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GLOSSARY

Bulk water supply system: All infrastructure enabling the provision of water in municipal/local 
tanks, including water abstraction, production, the long-distance transfer of raw water, treatment 
and transport up to the tanks. Water is then provided to users through the distribution network.

Cohesion Fund (CF): Financial instrument designed to strengthen economic and social cohesion 
by financing environment and transport projects in Member States with a per capita GNP of less 
than 90 % of the EU average.  

Cost-benefit analysis (CBA): A technique for comparing all the costs and all the benefits of an in-
tervention to determine whether the benefits outweigh the costs, and if so, by what proportion.

Cost recovery principle :  A principle requiring that the costs of a specific good or service are 
covered by the revenues.

In the field of water, Member States are required to adopt water pricing policies which take ac-
count of the recovery of all costs in order to provide incentives to use water resources efficiently 
(see Article 9 of Directive 2000/60/EC of the European Parliament and of the Council of 23 Octo-
ber 2000 establishing a framework for Community action in the field of water policy (OJ L 327, 
22.12.2000, p. 1).

Distribution network: All activities and infrastructures enabling the distribution of water to do-
mestic and other users from municipal or local tanks.

Effectiveness: Measurement of the relationship between objectives set and results achieved.

Efficiency :  Measurement of the relationship between the resources employed and the results 
achieved; in the present report, the relationship between investment cost and, for example, the 
increase in water volumes supplied or the improvement in the quality of the water.

European Regional Development Fund (ERDF): Financial instrument designed to promote eco-
nomic and social cohesion between the regions of the EU. ERDF interventions are mainly imple-
mented through operational programmes involving a large number of projects.

Hm3: Hectocubic metre, equals 1 million m3.

Horizon year: A year in the future for which the estimated demand is used as a basis for planning 
water supply investment.

Non-invoiced water: Difference between the volume of water abstracted and the invoiced con-
sumption, also known as unaccounted-for water. It includes leakages, illegal consumption, inac-
curacies in measurement and free use of water services. While leakages can only be estimated, 
non-invoiced water is a measurable parameter for which data are available in almost all the water 
supply systems. In this report, it is used as an indicator of the water system networks’ yield.

Operational programme (OP): A document approved by the Commission which takes the form of 
a coherent set of priorities comprising multiannual measures. 
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Per capita consumption: At the level of an area, a municipality or a region, the volume of water, in 
litres per day and per person, necessary for ordinary domestic and industrial activities. Hydrological 
planning documents establish values of per capita consumption on the basis of local residential 
characteristics and industrial development.

Programme period: The multiannual framework within which Structural Fund and Cohesion Fund 
expenditure is planned and implemented. 

Social affordability: Principle requiring that the population’s capacity to pay for water is taken into 
account when setting water prices intended to cover the costs of the services. It can be measured 
by the ratio of households’ water expenditure to their disposable income.

Structural measures: In this report, interventions by the European Regional Development Fund 
and by the Cohesion Fund.

Water channel: Open or closed water ways in concrete or other materials. In this report the term 
is used only for water ways conveying water for mixed use, irrigation and domestic water supply.

Water main: Pipes of different diameter and material used for the transport of water within a bulk 
water supply system.

Water reservoir: Artificial lake created by building a dam in a river or stream.

Water tank: Container in concrete or other material used to store water.

Water tariffs (charges): Price of water charged by service providers to users. Water tariffs vary for 
different users: households, industry and agriculture. Water tariffs are usually charged together 
with waste water tariffs. 

GLOSSARY



Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

7

Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

I .
W a t e r  i s  o n e  o f  t h e  m o s t  i m p o r t a n t 
resources  for  socia l  and economic  devel -
o p m e nt .  Wate r  s u p p l y  fo r  d o m e s t i c  co n -
s u m p t i o n  i s  e s s e n t i a l  fo r  h u m a n  h e a l t h 
and wel lbeing.

I I .
I nvestments  in  water  supply  address  d i f -
f e r e n t  n e e d s ,  s u c h  a s :  i n c r e a s i n g  a v a i l -
abi l i t y  of  water  in  response to  increased 
demand;  expanding geographica l  cover -
a g e ;  i m p ro v i n g  t h e  q u a l i t y  o f  t h e  w a t e r 
d i s t r i b u t e d ;  i m p rov i n g  t h e  e f f i c i e n c y  o f 
wate r  s u p p l y  s ys te m s  a n d  t h e  q u a l i t y  o f 
the ser v ice.

I I I .
T h e  C o u r t ’s  a u d i t  f o c u s e d  o n  t h e  i n f r a -
s t r u c t u r e s  e x c l u s i v e l y  d e d i c a t e d  t o 
d o m e s t i c  w a t e r  s u p p l y  c o - f i n a n c e d  b y 
t h e  C o h e s i o n  F u n d  a n d  t h e  E RDF    a n d 
c o m p l e t e d  d u r i n g  t h e  2 0 0 0 – 0 6  p r o -
gramme per iod in  Spain,  Greece,  Por tugal 
and I ta ly,  which are  the major  rec ipients 
o f  f u n d i n g  i n  t h i s  a r e a .  T h e  a u d i t  f i n d -
i n g s  a r e  b a s e d  o n  a  d i r e c t  r e v i e w  o f  2 9 
projec ts  — 11 approved by  the  Commis-
s i o n  a n d  1 8  a p p r o v e d  b y  t h e  m a n a g i n g 
a u t h o r i t i e s  i n  t h e  M e m b e r  St ate s  —  a n d 
o n  a n  e x a m i n a t i o n  o f  t h e  C o m m i s s i o n 
a n d  M e m b e r  S t a t e s ’ s ys t e m s  fo r  m a n a g -
ing and monitor ing EU funds.

IV.
T h e  m a i n  o b j e c t i v e  o f  t h e  a u d i t  w a s  t o 
a s s e s s  w h e t h e r  E U  s p e n d i n g  o n  w a t e r 
supply  is  used to  best  ef fec t ,  by  address-
ing whether :

—	 t h e  m o s t  a p p ro p r i a t e  s o l u t i o n s  we re 
a d o p t e d  t o  m e e t  t h e  n e e d s  o f  t h e  
areas  concerned;

—	 the co-financed projects were success-
ful  in  improving the water  supply ;

—	 the objec t ives  have been achieved at 
the lowest  cost  to  the EU budget .

EXECUTIVE 
SUMMARY
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V.
T h e  C o u r t  f o u n d  t h a t ,  w h i l s t  s t r u c t u r a l 
m e a s u r e s  s p e n d i n g  h a s  c o n t r i b u t e d  t o 
improving the supply  of  water  for  domes-
t i c  u s e ,  b e t t e r  r e s u l t s  c o u l d  h a v e  b e e n 
achieved at  a  lower  cost .  I n  par t icular :

—	 forecasts of future water needs did not 
take into account  downward trends in 
w a t e r  d e m a n d  n o r  a l l  r e s o u r c e s  a l -
re a d y  av a i l a b l e ;  m o re ove r,  fo c u s  w a s 
p l a c e d  o n  e x p l o i t i n g  n e w  s o u r c e s 
without  consider ing a l ter nat ive  solu-
t i o n s ,  s u c h  a s  r e d u c i n g  w a t e r  l o s s e s 
and using other nearby resources;  l im-
i ted value was  added by the Commis-
sion and the Member States’ managing 
author i t ies’ appraisa l ;

—	 measurable  improvements  have been 
a c h i e ve d  i n  te r m s  o f  i n c re a s e d  av a i l -
a b l e  vo l u m e  o f  w a t e r,  e x t e n d e d  c o v -
e r a g e  o f  p u b l i c  n e t w o r k ,  b e t t e r  w a -
te r  q u a l i t y,  h i g h e r  n e t wo r k  y i e l d  a n d 
s e r v i c e  c o n t i n u i t y ;  h o w e v e r ,  s o m e 
projects were not operational  because 
of  miss ing complementar y  infrastruc-
ture ;  monitor ing of  achievements  was 
o f  va r i a b l e  q u a l i t y ;  w h e re  co n d i t i o n s 
w e r e  i m p o s e d  i n  g r a n t  d e c i s i o n s ,  
a t t e n t i o n  w a s  n o t  a l w a y s  p a i d  t o 
w h e t h e r  t h o s e  c o n d i t i o n s  h a d  b e e n 
compl ied with ;

—	 al l  projec ts  have exper ienced cost  in-
c r e a s e s  a n d  d e l a y s ;  w h e n  m e a s u r e d 
b y  t h e  t w o  m a i n  e f f i c i e n c y  p a r a
m e t e r s  ( c a p a c i t y  u t i l i s a t i o n  r a t e  a n d 
non- invoiced water ) ,  severa l  projec ts 
were found to operate with l imited ef-
f ic ienc y ;  s igni f icant  weak nesses  were 
o b s e r v e d  i n  t h e  p r o c e s s  f o r  s e t t i n g 
grants  and insuf f ic ient  cons iderat ion 
w a s  p a i d  by  t h e  Co m m i s s i o n  a n d  t h e 
M ember  States’ managing author i t ies 
to the abi l i ty  of  the projec ts  to gener-
ate  revenues.

EXECUTIVE
SUMMARY

VI.
The Cour t  recommends that :

—	 M e m b e r  S t a t e s  s h o u l d  i m p ro ve  t h e i r 
e x  a n t e  analys is  and forecast  of  future 
n e e d s  b y  t a k i n g  i n t o  a c c o u n t  r e c e n t 
a n d  a c c u r a t e  d a t a  a n d  i m p ro ve  t h e i r 
i n v e n t o r y  o f  a l l  a v a i l a b l e  w a t e r  r e -
sources;  pay greater attention to alter-
nat ives  to  supply  s ide solut ions  (such 
a s  m e a s u re s  t o w a rd s  re d u c i n g  w a t e r 
losses)  and to measures for the protec-
t ion of  water  qual i t y ;

—	 t h e  C o m m i s s i o n  s h o u l d  e n c o u r a g e 
Member States  to  implement ef f ic ient 
water  resource management  and take 
its  effects  into account when planning 
c o - f i n a n c e d  w a t e r  s u p p l y  i n f r a s t r u c -
ture ;

—	 Member States should ensure, from the 
p l a n n i n g  s t a g e,  t h a t  c o m p l e m e n t a r y 
infrastruc ture  necessar y  for  the entr y 
into  operat ion of  the  projec ts  wi l l  be 
av a i l a b l e  o n  t i m e ;  b e t t e r  m o n i t o r i n g 
tools  for  achievements and condit ions 
should be put  in  place;

—	 M e m b e r  S t a t e s  s h o u l d  p a y  m o r e  a t -
t e n t i o n ,  d u r i n g  t h e  p l a n n i n g  p h a s e , 
to  fac tors  that  of ten create delays ;  re -
sults  of  better  e x  a n te  analyses should 
be taken into account in  the design of 
new infrastruc ture ;

—	 t h e  C o m m i s s i o n  a n d  t h e  M e m b e r 
S t a t e s  s h o u l d  i m p rove  t h e  q u a l i t y  o f 
the CBAs and f inancing gap est imates 
and give due consideration to the abil-
i t y  o f  t h e  p r o j e c t s  t o  g e n e r a t e  r e v e -
nues.
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INTRODUCTION

Wat e r  s u pp  ly  i n  t h e  E U

	 1 . 	 �Water is  essential  for  human health and one of  the most impor -
tant  natural  resources  needed for  socia l  and economic  devel-
opment .  The d ist r ibut ion of  suf f ic ient  good qual i t y  water  for 
domest ic  consumption is  an impor tant  prerequis i te  for  devel-
opment.

	 2 . 	 �In the EU, there are signif icant variations among Member States 
and bet ween regions  within  the same State  in  the propor t ion 
of  population covered by a public  water  supply system and the 
per capita consumption of  water.  There are also s ignif icant dif-
ferences in the eff ic ienc y of  water  networks,  the pr ice of  water 
and share of  water  expenditure in total  household income (see 
Ta b l e  1 ) .

TABL   E  1
M a i n  c h a r ac t e r i s t i c s  o f  t h e  wat e r  s u pp  ly  f o r  d o m e s t i c 
u s e  i n  t h e  E U  —  ave  r age   va lu e s  at  Me  m b e r  S tat e  l eve   l1

Minimum Maximum

Population coverage
(% of total population) 70 100

Per capita consumption
(litres/day) 70 270

Non-invoiced water
(% of total water abstracted) 7 55

Water price (euro/m3) 0 2,1

Share of the expenditure for water 
supply in total household income (%) 0 2,5

1	 �The information has been collected from different sources: EUREAU, Eurostat, OECD, International 

Benchmarking Network for Water and Sanitation Utilities, and European Commission (Regional Policy DG).



10

Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect? Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

	 3 . 	 �According to the Treaties,  the prudent and rational  use of  natu-
ral  resources is  one of  the objectives of  the environmental  pol-
ic y.  The key legal  instrument  for  water  i s  the water  f ramework 
direc t ive,  which aims to ensure the protec t ion of  water  and i ts 
susta inable  use.  The direc t ive  entered into force in  2000,  and 
had to  be  t ransposed by  D ecemb e r  2003.  I t  e s tab l i s h e d c las -
s i f icat ion systems for  water  qual i t y  and required a  monitor ing 
net wor k  by  2006,  the  publ icat ion of  r iver  bas in  management 
plans in  2009 and,  in  pr inciple,  the attainment of  environmen-
tal  objectives by 2015.  I t  also required Member States to adopt 
water-pr ic ing pol ic ies  providing incent ives  to  ef f ic ient  water 
use,  with  an adequate contr ibut ion to  this  goal  f rom di f ferent 
categor ies  of  water  user  (cost  recover y  pr inciple) .  This  obl iga-
t ion is  due by 2010 1.

	 4 . 	 �I n  a d d i t i o n ,  a  Co u n c i l  d i re c t i ve  o n  d r i n k i n g  w a t e r  q u a l i t y  i s 
d e s i g n e d  t o  p r o t e c t  h u m a n  h e a l t h ,  i n  p a r t i c u l a r  b y  s e t t i n g 
maximum values  for  cer ta in  microbiological ,  chemical  and or-
ganolept ic  parameters 2.

E U  S t r u c t u r a l  Me  a s u r e s  co - f i n a n c i n g  o f 
wat e r  s u pp  ly  i n f r a s t r u c t u r e

	 5 . 	 �I nve s t m e n t s  i n  w a te r  s u p p l y  s ys te m s  a re  m a d e  a s  a  re s u l t  o f 
one or  more speci f ic  needs.  These are  the need to :

(a) 	 increase avai labi l ity  of  water,  either because of  population 
increases  or  economic  growth;

(b) 	 expand geographical  coverage to sectors of  the population 
which were excluded f rom publ ic  water  ser v ices ;

(c ) 	 improve the qual i ty  of  the water  distr ibuted,  e ither  by de -
ve l o p i n g  n e w  w a t e r  re s o u rc e s  o r  b y  t re a t i n g  w a t e r  f ro m 
avai lable sources,  when for  example exist ing sources have 
been contaminated by industr y  or  agr iculture ;

(d) 	 improve the eff ic ienc y of  water  supply  systems to address 
water  losses  or  the obsolescence of  equipment ;

(e) 	 improve ser vice qual ity  by reducing the number and dura-
t ion of  restr ic t ions  and interrupt ions.

