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Preface

To: The President of the European Court of Auditors

On behalf of the international peer review team | am pleased to present the results of
the peer review of the European Court of Auditors (ECA). International peer reviews
provide an opportunity for Supreme Audit Institutions (SAls) to obtain a voluntary
assessment based on international standards of how they discharge their functions.
To carry out the peer review, the ECA invited the SAls of France, Germany and Swe-
den. The peer review draws on the experience of all three partners. Furthermore, it is
based on generally recognised criteria governing the work of SAls, and takes into
account the guidance set out in the International Standards of Supreme Audit Institu-

tions (ISSAIs).

The specific terms and conditions of the peer review were laid down in a Memoran-
dum of Understanding. Accordingly, the peer review focused on two objectives: First,
to assess the ECA’s performance auditing practice, and second to follow-up on the

recommendations of the previous peer review of the ECA carried out in 2008.

The peer review report consists of four chapters:

° The Introduction details the arrangements and procedures of the peer review.
It outlines background facts on the mandate, status and organisation of the ECA

as an independent audit institution.

° The General Observations provide an overview of the key findings and recom-

mendations of the peer review. The peer reviewers point out in which areas the
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ECA has achieved significant progress since the last peer review, and explain
where they have identified areas offering scope for improvement which may
need the ECA’s special attention to further enhance efficiency and effective-

ness.

° The main section on Performance Auditing presents the results on the ECA’s
performance auditing practice, covering the selection and programming of
audit topics, the conduct of audit tasks, the communication of results as well as
the follow-up and audit impact assessment. The peer reviewers placed focus on
the question to what extent the ECA’s performance audits provided objective
and relevant information to stakeholders in line with the ECA’s own - and inter-

nationally recognised - standards and good practices.

° The last chapter deals with the Implementation of Recommendations of the
2008 Peer Review. The peer reviewers assessed how the ECA has implemented
its key performance indicators and which improvements it has made in the
development of its communication policy and various aspects of its audit man-

agement framework.

In the chapters on performance auditing and on the implementation of the 2008 peer
review results, conclusions and recommendations made by the peer review team are
printed in italics. Agreement has been reached on the material facts by the peer re-

viewers and the ECA.

On behalf of the peer reviewing SAls | would like to thank the ECA for the opportunity
to have conducted the peer review as it provided a great opportunity for mutual
learning and for strengthening the good working relationship between all SAls in-

volved.
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Moreover, | would like to express my high appreciation on behalf of the peer review
team to the ECA’s Members and staff for their outstanding cooperation and support
provided. The team is also grateful to key external stakeholders of the ECA for having
taken the time to respond to our many questions. Their input was invaluable and

helped the peer review team to perform its mission.

Bonn, January 2014

ik, é/z/t/,

Prof. Dr. Dieter Engels

President of the German SAI - Bundesrechnungshof

Peer review team members

Bundesrechnungshof Cour des Comptes Riksrevisionen
(Germany) (France) (Sweden)

Horst Erb Marie-Pierre Cordier Tony Angleryd

Dr. Matthias Mahring Pierre Brouder Bengt E. W. Andersson
Werner Pelzer Marie Ange Mattei

Dr. Petra Mdller Claude Thélot

Gereon Ziller
Achim Worsdorfer
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Introduction

Peer review arrangements

1 On the request of the European Court of Auditors (ECA), the Bundesrechnungs-
hof (Germany), Cour des Comptes (France) and Riksrevisionen (Sweden) con-
ducted a peer review of the ECA. International peer reviews provide an oppor-
tunity for Supreme Audit Institutions (SAls) to obtain a voluntary assessment
based on international standards of how they discharge their functions. The
assessment is carried out by partner SAls whose staff draw on their own expert

experience.

This peer review is based on generally recognised criteria governing the work of
SAls and takes into account the guidance set out in ISSAI 5600. Agreement has

been reached on the material facts by the peer reviewers and the ECA.

2 In November 2012, the ECA and the partner SAls laid down the terms and con-
ditions for their cooperation in a Memorandum of Understanding (MoU). The
contents and structure of the present final report are in keeping with the
framework provided for in the MoU. Accordingly, the peer reviewers focused

their review on two objectives:

»  First objective:

Assessment of the ECA’s performance auditing practice

The first objective was to assess the extent to which the ECA’s performance
auditing practice provides objective and relevant information to stakeholders in
line with the Court’s own — and internationally recognised — standards and

good practices.

H Introduction
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The review covered the following issues:
° selecting and programming of performance audit topics,
° conducting performance audit tasks,
. communicating the results of performance audits and

° following-up and assessing the impact of performance audits.

»  Second objective:

Follow-up on the recommendations of the 2008 peer review

The second part deals with the implementation of the recommendations of the
previous peer review. That review was performed in the year 2008 by the SAls
of Canada, Austria, Norway and Portugal. The partner SAls agreed to assess the
extent to which the recommendations had been implemented and led to im-

provements in the ECA’s audit management framework.

Procedure of the peer review

3 The collection of evidence was largely carried out in the first six months of
2013. The peer review included the examination of a sample of performance
audit reports. To this end, the peer reviewers selected eight out of 30 special
reports from the years 2010 and 2011 for scrutiny. Comprehensive field work at
the ECA was carried out to assess the extent to which the reports provided
objective and relevant information to stakeholders. Ways of collecting evidence

included:

° interviews with representatives of the ECA: its President, the Deans of all
Chambers, a large number of other ECA Members, the Directors of the
Chambers and a number of audit teams, staff of the Chamber for Coordi-
nation, Evaluation, Assurance and Development (CEAD) as well as other

ECA staff,
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° interviews with stakeholders: Members of the European Parliament (EP)
including the rapporteurs for selected special reports and the Chair of the

Budget Control Committee,

° interviews with numerous Commission staff of various Directorates-
General (especially in their role as auditees) and representatives of the

Council,

° analysis of files and records held by the ECA and a questionnaire survey
designed to screen 51 special reports of the years 2010-2012. The pur-
pose of this was to obtain a comprehensive assessment of the ECA’s per-

formance audit work,

° a focus group meeting with the Directors of all four Chambers, one Direc-
tor of CEAD and the Director of the Presidency (DOP). The structured
discussion served to gather more information on performance audit prac-
tices and procedures at the ECA, taking into account different perspec-
tives. The meeting largely corroborates the findings and the need for

improvements identified by the peer review team.

Mandate and status of the ECA

4 The ECA is the independent, external auditor of the European Union (EU). Ac-
cording to the Treaty on European Union (TEU), the ECA is an EU institution of a
similar status as the Parliament, the Council and the Commission. Pursuant to
Article 287 (2) of the Treaty on the Functioning of the European Union (TFEU),
the ECA shall examine whether all revenue has been received and all expendi-
ture incurred in a lawful and regular manner and whether financial manage-
ment has been sound. In order to implement the provisions of the TFEU, the
ECA has set itself the task to help enhance EU financial management; it acts as
the guardian of the financial interests of its citizens. The ECA’s major task is to

audit the EU’s accounts and the implementation of the EU budget. The ECA

' Introduction



H Introduction

International Peer Review Report of the ECA

checks whether the accounts are reliable (financial audit), revenue and ex-
penditure are legal and regular (compliance audit) and the EU funds, pro-
grammes and services have been managed in an economic, efficient and effec-

tive manner (performance audit).