1	 Directive 2000/60/EC of the 

European Parliament and of 

the Council of 23 October 2000 

establishing a framework for 

Community action in the field of 

water policy (OJ L 327, 22.12.2000, 

p. 1). Article 9 concerns the recovery 

of costs for water services. This 

framework directive was adopted 

when specific directives had already 

been adopted, for example the 

drinking water quality directive.

2	 Council Directive 98/83/EC of 

3 November 1998 on the quality 

of water intended for human 

consumption (OJ L 330, 5.12.1998,  

p. 32). This directive replaces Council 

Directive 80/778/EEC.
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	 6 . 	 �The construc t ion costs  of  water  supply systems are el igible for 
ass istance,  under  the cohesion pol ic y,  f rom the European Re -
gional  Development  Fund (ERDF)  and the Cohesion Fund (CF) . 
T h i s  s u p p o r t  m a y  v a r y  f r o m  2 5  %  u p  t o  8 5  %  o f  t h e  e l i g i b l e 
expenditure 3.

	 7 . 	 �I n  t h e  2 0 0 0 – 0 6  p r o g r a m m e  p e r i o d ,  E U  f i n a n c i a l  s u p p o r t  fo r 
projec ts  dedicated exc lus ive l y  to  d om e s t i c  wate r  s u p p l y  an d 
co-financed by these funds total led 4,05 bil l ion euro 4,  with four 
M e m b e r  S t a te s  a cco u n t i n g  fo r  3 , 6 2  b i l l i o n  e u ro  o r  8 9 , 4   %  o f 
the total :  Spain,  Greece,  Por tugal  and I taly.  Expenditure in this 
f ie ld  is  l ike ly  to  remain s igni f icant  in  the 2007–13 programme 
per iod:  i t  i s  est imated that  the  15  M ember  States  e l igib le  for 
CF suppor t  st i l l  need to  invest  around 25 bi l l ion euro in  water 
supply 5.

	 8 . 	 �Co -f inanced projec ts  are  implemented under  shared manage -
m e n t  b e t w e e n  t h e  C o m m i s s i o n  a n d  t h e  M e m b e r  S t a t e s ,  t h e 
Commission bear ing the ult imate responsibi l i t y  for  the imple -
mentat ion of  the budget 6.  Their  roles  depend on the fund pro -
viding the f inancial  suppor t  and on the level  of  the cost  of  the 
projec t .

(a) 	F or  CF projec ts  and ERDF major  projec ts 7,  the Commission 
examines  the qual i t y  of  the projec ts  to  be co -f inanced in 
t e r m s  o f  t h e i r  c o m p l i a n c e  w i t h  a p p l i c a b l e  E u r o p e a n  d i -
rec t ives  and the pr ior i t ies  of  the Funds,  their  potent ia l  to 
achieve results  with  regard to  regional  development  and 
thei r  need for  an  EU f inancia l  contr ibut ion.  The  Commis-
sion’s decision to co-finance a project establishes the grant 
level  and the  condit ions  to  which i ts  payment  i s  subjec t . 
I n  t h e  c a s e  o f  CF   p ro j e c t s ,  a  f i n a l  re p o r t ,  i n c l u d i n g  a  d e -
scr ipt ion of  the work carr ied out  and an init ia l  assessment 
o f  t h e  a c h i e ve m e n t  o f  t h e  a n t i c i p a t e d  re s u l t s ,  h a s  t o  b e 
produced for  the Commiss ion 8.  I n  the case  of  ERDF major 
projec ts,  speci f ic  f inal  repor ts  are  not  required.

(b) 	 for  the other  ERDF projec ts,  the Commission’s  role is  l imit-
ed to assessing and approving the operational programmes 
to which the projec ts  belong and to whose general  objec -
tives they should contribute;  the Member States’ managing 
a u t h o r i t i e s  a re  re s p o n s i b l e  fo r  e va l u at i n g  gra nt  a p p l i c a -
t ions,  deciding on the amount  of  the grant  and fol lowing 
up the implementat ion of  the projec ts.

3	 For more information, see 

Article 29 of Council Regulation 

(EC) No 1260/1999 of 21 June 1999 

laying down general provisions 

on the Structural Funds (OJ L 161, 

26.6.1999, p. 1) and Article 7 of 

Council Regulation (EC) No 1164/94 

of 16 May 1994 establishing a 

Cohesion Fund (OJ L 130, 25.5.1994, 

p. 1), as amended by Regulation (EC) 

No 1265/1999 (OJ L 161, 26.6.1999, 

p. 62).

4	 Amounts estimated by the Court. 

In addition, the EU has granted 

significant financial support to water 

supply projects which also include 

sanitation.

5	 Strategic evaluation on 

environment and risk prevention 

under Structural and Cohesion Funds 

for the period 2007–13, Synthesis 

Report, 7.11.2006, p. 19. The report 

was commissioned by the Regional 

Policy DG.

6	 Article 274 of the Treaty 

establishing the European 

Community (ex Article 205).

7	 In the 2000–06  programme 

period, ‘major projects’ were those 

‘whose total cost taken into account 

in determining the contribution of 

the Funds exceeds 50 million euro’ 

(see Article 25 of Council Regulation 

(EC) No 1260/1999 of 21 June 1999). 

For more information on the subject, 

see the Court’s Special Report  

No 1/2008 concerning the 

procedures for the preliminary 

examination and evaluation of 

major investment projects for the 

1994–99 and 2000–06  programme 

periods.

8	 Article F(4) of Annex II of 

Regulation (EC) No 1164/94 as 

amended by Regulation (EC)  

No 1265/1999.
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	 9 . 	 �For  each programme per iod,  the Commission issues guidel ines 
for  the implementat ion of  the funds.  For  the 2000–06  per iod, 
t h e  g u i d e l i n e s  i s s u e d  i n  1 9 9 9  m a k e  i t  a  p r i o r i t y  t o  s u p p o r t 
co m p l i a n ce  w i t h  t h e  e nv i ro n m e nt a l  s t a n d a rd s  e s t a b l i s h e d  i n 
t h e  re l e v a n t  E U  d i re c t i ve s .  T h e y  s p e c i f y  t h a t  p ro j e c t s  i n  t h e 
wate r  s e c to r  ‘s h o u l d  b e  co n s i s te nt  w i t h  t h e  p r i n c i p l e s  o f  t h e 
p ro p o s e d  w a t e r  f r a m e wo r k  d i re c t i ve’ a n d  t h a t  ‘ t h e re  s h o u l d 
be more emphasis  on increas ing the ef f ic ienc y of  ex ist ing in-
f r a s t r u c t u re  w i t h  a  v i e w  to  l i m i t i n g  l o s s e s ’ 9.  I n  a d d i t i o n ,  t h e 
guide to the Cohesion Fund indicates  that  ‘a l l  the investments 
in  water  supply  should  be  accompanied by  a  concrete  ac t ion 
p l a n  to  l i m i t  wate r  l o s s e s  f ro m  t h e  d i s t r i b u t i o n  s ys te m  to  a n 
opt imal  percentage for  the ef f ic ienc y of  the system’ 10.

	 10. 	�C o - f i n a n c e d  i n f r a s t r u c t u re s  a re  o f  v a r i o u s  t y p e s .  T h e  ‘ Wa t e r 
supply  systems’ scheme in  A n n e x  I  g ives  a  descr ipt ion of  the 
components of  the water systems,  from abstraction (bulk water 
supply  systems)  to  distr ibut ion to  end users  (distr ibut ion net-
works) ,  and Box 1  gives some examples of co-financed projects. 
The most  common elements  of  the  water  supply  systems are : 
dams, desalination plants,  water treatment plants,  water mains, 
p u m p i n g  s t a t i o n s ,  r e s e r v o i r s ,  w a t e r  t a n k s ,  d i s t r i b u t i o n  n e t -
works,  and remote control  and detection systems for  leaks and 
breakdowns.

9	 The Structural Funds and 

their coordination with the 

Cohesion Fund — Guidelines for 

programmes in the period 2000–06. 

Communication of the Commission 

(OJ C 267, 22.9.1999, p. 2). Quoted  

in page 6.

10	 Guide to the Cohesion Fund 

2000–06 , Annex A, EC, version 1.0, 

February 2000, pp. 9–10.

BOX    1
E x a m p l e s  o f  p r o j e c t s  co - f i n a n c e d  by  t h e  E U

One project aimed to extend the public water supply network to the population of rural districts which 
were using private and dispersed sources. The project consisted of 11 water tanks, 32,6 km of pipes for 
the connection of the new network to the bulk water supply system, 10 pumping stations and about 
87 km of pipes for the new distribution network. The cost of the project eligible for EU assistance was 
4,28 million euro, with 3,21 million euro of ERDF co-financing.

A series of projects was designed to create new water sources and to improve the water treatment in a 
bulk water supply system covering an area of 11 000 km2 and 2,5 million inhabitants. It consists of various 
co-financed projects: a desalination plant with a capacity of 65 000 m³ of water per day at an eligible cost 
of 55,10 million euro, with 46,86 million euro of CF co-financing; the renewal of a treatment plant with 
a capacity of 116 640 m³ of water per day at an eligible cost of 5,38 million euro, with 3,50 million euro 
of ERDF co-financing; and the construction of a water main of 27 km and three associated water tanks 
connecting the bulk water supply system with another desalination plant at an eligible cost of 19,71 mil-
lion euro, with 12,81 million euro of ERDF co-financing.
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S o m e  p r o j e c t s  co - f i n a n c e d  by  t h e  E U

Picture 1: Pumping station in Portugal

Picture 2: Desalination plant in Spain

Picture 3: Dam in Spain

Picture 4: Treatment plant in Greece
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AUDIT SCOPE AND 
OBJECTIVES

	 11. 	�T he main objective of the audit  was to assess whether EU struc-
tura l  measures  spending on the supply  of  water  for  domest ic 
consumption is  used to  best  ef fec t .

	 12. 	T he Cour t  addressed the fol lowing sub - quest ions :

(a) 	W ere  the  most  appropr iate  solut ions  adopted in  order  to 
meet  the needs of  the areas  concerned?

(b) 	H  a v e  t h e  p r o j e c t s  a c h i e v e d  t h e i r  a i m s  o f  i m p r o v i n g  t h e 
supply  of  water  for  domest ic  consumption?

(c) 	H  ave  t h e  o b j e c t i ve s  b e e n  a c h i e ve d  a t  t h e  l owe s t  co s t  to 
the EU budget?

	 13. 	�T h e  a u d i t  wa s  c a r r i e d  o u t  at  t h e  Co m m i s s i o n  a n d  i n  t h e  fo u r 
Member  States  which account  for  most  of  the expenditure  on 
infrastructure exclusively dedicated to water supply for domes-
t ic  use :  Spain ,  Greece,  Por tugal  and I ta ly.

	 14. 	� I t  w a s  co n d u c te d  f ro m  Fe b r u a r y  2 0 0 9  to  M a rc h  2 0 1 0 ,  o n  t h e 
b a s i s  o f  a  s a m p l e  o f  2 9  p ro j e c t s  f i n a n ce d  u n d e r  t h e  2 0 0 0 – 0 6 
p ro gr a m m e  p e r i o d  a n d  p hys i c a l l y  co m p l e te d.  Th re e  o f  t h e m 
were  approved by  the  Commis s i on  b efore  2000,  b ut  a l l  three 
were  substant ia l ly  modi f ied  by  Commiss ion dec is ions  dur ing 
the 2000–06 per iod.  The projec ts  were selec ted in  propor t ion 
t o  t h e  s i z e  o f  t h e  t o t a l  f i n a n c i a l  s u p p o r t  p r o v i d e d  t o  e a c h  
o f  t h e  fo u r  M e m b e r  S t a te s .  N i n e  we re  co - f i n a n ce d  by  t h e  CF  
a n d  2 0  b y  t h e  E RDF  ,  t wo  o f  w h i c h  we re  m a j o r  p ro j e c t s 7 ( s e e 
A n n e x   I I ) .

	 15. 	�P roject f i les were reviewed at al l  levels and meetings were held 
with representat ives  of  var ious  local  author i t ies  and publ ic  or 
mixed companies  responsible  for  the design,  implementat ion 
and management of  the infrastruc tures related to the selec ted 
p ro j e c t s .  T h e  Co u r t  w a s  a s s i s t e d  b y  e x p e r t s  i n  w a t e r  s u p p l y 
engineer ing.
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W e r e  t h e  m o s t  a pp  r o p r i at e  s o lu t i o n s 
a d o p t e d  i n  o r d e r  to  m ee  t  t h e  n ee  d s  o f 
t h e  a r e a s  co n c e r n e d ?

	 16. 	�T he commitment  of  f inancia l  resources  to  the bui lding of  new 
infrastruc ture,  which is  of ten expec ted to  be used for  several 
decades,  should be preceded by an analys is  a iming at  f inding 
t h e  b e s t  s o l u t i o n  to  l o c a l  w a te r  s u p p l y  n e e d s.  Th e  m a i n  e l e -
ments  of  such an analys is  are  the demand forecast ,  ca lculated 
main ly  f rom the  s ize  of  the  pop ulat i on  an d th e  exp e c te d p e r 
capita consumption,  and the availabil ity and quality of  existing 
wate r  re s o u rce s .  S o m e  o f  t h e s e  e l e m e n t s ,  s u c h  a s  p e r  c a p i t a 
consumption and the qual i t y  of  ex ist ing water  resources,  may 
be inf luenced by demand s ide measures  and ac t ions  for  water 
resource protec t ion respec t ively.

	 17. 	�T he Cour t  examined whether :

(a) 	 the estimates of  water needs underpinning co-f inanced in-
frastructure projects  were based on well- founded assump -
tions about the evolution of  demand and water avai labil ity 
in  the area concerned;

(b) 	 var ious  potent ia l  solut ions,  inc luding ac t ion to  af fec t  de -
m a n d  o r  to  m a i nt a i n  o r  i m p rove  t h e  q u a l i t y  o f  t h e  wate r 
resources currently used,  had been adequately analysed in 
order  to  se lec t  the best  one;

(c) 	 t h e  a u t h o r i t i e s  i n  c h a r g e  o f  a s s e s s i n g  a p p l i c a t i o n s  a n d 
a p p ro v i n g  g r a n t s  h ave  a d d e d  v a l u e  t o  t h e  p ro j e c t s  p ro -
posed.

OBSERVATIONS
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I n  a l m o s t  a l l  c a s e s ,  f o r e c a s t s  o f  n ee  d s  d i d 
n ot  ta k e  i n to  acco u n t  d o w n wa r d  t r e n d s  i n 
pe  r  c a pi  ta  wat e r  co n s u m p t i o n ,  a n d  i n  s o m e 
c a s e s ,  n ot  a l l  r e s o u r c e s  a l r e a dy  ava i l a b l e 
we  r e  co n s i d e r e d

	 18. 	�T he decis ion to bui ld  new infrastruc ture for  water  supply  was, 
in  a l l  but  three projec ts,  based on est imates  of  future demand 
a n d  o f  t h e  n e e d  f o r  s u p p l e m e n t a r y  w a t e r  r e s o u r c e s .  I n  t h e 
three except ions,  no such est imates  were necessar y  as  the in-
vestment  consisted merely  in  adding or  replacing an e lement 
in  an exist ing system.