5 Apart from its annual report, the ECA also publishes special reports setting out
the results of selected performance and compliance audits of specific budget-
ary areas or management topics.’ The ECA also issues opinions on legislative

projects with a financial management impact as well as position papers.

6 The ECA carries out audits to assess the revenue and spending of the EU and
the performance of programmes and services by the EU institutions, the ad-
ministrations of the Member States and the final beneficiaries. Hence, the ECA
must be able to communicate with administrations and beneficiaries in all offi-

cial languages of the European Union.

Organisation of the ECA

7 The ECA operates as a collegiate body which consists of Members with one
Member being drawn from each Member State. These Members are required
to perform their duties in full independence and in the general interest of the
European Union. Pursuant to Article 286 (1) of the TFEU, the EU Member States
shall choose the Members of the Court of Auditors from among persons who
belong or have belonged in their respective States to external audit bodies or
who are especially qualified for this office. Their independence must be beyond
doubt. They are appointed by the Council of the EU, following consultation with
the EP.

All performance audit reports are hereinafter referred to as special reports.
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In practice, some Members gained their professional experience in SAls, while
others did so in government departments and public sector bodies, private
sector companies, universities or as Members of Parliament. Although not the
subject of the peer review it is to be noted that, unlike the Court of Justice,
there is not a procedure in place ensuring that Members proposed by the Mem-
ber State possess adequate knowledge and experience in the audit area, the
required independence and the skills to fulfil their duties. The Members con-
tribute the experience gathered in their respective national environment and a
variety of professional backgrounds. The ECA Members are appointed for a six-

year renewable period (cf. Article 286 (2) TFEU).

As a result of these provisions, Members retire from the ECA frequently and
new Members take office. Due to the EU’s enlargement, the number of ECA
Members has continually been on the rise. Each Member can draw on the sup-

port of an own private office (cabinet) with several staff.

The ECA is composed of four vertical audit Chambers and one Chamber for
Coordination, Evaluation, Assurance and Development (CEAD). The four vertical

audit Chambers are respectively in charge of:

. Chamber I: preservation and management of natural resources,
° Chamber Il: structural policies, transport and energy,

° Chamber lll: external actions,

° Chamber IV: revenue, research and internal policies, and EU institutions

and bodies.

Within their respective remits, the vertical Chambers adopt the special reports,
decide on key procedural aspects and perform important steering functions. A
Chamber is composed of a minimum of five ECA Members. These obtain sup-

port and advice from their private offices. In each Chamber, a Director is re-

' Introduction
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sponsible for coordinating audit work and managing resources. The Directors
have long professional track records within the ECA. They attend the meetings
of the Chambers and may be consulted. Audits are carried out by the audit staff
of the ECA. The auditors come from all EU Member States; not all performance
auditors had experience in performance auditing before taking part in ECA

performance audits.
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General observations

Improvements achieved

12

Since the last peer review of 2008, the ECA has achieved significant progress.
The Court analysed the challenges resulting from the EU’s complex institutional
framework and has taken a number of steps to further enhance the effective-

ness and efficiency of its audits and the quality of its audit reports.

Follow-up process of the 2008 peer review established

13

The ECA took up the key recommendations of the last peer review and has
taken the development process seriously. Systematically following up on the
recommendations was a key component of the ECA’s overall strategy for the
years 2009-2012, which was primarily aimed at maximising the overall impact
of the audits and increasing efficiency. In order to measure whether the strate-
gic and operational objectives have been met, the ECA implemented a set of
ten key performance indicators (KPI). In doing so, the Court followed the
recommendation made during the 2008 peer review to monitor and assess the
appropriateness of the KPI. A new set of indicators has been devised for the

2013-2017 strategic period.

Audit standards progressively refined

14

Since the 2008 peer review, the ECA has progressively developed its audit
standards, audit manuals and guidelines, taking due regard to compliance with
international professional standards. To support the implementation of the

standards, the ECA has taken several additional steps. For instance, the Court

n General observatoins
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offers training to staff on how to apply the standards and has expanded its qual-

ity management system.

Strategic planning and focus of ECA’s activities

15

16

In its strategy for the 2013-2017 period, the ECA set itself the objective to max-
imise its contribution as an independent external audit institution to enhancing
EU accountability. The Court aims at identifying risks to the financial interests of
EU citizens providing independent assurance on EU financial management, and
advising policy makers on how to improve the use of public funds and conclu-
sions on the status of the performance of public spending and services. To do
so, the ECA has been devising “landscape reviews” as a new type of product
reflecting the Court's accumulated knowledge and expertise. The two reviews
planned for the first two years (2013 and 2014) of the new period focus on
public accountability and audit arrangements and on EU financial management

risks.

To improve the life of citizens by enhancing and promoting the value and bene-
fits of SAls is one of the key objectives of the International Organisation of Su-
preme Audit Institutions (INTOSAI). INTOSAI once more underlined this stance
in a resolution adopted at its XX Congress in 2010. By committing itself to this
objective in its strategy, the ECA meets a key prerequisite for gaining recogni-
tion as a relevant player within the complex structure of European institutions

and for adding value by means of its audit work.

Key areas for improvement in performance auditing

17

In line with the MoU, one point of emphasis of the peer review was assessing

the performance audit work done by the ECA. The international audit standard
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ISSAI 300 defines performance auditing as “an independent, objective and relia-
ble examination of whether government undertakings, systems, operations,
programmes, activities or organisations are operating in accordance with the
principles of economy, efficiency and effectiveness and whether there is room
for improvement".2 According to the INTOSAI Performance Audit Standard,
such auditing aims at delivering new information, knowledge or value by offer-
ing “broader or deeper analysis or new perspectives” and making information

more accessible to various stakeholders.

In the past, ECA focused on compliance and regularity audit, but during the last
decade more efforts have been devoted to conducting performance audits. To
promote this development the ECA has developed guidelines and training pro-
grammes. It is natural that it takes time to build up capacity for advanced per-
formance audits and the peer review team has found that some of the perfor-
mance audits under review are still largely influenced by compliance audit
methodology. However, the ECA makes efforts to increase the number of per-
formance audits projects. The peer review team believes that efforts need to be
further strengthened to meet ECA’s objectives to develop sustainable capacity
in conducting performance audits. Apart from good overall progress achieved
by the ECA, the peer reviewers identified areas offering scope for improvement.
Such areas may need the ECA’s special attention while the Court is striving to

become more efficient and effective.

Enhance the efficiency and effectiveness of performance audits (PA)

19

On average, the ECA’s PAs including a preliminary study take two years. The
ECA has recognised the duration of PAs as a problem and is looking for ways to
speed up processes. Simplifying the procedure may significantly reduce the
duration of PAs, thus increasing both the relevance and impact of the Court’s

audit results. In the opinion of the peer review team, internal remits need also

ISSAI 300, No. 9.

(BN
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20

21

be delimited more clearly in order to streamline and speed up decision-

making.

Based on interviews with EU Commission staff, the peer review team found
that sometimes ECA recommendations are vague. The team’s own analysis of
recommendations gives the same picture. In developing audit recommenda-
tions, the ECA could more systematically consider whether they are convincing
and how they can be implemented. The peer review team believes that the
ECA would add value to the stakeholders by putting more emphasis on ana-
lysing the causes of problems, errors and weaknesses, for instance when per-

formance is poor or varies between Member States.

Developing a specialised and coherent competence is of strategic importance
for an advanced and sustainable performance audit function at the ECA. The
peer review team has noted the steps the ECA has taken to meet that aim. It is
important that the ECA takes action to ensure that the auditors assigned to
performing a specific audit possess both the technical knowledge in audited
areas and methodological skills needed to do so without having to work from
the scratch on any audit matter. Such actions could be based on knowledge-
sharing with other SAls and research institutions. Also, action can be strength-
ened to reach a common and better understanding about performance au-

diting among ECA Members.

Clarify the roles and responsibilities in relation to auditees

22

The development of good and proper relations with auditees is a key factor in
achieving effective and efficient performance audit results. In line with the

ECA’s internal rules and regulations and with international good practice, the
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ECA communicates the audit objective, questions, criteria and scope as well as
its audit results to the auditees. This transparent approach constitutes, in the

peer review team’s opinion, a strong basis for fair audits.

However, there is a risk that such an approach might be implemented at the
expense of the auditors’ independence. In order to safeguard its own role vis-a-
vis the auditees, the ECA should continue to clearly communicate the contents,
criteria and results of its audits to the auditees and request their comments.
Even if it is important to be fair and to refer to the auditees’ arguments in the

report, it is not necessary to reach consensus with the auditees.

Clarify the role and mandate in relation to external stakeholders

24

25

The peer review team is aware of the fact that the ECA has started to better
take into account the perspectives of the stakeholders, especially the EP and
the citizens when determining priorities of its work. This is demonstrated above
all by its overall strategy for the years 2013-2017. The ECA uses the discharge
procedure as one of several sources in collecting perspectives of stakeholders.
However, the ECA could not demonstrate that the topics of interest to the
stakeholders were collected and evaluated in a structured way. Therefore,
there cannot be assurance that the ECA accurately reflects the stakeholders’

perspective in its annual plan.

In the opinion of the peer reviewers, the ECA may even better achieve its PA-
related strategic goal by creating transparency as to how it responds to stake-
holders’ information needs when prioritising and defining its audit themes and
communicating the results it has developed. Especially in the interest of Euro-
pean citizens, the ECA may wish to give more weight to the audit principles of

efficiency and economy in addition to effectiveness.

(BN
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26

At the time of the peer review, the ECA was undertaking a range of initiatives
designed to improve its performance auditing with respect to the issues raised
in the review. The following description provides detailed information on the
ECA’s initiatives and the findings and recommendations developed by the peer

reviewers.
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Performance audit

Selection and programming of audit topics

The Annual Work Programme (AWP)

27

28

29

30

The ECA draws up an annual work programme which covers all audit and non-
audit tasks. This procedure is now based on the Consolidated Guidelines for

Programming the Court’s Work of July 2012.

Audit work planning is characterised by a bottom-up approach designed to
identify potential audit themes and by the principle that the planning activities
of the ECA’s Chambers are mutually independent. Under this approach, the
auditors of the four vertical Chambers, acting under the oversight of their Direc-
tors, compile an initial portfolio of potential audit tasks. These audit proposals
are evaluated according to the four criteria of risk, materiality, relevance and
coverage and subsequently prioritised under the three levels of assessment —

low, medium and high.

Where the Chambers are aware of audit requests or issues of major interest,
especially for the EP, they are reflected in the portfolio but they are neither

collected in a structured way nor treated preferentially.

On the basis of the portfolio, the Members of each Chamber liaise to decide
who of them will act as a reporting Member for individual audit tasks. The
Members are not bound by the priorities previously set. Then the Chamber
selects audit themes for its AWP. The Directorate of Presidency collates the
AWPs of the Chambers to form the ECA’s consolidated AWP. The overall AWP is
first adopted by the Administrative Committee and finally by the ECA Members.

[EY
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31

32

33

W
£

In its 2013-2017 strategy, the ECA included the goal of maximising its contribu-
tion to public accountability within the EU and decided to align its audit tasks
accordingly. In this context, the ECA has become aware that its current pro-
gramming system is determined essentially by the four Audit Chambers’ setting
of priorities and identification of themes, making it difficult to take Court-wide
priorities into account, to make significant changes in Chambers’ AWPs during
the current audit year and to respond appropriately to priorities emerging at

short notice.

Therefore the ECA intends to modify its programming procedure by applying a
top-down approach at Court level to complement the bottom-up approach of
compiling the first drafts of the portfolio of potential audit tasks. The chambers
shall develop suitable audit proposals based on the identification and definition
of audit priorities at an early stage by the Court. This Court-wide portfolio of
priorities is to have a multi-annual perspective and be more responsive also to
stakeholders’ priorities. As an initial step, the procedure calls for a cross-
Chamber policy and risk review on the basis of which the ECA will determine
priorities, including proposals for assignments to Chambers and estimated re-
sources needed. The Chambers shall subsequently modify their respective AWP

to reconcile them with the direction given by the Court.?

In the peer review team’s opinion, as a result of its bottom-up approach and
Chambers’ internal selection, the ECA’s selection process ensures that the audi-
tors’ professional views and experiences are reflected in the annual work pro-
gramme. Potential audit themes are evaluated by means of suitable and recog-

nised criteria.

However, the peer reviewers concur with the ECA’s view that the current system
does not adequately reflect the Court’s overall perspective. They perceive the

risk that overarching issues may not be adequately taken into account in work

This passage is based on information by the ECA that the new programming system has been
adopted. The deliberation and decision-making process within the ECA had not yet been final-
ised when field work was concluded.
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programming. The peer reviewers encourage the ECA to impose binding require-
ments in line with the priorities defined at top executive level, as to specific audit

fields and themes to be addressed.

When redesigning its work programming procedure, the ECA may wish to deal
more comprehensively with the risks and challenges of EU activity as reflected in
the stakeholders’ perspective or in the EU community. The ECA is recommended
to strengthen professional networks in order to identify and deepen knowledge
and understanding of the stakeholders’ views and needs. This will support the
ECA’s strategic plan building without impairing the independence of the ECA. It
may be advisable for the ECA to develop clear and concise rules for identifying
and dealing with stakeholders’ interests. The peer review team believes that it is
important for the ECA to give greater attention to audit requests from the EP

and treat them preferentially whenever reasonable.

Still, the ECA may wish to consider the fact that, in order to accomplish its strate-
gic goals, it can sometimes be necessary to deviate from an adopted programme
at short notice. The peer reviewers consider that, in terms of risk and relevance,
there may be quite a number of unexpected issues likely to arise that may re-
quire attention and a speedy response. This also applies to audit requests sub-
mitted by stakeholders. The peer reviewers recommend that the ECA make sure
that — whenever it feels that flexibility is needed — it is capable to swiftly pro-

gramme and implement appropriate audit activities.

Audit themes and audit focus

37

The peer reviewers have analysed the themes and focal points of the special
reports issued in the years 2008-2012. The ECA has established good compe-

tence in auditing management and control functions. In doing so, the Court

[EY
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38

39

frequently focused on EU programmes, and only in a few cases audited the
management of EU institutions, e. g. in the fields of procurement, organisational
structures, facility management and human resources management. When
auditing EU programmes, the ECA largely focused on compliance and, to some

extent, on effectiveness, but less frequently on economy and efficiency.