	 19. 	� I n  21 cases,  demand was est imated on the bas is  of  theoret ical 
p e r  c a p i t a  co n s u m p t i o n  re co m m e n d e d  by  hyd ro l o gi c a l  p l a n -
n i n g  d o c u m e nt s ,  g i ve n  t h e  l a c k  o f  d at a  o n  co n s u m p t i o n  a n d 
losses from the networks in the past .  The demand est imated in 
this way was sometimes adjusted upwards using various factors 
that  are  d i f f icul t  to  evaluate,  such as  the  ef fec t  of  temporar y 
populat ions 11 and industr ia l isat ion rate.

	 20. 	� In the other f ive cases,  water demand forecasts were estimated 
on the bas is  of  data  about  rea l  past  consumption,  but  apply -
ing di f ferent  methods.  I n  three  of  these  cases,  the  per  capita 
consumption used to  just i fy  the need for  the projec t  i s  h igher 
t h a n  t h e  o n e  re c o m m e n d e d  b y  hyd ro l o g i c a l  p l a n n i n g  d o c u -
ments.

	 21. 	� M o r e o v e r,  i n  a l m o s t  a l l  t h e  p r o j e c t s ,  t h e  d e m a n d  e s t i m a t e s 
do not  ref lec t  the downward trend in  per  capita  consumption 
and,  sometimes,  in  water  losses  that  has  taken place s ince the 
end of  the 1990s or  ear ly  2000s in most  of  the areas concerned 
by the projec ts 12.  This  t rend is  a  result  of  improvements  in  the 
net works 13,  the instal lat ion of  domest ic  meters  and awareness 
c a m p a i gn s  p ro m o te d  by  w a te r  a u t h o r i t i e s  a n d  o p e r a to r s .  As 
the implementation of such demand side measures is  becoming 
more widespread,  an increas ing trend of  per  capita  consump -
t ion is  unl ikely 14.

11	 Temporary (transient) population 

refers to tourists, commuting and 

seasonal workers, i.e. all non-

resident persons.

12	 For example, in four big cities, 

the downward trend in per capita 

consumption is so sharp that, 

despite population increase, the 

overall water consumption has 

decreased between 1 % and 29 % 

since the end of the 1990s. In a 

densely populated coastal area, 

the same trend has been observed 

since the early 2000s. Eight projects 

examined are located in these areas.

13	 Improvements in the networks 

result in reduced losses. Losses are 

considered as being part of the 

demand as they need to be covered 

by the total water production.

14	 See also communication from 

the Commission ‘Addressing the 

challenge of water scarcity and 

droughts in the European Union’, 

COM(2007) 414 final and final report 

from the Commission to the Council 

and the European Parliament on the 

‘Follow-up to the communication on 

water scarcity and droughts in the 

European Union’, COM(2008) 875.



special report no 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

17

special report no 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

 22.   as  a  result ,  a  compar ison bet ween forecasts  of  future  demand 
and ac tual  consumption ver y of ten shows that  (see Ta b l e  2  for 
some examples) :

(a )  a c t u a l  p e r  c a p i t a  c o n s u m p t i o n  i n  2 0 0 8 1 5 i s  s i g n i f i c a n t l y 
lower than the estimate for the horizon year,  and in several 
cases,  i t  i s  even less  than hal f  of  th is  est imate;

(b)  a c t u a l  o v e r a l l  c o n s u m p t i o n  i n  2 0 0 8  i s  m u c h  l o w e r  t h a n 
est imated.

ta b l E  2
Wat E r  co n s u m P t I o n  E s t I m at E s  a n d  ac t ua l  Va lu E s  I n  2008 
f o r  s o m E  P r o j E c t s  E x a m I n E d

Project Per capita consumption in
l/day Overall consumption in hm3/year

Country Horizon year
Estimated 

ex-ante for the 
horizon year 1

Actual 
in 2008 1

Estimated ex-ante Actual

For the horizon 
year For 20082 In 2008

ES 2027 530 286 26 24 14

GR 2020 375–609 197 219 180 90

IT 2040 432 360 178 149 90

PT 2030 154–300 34–66 25 15 6

PT 2038 150 74 0,6 0,4 0,1

ES 2030 350 201–291 8,5 no data 4,3

1 per capita consumption includes peaks, losses and industrial coeffi  cient.
2  the overall consumption estimates for 2008 were indicated in the project studies or calculated by the court on the basis of 

population and per capita consumption trends shown in these studies.

15 the most recent data available at 

the time of the audit.
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	 23. 	�R esources  a l ready avai lable  were not  fu l ly  taken into account 
i n  t h e  d e s i g n  o f  n e w  i n f r a s t r u c t u re  i n  s i x  c a s e s  ( s e e  B o x  2 ) . 
I n  p a r t i c u l a r,  w h e r e  w a t e r  w a s  o f  p o o r  q u a l i t y,  f o r  e x a m p l e 
b e c a u s e  o f  h i g h  n i t rate s  o r  s u l p h ate s  co nte nt ,  i t  wa s  n o t  ex-
amined whether  this  water  could have been mixed with water 
of  good qual i t y  in  order  to  meet  the regulator y  standards  for 
dr ink ing water,  instead of  being ful ly  replaced by water  f rom 
another  source 16.

	 24. 	�A   better  est imation of  future demand and water  def ic i ts  could 
have made i t  poss ible  to  consider  a l ternat ive  solut ions  which 
were not  taken into account  and bui ld  smal ler  capacit y  infra-
struc ture.

BOX    2
E x a m p l e s  o f  p r o j e c t s  w h e r e  ava i l a b l e  r e s o u r c e s  we  r e 
ig  n o r e d  i n  t h e  p l a n n i n g  p h a s e

In Spain, the ERDF co-financed a project to improve the quality of water supplied to various neighbouring 
municipalities, as current water supply did not comply with regulatory parameters. The estimates of water 
volume to be provided by the new infrastructures were based upon the estimate of total future demand 
for the area. Nevertheless, some of the municipalities had water of excellent quality and experienced 
no shortages. Furthermore, the project could have been based on the estimate of the volume of good 
quality water required to achieve the appropriate mix with the low quality water already available. Four 
years after commissioning, the rate of use of the new capacity is around 16 %.

In another case co-financed by the CF in Spain, a dam was built to cover a future demand estimated at 
13,9 hm3/year, without considering the resources that were already available (8 hm3/year). At the time of 
the audit, this dam was not necessary to cover the current demand of the area (8 hm3/year) as available 
resources were already sufficient. The co-financed infrastructure will be used as a reserve or for other 
areas and not as initially planned.

16	 Directive 98/83/EC sets 

parametric values for such 

substances as sulphate and nitrate 

salts in water intended for human 

consumption. When the salt 

concentration exceeds these values, 

it is common practice to dilute the 

water with other (available) water 

from low salinity sources.
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T h e  f o c u s  i s  o n  b u i l d i n g  i n f r a s t r u c t u r e s  to 
e x p lo i t  n ew   wat e r  s o u r c e s  a n d  at t e n t i o n 
i s  r a r e ly  pa i d  to  ot h e r  s o lu t i o n s ,  s u c h  a s 
r e d u c i n g  wat e r  lo s s e s ,  . . .

	 25. 	� I n  a l l  the  cases  examined by  the  Cour t ,  the  solut ion se lec ted 
to  tack le  the est imated water  def ic i t  was  to  exploit  new water 
sources  and transpor t  the water  to  the areas  concerned 17.

	 26. 	�W here the level  of  non-invoiced water was high,  the possibi l i ty 
of  improving the distr ibut ion net works  was  rarely  considered 
as  a  means of  reducing future  water  needs,  thereby excluding 
potent ia l  smal ler  capacit y  solut ions  (see B ox  3 ) .

	 27. 	� I n  t wo cases,  however,  munic ipal i t ies  have taken ac t ion to  re -
duce demand.  I n  these cases,  the results  have been so s igni f i -
cant  that  the co -f inanced infrastruc ture  has  become unneces-
sar y  in  the shor t  term or  i s  overs ized (see B ox  4 ) .

17	 Moreover, it should be stressed 

that the transport of water over a 

distance higher than 100 km is very 

costly. Besides the high investment 

cost, the operating cost represents 

up to 50 % of the total cost of  

the water supply (A. Gee, EC 

Competition  Policy Newsletter No 2, 

summer 2004).

BOX    3
P ot e n t i a l  i m pac t  o f  r e d u c i n g  n o n - i n v o i c e d  wat e r  o n  
wat e r  n ee  d s

The increase in the volume of water made available to an Italian city, which was one of the objectives of a 
co-financed project, could have been achieved by reducing non-invoiced water in the city water network 
from 44,5 % to 11,5 %, which is an achievable rate already reached in some sectors of that city.

For a bulk water supply infrastructure in Greece, the design of the project was based on future demand 
estimates, including a high water loss rate (30 %). Despite some investment to improve the distribution 
network, also co-financed with EU funds, the loss rate remains around 30 %. Effective action to reduce 
water losses would have resulted in the need for a smaller new water supply infrastructure.
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BOX    4
E x a m p l e s  o f  b e n e f i c i a ry  m u n i c ip a l i t ie  s  h avi  n g  ta k e n 
ac t i o n  to  r e d u c e  wat e r  lo s s e s

The CF co-financed the construction of a dam so as to provide 34 hm3/year of water to a Spanish city 
and its surrounding area. This dam was justified on the basis of an estimated demand of 158 hm3/year 
by 2012. At the same time the city drew up an action plan including the installation of individual meters 
in apartments and the improvement of the transport and distribution network. This was also a condition 
imposed by the Commission when it approved the grant in 2000. The action plan achieved better results 
than those required by the Commission: non-invoiced water is currently around 20 % compared to 36 % 
beforehand. Furthemore, despite a significant increase in population, overall demand has decreased 
from 142 hm3 in 1997–98, when the project was approved, to about 120 hm3 in 2008.

For another Spanish city, the CF co-financed a bulk water supply system. The project estimated the 
city ’s future demand at 113 hm3. The Commission, in its co-financing decision of 2001, imposed the 
implementation of a plan to reduce leakage, which resulted in a reduction in non-invoiced water from 
50 % to 30 %. Though the population has increased, overall demand has decreased from 81 hm3 in 1996 
to 61 hm3 in 2008.

BOX    5
T h e  u s e  o f  n e a r by  wat e r  r e s o u r c e s

In the areas corresponding to two co-financed projects in Spain, several municipalities were distributing 
water with a nitrate content significantly higher than the maximum set by the drinking water quality 
directive, due to contamination from agriculture. The possibility of using nearby good quality surface 
water for domestic consumption, instead of poor quality water, was not considered by the project pro-
moter because the usage rights of this good quality water had been granted to farmers. For each project, 
underground water wells and transport pipes of about 50 km in length were built. However, for one 
of these projects, the authorities in charge of water management had not yet granted an abstraction 
permit and requested the local authorities to look for a solution to make it possible to use surface water 
reserved for farmers. This would, however, require additional infrastructure to be constructed.

… o r  u s i n g  m o r e  acc e s s i b l e  r e s o u r c e s

	 28. 	�T here can be competing demands on water resources between, 
for  example,  the needs of  agr iculture  and domest ic  consump -
tion.  The possibi l i ty  of  using water  resources reser ved for  agr i-
cultural  use for  human consumption has not been explored for 
the projects examined (see Box 5 ) .  Nonetheless,  good practices 
h a v e  b e e n  n o t e d  i n  s o m e  S p a n i s h  r e g i o n s ,  w h e r e  a  f l e x i b l e 
exchange system regarding water  usage r ights  i s  in  p lace,  so 
that  water  intended for  i r r igat ion can be used to supply  water 
for  domest ic  consumption when needed.
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Li  m i t e d  va lu e  wa s  a d d e d  by  t h e  g r a n t 
a pp  l i c at i o n s’ a pp  r a i s a l  by  t h e  Co m m i s s i o n 
a n d  t h e  Me  m b e r  S tat e s’ M a n agi  n g  Au t h o r i t ie  s

	 29. 	�T he audit  sample includes nine CF projects and two ERDF major 
projec ts  which were  examined and approved by the Commis-
s ion.  The other  18 projec ts  were co -f inanced by the ERDF and 
we re  a p p ro ve d  b y  t h e  M e m b e r  S t a t e s ’ m a n a g i n g  a u t h o r i t i e s 
(see paragraph 8) .

	 30. 	�A s  already found in other  Cour t  repor ts 18,  the absence of  guid-
ance and check l ists  for  assess ing the grant  appl icat ions in  the 
2000–06 programme per iod meant  that  i t  was  not  poss ible  to 
ident i fy  the checks  carr ied out  by the Commiss ion.

	 31. 	� In no cases did the Commission question the forecasts of  future 
demand or  the solut ions chosen;  nor  did i t  ask  for  information 
about  other  potent ia l  solut ions,  such as  access ing or  t reat ing 
water  ava i lable  near by  rather  th an  ex trac t i n g  i t  f rom f ur th e r 
away.

	 32. 	�F o l lowing i ts  rev iew,  the  Commiss ion imposed condit ions  on 
four  projec ts ,  re lat ing to  the  reduc t ion of  water  losses.  How-
ever,  in  one case  the Commiss ion did  not  quant i fy  the objec-
t i ve s  c o n c e r n e d ;  i n  a n o t h e r  c a s e ,  t h e  d e a d l i n e s  fo r  m e e t i n g 
them were set  for  af ter  the complet ion date  of  the projec t ,  by 
which t ime the balance of  the grant  would have been paid.  I n 
no case was the effect of  the required reduction in water losses 
taken into account  in  the calculat ion of  water  needs.

	 33. 	� I n  t wo  o f  t h e s e  p ro j e c t s ,  t h e  g r a n t  d e c i s i o n  a l s o  i n c l u d e d  a 
provis ion to the ef fec t  that  the author it ies  had to monitor  the 
appl icat ion of  the direc t ives  on the protec t ion of  sur face and 
underground waters 19 and inform the CF M onitor ing Commit-
tee.  These provis ions  had the mer i t  of  creat ing a  speci f ic  l ink 
b e t we e n  t h e  p a y m e n t  o f  t h e  g r a n t  a n d  t h e  re q u i re d  a c t i o n . 
H o w e v e r,  c o n t a m i n a t i o n  b y  n i t r a t e s  o r  w a s t e  w a t e r  a l s o  a f -
fec ted other  projec ts ,  which  were  des igned par t ly  to  replace 
t h e  c o n t a m i n a t e d  s o u r c e s  a n d  w h i c h  w e r e  a p p r o v e d  b y  t h e 
Commiss ion without  any  condit ion.  Fur ther  measures  a iming 
at  speeding up environmental  recover y were never imposed as 
condit ions  for  the EU grant .

18	 See in particular  

paragraph 41 of Special Report  

No 3/2009 concerning the 

effectiveness of structural measures 

spending on waste water treatment 

for the 1994–99 and 2000–06 

programme periods.

19	 Council Directive 91/676/ECC 

of 12 December 1991 concerning 

the protection of waters against 

pollution caused by nitrates and 

Council Directive 91/271/EEC of  

21 May 1991 concerning urban 

waste water treatment.
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	 34. 	� I n  t h e  M e m b e r  S t a t e s ,  t h e  C o u r t ’s  r e v i e w  f o u n d  t h a t ,  i n  n o 
case did managing authorit ies  suggest  or  make changes to the 
projec t  proposals .  Condit ions  about  water  losses  and savings, 
as  wel l  as  measures  to  protec t  the  qual i t y  of  raw water,  were 
never  imposed.

	 35. 	�F or the 2007–13 period,  the way water supply projects are man-
aged has  changed:

(a) 	 at  the Commission,  only projec ts  whose total  cost  exceeds 
50 mil l ion euro are examined.  New assessment procedures 
have been designed:  projec t  appl icat ions  have to  include 
the results  of  feasibi l ity studies,  including the examination 
o f  a l t e r n a t i ve s ;  a  c h e c k l i s t  h a s  b e e n  d e ve l o p e d  i n  o rd e r 
to  assess  projec t  appl icat ions,  in  par t icular  regarding the 
ef f ic ienc y  of  water  resource  management  (e.g.  ac t ions  to 
r e d u c e  c o n s u m p t i o n  o r  r e u s e  w a s t e  w a t e r )  i n  t h e  a r e a s 
concerned by the projects.  However,  the use of  assessment 
c r i t e r i a  c o u l d  i m p rove  t h e  e f fe c t i ve n e s s  o f  t h e s e  p ro c e -
dures  and the consistenc y of  their  results ;

(b) 	 as  regards the Member States vis ited,  some posit ive init ia-
t ives  have been taken:  in  three regions,  one of  the cr i ter ia 
for  al locating ERDF assistance is  that  the proposed project 
should be par t  of  a  s t rategic  p lan for  the  area  concerned 
a n d  t h a t  i t  s h o u l d  b e  c o m p l e m e n t a r y  t o  b u l k  w a t e r  s y s -
tems already bui lt  or  planned.  In I taly,  the new procedures 
provide for  increasing the budgets of  regional  operational 
programmes achieving better  results  in terms of  water loss 
reduc t ion.
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H ave   t h e  p r o j e c t s  ac h ieve    d  t h ei  r  a i m s 
o f  i m p r o vi  n g  t h e  s u pp  ly  o f  wat e r  f o r 
d o m e s t i c  co n s u m p t i o n ?

	 36. 	�T  h e r e  c a n  b e  m a n y  r e a s o n s  f o r  b u i l d i n g  n e w  i n f r a s t r u c t u r e 
( s e e  p a r a g r a p h  5 )  a n d  p ro j e c t  o b j e c t i ve s  c a n  t h e re fo re  v a r y 
s i gn i f i c a nt l y.  To  e n a b l e  e f fe c t i ve  m o n i to r i n g  a n d  e va l u at i o n , 
projec t  objec t ives  should  be  def ined and quant i f ied  in  grant 
appl icat ions  and f inancing decis ions,  in  terms of  outputs  and 
results .

	 37. 	�A  range of  indicators can be used to assess the extent to which 
objectives have been achieved.  While output indicators should 
b e  d e f i n e d  i n  t e r m s  o f  p hy s i c a l  a c h i e v e m e n t s ,  s u c h  a s  k i l o
m e t r e s  o f  p i p e l i n e ,  n u m b e r  o f  t a n k s ,  e t c . ,  r e s u l t  i n d i c a t o r s 
should  be def ined in  order  to  ref lec t  the  ex tent  to  which the 
speci f ic  needs addressed by the projec t  have been met :

(a) 	 ava i l a b i l i t y :  t h e  a d d i t i o n a l  vo l u m e  o f  wate r  e nte r i n g  t h e 
supply  system due to  the new infrastruc ture ;

(b) 	 coverage:  the  increase  in  th e  n umb e r  of  p e op le  an d p e r-
centage of  the populat ion suppl ied by the water  distr ibu-
t ion net work ;

(c ) 	 w a t e r  q u a l i t y :  t h e  p e r c e n t a g e  o f  t e s t s  w h e r e  w a t e r  w a s 
assessed as non-compliant with EU, national or local  stand-
ards and the improvement of  the values for the parameters 
which were previously  non- compl iant ;

(d) 	 e f f i c i e n c y  o f  t h e  s ys te m s :  t h e  re d u c t i o n  o f  n o n - i nvo i ce d 
water ;

(e) 	 ser vice  qual i t y :  the reduc t ion in  the number  and durat ion 
of  restr ic t ions  and interrupt ions  to  the ser v ice.
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	 38. 	�T he Cour t  examined whether :

(a) 	 objec t ives  had been def ined and quant i f ied;

(b) 	 objec t ives  had been achieved;

(c) 	 achievements had been monitored by the authorities which 
approved the grants.

P r o j e c t  o b j e c t ive   s  we  r e  n ot  a lways 
q ua n t i f ie  d  wi  t h  r eg  a r d  to  e x pe  c t e d  r e s u lt s

	 39. 	�G rant appl icat ions and decis ions included measurable outputs 
t o  b e  a c h i e ve d.  Fo r  s o m e  p ro j e c t s  e x a m i n e d,  d u e  t o  t h e  a b -
sence of  speci f ic  appl icat ions  and decis ions,  outputs  were set 
out  and quant i f ied in  projec t  studies.

	 40. 	� M o s t  o f  t h e  p ro j e c t s  e x a m i n e d  i n c l u d e d  o v e r a l l  m e a s u r a b l e 
o b j e c t i ve s  e s t a b l i s h e d  i n  te r m s  o f  p o p u l a t i o n  to  b e  cove re d 
and volume of  water  to be supplied.  However,  not  al l  expected 
resul ts  ( such as  reducing the  qu ant i t y  of  n on - i nvoi ce d  wate r 
and improving ser vice continuity and water quality)  were quan-
t i f ied.

P r o j e c t s  ac h ieve    d  m e a s u r a b l e  i m p r o ve  m e n t s 
i n  t h e  wat e r  s u pp  ly  to  E U  c i t i z e n s ,  b u t  . . .

	 41. 	�A ll  projects audited, despite delays and cost overruns (see para-
graphs 51 to 52),  were physical ly implemented as planned, with 
minor var iat ions in ,  for  example,  the length of  the pipel ines or 
the capacit y  or  locat ion of  the tanks,  agreed dur ing construc-
t ion.

	 42. 	� I n  t e r m s  o f  r e s u l t s ,  p r o j e c t s  h a v e  c o n t r i b u t e d  t o  i m p r o v i n g 
the supply  of  water  for  domest ic  use,  e i ther  by  increas ing the 
a v a i l a b l e  vo l u m e  o f  w a t e r,  e x t e n d i n g  t h e  p u b l i c  n e t wo r k  t o 
areas which were previously not connected or improving water 
qual i t y,  net work ef f ic ienc y or  ser v ice  cont inuit y  (see B ox  6 ) .
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BOX    6
E x a m p l e s  o f  p o s i t ive    ac h ieve    m e n t s

In order to cover the water deficit of a Spanish area, the CF co-financed a desalination plant with a 
production capacity of 22 hm3 of drinking water per year. Since 2006, the plant has been operating at 
around 90 % of its capacity, alleviating the water deficit of the three largest municipalities supplied. 
Compared to the previous situation, significant improvement has also been achieved in the quality of the 
water distributed to the population in terms of some of the standards of the EU directive (conductivity 
and content in trihalomethanes and sulphates).

In order to satisfy the needs of an urban area in Italy suffering from water scarcity, the ERDF co-financed a 
water main to convey water from a new dam to several municipalities. For the 2004–08 period, the annual 
volume made available to the area was 14,5 hm3. This new water main has provided the municipalities 
with additional water resources and has released other sources which were under pressure.

Picture 5: Water feeding a new water main increasing  
availability in an Italian region

Picture 6: New treatment plant improving water quality  
in a big Greek city



26

Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect? Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

20	 A similar case had been observed 

in a Statement of Assurance exercise 

(see Annual Report 2008,  

paragraph 6.19). It concerns a 

water main which was physically 

completed in 2004 but was not in 

use at the beginning of 2009, due to 

lack of water in the reservoir feeding 

the water main.

. . .  s o m e  p r o j e c t s  we  r e  n ot  i n  o pe  r at i o n 
b e c au s e  o f  m i s s i n g  l i n k s  . . .

	 43. 	�F ive projects,  although physically completed between 2005 and 
2008,  had not  del ivered any results  by  the t ime of  the audit 20. 
Two other projects completed in the same period have become 
par t ial ly  operational,  but  with l imited results.  The main reason 
for  this  was the lack of  complementar y infrastruc ture,  delayed 
ei ther  in  i ts  construc t ion or  entr y  into ser v ice  (see  B ox  7 ) .

. . .  a n d  ot h e r  p r o j e c t s  co n ta i n e d  i n h e r e n t 
l i m i tat i o n s

	 44. 	� In some cases,  the achievement of results is affected by projects’ 
inherent  l imitat ions :  for  instance,  in  one projec t  des igned to 
improve the qual i t y  of  the water  distr ibuted in  a  big  c i t y,  ob -
ta ining maximum qual i t y  i s  dependent  on other  environmen -
tal ly  controvers ia l  projec ts.  I n  t wo other  cases,  the t reatment 
plants built  are fed via open channels,  making the water intake 
vulnerable  to  contaminat ion.  I n  another  case,  the  water  pro -
duced by one desal inat ion plant  reaches  the munic ipal  reser-
voi rs  at  too h igh a  temperature  for  domest ic  use  (somet imes 
over  30 degrees) .

BOX    7
E x a m p l e s  o f  p r o j e c t s  n ot  i n  o pe  r at i o n  b e c au s e  o f  
m i s s i n g  l i n k s

In Spain, less than 20 % of the capacity of a desalination plant was being used four years after comple-
tion. Despite there being sufficient demand to warrant increased water production, the conveyance 
system and urban distribution (and irrigation) networks, also co-financed by EU funds, were not in place 
at the time of the audit.

Four years after the construction of a dam in Greece, the complementary treatment plant required to 
make the project operational needs to be redesigned and constructed, thus delaying the functioning 
of the system.
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Rep   o r t i n g  o n  ac h ieve    m e n t s  h a s  b ee  n  o f 
l i m i t e d  va lu e

	 45. 	�F o r  Co m m i s s i o n - m a n a g e d  CF   p ro j e c t s  ( s e e  p a r a g r a p h  2 9 ) ,  a 
f inal  repor t  has  to  be presented at  complet ion as  a  condit ion 
for  f inal  payment;  for  ERDF major  projec ts,  the regulat ion only 
requires  informat ion to  be provided in  the repor ts  of  the  op -
erat ional  programme where these projec ts  are  included.

	 46. 	�T hese repor ts  provide par t ly  useful  information about  the re -
s u l t s  a c h i e ve d :  o n l y  fo r  o n e  p ro j e c t  a re  re s u l t s  d e s c r i b e d  i n 
t e r m s  o f  t h e  vo l u m e  o f  w a t e r  p ro d u c e d  a n d  s u p p l i e d  t o  t h e 
municipal it ies.  In  two cases,  the f inal  repor ts  merely state that 
the results have been achieved and, in one case,  no information 
i s  provided.  I n  f ive  projec ts ,  no  resul ts  could  be  provided as , 
a l though the projec ts  had been completed,  they were not  yet 
operat ional  when the f inal  repor t  was  presented.

	 47. 	�A  s  r e g a r d s  t h e  a d d i t i o n a l  c o n d i t i o n s  o n  r e d u c t i o n  o f  w a t e r 
losses  imposed by the Commiss ion (see paragraph 32) ,  in  one 
of  the four  cases,  the repor t  does  not  contain any information 
on the ex tent  to  which the  Commiss ion’s  condit ion had been 
m e t .  N e ve r t h e l e s s ,  t h e  Co m m i s s i o n  m a d e  t h e  f i n a l  p ay m e n t . 
I n  the t wo cases  where the Commiss ion had imposed speci f ic 
fol low-up requirements,  in par ticular  regarding the application 
of  measures  against  contaminat ion f rom agr iculture  or  waste 
water  (see paragraph 33) ,  no information was provided.

	 48. 	�S o far  as  projec ts  subjec t  only  to  Member State  approval  were 
co n ce r n e d,  o n l y  i n  t wo  o f  t h e  M e m b e r  St ate s  cove re d  by  t h e 
audit  were benef ic iar ies  required to submit  a  f inal  repor t  with 
the f inal  payment  c la im.  Moreover,  these repor ts  indicate  the 
m a i n  c h a n g e s  a f fe c t i n g  t h e  p ro j e c t  i n  t e r m s  o f  c o s t  a n d  d e -
lays,  but  do not  provide detai ls  about  the results  achieved.  I n 
t h e  o t h e r  t wo  M e m b e r  S t a te s ,  f i n a l  p ay m e n t  c l a i m s  a re  o n l y 
a c c o m p a n i e d  b y  s u p p o r t i n g  d o c u m e n t s  fo r  t h e  e x p e n d i t u re 
incurred.
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H ave   t h e  r e s u lt s  b ee  n  ac h ieve    d  at  t h e 
lo we  s t  co s t  to  t h e  E U  b u d ge  t ?

	 49. 	� Most  of  the co -f inanced projects  have contr ibuted towards im-
proving the supply  of  water  to  EU c i t izens.  I n  order  to  assess 
whether  th is  result  could  have been achieved at  a  lower  cost 
to  the EU budget ,  the Cour t  examined whether :

(a) 	 t h e  c o n s t r u c t i o n  o f  t h e  c o - f i n a n c e d  i n f r a s t r u c t u r e  h a d 
been carr ied out  in  an economical  way ;

(b) 	 the infrastructure works eff ic iently,  that  is  to say their  rate 
of  use is  sat isfac tor y and the rate of  non-invoiced water  in 
the dependant  water  distr ibut ion net work is  acceptable ;

(c ) 	 whether the EU grant had been set  at  an appropriate level, 
tak ing into account that the co-f inanced projects generate 
revenue.

E co n o m y  i s  a f f e c t e d  by  d e l ays  a n d  
co s t  o ve  r r u n s

	 50. 	� I n  s e ve r a l  c a s e s  t h e  c o n t r a c t i n g  p ro c e d u re s  we re  fo u n d  n o t 
to  comply  with  European rules  for  the  awarding of  contrac ts . 
However,  when this  occurred,  the Commission and the national 
control  authorit ies did apply the appropriate corrections to the 
co -f inanced expenditure.

	 51. 	�A l l  projec ts  exper ienced delays  in  their  construc t ion,  ranging 
from a few months to more than three years.  In most cases,  de -
lays  caused by addit ional  requests  imposed by environmental 
i m p a c t  a s s e s s m e n t s ,  d i f f i c u l t i e s  i n  o b t a i n i n g  a d m i n i s t r a t i ve 
permits,  inaccurate  est imates  or  ca lculat ions  could have been 
par t ly  avoided by better  planning.