In the course of its audits, the ECA normally carries out field work in several
Member States. According to internal guidelines, the sample of states ought to
be chosen in order to provide a representative view. The peer review team did
not come across any sample that covered all Member States affected by the
audited programme. Very rarely field work was restricted to a single Member

State.

Notwithstanding the ECA’s efforts to ensure that the sampling of Member States
is justified and appropriate, stakeholders have often questioned the ECA’s sam-
pling. Some expressed the wish that audit visits ought to be made to more or
even all Member States, while others considered a limitation to one or a few
Member States more appropriate. Moreover, discussions within the ECA permit
the conclusion that the choice of Member States frequently depends on the

language skills available within the ECA.

The peer review team suggests that the ECA put more emphasis on what INTO-
SAl defines as “problem orientated performance audits” and to study more
closely the causes of the problems and their consequences as a basis for recom-
mendations. This should result in a “mixed bag” of audits looking at effective-
ness, efficiency, and economy of EU programmes, as well as auditing the finan-
cial management of EU institutions. In order to identify suitable matters, the ECA

might make intensified use of the findings from the Statement of Assurance.
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Given the environment the ECA is working in, the sampling of Member States to
be covered by its audits is a challenge, indeed. However, the aspects of repre-
sentativeness and language skills should not be the most dominant ones. For
some audits, it might be of advantage to cover all Member States affected,
while in other cases it might be appropriate or even necessary to focus the
fieldwork on just one Member State. In any case, the sampling should be docu-

mented to make the underlying rational considerations transparent.

Conducting audits

Regulatory framework

41

42

The ECA has regulated its performance audit activities comprehensively and in
detail by means of manuals and guidelines. The audit manual is formulated in
close compliance with the International Standards of Supreme Audit Institu-
tions (ISSAI). Its practical frame, stressed on the technicalities of the audit prep-
aration and the audit process, can be considered as useful especially for the

new auditors.

In detail, the regulatory framework calls for the following steps in the course of

an audit.
Preparation and programming of the audit:

° Preliminary Study (PS),
° Issue Analysis (IA),
° Audit Planning Memorandum (APM).

During the collection of audit evidence and reporting stages:

° Statement(s) of Preliminary Findings (SPF),
° Drawing Conclusion (DC),
° Draft Report,

° Contradictory Procedure.

N
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43

The performance audit manual” also governs the relationship between the ECA
and the Commission. It calls for the auditors to contact the Commission at the
earliest possible stage and to highlight all key audit features such as audit ques-
tions and audit criteria covering all stages of the audit process in keeping with a
“no surprise approach”. This approach leads to the practice to reduce differ-
ences of opinion in the course of the audit and to reach agreement wherever

possible.

Audit duration

44

45

D
[e)}

As an initial step in preparing the audit, audit teams do a PS. This exercise takes
four months on average differing largely by audits and Chambers. After that, the
auditors draw up the APM that sets out the details on duration, timing of audit
visits, submission deadlines and the consumption of resources by the perfor-
mance audit. The time span between the PS and the approval of the APM varies

from few days up to five months and is in isolated cases even much longer.

Audit duration is defined as the period between the approval of the APM by the
Chamber and the publication of a special report. The time up to the approval of
the APM by the Chamber is not taken into account in the ECA’s statistics on
audit duration. According to the performance audit manual, audits should not
take longer than 18 months. The screening showed that the average duration of
audits dropped by 3.8 months to 21.1 months between the years 2010 and
2012. Thus, even in 2012, it exceeded the target set in the performance audit
manual. Furthermore, all Chambers significantly exceeded the time frame set

by themselves for the audits.

The ECA has already recognised the duration of its audits as a problem. As a

result, audit findings run the risk of being out of date when they are published

IS

Item 2.4.8.
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and therefore fail to reach their full impact. At the beginning of the year 2013,
the ECA set up a working group to develop proposals for streamlining audit and
reporting processes.5 The peer reviewers have also identified potential for im-
provement in this field. Specific proposals for reducing audit duration are in-
cluded in the peer reviewers’ statements on the individual steps of the proce-

dure.

Preliminary Study (PS) and Audit Planning Memorandum (APM)

47

48

49

According to the performance audit manual, PS and APM serve different pur-
poses. The PS shall enable the responsible Member or Audit Chamber to assess
whether a proposed audit is realistic, feasible and likely to be useful and, if so,

provide a basis for the detailed planning of the audit in the APM.

In line with the audit manual, the auditors contact the Commission in
its capacity as auditee while carrying out the study, sometimes even before the
official letter announcing a preliminary study has been sent. Since criteria, ques-
tions and methodology still need to be developed at that time, the primary
purpose is to gather further fundamental knowledge about the audit matter.
From the concerned Commission’s staff point of view, this often leads to a time-
consuming dialogue for imparting knowledge that also requires a vast input of
human resources. According to the Commission staff interviewed, it uses this
stage to try to influence the course of the audit, especially the selection of

Member States to be included.

The APM contains the detailed planning of key audit aspects. In particular, the
central audit question — often reflected in the title of the audit —is defined and
broken down by three or more further levels, generating a question pyramid.

The guidelines require that the questions be phrased as yes/no questions to

The deliberations about this had not been finalised when the collection of facts and figures un-
derlying this report was completed.
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provide focus and clarity. Many interviewees feel that the central audit question
is often too broadly-based, which may later result in recommendations of a
rather general nature. This stage also includes the development of a detailed
plan as to what audit evidence is necessary and where the audit team may ob-

tain it.

Furthermore, it is difficult to see basic differences between the two first phases’
outputs PS and APM by their content. After several months of preparation two

partly overlapping documents are drafted before the audit exercise starts.

The ECA prepares its performance audits in a careful and comprehensive way
involving a large input of resources. The performance audit manual provides the
auditors with valuable guidance for this purpose. The peer reviewers wish to
encourage the ECA to consider restructuring the preparatory stage with a view
to accelerating procedures and enhancing their efficiency. A first step towards
this goal might be to waive a separate PS, firstly because of the redundancy with
the APM referred to above and secondly because once an audit is included in the
AWSP, its feasibility and potential merit should already have been established. All
key facts and figures, details on audit scoping and specific audit steps may be

incorporated into the APM.

According to the peer review team, it is good audit practice to have open discus-
sions with auditees at initial audit phases. However, the decision concerning the

audit design and audit objectives lies exclusively within the ECA’s responsibility.

According to the peer reviewers understanding and the relevant ISSAI,
“performance auditing [is] a knowledge-based activity and high quality work is
of great importance. Owing to its special features it requires special competenc-
es. It is an investigatory discipline that requires flexibility, imagination and ana-

lytical skills. Excessively detailed procedures, methods and standards may in fact
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hamper the effective functioning of performance auditing”.® This is a key issue

that the ECA might wish to address.

In the light of the above statement, the peer reviewers would raise the question
as to whether the detailed preparation of the ECA’s audits is in all cases the
most appropriate way to arrange for performance auditing. The pyramid of
questions is a frequently used planning technique. However, the peer review
team sees risks in a frequent use of only one technique and therefore suggest to
the ECA being more selective in the use of planning models. Though audit objec-
tives may be framed as a hierarchy of audit questions, auditors may also choose
to develop several audit objectives that need not always be broken down into
sub-questions.” The peer review team also believes that in order to promote
creativity and flexibility, it is important to avoid preparing rather sophisticated
performance audit plans. Altogether the preparation stage for performance
audit projects does not significantly differ from the process followed for compli-
ance audit. It seems that some special reports give much room to compliance
aspects rather than measure the performance impact of initiatives or adminis-

trative decisions.