	 52. 	�A l l  projec ts  a lso  exper ienced cost  increases  which,  in  20 % of 
the cases,  were above 30 % of the init ial  pr ice,  with a maximum 
pr ice  increase  of  80  % in  one case.  The most  f requent  reason 
for  these  cost  over runs  was  poor  p lanning,  which resul ted in 
d e l ay s  l e a d i n g  t o  p e n a l t i e s  t o  b e  p a i d  b y  p ro j e c t  p ro m o t e r s 
and pr ice  increases.
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Seve    r a l  p r o j e c t s  o pe  r at e  wi  t h  l i m i t e d 
e f f i c ie  n c y

	 53. 	�T wo main eff icienc y parameters used in the audit  were the rate 
of  use of  the infrastruc ture and the rate of  non-invoiced water 
in  the dependent  distr ibut ion net works.

(a) 	A  low rate of  use of  the capacity  means that  a  smal ler,  less 
e x p e n s i ve  i n f r a s t r u c t u re  m i g h t  h a v e  p ro v i d e d  t h e  s a m e 
level  of  ser v ice.

(b) 	A  high rate of  non-invoiced water  in  the dependent distr i -
bution networks implies,  in par ticular,  losses.  I f  investment 
h a d  s u c c e s s f u l l y  t a c k l e d  w a t e r  l o s s e s ,  l e s s  w a t e r  w o u l d 
need to  be ex trac ted,  t reated and transpor ted by the new 
infrastruc ture,  which could therefore have been smal ler  in 
scale  or  even not  needed at  a l l .

	 54. 	�A t  the  t ime of  the  audit ,  21  co - f inanced projec ts  had been in 
o p e rat i o n  fo r  o n e  to  fo u r  ye a r s ,  t h re e  we re  s t a r t i n g  to  o p e r-
ate  and f ive  were  phys ica l ly  completed but  not  in  operat ion . 
Table 3  assesses these projects against  the two main eff icienc y 
parameters.

	 55. 	�F or  the  operat ional  pro jec ts ,  th e re  i s  a  gre at  var i at i on  i n  th e 
rate at  which the capacity  of  the co -f inanced infrastruc tures is 
used — between 100 % and 16 % — and in the level  of  non-in-
voiced water from the dependent distr ibution networks — from 
1 3  %  to  5 5  % .  Fo r  t h e  p u r p o s e  o f  t h i s  a n a l ys i s ,  p ro j e c t s  w i t h 
s imi lar  charac ter ist ics  were  placed in  one of  three categor ies 
(see Ta b l e  4 ) .

	 56. 	�A ssumptions  re lat ing to  projec ts  having a  longer  l i fet ime are 
i n h e re n t l y  l e s s  re l i a b l e  t h a n  t h o s e  fo r  s h o r t e r  l i fe t i m e s .  Fo r 
projects  which can be implemented in phases,  implementation 
could evolve according to  needs.
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TABL   E  3
A s s e s s m e n t  o f  t h e  p r o j e c t s  i n  o pe  r at i o n  ag a i n s t  t h e 
m a i n  e f f i c ie  n c y  pa r a m e t e r s

Type of project Actual date of entry 
in operation

Horizon year of 
project

Rate of use of co-financed 
infrastructure  (%)

Rate of non-invoiced water 
in dependent distribution 

networks (%)

A 2006 2018 91,3 21,0

A / B 2004 2020 82,4 20,6 26,0

A Mid-2008 2028 63,2 16,8

A 2005 2015 73,0 55,5

A 2005 2021 65,9 High1

A Partially mid-2005 2012 16,8 No data

B End 2000 2020 100,0 26,0

B Mid-2006 2027 52,8 27,0

B 2008 2030 50,6 25,8

B November 2008 2015 58,3 High1

B 2004 2015 31–64 43,5

B / A 2004 2030 22,7 50,0 29,6

B / C 2006–09 2038 20,0 NA 13,0

B 2005 2016 16,2 39,0

B / C Mid-2008 2040 32,6 NA 55,3

B 2004 2040 20–34 43,5

B Mid-2008 2029 20,3 No data

B 2008 2028 34,8 No data

C 2006 2038 NA 33,0

C 2003 2040 NA 43,5

C 2005 2022 na No data

High rate of use (x ≥ 70  %) or 
low rate of non-invoiced water 
(x ≤ 25 %)

Medium rate of use (40 % ≤ x < 70 %) 
or medium rate of non-invoiced 
water (25 % < x ≤ 40 %)

Low rate of use (x < 40 %) 
or high rate of non-
invoiced water (x > 40 %)

NA = non-applicable: projects in which the minimum size of pipes is imposed by technical standards.

1	 �There are no data regarding the level of non-invoiced water due to lack of meters. Nevertheless, other information indicates that the 

efficiency of the distribution network is poor.
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TABL   E  4
P ROJ   E CT   TY  P OLO  G Y  FOR    E FF  I C I E NCY    ASS   E SSM   E NT

Type of project Actual date of entry 
in operation

Horizon year of 
project

Rate of use of co-financed 
infrastructure  (%)

Rate of non-invoiced water 
in dependent distribution 

networks (%)

A 2006 2018 91,3 21,0

A / B 2004 2020 82,4 20,6 26,0

A Mid-2008 2028 63,2 16,8

A 2005 2015 73,0 55,5

A 2005 2021 65,9 High1

A Partially mid-2005 2012 16,8 No data

B End 2000 2020 100,0 26,0

B Mid-2006 2027 52,8 27,0

B 2008 2030 50,6 25,8

B November 2008 2015 58,3 High1

B 2004 2015 31–64 43,5

B / A 2004 2030 22,7 50,0 29,6

B / C 2006–09 2038 20,0 NA 13,0

B 2005 2016 16,2 39,0

B / C Mid-2008 2040 32,6 NA 55,3

B 2004 2040 20–34 43,5

B Mid-2008 2029 20,3 No data

B 2008 2028 34,8 No data

C 2006 2038 NA 33,0

C 2003 2040 NA 43,5

C 2005 2022 na No data

Description Useful lifetime Possibility to implement 
in phases

Type A Treatment and desalination plants 15–20 years Yes

Type B Abstraction and transport infrastructure 30–50 years No

Type C Distribution networks 30–50 years No

Picture 7: Desalination plant (type A)

Picture 8: Water transport infrastructure (type B)

Picture 9: Distribution network (type C)
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	 57. 	�W ith regard to the seven t ype A projec ts  or  projec ts  including 
t y p e  A  e l e m e n t s  t h a t  h a d  b e e n  i n  o p e r a t i o n  fo r  a t  l e a s t  o n e 
year :

(a) 	 capacit y :  three projec ts  operate  at  a  good capacit y,  three 
at  a  medium level  and one at  a low level.  Since the l i fetime 
o f  t h i s  t y p e  o f  i n f ra s t r u c t u re  i s  re l at i ve l y  s h o r t ,  p ro j e c t s 
t h a t  a re  c u r re n t l y  u n d e r - u s e d  a re  l e s s  l i k e l y  t o  re a c h  a n 
acceptable  level  of  use ;  th is  could  have  been avoided by 
i m p l e m e n t i n g  t h e  d e s a l i n a t i o n  o r  t re a t m e n t  c a p a c i t y  i n 
phases ;

(b) 	 n o n - i nvo i ce d  w a te r :  fo r  t wo  o f  t h e  p ro j e c t s ,  t h e  l e ve l  o f 
n o n - i nv o i c e d  w a t e r  i s  v e r y  h i g h .  I n  o n e  c a s e  t h e  r a t e  i s 
over  50  % and,  in  another,  a l though water  d is t r ibuted to 
c o n s u m e r s  i s  n o t  m e t e r e d ,  a  p e r  c a p i t a  c o n s u m p t i o n  o f 
5 5 0   l i t re s  p e r  d ay  i m p l i e s  t h a t  l o s s e s  i n  t h e  n e t wo r k  a re 
l ikely  to  be ver y  high 21.

	 58. 	�W i t h  re g a rd  to  t h e  1 3  t y p e  B  p ro j e c t s  o r  p ro j e c t s  co n t a i n i n g 
t ype B e lements  that  had been in  operat ion for  more than one 
year :

(a) 	 capacit y :  one projec t  operates  at  maximum capacit y,  four 
p r o j e c t s  o p e r a t e  a t  m e d i u m  r a t e  a n d  e i g h t  a t  l o w  r a t e . 
The reasons for  this  level  of  per formance are  the high es-
t i m a t e s  o f  f u t u r e  d e m a n d  ( s e e  Ta b l e  2 )  a n d  t h e  l a c k  o f 
coordinat ion among di f ferent  author i t ies  in  charge of  the 
w a te r  s u p p l y  s ys te m s  ( s e e  B o x  8 ) .  Th e re  a re  a l s o  s e ve r a l 
cases  where,  despite  s igned agreements,  the  supply  pro -
v ided i s  not  used or  munic ipal i t ies  have  withdrawn thei r 
commitment  to  use the water ;

(b) 	 non- invoiced water :  except  in  one case,  e f f ic ienc y  is  a lso 
severe ly  a f fec ted by  medi um or  low p e r for man ce ;  i n  t wo 
other  cases,  no data  were avai lable.

21	 The international standard 

for domestic use is 120–150 m3 

per household and year, which 

corresponds to 132–164 litres per 

inhabitant and day.
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	 59. 	�F inal ly,  for  the f ive projec ts  of  type C or  containing type C ele -
ments,  the rate  of  use of  the capacit y  is  not  assessed,  because 
t h e re  i s  l i t t l e  s c o p e  fo r  m o d i f y i n g  t h e  s i ze  o f  t h e  p i p e s ,  d u e 
to  technica l  reasons.  As  regards  the  rate  of  losses,  the  newly 
instal led sections of  the network achieve good results  of  about 
1 0  % .  H owe ve r,  t h e  rate  o f  n o n - i nvo i ce d  wate r  i n  t h e  ove ra l l 
u r b a n  d i s t r i b u t i o n  n e t wo r k  co n t i n u e s  to  b e  h i g h  o r  m e d i u m 
( f rom about  30 to  45 %)  in  three cases  because only  a  l imited 
par t  of  the net work has  been renovated.

P r o c e s s  f o r  s e t t i n g  g r a n t  r at e s  s h o w s 
s ig  n i f i c a n t  we  a k n e s s e s  …

	 60. 	�T  h e  re g u l a t i o n s  g ove r n i n g  t h e  S t r u c t u r a l  Fu n d s  a n d  t h e  Co -
hes ion Fund lay  down the ru les  for  sett ing Communit y  f inan-
cia l  ass istance.  The EU grant  cannot  exceed speci f ic  cei l ings 22. 
Within  the l imits  of  these cei l ings,  the level  of  Communit y  as-
s istance in  revenue - generat ing projec ts  i s  determined on the 
b a s i s  o f  t h e  f i n a n c i n g  g a p  m e t h o d :  t h e  gr a n t  c a n n o t  e xce e d 
the difference between the discounted costs  of  the investment 
a n d  t h e  d i s co u nte d  n e t  re ve n u e s  o f  t h e  p ro j e c t .  Th i s  a i m s  at 
ensur ing that  the projec t  receives  the resources  needed to  be 
implemented without  unjust i f ied over- f inancing.

22	 Article 7 of Regulation (EC)  

No 1164/94 and Article 29 of 

Regulation (EC) No 1260/1999.

BOX    8
E x a m p l e s  o f  lo w  r at e  o f  u s e  o f  i n f r a s t r u c t u r e  d u e  to  l ac k 
o f  co o r d i n at i o n  b e t wee   n  au t h o r i t ie  s

One regional authority promoted the renovation of the water main for a supply system delivering bulk 
water to several municipalities and co-financed by the ERDF. At the same time, the main municipality 
involved built a desalination plant, which was also co-financed by the ERDF. The water main was only 
used at a rate of 58 % in the first year of operation. A decision was taken to discontinue the desalination 
plant in May 2010, only four years after commissioning.

In another Member State, a new bulk water supply system was promoted by a State-owned company 
and co-financed by the CF. However, the municipalities to be supplied by this system required their 
local infrastructures to be incorporated into the system. Moreover, in the end, the largest municipality 
refused to be supplied by the new system. As a result, the rate of use of the co-financed infrastructure 
is currently less than 25 %.
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23	 Except in two projects submitted 

before 1999 for which the financing 

gap method was not applicable.

24	 This situation has already been 

highlighted in a previous report 

of the Court; see in particular 

paragraphs 21 to 34 of Special 

Report No 1/2008 concerning the 

procedures for the preliminary 

examination and evaluation of 

major investment projects for  

the 1994–99 and 2000–06 

programme periods.

	 61. 	�F or al l  CF projects and ERDF major projects examined, the grant 
appl icat ions  presented to  the  Commiss ion by  M ember  States 
( s e e  p a r a g r a p h  8 )  i n c l u d e d  a  f i n a n c i a l  c o s t - b e n e f i t  a n a l y s i s 
(CBA  ) .  A l l  t h e  a p p l i c at i o n s  re q u e s te d  a s s i s t a n ce  o n  t h e  b a s i s 
of  the f inancing gap rate result ing from the CBA 23.  The EU con-
t r ibut ion var ied  f rom 40 % to  85  % of  the  tota l  e l ig ib le  costs 
of  the projec t .

	 62. 	�F o r  t h e  o t h e r  E RDF    p ro j e c t s  e x a m i n e d  ( n o t  s u b m i t te d  fo r  i n -
div idual  grant  approvals  to  the Commiss ion) ,  only  Greece and 
Por tugal  requested that  a  CBA be provided by the projec t  pro-
moters  as  par t  of  the documentat ion accompanying the appl i -
cat ions.  However,  the  co - f inancing rate  was  deter mined i r re -
spec t ive of  the CBAs.  I n  most  cases  the projec ts  were awarded 
t h e  m a x i m u m  c o - f i n a n c i n g  r a t e  g r a n t e d  t o  t h e  o p e r a t i o n a l 
p ro gra m m e  m e a s u re  i n  w h i c h  t h e y  we re  i n c l u d e d.  Th e  gr a n t 
rate  fo r  t h e s e  p ro j e c t s  va r i e d  f ro m  4 0  %  to  8 0  %  o f  t h e  to t a l 
e l igible  costs.

	 63. 	�D  u r i n g  t h e  a u d i t ,  t h e  Co u r t  fo u n d  s i g n i f i c a n t  we a k n e s s e s  i n 
the  f inancia l  analyses  provided in  suppor t  to  M ember  States’ 
grant  appl icat ions 24.

(a ) 	 I n  fo u r  o f  t h e  1 1  CBA  s  p rov i d e d  to  t h e  Co m m i s s i o n ,  co n -
trar y  to  the ru les  of  the  f inancing gap method,  deprecia-
t i o n  h a d  b e e n  i n c l u d e d  i n  t h e  c a l c u l at i o n  o f  o p e rat i o n a l 
expenditure.  As  a  resul t ,  in  t wo cases,  the  grant  rate  was 
set  at  around t wice  the  level  i t  should  have  been,  and in 
the t wo other  cases,  at  about  50 % above that  level .

(b) 	 I n  m o s t  o f  t h e  c a s e s  w h e re  p ro j e c t s  fo r m  p a r t  o f  a  w i d e r 
w a t e r  s u p p l y  s y s t e m ,  n o  o v e r v i e w  o f  t h e  o v e r a l l  s y s t e m 
was provided although this  was necessar y for  the f inancial 
e va l u at i o n  o f  t h e  p a r t  p re s e nte d  fo r  co - f i n a n c i n g.  M o re
over,  the operat ing costs  and revenues used in  the analy-
s e s  we re  d e r i ve d  a s  a  p ro - rat a  o f  t h e  w i d e r  wate r  s u p p l y 
systems to which the co -f inanced projec ts  belonged;  only 
in one case were the assumptions based on the actual  data 
of  the water  supply  system.

(c) 	S  o m e  f i g u re s  p ro v i d e d  i n  t h e  CBA   s  we re  u n re a l i s t i c ;  fo r 
example,  constant volumes and pr ices were used in almost 
a l l  cases.  Fur thermore,  the Commiss ion did not  assess  the 
soundness  of  the CBAs’ est imates  of  the operat ing costs.
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. . .  a n d  d o e s  n ot  ta k e  s u f f i c ie  n t  acco u n t 
o f  t h e  a b i l i t y  o f  t h e  p r o j e c t s  to  ge  n e r at e 
r eve   n u e

	 64. 	� I n  the water  supply  sec tor,  the  revenues  are  tar i f fs  and other 
charges paid by the var ious types of  user.  These revenues have 
a n  i m p a c t  o n  t h e  ra te  o f  Co m m u n i t y  a s s i s t a n ce  a s  t h e y  co n -
t r i b u t e  t o w a r d s  r e d u c i n g  t h e  f i n a n c i n g  g a p  o f  a  p r o j e c t .  To 
assess  whether  a  grant  rate  is  set  at  a  level  which avoids  over-
f i n a n c i n g  a n d  e n s u re s  t h e  e f f i c i e n t  u s e  o f  E U  re s o u rc e s ,  t h e 
a b i l i t y  o f  a  p ro j e c t  to  g e n e ra te  re ve n u e s  m u s t  b e  t a k e n  i n to 
account .

	 65. 	� I n  2 0 0 0 ,  t h e  Co m m i s s i o n  d e c i d e d  t h a t  t h e  r a te  o f  a s s i s t a n ce 
should be adjusted to encourage the introduc t ion of  charging 
systems cover ing the costs  of  operat ing,  mainta in ing and re -
placing infrastruc tures  as  wel l  as  the costs  of  pol lut ion abate -
ment 25.

	 66. 	�T he Cour t ’s  review of  the sampled projec ts  found that ,  in  most 
cases,  the rate granted was merely  the rate appl ied for.  Except 
in  one case (see B ox  9 ) ,  no attent ion was paid to  the charging 
s y s t e m s,  w h i c h  a l l o we d  fo r  ve r y  l o w  re c o ve r y  r a t e s .  I n  m o s t 
o f  t h e  c a s e s  t a r i f fs  o n l y  cove re d  t h e  o p e rat i n g  co s t s  a n d  n o t 
the total  investment  cost  borne by the nat ional  publ ic  and EU 
funding.

BOX    9
A  c a s e  w h e r e  t h e  co s t  r e co ve  ry  p r i n c ip  l e  wa s  ta k e n  
i n to  acco u n t

In one grant application the Member State had explained that it had set up a system to recover a signifi-
cant part of the costs from the users. Recognising the effort made, the Commission decided to co-finance 
at a rate of 75 %, even though the financing gap resulting from the financial analysis had been fixed at 
52 %. The financial surplus was due to be used for improving other water infrastructure.

The Commission’s decision was aimed at encouraging good practices, but this was not consistent with 
the financing gap method for setting the EU financial assistance.

25	 See ‘Guide to Cohesion Fund, 

2000–06’, version 1,  

February 2000 — Annex C.
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	 67. 	�T he Cour t ’s  review of  the tar i f fs  for  water  ser v ices  a lso  found 
that :

(a) 	 M e m b e r  S t a te s  te n d  to  m a x i m i s e  E U  f i n a n c i a l  a s s i s t a n ce 
b y  k e e p i n g  t a r i f f  l e v e l s  l o w.  I n  o n e  c a s e  t h e  t a r i f f s  h a d 
not  been updated s ince the 1990s.  There  are  cases  where 
water  tar i f fs  were set  by national  authorit ies  only af ter  de -
termining the maximum expec ted amount  of  EU f inancia l 
ass is tance.  Under  these  c i rcumstances,  the  CBAs  submit-
te d  to  t h e  Co m m i s s i o n  j u s t i f y  e x  p o s t  t h e  a m o u n t  o f  t h e 
grant expected,  instead of  determining it  as  a  result  of  the 
analys is  made;

(b) 	 in  re lat ive  terms,  the tar i f fs  set  in  the areas  ser ved by the 
p ro j e c t s  a u d i te d  a cco u nt  fo r  l e s s  t h a n  1  %  o f  t h e  h o u s e -
hold disposable income. The Commission never questioned 
the  potent ia l  to  recover  costs  f rom users  as  presented in 
the appl icat ions,  nor  proposed any speci f ic  benchmark to 
assess the appropriateness of  the water prices put for ward. 
Moreover,  there appears  to  be no correlat ion between the 
a m o u n t  o f  t h e  h o u s e h o l d  i n c o m e  u s e d  t o  p a y  fo r  w a t e r 
s e r v i c e s  a n d  t h e  c o - f i n a n c i n g  r a t e .  H i g h e r  c o - f i n a n c i n g 
r a t e s  a re  o b s e r ve d  b o t h  i n  a re a s  w h e re  t h e  u s e r s ’ w a t e r 
e x p e n d i t u r e  i s  l o w e r  i n  r e l a t i o n  t o  t h e i r  i n c o m e,  a n d  i n 
areas where this  rat io is  higher,  without any par t icular  jus-
t i f icat ion being given (see G ra p h  1  and A n n e x  I I I ) .



special report no 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

37

special report no 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

r
a

t
Io

 o
f

 h
o

u
s

E
h

o
l

d
 W

a
t

E
r

 E
x

P
E

n
d

It
u

r
E

 t
o

 d
Is

P
o

s
a

b
l

E
 I

n
c

o
m

E 
a

n
d

 c
o

-f
In

a
n

c
In

G
 r

a
t

E

N
o

te
:  

W
at

er
 e

xp
en

d
it

u
re

 w
as

 c
al

cu
la

te
d

 o
n

 t
h

e 
b

as
is

 o
f a

 h
o

u
se

h
o

ld
 w

at
er

 c
o

n
su

m
p

ti
o

n
 o

f 1
20

 m
3  p

er
 y

ea
r 

fo
r 

al
l t

h
e 

m
u

n
ic

ip
al

it
ie

s 
in

 t
h

e 
ar

ea
 s

er
ve

d
 b

y 
a 

p
ro

je
ct

.

G r a P h  1

0102030405060708090

0,0
0

0,1
0

0,2
0

0,3
0

0,4
0

0,5
0

0,6
0

0,7
0

65

65
65

65
65

85

75

40
45

85
85

85

75

50

80
80

80
80

80

75

77

70

42
45

75

50
50

W
ate

r e
xp

en
dit

ur
e a

s %
 o

f h
ou

se
ho

ld 
inc

om
e

Co
-�

na
nc

ing
 ra

te
 (%

)

Water expenditure as % of household income

Co-�nancing rate (%)

—

—



38

Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect? Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

	 68. 	�T he pr inciple  of  charging water  costs  to  users  is  st rengthened 
b y  t h e  w a t e r  f r a m e w o r k  d i r e c t i v e ,  w h i c h  e s t a b l i s h e s  a n  o b -
l i g a t i o n  re g a rd i n g  c o s t  re c ove r y  fo r  w a t e r  s e r v i c e s  a s  a n  i n -
cent ive  for  s t imulat ing susta inable  demand by the users .  The 
obl igat ion is  due to be appl ied by 2010.  The cost  recover y  can 
however  be modulated by tak ing into account  var ious  fac tors 
such as  ‘ the socia l ,  environmental  and economic  ef fec t  of  the 
r e c o v e r y  a s  w e l l  a s  t h e  g e o g r a p h i c  a n d  c l i m a t i c  c o n d i t i o n s ’ 
of  the  regions  af fec ted 26.  I n  other  words,  the  objec t ive  i s  not 
necessar i ly  to  achieve 100 % cost  recover y  f rom users 27.

	 69. 	�� More explicit rules were established by the Commission in 200628, 
in  accordance with  Counci l  R egulat ion (E C )  No  1083/2006 on 
the Struc tural  Funds 29.  The new guidance specif ied that  ‘ tar i f fs 
should at  least  cover  operating and maintenance costs,  as  wel l 
as  a  s igni f icant  par t  of  the  assets’ depreciat ion’.  An adequate 
tar i f f  s t ruc ture  should be envisaged to  maximise  the projec t ’s 
re ve n u e s  b e fo re  p u b l i c  s u b s i d i e s ,  w h i l e  t a k i n g  a f fo rd a b i l i t y 
into account.  A commonly accepted affordabil ity ratio for water 
supply  and sanitat ion is  4  % of  household income 30.

	 70. 	�A s regards the new programme period,  the four Member States 
covered by this  audit  have al l  set  up procedures requir ing that 
proposals  for  water  infrastruc tures  whose total  cost  is  greater 
than one mi l l ion euro should provide a  f inancia l  CBA.  I n  three 
o f  t h e  r e g i o n s  v i s i t e d ,  t h e  n e w  n a t i o n a l  p r o c e d u r e s  r e q u i r e 
that a specif ic  analysis  of  water tar i f f  levels  should be included 
i n  t h e  CBA  s.  H owe ve r,  o n l y  i n  Po r t u g a l  h ave  c l e a r  r u l e s  b e e n 
e s t a b l i s h e d  to  d e te r m i n e  t h e  a m o u nt  o f  t h e  gra nt ,  b a s e d  o n 
how the cost recover y principle is  applied by the municipalit ies 
concerned.  The af fordabi l i t y  level  for  water  ser v ices  has  been 
defined in both relative terms (tar iffs  as a percentage of house-
hold income)  and absolute  terms (maximum pr ice  per  m 3) .

26	 Article 9.1 of the water framework 

directive (Directive 2000/60/EC).

27	 See ‘Common implementation 

strategy for the water framework 

directive — Guidance Document  

No 1’, 2004.

28	 European Commission, ‘The new 

programming period 2007–13 — 

Guidance on the methodology 

for carrying out cost-benefit 

analyses — Working Document 

No 4’, 8/2006. This guidance was 

prepared according to Article 40(e) 

of Regulation (EC) No 1083/2006. 

See also ‘Guidance note on  

Article 55 of Council Regulation  

(EC) No 1083/2006: Revenue 

generating projects’.

29	 See Article 55 of Council 

Regulation (EC) No 1083/2006 of 

11 July 2006 laying down general 

provisions on the European Regional 

Development Fund, the European 

Social Fund and the Cohesion Fund 

and repealing Regulation (EC)  

No 1260/1999 (OJ L 210, 31.7.2006, 

p. 25).

30	 A review carried out by the EBRD 

presents benchmarks ranging from 

2,5 % in the USA up to 5 % for the 

World Bank. See Fankhauser, S. and 

S. Tepic. 2007: ‘Can poor consumers 

pay for energy and water? An 

affordability analysis for transition 

countries’. WP No 92, EBRD 2005.  

Energy Policy. 35:1038–1049.
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	 71. 	�W hilst structural  measures spending has contributed to improv-
ing the supply  of  water  for  domest ic  use,  better  results  could 
have been achieved at  a  a  lower  cost  to  the EU budget .

SOLUTIONS ADOPTED

	 72. 	�A l l  the projects examined were designed on the basis of studies 
o f  c u r re n t  a n d  f u t u re  w a te r  n e e d s.  H owe ve r,  b e t te r  a n a l ys e s 
c o u l d  h ave  m a d e  i t  p o s s i b l e  t o  b u i l d  s m a l l e r  c a p a c i t y  i n f r a -
s t r u c t u re  a n d  co n s i d e r  a l te r n at i ve  s o l u t i o n s  t h at  m i g ht  h ave 
produced better  ef fec ts.

(a) 	 Est imates  of  future  water  needs did  not  take into account 
either  downward trends in  water  consumption or  a l l  avai l -
able  resources  (see paragraphs 18 to  24) .

(b) 	 In  general ,  the analyses  of  possible  solut ions were l imited 
to  supply  s ide measures,  paying l i t t le  attent ion to  the re -
d u c t i o n  o f  w a t e r  l o s s e s  a n d  t h e  u s e  o f  m o r e  a c c e s s i b l e 
resources  (see paragraphs 25 to  28) .

(c ) 	S  o m e t i m e s ,  t h e  C o m m i s s i o n’s  r e v i e w  l e d  t o  c o n d i t i o n s 
( m o s t l y  co n ce r n i n g  t h e  re d u c t i o n  o f  wate r  l o s s e s )  b e i n g 
added to the grant  decis ions ;  i ts  inter vent ion could,  how -
ever,  have been more ef fec t ive ;  l i t t le  va lue was  added by 
the Member States’ managing authorit ies.  For  the 2007–13 
period,  fewer projects wil l  be examined by the Commission 
and more by the managing author it ies  (see paragraphs 29 
to  35) .

CONCLUSIONS AND
RECOMMENDATIONS
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ACHIE VEMENT OF AIMS

	 73. 	�T h e  co - f i n a n ce d  p ro j e c t s  a re  co n t r i b u t i n g  tow a rd s  i m p rove -
m e n t s  i n  t h e  w a t e r  s u p p l y  t o  E U  c i t i z e n s  i n  t h e  a r e a s  c o n -
cerned.  However,  a lthough some projects  had been completed 
s e v e r a l  y e a r s  b e f o r e  t h e  a u d i t  t o o k  p l a c e ,  t h e y  w e r e  n o t  i n 
operation because of  missing l inks in the water supply network 
(see paragraphs 41 to  44) .

	 74. 	�T h e  c u r re nt  m o n i to r i n g  p ro ce d u re s  a n d  to o l s  a re  o n l y  p a r t l y 
usefu l  for  infor ming the  Commiss ion and the  M ember  States’ 
managing author it ies  about  the achievements  of  the projec ts. 
Wh e re  t h e  Co m m i s s i o n  h a s  i m p o s e d  p a r t i c u l a r  co n d i t i o n s,  i t 
h a s  n o t  a l w ays  a d e q u a te l y  c h e c k e d  w h e t h e r  t h e y  a re  i m p l e -
mented (see paragraphs 45 to  48) .

(a)  T he M e m b e r St at e s  should:

( i ) 	 i m p rove  t h e i r  e x - a n t e  a n a l y s e s  a n d  fo re c a s t s  o f  f u t u re 
w a t e r  n e e d s  b y  t a k i n g  i n t o  a c c o u n t  r e c e n t  a n d  a c c u -
rate  data  ( in  par t icular  by  tak ing into considerat ion the 
d o w nw a r d  t r e n d s  i n  p e r  c a p i t a  c o n s u m p t i o n )  a n d  i m -
p rove  t h e i r  i nve nto r y  a n d  re v i e w  o f  a l l  ava i l a b l e  wate r 
resources ;

( i i ) 	 pay  greater  attent ion to  a l ternat ives  to  the supply  s ide 
s o l u t i o n s ,  fo r  e x a m p l e  b y  t a k i n g  i n t o  a c c o u n t  t h e  p o -
te n t i a l  fo r  re d u c i n g  w a te r  l o s s e s ,  t a k i n g  a c t i o n  o n  t h e 
demand side,  implementing measures for  the protection 
of  water  qual i t y.