Moreover, the ECA may wish to ensure that the audit units in the Chambers
build up an adequate knowledge base within their respective remits enabling
them to develop the fundamental points of departure for audit work without
support from the EU Commission as the audited body. ECA has developed rather
comprehensive training programmes and there are forums for knowledge-
sharing events. It seems to the peer review team that these instruments could
be used more effectively and consistently. Any knowledge gaps remaining can

be addressed in the course of audit work.

Annex to ISSAI 3100 item 3.4.
ISSAI 300, No. 25.
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Statement of Preliminary Findings (SPF)
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The performance audit manual requires the auditors to produce an SPF for each
audit mission or series of missions and to submit it to the audited body. This
means that the SPF serves to clarify the underlying facts and figures. According
to the PA manual, solely facts that have previously been communicated by SPF
should be included in the draft special report and thus become a subject for the

contradictory procedure.

SPFs largely differ in number and length. Depending on the audit or the Cham-
ber, they may comprise up to 200 pages. They were not always limited to the
presentation of the subject matter. Some SPFs already included conclusions or
recommendations. In some cases, the peer review team found that it took a
long time until the replies from the Commission and the Member State authori-

ties were received which resulted in delayed audit completion.

There were diverging opinions about the significance and function of the SPF
among the parties involved. The auditors felt that an extensive documentation
of the facts by means of SPFs was necessary. They argued that the audit manual
provided only for those findings to be included in the draft report that had pre-
viously been communicated to the Commission. It was also stated that manage-
ment only later decided about actual contents. From management’s point of
view, SPFs were primarily designed to satisfy the auditors' need to be “on the

safe side” by recording their work done which added to their length.

The peer review team found that in relation to the Member States, SPFs were
used to pass on relevant information with the expectation that the Member
States would remedy the shortcomings found. In some cases, SPFs also had the

purpose of communicating audit findings to the Commission in anticipation of
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the special report that was to be published at a much later date. Some officials
interviewed considered the option of including recommendations in SPFs as a
standard procedure while others suggested incorporating provisions in the

Financial Regulation that govern the procedure.

The extensive use of SPFs reflects the careful and transparent way in which the
ECA performs its missions. The ECA and the Commission spend considerable time
and resources on drafting, commenting and analysing SPFs. The peer reviewers
believe that this considerably slows down the audit process. Therefore the ECA

may wish to review the function and use of SPFs and to decide to redesign them.

In the peer reviewers’ opinion, in the future a more differentiated use of SPFs
may help significantly speed up the process. In audits outside the field of shared
managementg, all information needed for the replies under the contradictory
procedure might be communicated to the Commission in the draft report. Before

that stage, it is premature to decide what facts are relevant.

Discussing audit findings with the auditee at a single procedural stage does in
no way contravene recognised standards and practices. Doing so would, accord-
ing to the peer review team, save a lot of time and resources for producing and
commenting on the SPF without, however, waiving the clarification of key facts

which is also deemed necessary by the peer reviewers.

On the other hand, the peer reviewers are well aware that the SPFs communi-
cated to Member State authorities may serve a different purpose. In this field,
SPFs may be of special merit when it comes to clarifying facts or communicating
major findings and suggestions. In order to streamline the procedure also in
these cases, the ECA might consider as to whether a comment on the SPF is

really needed as a prerequisite for proceeding to the subsequent stages of audit

Shared management means that budget implementation is delegated to the Member States.
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work. Furthermore, according to the peer review team, it would be better if the

SPFs were limited to presenting the facts.

The changes proposed may help to significantly accelerate the audit process and
to make reliable estimations on audit timing. The ECA could make available its
special reports on a timelier basis and thus provide input into policy or adminis-

trative discussions more effectively.

Apart from that, the peer reviewers doubt as to whether it is appropriate to use

SPFs for internal work evidence on the audit work done.

Draft report

65

(o))
(e)]

“Based around the audit questions”’, the team leader is to develop a report
outline already during the audit. This outline is to set forth the key audit find-
ings and provisional audit conclusions. On the basis of a drawing conclusions
session, the report outline is refined to become a more detailed drafting plan.
According to the ECA Performance Audit Manual, the team leader will reach
agreement with the head of unit, the director and the reporting Member. After
that, “preliminary observations” are drafted. The head of unit, the director and

the reporting Member all review the draft preliminary observations.

As a rule, the private offices of the reporting Members are also involved in de-
veloping and/or refining the draft reports. Before the Chamber’s draft is sub-
mitted for the first approval, a self-assessment of the draft report is conducted
by means of a checklist. This is done by the audit team or the head of unit in the

first instance, and then by the Engagement Quality Control Review (EQCR) re-

Performance audit manual 5.3.2.
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viewer. In addition, the responsible CEAD Member forwards his or her evalua-

tion of the draft report to the reporting Member.

Many interviewees at the ECA conclude that the large number of internal par-
ties involved and of deliberations delay a speedy decision-making on the report.
In addition, several interviewees argued that the awareness of the numerous
changes to be expected from various parties involved adversely affected audi-

tors’ efforts to generate high quality products.

The peer reviewers suggest reducing the number of parties involved in reviewing
the drafts and clearly delimiting their respective responsibilities. This may con-
tribute to significantly speeding up the audit process by avoiding repetitive and
iterative deliberations. Furthermore, doing so would strengthen the auditors’

commitment to the report and help to enhance quality.

Contradictory procedure

69

70

According to recognised standards, the principles of transparency and fairness
demand that as in the contradictory procedure, the auditee be given the oppor-
tunity to comment on the SAl’s findings before completion of the audit. Accord-
ingly, Article 163 of the Financial Regulation requires that “the Court shall notify
the institution concerned of all observations which are, in its opinion, such that

they should appear in a special report”.

It is understood that the ECA management level advocates a rather wide con-
cept of contradictory procedure. From this perspective, to be fully effective, the
process needs to start at the planning stage of the audit, rather than being

limited to the FR’s period of two and a half months. As a result, in practice the
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ECA tends to resolve all the contentious issues before the final, formal contra-

dictory meeting to the mutual satisfaction of both parties.

In practice, the ECA forwards the draft report adopted by the Chamber to the
auditee for comment, observing the applicable deadline of two and a half
months. At the same time, the ECA sets a date for a contradictory meeting. The
Commission’s replies must be received five days before the meeting. Normally,
the contradictory meeting is largely prepared by means of pre-meetings. In line
with the established practice (cf. para. 71) communicating, commenting and
coordinating efforts of SPFs already serve the purpose of settling any differences

of opinion arising.

The Commission’s replies are often very extensive and their length may even
exceed that of the special report. It covers the recommendations, the substan-
tive matter and the conclusions and sometimes also addresses the introduction,
methodology or summary. In some cases, the interlocutors at the Commission

argued that such parts sometimes contained elements of evaluation.

At the contradictory meeting, the parties attempt to reach a final understanding
about the report wording and the replies and seek to finalise the special report.
According to many representatives interviewed, both the ECA and the Commis-

sion frequently make considerable efforts to avoid disagreement.