(b)  T he Co m m i s s i o n  should:

( i ) 	 i n  d e c i d i n g  w h e t h e r  t o  g r a n t  f i n a n c i a l  s u p p o r t  t o 
p r o j e c t s ,  s y s t e m a t i c a l l y  a s s e s s  w h e t h e r  a l l  n e c e s s a r y 
m easures  fo r  e f f ic ie nt  w ate r  res o urce  mana g e m e nt  are 
imp lem ente d in  the areas  concerne d.  I t  should a lso  en -
sure  that  th e  e f fe c t  of  th es e  m easures  is  t ake n into  ac-
count  in  the water  ne e ds ’  fore cas t s  and assessm ent s  of 
a l ternat ives  underpinning the proje c t s ;

( i i ) 	 encourage Member States’  managing authorit ies to give 
d u e  co n s i d e rat i o n  to  e f f i c i e nt  wate r  re s o u rce  m a n a g e -
ment in  the areas  concerned by the water  infrastruc ture 
co -f inanced.

R E COMMeNDAT        I ON   1
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	COST TO THE EU BUDGE T

	 75. 	�T he objectives could have been achieved at  a  lower cost  to the 
EU budget .

(a) 	S  e ve ra l  p ro j e c t s  h ave  e n co u nte re d  d e l ays  a n d  co s t  ove r-
runs  which could  have been avoided at  least  to  some ex-
tent  (see paragraphs 50 to  52) .

(b) 	S everal  projec ts  operate  at  a  capacit y  that  i s  too low,  as  a 
consequence of  water  demand being lower  than forecast 
and high levels  of  non-invoiced water in the overal l  supply 
systems (see paragraphs 53 to  59) .

(c ) 	T h e  p ro c e s s  fo r  s e t t i n g  g r a n t s  s h owe d  s i g n i f i c a n t  we a k-
n e s s e s  a n d  n o  a s s e s s m e nt  wa s  m a d e  o f  t h e  p o te nt i a l  fo r 
cost  recover y  f rom users  (see paragraphs 60 to  70) .

(a)  T he M e m b e r St at e s  should:

( i ) 	 ensure,  from the planning stage,  that the complementar y 
i n f r a s t r u c t u re  re q u i re d  fo r  t h e  e n t r y  i n to  o p e r a t i o n  o f 
the projec ts  i s  avai lable  on t ime;

( i i ) 	 set  up better  monitor ing tools  to assess project  achieve -
ments.

(b)  T he Co m m i s s i o n  should:

( i ) 	 def ine the information it  needs from the Member States 
to  assess  the impac t  of  the re lated projec ts ;

( i i ) 	 c a re f u l l y  a s s e s s  t h e  i m p l e m e n t a t i o n  o f  t h e  c o n d i t i o n s 
imposed in  the grant  decis ions.

R E COMMeNDAT        I ON   2
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T his  Rep or t  was adopte d by Chamb er I I ,  heade d by Mr Mor ten 
LE VYSOHN    ,  M e mb e r  of  th e  Co ur t  of  Au dito r s ,  in  Lu xe mb o urg 
at  i t s  m e eting of  8  Septemb er  2010.

Fo r  t h e  Co u r t  o f  A u d i to r s

Vítor Manuel da SILVA CALDEIRA 
Pr e si d e nt

(a)  T he M e m b e r St at e s  should:

( i ) 	 pay more attention, during the planning phase,  to factors 
which of ten cause delays,  such as  environmental  impac t 
assessments,  administrat ive  permits,  and est imates  and 
calculat ions  for  the projec ts ;

( i i ) 	 improve the quality of the ex ante  analyses of the projects 
and take their  results into account when determining the 
s ize  of  new infrastruc tures ;

( i i i ) 	systematical ly  analyse  the pros  and cons of  bui ld ing in-
frastructure in stages,  with the aim of  mak ing better  use 
o f  t h e  c a p a c i t y  b u i l t ,  a n d  d e v e l o p  i t  a c c o r d i n g  t o  t h e 
evolut ion of  needs.

(b)  T he Co m m i s s i o n  should:

( i ) 	 pay more attention to the quality of the f inancial  analysis 
a c c o m p a ny i n g  t h e  g r a n t  a p p l i c a t i o n s  a n d  re q u e s t  t h e 
information i t  needs to  set  the grant  at  the appropr iate 
level ;

( i i ) 	 ensure an adequate application of the cost recover y prin-
c iple  to  increase the ef f ic ient  use of  EU funds.

R E COMMeNDAT        I ON   3
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Country Project title EU fund
Total elegible 

cost
(million euro)

ERDF/CF 
contribution

(million euro)

Greece
Water supply of Thessaloniki from Aliakmon river, 
ΥΔΡΕΥΣΗ ΘΕΣΣΑΛΟΝΙΚΗΣ ΑΠΟ ΤΟΝ ΠΟΤΑΜΟ ΑΛΙΑΚΜΟΝΑ

CF 79,42 60,88

Greece
Renovation of external aqueduct of municipalities in 
Pieria region, ΑΝΑΚΑΙΝΙΣΗ ΕΞΩΤΕΡΙΚΟΥ ΥΔΡΑΓΩΓΕΙΟΥ 
ΥΔΡΕΥΣΗΣ ΣΥΝΔΕΣΜΟΥ ΚΟΙΝΟΤΗΤΩΝ ΝΟΜ. ΠΙΕΡΙΑΣ

ERDF — OP Central
Macedonia

4,69 3,75

Greece
Water supply in Litohoro, ΥΔΡΕΥΣΗ - ΑΠΟΧΕΤΕΥΣΗ 
ΛΙΤΟΧΩΡΟΥ

ERDF — OP Central
Macedonia

1,48 1,11

Greece

External and internal water supply network in Kozani, 
ΕΣΩΤΕΡΙΚΑ ΚΑΙ ΕΞΩΤΕΡΙΚΑ ΔΙΚΤΥΑ ΥΔΡΕΥΣΗΣ ΔΗΜΟΥ 
ΚΟΖΑΝΗΣ, ΤΗΛΕΕΛΕΓΧΟΣ, ΤΗΛΕΧΕΙΡΙΣΜΟΣ ΚΑΙ ΕΛΕΓΧΟΣ 
ΔΙΑΡΡΟΩΝ

CF 18,60 13,90

Greece Water supply Deskati, ΥΔΡΕΥΣΗ ΔΕΣΚΑΤΗΣ
ERDF — OP Western 

Macedonia
4,02 3,21

Greece

Internal network for water distribution of Ptolemaida 
and external network for water distribution in Mavro-
pigi, Asvestopetra and Proastio, ΤΡΟΦΟΔΟΤΙΚΟΣ ΑΓΩΓΟΣ 
ΕΣΩΤΕΡΙΚΟΥ ΔΙΚΤΥΟΥ ΥΔΡΕΥΣΗΣ Δ.Δ. ΠΤΟΛΕΜΑΪΔΑΣ 
ΚΑΙ ΕΞΩΤΕΡΙΚΟ ΔΙΚΤΥΟ ΥΔΡΕΥΣΗΣ ΟΙΚΙΣΜΩΝ 
ΜΑΥΡΟΠΗΓΗΣ, ΑΣΒΕΣΤΟΠΕΤΡΑΣ ΚΑΙ ΠΡΟΑΣΤΙΟΥ ΤΟΥ 
ΔΗΜΟΥ ΠΤΟΛΕΜΑΪΔΑΣ

ERDF — OP Western 
Macedonia

2,40 1,92

Italy Adduttrice Acque Grezze Rosamarina ERDF — OP Sicily 13,69 6,16

Italy
Completamento collegamenti esterni tra i serbatoi  
di Palermo

ERDF — OP Sicily 12,34 5,14

Italy Rete di distribuzione, sottorete 5 Libertà ERDF — OP Sicily 13,00 5,42

Italy Rifacimento Acquedotto Favara di Burgio ERDF — OP Sicily (MP) 32,96 13,28

Italy 5° modulo bis Dissalatore di Gela ERDF — OP Sicily 32,86 14,79

Portugal
2a Fase do Sistema multimunicipal de abastecimento de 
água à Área Sul do Grande Porto - Grupo I: Alargamento 
à região do Vale do Sousa

CF 49,88 42,40

Portugal
Abastecimento de água ao Sector Norte do concelho e 
reforço do abastecimento à sede do concelho de Arcos 
de Valdevez

ERDF — OP Norte 4,28 3,21

Portugal
Abastecimento de água da Área a Sul da cidade de 
Barcelos-4ª Fase

ERDF — OP Norte 3,54 2,30

Portugal
Abastecimento de Água a Guimarães - Sistemas de 
Adução e Reservas - Fase II

ERDF — OP Norte 2,43 1,58

ANN   E X  i I
P ROJ   E CTS    S E L E CT  E D  FOR    TH  E  AUD  I T
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Country Project title EU fund
Total eligible 

cost
(million euro)

ERDF/CF 
contribution

(million euro)

Spain Abastecimiento a Zaragoza y corredor del Ebro CF 79,86 67,88

Spain
Abastecimiento a Lleida y su zona desde el embalse de 
Santa Ana

CF 24,50 12,24

Spain Abastecimiento y planta potabilizadora  de Jaca ERDF — OP Aragón 4,73 2,36

Spain
Desaladora de Cartagena (también conocida como  
San Pedro del Pinatar1)

CF 55,10 46,90

Spain
Conexión de la desaladora del Campo de Cartagena 
(también conocida como Valdelentisco) con el Canal de 
Cartagena

ERDF — OP Murcia 19,71 12,81

Spain Mejora de la potabilizadora de Campotejar ERDF — OP Murcia 5,38 3,50

Spain Abastecimiento al Alfoz de Murcia, conducción Este ERDF — OP Murcia 1, 89 1,23

Spain Abastecimiento a Sevilla (presa de Melonares) CF 64,60 54,90

Spain
Abastecimiento a la zona Norte de Córdoba  
(presa de La Colada)

CF 20,60 15,48

Spain Norte de Córdoba
ERDF — OP

Andalucia (MP)
22,20 15,54

Spain Desaladora de Carboneras
ERDF — OP

Andalucia
115,30 57,60

Spain Abastecimiento a las comarcas de la Ribera (parcial n° 2) CF 15,13 12,10

Spain Depósito de agua potable de Carcaixent (Ribera) ERDF — OP Valencia 0,49 0,31

Spain Abastecimiento de la Plana Baixa de Castellón ERDF — OP Valencia 10,08 6,55
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Project
Area/ 

municipality 
concerned

Project rate of 
co-financing 

(%)

Expenditure for 
standard an-

nual household 
consumption of 

120 m3 incl. VAT1, 2

Price per m3 (based 
on consumption 
120 m 3  per year)  
in euro, incl. VAT

Annual household 
disposable income3

Water expenditure 
(incl. VAT) as % of 
household dispos-

able income

GR 1 Thessaloniki 77 97,30 0,81 30 168 0,32

GR 2

Pidna

80

89,02 0,74 30 168 0,30

Elafina 77,62 0,65 30 168 0,26

Methoni 62,23 0,52 30168 0,21

GR 3 Litohoro 75 35,21 0,29 30 168 0,12

GR 4
Kozani city4

75
149,76 1,25 31 665 0,47

Kozani districts4 105,61 0,88 31 665 0,33

GR 5 Deskati 80 44,60 0,37 31 665 0,14

GR 6

Ptolemaida4

80

159,96 1,33 31 665 0,51

Mavropigi 72,11 0,60 31 665 0,23

Asvestopetra 90,90 0,76 31 665 0,29

Proastio 55,20 0,46 31 665 0,17

IT 1 Palermo area 45 85,84 0,72 40 617 0,21

IT 2, 3 Palermo city 42 85,84 0,72 40 617 0,21

IT 4, 5 Agrigento 40 176,88 1,47 32 725 0,54

IT 4, 5 Caltanissetta 45 197,27 1,64 37 288 0,53

PT 1

Felgueiras

85

88,83 0,74 33 086 0,27

Lousada 134,97 1,12 24 557 0,55

Paços de Ferreira 202,73 1,69 26 928 0,75

Paredes 113,27 0,94 27 446 0,41

PT 2 Arcos de 
Valdevez

75 101,68 0,85 17 548 0,58

PT 3 Barcelos 65 165,94 1,38 29 066 0,57

PT 4
Guimarães

65
145,26 1,21 31 672 0,46

Vizela 145,26 1,21 28 337 0,51

ANN   E X  i I I
HOUS    E HOLD     WAT E R  E X P E ND  I TUR   E  AND    D I S P OSABL     E  I NCOM   E S  
I N  TH  E  AR  E AS   S E R V E D  BY  TH  E  P ROJ   E CTS 
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Project
Area/ 

municipality 
concerned

Project rate of 
co-financing 

(%)

Expenditure for 
standard an-

nual household 
consumption of 

120 m3 incl. VAT1, 2

Price per m3 (based 
on consumption 
120 m 3  per year)  
in euro, incl. VAT

Annual household 
disposable income3

Water expenditure 
(incl. VAT) as % of 
household dispos-

able income

ES 1 Zaragoza 85 71,07 0,59 43 738 0,16

ES 2 Lleida 50 70,66 0,59 44 839 0,16

ES 3 Jaca 50 63,56 0,53 48 494 0,13

ES 4

Cartagena

85

219,36 1,83 34 597 0,63

Torre Pacheco 150,54 1,25 34 597 0,44

San Javier 164,80 1,37 34 597 0,48

ES 5
Cartagena 

65
219,36 1,83 34 597 0,63

Mazarrón 97,98 0,82 34 597 0,28

ES 6, 7 Murcia 65 207,47 1,73 34 597 0,60

ES 8 Seville 85 119,56 1,00 36 201 0,33

ES 9 North Cordoba 75 92,91 0,77 34257 0,27

ES 10 North Cordoba 70 92,91 0,77 34 257 0,27

ES 11 Carboneras 50 122,69 1,02 40 619 0,30

ES 12
Alzira

80
45,56 0,38 37 178 0,12

Cuillera 98,46 0,82 37 178 0,26

ES 13 Carcaixent 80 53,25 0,44 37 178 0,14

ES 14

Moncofa

65

194,78 1,62 39 618 0,49

Burriana 108,82 0,91 39 618 0,27

Vila-real 73,50 0,61 39 618 0,19

Vall d’Uixo 132,83 1,11 39 618 0,34

Nules 92,73 0,77 39 618 0,23

Betxi 157,02 1,31 39 618 0,40

Onda 53,59 0,45 39 618 0,14

1	 �According to international studies, 120 m3/year/household (approx. 132 l/day/person) can be considered as a standard consumption. 