The ECA’s “no surprise policy” constitutes, in the peer review team’s opinion, a
strong basis to conduct justified audits. However, based on their own lessons
learned from auditing, the peer review team believes that the ECA runs the risk
of going too far into the consensus-seeking dialogue with the auditee which
might encourage the Commission to seek influence on individual aspects of the

audit. The peer review team considers it as a risk that such an approach might
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not legally but actually limit the auditor’s independence. As the peer reviewers
see it, achieving mutual satisfaction with the auditee should not be defined as

an objective of the contradictory procedure.

Rather than that, the peer review team feels that the procedure aims at identi-
fving deviations in the findings, conclusions and recommendations before com-
pleting audit work in order to take them into account and potentially address
them, when developing the final report. The peer reviewers believe it is im-
portant for the ECA to ensure that the Commission in its function as the audited
body must not get involved in writing the report and exerting influence on the
wording by submitting extensive replies and arguments to the ECA. In the end it

is only for the ECA to decide what is stated in its final documents.

In order to speed up the process the peer review team suggests reducing to its
core the contradictory procedure. A more efficient and streamlined procedure is
needed. It is of course important to discuss vital issues and conflicting point of

views, but that does not imply that all matters need to be discussed in detail.

Reporting and communicating results

Reporting

77

The ECA communicates the results of its performance audits in special reports
to its stakeholders. The ECA submits these reports to the Commission, the Euro-
pean Parliament and the Council and also publishes them. The majority of
stakeholders consider the special reports a valuable tool for informing on per-
formance issues. They said that these reports were valuable for the delibera-
tions relating to the discharge procedure and provided suggestions for the de-

sign of programmes and procedures by the relevant institutions in charge. The

w
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favourable overall assessment is also reflected in the generally favourable eval-

uation of the reports developed by the Court’s external experts.

The opinions of external and internal interlocutors differ on the quality and
information supplied by individual special reports. One of the issues pointed out
is the wording and the style of the reports. The ECA has addressed this by devel-
oping a comprehensive “report-writing guideline” for practical use, which is,
however, not consistently used. In interviews, stakeholders pointed out that the
reports were not consistently reader-friendly and often contained too many
technical terms. Although the ECA underpins the reported findings with exam-
ples from the Member States, the wording does not clearly indicate what body
within the European multi-level system is responsible for the weaknesses point-

ed out in the audit reports.

Moreover, interlocutors from inside and outside the ECA frequently criticised
the quality of the recommendations. They said that these were often somewhat
ambiguous, based on insufficient analysis and did not clearly indicate what the
ECA exactly expected from the audited body. This assessment is supported by

the analysis of the special reports selected by the peer reviewers.

Especially external stakeholders discussed the timing of the reports with the
peer reviewers. Representatives from the EP underlined that some reports had
been received only after parliamentary deliberations about the issues ad-
dressed by the special report were concluded and that, therefore, it had not

been possible to put the results to effective use.

In addition, an analysis of the special reports shows that in some cases key rec-

ommendations had already been implemented by the Commission once the
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report was presented. As a result, stakeholders frequently characterised

recommendations as ‘predictable’ or even ‘out of date’.

In its special reports, the ECA includes the Commission’s replies in full length
after its findings, conclusions and recommendations. The Court does not make
use of the opportunity to analyse, assess and evaluate these replies against the
background of its findings in a final counter reply. As a consequence, stakehold-

ers cannot identify any final evaluation by the ECA.

The ECA’s special reports fairly and objectively address the issues that are im-
portant for the stakeholders. However, clarity and straightforwardness may
differ among reports. The peer reviewers recommend to the ECA to seek ways
to make the wording clearer and easier to understand. Concerning this, the ECA
might consider the usefulness of putting into place a centralised editorial quality

assurance process.

Timing is unanimously reported as a weakness of the current system and ECA is
aware of this. In order to enhance the impact of its special reports, the peer
reviewers encourage the ECA to improve the timing of its special reports. They
suggest to the ECA considering several ways to achieve that. For instance, the
ECA might significantly reduce the general duration of audits, thus facilitating
their planning, and complete them within the fixed deadlines. Moreover, the
ECA may take regard to the agendas of its stakeholders already when selecting
and planning audit topics. In doing so, the ECA may also find it necessary to

carry out audits that are not included in the AWP at short notice.

The peer reviewers recommend always concluding special reports with a final
counter reply in order to clearly show its own position in light of the auditee’s

replies.

w
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Recommendations should be clearer in some cases to appropriately address the
various levels of interests of the stakeholders. The EP is primarily interested in
the global analysis of EU implemented policies, especially in the expected out-
puts and the efficiency of EU programmes, procedures and managements tools.
From the EC perspective, its major responsibility is on these tools and proce-

dures and the ways to improve them.

The ECA may thus envisage to more clearly distinguishing between various

kinds of recommendations:
(a) detailed technical recommendations to be followed by EC services,

(b) general guidance regarding policies or top level management which call for

political action from the EU bodies.

In addition, the peer reviewers recommend to the ECA communicating weak-
nesses and best practices to Member State authorities. They consider that the
ECA could add to the strength of its recommendations by more consistently
disclosing best practices in the EU countries and, as appropriate, name those

responsible for unsatisfactory ones.

Communicating results

89

The ECA periodically forwards its special reports to the EP’s Budget Control
Committee (CONT) and sometimes also to the specialised committees. In con-
nection with the discharge procedure for the Commission, CONT deliberates on
the ECA’s annual report and special reports. CONT’s comments on the special
reports become part of the parliamentary documents on discharge as “Report
on the Court of Auditor’s special reports in context of the 20XX Commission
discharge”. During the deliberations, CONT may ask the Commission for sup-

plementary comments on the report.
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It is incumbent on the ECA’s reporting Members responsible for each special
report to prepare and follow the deliberation of the special reports by CONT.
This task includes establishing a contact with the rapporteur appointed by
CONT who provides information about the special report during deliberations.
The ECA has not developed a consistent strategy laid down in writing as to how

and when this is to happen. In practice, this leads to various approaches.

The ECA’s reports attract much attention once they are deliberated by the EP.
The peer review team believes that if the ECA succeeds in providing specific and
useful recommendations at the right time as input to parliamentary delibera-
tions, and if the ECA ensures good direct communication with EP’s specialised

committees, this may generate a stronger impact of its recommendations.

It may be advisable for the ECA to alert its Members to the significance of work-
ing closely with the EP and to ensure a consistent procedure. The Court should
further develop its contact to CONT. For instance, the ECA might suggest mak-
ing the implementation of its recommendations a topic of parliamentary delib-

erations beyond the discharge procedure.

Follow-up and impact assessment

93

The ECA analyses whether and to what extent the Commission has implement-
ed its recommendations given in the special reports. The Court has issued bind-
ing regulations on this follow-up procedure. Follow-up serves to provide infor-
mation primarily to the EP and the ECA about the impact of the ECA’s audit

work.
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At regular intervals, the ECA selects a sample of special reports to verify if the
Commission effectively planned and implemented corrective action in response
to the audit findings. In 2012, the Court published the results in its first annual
follow-up report, a practice that will be continued. Earlier, the ECA had pub-

lished the follow-up results as part of the Annual Report.

The Audit Chambers conduct the regular follow-up audits on their special re-
ports. To do so, they develop a task plan including time frames and human re-
sources needed. In a first step, the Chambers clarify their findings with the audi-

tee on the basis of a statement of preliminary findings.

The key objective of the Chambers’ follow-up work is to ascertain whether the
audited body has taken corrective action and to check this action against the
recommendation made. Follow-up audits have as a starting point the IT system
RAD (Recommendation, Action and Discharge) operated by the Commission.
The Commission uses this IT system also for recording the ECA’s recommenda-
tions and indicates for each recommendation, whether it has accepted and
implemented it. The ECA’s task is to use these records for verifying whether the
steps indicated have actually been taken and whether implementation is in line
with the recommendation. The peer review team noted that the ECA discov-
ered at various occasions that the Commission had implemented only parts of
the recommendations — however, such partial implementation cannot be regis-

tered by RAD.

In the second step of the follow-up, CEAD-A consolidates the findings devel-
oped by the Chambers in a follow-up report and carries out a contradictory
procedure. In the future, CEAD-A intends also to evaluate the quality of the

recommendations rejected and not implemented by the Commission.
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In the RAD system, the Commission also discloses recommendations proposed
by the EP and the Council during the discharge procedure. As a matter of princi-

ple, the ECA does not address such recommendations in its follow-up work.*°

In recent years, the ECA has given its follow-up work a new design. In the peer
reviewers’ opinion, the results may be of merit for assessing the impact of the
performance audits. To strengthen the impact of audit results, it may be advisa-
ble for the ECA to explain why the weaknesses need to be addressed and how. In
the peer reviewers' opinion this will not only facilitate implementation, but will

also make it easier to conduct reliable follow-up activities.

In addition, the ECA might consider following up on all recommendations made
in all the special reports. The peer reviewers believe that this may be a good
approach to using the follow-up process as a quality assurance mechanism for

the recommendations made.

The ECA may wish to consider whether the Commission’s RAD system is an expe-
dient and reliable tool for the ECA’s follow-up work. Having in place an inde-
pendent in-house system might help assessing actions taken in response to audit

recommendations in a timely and reliable manner.

Quality management

102

The ECA has demanded high quality standards for its processes and products.
Therefore, the ECA attaches great importance to quality management that is
composed of tools for both quality control and quality assurance. The peer
review carried out in 2008 resulted in some relevant quality management rec-
ommendations. In the recent review, the peer reviewers found that the ECA has

taken up and largely implemented those recommendations. Accordingly, the

10

The discussion within the ECA about how this is to be done in the future had not yet been fina-
lised when the present report was completed.
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ECA has only recently revised its rules and regulations on quality management,

aiming to achieve conformity with the standards imposed by ISSAI 40.

Quality control includes supervision and review under the responsibility of line
managers. In line with the 2008 peer review, the ECA also introduced a tool
known as “engagement quality control review (EQCR)”. It is a “hot” review car-
ried out while the audit is underway by a staff member from the same Chamber
who is not involved in audit work. Under EQCR, the Chambers are required to

check and verify certain quality aspects related to APM and the draft report.

When introducing EQCR, one of the ECA’s objectives was to ensure a consistent
approach throughout the Court. The ECA assigned key elements of the responsi-
bility for quality control to the Chambers. The Chambers have promulgated
supplementary regulations on EQCR. They have allocated the responsibilities for
this function and, to differing extent, have extended the application of EQCR to

other documents.

Apart from the Chambers’ EQCR activities, the previous CEAD notes on draft
APMs and draft reports are still in use as a tool for quality control. The advice
given by the CEAD Members is to provide the Chambers with suggestions for
improving their special reports. The peer review team found that the CEAD
notes have an unclear formal status and the Chambers do not systematically
give feedback to the CEAD on the use of the advice. The CEAD does not system-
atically analyse whether and to what extent its guidance is followed. In relation
to particular cases studied by the peer review team, the addressees of the CEAD
notes felt that such non-binding advice was sometimes helpful, sometimes less
appropriate and that the usefulness of the advice often largely depended on the

respective CEAD official involved.
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As part of quality assurance the ECA also carries out ex-post (“cold”) reviews. In
recent years, the CEAD’s reviews did not address completed audit exercises but
looked at systematic aspects rather. Moreover, the ECA obtains experts opin-
ions on a number of special reports selected each year. The peer reviewers
found that the results were neither analysed systematically nor were lessons

learned in a structured way.

In addition, the Members frequently commission staff of their private offices to

perform quality check-ups.

The ECA strives for a high level of quality. Nevertheless, in the peer reviewers'
opinion the various tools of its quality management have a potential to be used
in a more efficient way which means more consistently and based on an over-

arching concept of quality in performance auditing.

The peer reviewers are familiar with the sensitivity of quality assurance
measures. The ECA could use the results of a cold review for the implementation
of EQCR, which has already been scheduled and thus reconsider the system once
more. The peer reviewers recommend questioning whether the existence of
parallel tools and responsibilities is really the best option. This especially con-
cerns the parallel operation of EQCR and CEAD notes. In the peer reviewers’
opinion involving the CEAD in the document-drafting process would only make
sense if its contributions implied some co-responsibility and were of binding

character.

In the course of such efforts, the ECA could also consider options designed to
bring the readability of all special reports in line with the report-writing guide-
line. The review team found special reports written in very good manner, and

others that are less reader-friendly. The ECA may consider whether relevant
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activities, such as continuing language training, have the potential to improve

the auditors’ language skills.

The peer reviewers encourage the ECA to analyse and appropriately communi-
cate the results and outcomes of all quality assurance measures so that the
lessons learned will actually be taken into account for future work. In the peer
reviewers’ opinion, this is a base for a gradual organisational learning process in
order to improve tools, to delete tools and to implement new tools. Where the
ECA feels that doing so does not make sense, the Court may decide to waive the

respective tools.
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2008 Peer Review —

Implementation of recommendations

111

The peer review team welcomes the ECA’s efforts to implement the recommen-
dations arising from the 2008 peer review. Any recommendations related to
aspects of performance audit have been dealt with in the previous paragraphs.
The peer reviewers’ findings on the major recommendations are dealt with

under items 112 to 132 below.

Key Performance Indicators (KPI)

112

113

114

Under item 99 of the 2008 peer review, it was recommended that “the Court
should establish formal mechanisms to monitor and assess the appropriateness

of its performance indicators.”

In accordance with ISSAI 20, the ECA had already started developing and imple-
menting KPIs at the time of the previous peer review. ISSAI 20 calls on SAls to
assess and report timely, reliably, clearly and publicly on their status, mandate,
strategy, activities, financial management, operations and performance. Their

work processes, activities and products should be transparent.

Since 2008, the ECA has implemented a system of ten KPIs and published the
aggregated results in its annual activity report. Additional analyses have been
made available to internal stakeholders. The Court has followed the previous
peer review’s recommendation to monitor and assess the appropriateness of

the KPI. Based on its strategy for the years 2013 to 2017, the ECA recently sys-
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tematically revised the set of indicators, taking into account lessons learned so

far.

The Court’s strategic objective for the 2013-2017 period is “to maximise the
value of the Court’s contribution to EU public accountability”. Internal and ex-
ternal acceptance of the KPIs depends largely on whether these can be logically
derived from the strategic objectives. The ECA has set out to define the relation

between KPIs and target achievement more clearly.

Until 2012, one important indicator used to measure the Court’s impact was the
number of recommendations accepted as well as of those implemented by audi-
tees compared to the total number of recommendations issued (cf. KPI 4a and
4b). In the recent revision, the Court decided to calculate the ratio of recom-
mendations implemented in relation to the number of recommendations ac-

cepted.

The peer reviewers believe that, while this might be a good yardstick for the
auditees’ activity, that specific indicator cannot in itself provide reliable infor-
mation on the extent to which the ECA has influenced the results. Irrespective of
this, the ECA would be well advised to continue to use the portion of recommen-

dations implemented relative to the total number of recommendations.

Furthermore, the ECA measures the “appraisal by the principal users and by the
auditee of the quality and impact of the Court’s audits”. For this purpose, the
Court sends questionnaires to its external stakeholders. It rests with the audi-
tors to name the Commission staff members who shall receive the question-
naire. Until 2012, responses received from the Commission and those from
other stakeholders were analysed and published separately. Evaluations by the

ECA revealed that the number of responses received from stakeholders outside
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the Commission was too low to permit valid conclusions. The ECA therefore
intends to consolidate feedback from external stakeholders within and outside

the Commission to form one single KPl in the future.

Due to their specific roles, Parliament and Council on the one hand and the Com-
mission as an audited body on the other hand differ in their interests and the
perspectives regarding the ECA’s audits. The peer reviewers recommend that the
ECA continue to take these different perspectives into account when presenting
the results. The peer reviewers therefore advise the Court against consolidating

the feedback from all stakeholders into one single KPI.

The peer reviewers advise the Court to select respondents according to better
defined rules. To leave the selection of respondents only to the discretion of the
auditors reduces the reliability of the KPI. Additionally, the ECA may wish to

apply qualitative survey techniques such as using focus groups.

Interviews conducted by the peer reviewers indicate that internal acceptance of
the KPIs depends largely on the extent to which the ECA uses the evaluations to
further improve its processes and products. This is particularly true for KPls
which may yield direct feedback on the quality of audit findings (e.g. KPl 3 new:
“External assessment of the ECA’s products”) or on audit procedures (e.g. KPl 6
new: “Duration of performance audits”). When further developing KPIs, the
Court may wish to study more closely the potential role of the indicators in inter-

nal management.
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Media coverage

122

123

124

125

126

Under item 78 of the 2008 peer review report, the Court was advised to moni-
tor the accuracy of media coverage of its reports to ensure that its messages

were clearly communicated.

The peer reviewers noted that some improvements were made regarding quan-
titative press reviews. However, the peer review team believes that satisfactory
press coverage needs a more proactive policy in order to reach ECA stakeholders
and to be more effective in delivering clearer messages on how to improve EU

financial management, programmes and services.

The ECA, aware of the needs mentioned above, carried out an intensive work
aiming at improving its communication from September 2012 to June 2013. On
24 June 2013, proposals on actions to be taken 2013—-2014 were put forward to

be decided on by the ECA’s Administrative Committee.

When the peer review report was drafted (mid-July 2013), other proposals re-
lating to communication with “professional” stakeholders, such as the national

SAls, EUROSAI and INTOSAI, were still pending.

The peer reviewers believe stronger relationships with national SAls may encour-
age the ECA to adopt fruitful practices and show that high and effective media
coverage can be achieved with a limited communication budget. It would be
advisable to assess the efficiency and effectiveness of the new communication

policy.
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Implementation of further recommendations from the 2008 peer

review

Personal independence

127 Item 43 of the 2008 peer review report contained the recommendation that the
Court’s audit management framework should be further strengthened by re-
quiring Members and staff to update their declaration of independence on an
annual basis and to attest to any threat to their independence as soon as it
arises. For this purpose, the ECA put into place procedures for annual declara-
tions (Dec 36-2011 and Dec 33/1/11/rev1), developed a training course and
reviewed both its “Code of Good Administrative Conduct for Staff” and its
“Code of Conduct for Members of the Court”. In addition, the ECA adopted
“Ethical Guidelines” which replaced the “Code of Good Administrative Con-

duct”.

128 This shows that the Court has taken relevant actions. The peer reviewers advise

the ECA to evaluate the impact of these actions.

Rotation of staff

129 The 2008 peer review recommended, under item 45, that the Court should
establish a policy for the mandatory rotation of staff. In 2010, the ECA imple-
mented a regulation on staff rotation which lays down the intended minimum

and maximum terms of office for each category of staff.

130 In the peer reviewers’ opinion the recommendation has been implemented.

N
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Training

131

132

Under item 92 of the 2008 peer review report, the 2008 peer reviewers recom-
mended that management should provide clear direction and leadership that
would support the importance of training as a means to achieve the Court’s
audit and staff development priorities. The ECA has taken action to improve the
situation, such as a medium-term training plan that comprises an analysis of the
current state and defines training objectives in accordance with the overall
strategy as well as measures, resources and people in charge of their implemen-

tation.

The peer review team considers this as a solid basis for providing tailored solu-
tions to satisfy the continually high training needs of both senior executives and
staff. Nevertheless the peer reviewers would like to emphasise the need for con-
tinued and additional professional education/training in performance auditing
for the auditors and Members. As mentioned above, the peer reviewers encour-

age the ECA to work more closely with national SAls in this matter.
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PRESIDENT
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Prof. Dr. Dieter Engels
Prisident
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53113 Bonn

Subject: 2013 ECA peer review report

bickwn prry. Frupety,

Dear Colleague,

Thank you for the report of the peer review, led by your institution. I would like to thank your
team, as well as the team members from the SAls of France and Sweden for their dedication
and hard work during the process.

The Court notes with satisfaction the peers’ conclusion that we have systematically followed
up on the recommendations of the previous peer review of 2008, and have taken a number of
steps to enhance the efficiency and effectiveness of our performance audits.

The Court also is encouraged that the peers found that we have progressively developed our
performance audit standards, manuals and guidelines in close compliance with international
professional standards. Furthermore, we support the observation that our strategic
commitment to enhancing EU accountability is a prerequisite for gaining recognition as a
relevant player within the complex structure of European institutions and for adding value by
means of our audit work.

The Court appreciates the peers’ constructive comments and recommendations which identify
opportunities and challenges for us to further strengthen our performance audit practice.
Among them is the need to streamline and speed up decision making; to formulate more
practical recommendations that should be clearly addressed to specific bodies at EU or
national level; to review the nature and content of the exchanges with the Commission as the
main auditee; and to better take into account the perspectives of the Court’s stakeholders
when selecting and prioritising audits.

As the peers recognise, we are undertaking as part of the Court’s 2013 — 2017 strategy a range
of initiatives designed to improve our performance audit practices with respect to the issues
raised in the review. We intend to consider the conclusions and recommendations of the peer

12, RUE ALCIDE DE GASPERI TELEPHONE (352) 4398-45586
L-1615 LUXEMBOURG E-mail: vitor.caldeira@eca.europa.ecu TELECOPIE (352)4398-46813
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review report in these initiatives after a dialogue with our staff and stakeholders. We will then
examine how best to address the recommendations in the period covered by our strategy.

On behalf of the Court, I would once again like to thank the peer review team for its
competence, professionalism and constructive approach.

Yours sincerely,

.

275 1754

—

Vitor Caldeira
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