Calculation based on prices of 2008 and in Greece of 2009.
2	 VAT of 10 % in Italy, of 7 % in Spain and Portugal; in Greece VAT of 9 % applies to water tariff, 19 % to fixed and special fee.
3	 �Calculated as disposable income per capita (at NUT S2, or NUT S3 if available) multiplied by average number of persons in a household. 

�IT: Average number of persons in household; source: Family components in Sicily, IST AT 2003. Disposable income per capita; source: Valore 

aggiunto per abitante, IST AT 2006. 

GR: Disposable income of private households in 2006 (at NUT S3 level, in purchasing power standards); source: Eurostat 2009. Average size of 

the household. 

Source: Household Budget Survey 2004, Greek Statistical Office. 

PT: Average size of household based on Census 2001 data. Disposable income based on purchasing power per capita 2005 in regions and 

average income level of (1 032 = 100). 

Source: Statistical Office of Portugal. 

ES: Average size of household in NUT S3 - source Continuous survey of family budgets, data of 2005. Gross disposable income of households in 

2006, Spanish regional accounts, National Institute of Statistics. 

For Jaca, source: Instituto Aragonés de Estadística (data of 2005).
4	 �For calculation of total water expenditure, a half a special fee was taken into account besides fixed and volumetric fee in case of Kozani and 

Ptolemaida (law on DEYA provides for a special fee of 80 % of water tariff for future investments in water supply and sewerage infrastructure).
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REPLY OF THE 
COMMISSION

EXECUTIVE SUMMARY

III .
T h e  E u r o p e a n  R e g i o n a l  D e v e l o p m e n t 
F u n d  ( E RDF   )  a n d  C o h e s i o n  F u n d  ( CF  ) 
c o - f i n a n c e d  i n  2 0 0 0 – 0 6  w e l l  o v e r  1 0 0 
projec ts  in  the f ie ld  of  water  supply  a im-
ing to  improve the management  of  water 
resources.

T h e  f i n a n c i n g  o f  s u c h  p r o j e c t s  n e e d s 
t o  b e  a s s e s s e d  i n  t h e  f r a m e w o r k  o f  t h e 
n a t i o n a l  p l a n s  o r  s t r a t e g i c  f r a m e w o r k s 
t h a t  c o h e s i o n  M e m b e r  S t a t e s  ( i n  t h i s 
c a s e ,  G r e e c e ,  S p a i n ,  I t a l y  a n d  Po r t u g a l ) 
t r a n s m i t t e d  t o  t h e  C o m m i s s i o n  a t  t h e 
b e gi n n i n g  o f  t h e  2 0 0 0 – 0 6  p ro gra m m i n g 
per iod.  

I n  a d d i t i o n ,  M e m b e r  S t a t e s  h a v e  o t h e r 
f i n a n c i a l  r e s o u r c e s ,  i n  p a r t i c u l a r  o w n 
r e s o u r c e s ,  d e d i c a t e d  t o  w a t e r  s u p p l y 
measures  and the fol low-up and monitor-
ing of  such projec ts.

IV.
T h e  C o m m i s s i o n  r e c a l l s  t h a t  w h e n  t h e 
a u d i t e d  p r o j e c t s  w e r e  p r e p a r e d  a n d 
i m p l e m e n t e d  t h e r e  w a s  n o  h a r m o n i s e d 
f r a m e w o r k  a t  E U  l e v e l  f o r  t h e  m a n a g e -
ment  of  water  resources.

S u c h  a  f r a m e wo r k  h a s  b e e n  e s t a b l i s h e d 
b y  D i r e c t i v e  2 0 0 0 / 6 0 / E C ,  k n o w n  a s  t h e 
w a t e r  f r a m e w o r k  d i r e c t i v e .  T h i s  d i r e c t
ive  entered into force  in  December  2000, 
had to  be t ransposed by December  2003, 
whi le  i ts  substant ia l  obl igat ions  were  to 
be implemented by the end of  2009.

V.
T h e  C o m m i s s i o n  w e l c o m e s  t h e  C o u r t ’s 
conclus ion according to  which the struc-
t u r a l  m e a s u r e s ’ s p e n d i n g  h a s  c o n t r i b -
uted to improving the supply  of  water  for 
domest ic  use.

O n  t h e  b a s i s  o f  s u b s i d i a r i t y  a n d  s h a r e d 
m a n a g e m e n t ,  M e m b e r  S t a t e s  h a v e  t h e 
p r i m a r y  re s p o n s i b i l i t y  fo r  t h e  s e l e c t i o n , 
implementat ion and monitor ing of  ERDF 
p ro j e c t s .  I n  a d d i t i o n ,  w i t h  re g a rd  to  t h e 
CF   p r o j e c t s  a n d  m a j o r  E RDF    p r o j e c t s , 
w h i c h  a r e  e x a m i n e d  a n d  a p p r o v e d  b y 
t h e  Co m m i s s i o n ,  t h e  Co m m i s s i o n  i n t e r -
vent ion is  condit ioned by the appl icable 
l e g a l  f r a m e w o r k  ( e . g .  t h e  C o m m i s s i o n’s 
appraisal  has  to  ensure that  they are  con-
s i s t e n t  w i t h  t h e  a p p l i c a b l e  E U  l e g i s l a -
t ion) .

V.  f irst  indent
T h e  C o m m i s s i o n  n o t e s  t h a t  t h e r e  h a s 
b e e n  a  grow i n g  awa re n e s s  o f  d ow nwa rd 
t re n d s  i n  w a t e r  c o n s u m p t i o n .  N o n e t h e -
less ,  th is  was  not  ev ident  in  the projec ts 
r e v i e w e d  b y  t h e  C o u r t ,  a s  t h e s e  t r e n d s 
were not  wel l  recognised in  the 1990s  or 
e a r l y  2 0 0 0 s ,  w h e n  t h e  a u d i t e d  p r o j e c t s 
w e r e  p r e p a r e d  a n d  i m p l e m e n t e d .  T h e 
downward t rend has  been recognised by 
t h e  C o m m i s s i o n  i n  i t s  r e c e n t  c o m m u n i -
cat ions 1 in  re lat ion to  water  scarc i t y  and 
droughts,  adopted in  2007 and 2008.

T h e  Co m m i s s i o n  u n d e r l i n e s  t h a t  i t  c a n -
not  impose speci f ic  a l ternat ive  solut ions 
and c annot  replace  t he  wor k  of  nat ional 
a u t h o r i t i e s ,  w h i c h  a r e  r e s p o n s i b l e  f o r 
se lec t ing projec ts  and grant ing develop -
ment  consent .

1	 See communication from the Commission ‘Addressing the 

challenge of water scarcity and droughts in the European 

Union’, COM(2007) 414, and report from the Commission to the 

Council and the European Parliament on the ‘Follow-up to the 

communication on water scarcity and droughts in the European 

Union’, COM(2008) 875.
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N o n e t h e l e s s ,  t h e  C o m m i s s i o n  h a s  c o -
f inanced speci f ic  projec ts  with the objec -
t i v e  t o  r e d u c e  w a t e r  l e a k a g e  a n d  w a t e r 
demand in  this  per iod.

V.  second indent
T h e  C o m m i s s i o n  w e l c o m e s  t h e  C o u r t ’s 
c o n c l u s i o n  t h a t  m e a s u r a b l e  i m p r o v e -
m e n t s  h a v e  b e e n  a c h i e v e d  i n  m a n y 
areas.

V.  third indent
W h i l e  t h e re  we re  l i m i t e d  we a k n e s s e s  i n 
s e t t i n g  g r a n t  r a t e s  i n  t h e  p a s t ,  r e s u l t -
ing f rom def ic iencies  in  the  cost-benef i t 
analyses  (CBAs) ,  the legal  f ramework and 
t h e  Co m m i s s i o n’s  g u i d e l i n e s  h a v e  b e e n 
strengthened for  the 2007–13 per iod.

The Commiss ion a lso  notes  the length of 
t i m e  n e e d e d  fo r  t h e  f u l l  f u n c t i o n i n g  o f 
such complex infrastruc ture  projec ts.

VI.  f irst  indent
T h e  Co m m i s s i o n  a g re e s  t h a t  t h e  i d e n t i -
f i e d  i s s u e s  a r e  i m p o r t a n t  e l e m e n t s  t o 
e n s u r e  t h e  o v e r a l l  s u s t a i n a b i l i t y  o f  t h e 
regions  concerned.

Th e  Co m m i s s i o n  co n s i d e r s  t h at  t h e  p ro -
g r e s s i v e  i m p l e m e n t a t i o n  o f  t h e  w a t e r 
f r a m e w o r k  d i r e c t i v e  w i l l  s i g n i f i c a n t l y 
c o n t r i b u t e  t o w a r d s  a d d r e s s i n g  t h e s e 
issues.

VI.  second indent
Th e  Co m m i s s i o n  co n s i d e r s  t h at  t h e  p ro -
g r e s s i v e  i m p l e m e n t a t i o n  o f  t h e  w a t e r 
f ramework direc t ive,  which was not  appl i -
cable for  the audited projec ts  and per iod, 
in  par t icular  the  pr inc iple  of  recover y  of 
t he  cost s  of  water  ser v ices ,  wi l l  cont r ib -
u te  s i gn i f i c a n t l y  tow a rd s  i n c re a s i n g  t h e 
ef f ic ient  use of  EU funds as  regards  water 
s u p p l y  p r o j e c t s .  T h e  C o m m i s s i o n  w i l l 
s c r u t i n i s e  t h e  i m p l e m e n t a t i o n  b y  M e m -
ber  States  of  th is  pr inciple.

I n  i t s  c o m m u n i c a t i o n  o n  w a t e r  s c a r c i t y 
and droughts,  adopted in  2007,  the Com-
m i s s i o n  h a s  s t r e s s e d  t h e  i m p o r t a n c e  o f 
ident i fy ing and implementing prevent ion 
m e a s u re s  ( e . g .  w a te r  s av i n g,  a l te r n a t i ve 
solut ions,  water  pr ic ing pol ic y) .

VI.  third indent
The Commission suppor ts  such an objec t
ive.  I nvestments  in  water  inf rastruc tures 
a r e  c o m p l e x  p r o j e c t s ,  w h i c h  a r e  o f t e n 
d e ve l o p e d  i n  p h a s e s.  Wh i l e  s h o r t  d e l ays 
m ay  b e  j u s t i f i e d  i n  b u i l d i n g  a n d  l i n k i n g 
i n f r a s t r u c t u r e s ,  t h e  C o m m i s s i o n  a g r e e s 
w i t h  t h e  C o u r t  t h a t  s u c h  d e l a y s  s h o u l d 
be avoided or  reduced.

The correc t  implementat ion of  the direct
i v e s  o n  e n v i r o n m e n t a l  a s s e s s m e n t 
o f  p l a n s  a n d  p r o g r a m m e s  ( D i r e c t i v e 
2 0 0 1 / 4 2 / E C )  a n d  o f  p r o j e c t s  ( D i r e c t i v e 
85/337/EEC,  as  amended)  are  re levant  in 
this  regard.

VI.  four th indent
T h e  Co m m i s s i o n  re fe r s  t o  i t s  re p l y  t o  V I  
th i rd  indent  above.
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VI.  f i f th  indent
T h e  r e g u l a t o r y  f r a m e w o r k  f o r  2 0 0 7 – 1 3 
h a s  r e i n f o r c e d  t h e  p r o c e d u r e  f o r  s u b -
miss ion,  analys is ,  approval  and monitor-
i n g  o f  m a j o r  p r o j e c t s .  T h e  C o m m i s s i o n 
h a s  t a k e n  s p e c i f i c  s t e p s  t o  s t r e n g t h e n 
t h e  c o s t - b e n e f i t  a n a l y s i s  ( CBA   )  f r a m e -
work  and f inancing gap analys is  by  mak-
i n g  a v a i l a b l e  t o  M e m b e r  S t a t e s  s p e c i f i c 
guidance and tools .  I n  2008,  i t  publ ished 
a n  u p d a t e  o f  t h e  c o s t - b e n e f i t  a n a l y s i s 
guide,  which  inc ludes  a  methodology to 
b e  a p p l i e d  s y s t e m a t i c a l l y  b y  t h e  M e m -
ber  States.  Two guidance notes  were a lso 
publ ished on CBA and on revenue gener-
at ing projec ts. 

T h e  C o m m i s s i o n  c o n s i d e r s  t h a t  t h e s e 
steps  improve s igni f icant ly  the qual i t y  of 
CBAs submitted by the Member  States.

INTRODUCTION

2. 
The Commission notes  that  the needs and 
chal lenges in  water  supply  and resources’ 
p l a n n i n g  a r e  m u c h  m o r e  i m p o r t a n t  i n 
southern Europe 2.  This  e lement  is  equal ly 
t a k e n  i n t o  a c c o u n t  i n  t h e  o v e r a l l  p l a n -
n i n g  a n d  a l l o c at i o n  o f  f u n d s  i n  n e g o t i a -
t ions  with Member  States. 

3.
T h e  i n d i v i d u a l  p r o j e c t s  s u b j e c t  t o  t h e 
C o u r t ’s  a u d i t  w e r e  n o t  c o v e r e d  b y  t h e 
water  f ramework direc t ive  as  i ts  substan-
t ia l  obl igat ions  were  to  be  implemented 
by the end of  2009.

2	 See also communication from the Commission ‘Addressing 

the challenge of water scarcity and droughts in the European 

Union’, COM(2007) 414, and final report from the Commission 

to the Council and the European Parliament on the ‘Follow-up 

to the communication on water scarcity and droughts in the 

European Union’, COM(2008) 875.

8.
On the bas is  of  Direc t ive  85/337/EEC,  on 
e nv i ro n m e nt a l  i m p a c t  a s s e s s m e nt  ( E I A) , 
a s  a m e n d e d,  t h e  Co m m i s s i o n  t a k e s  i n t o 
considerat ion the results  of  the  environ-
m e n t a l  a s s e s s m e n t  c a r r i e d  o u t  b y  t h e 
c o m p e t e n t  n a t i o n a l  a u t h o r i t i e s  b e f o r e 
t h e  a u t h o r i s at i o n  o f  a  p ro j e c t .  Th e  e nv i -
r o n m e n t a l  e v a l u a t i o n / c o n s e n t  c o n t a i n s 
a l l  r e l e v a n t  e n v i r o n m e n t a l  i n f o r m a t i o n 
and is  based on several  technical  studies. 
The approval  of  Cohesion Fund projec ts , 
m a j o r  p r o j e c t s  a n d  o p e r a t i o n a l  p r o -
grammes is  condit ioned by the favourable 
o p i n i o n  o f  v a r i o u s  D i re c to ra te s - G e n e ra l 
c o n c e r n e d ,  i n c l u d i n g  t h e  D i r e c t o r a t e - 
G e n e r a l  fo r  t h e  E nv i ro n m e n t ,  w h i c h  h a s 
m o r e  s p e c i f i c  k n o w l e d g e  a n d  e x a m i n e s 
aspec ts  par t icular  to  the implementat ion 
by  t h e  M e m b e r  S t a te s  o f  v a r i o u s  d i re c t
i v e s ,  i n c l u d i n g  w a t e r  m a n a g e m e n t  o r 
other  environmental  aspec ts.

8.  (a)
T h e  a s s e s s m e n t  o f  t h e  C o m m i s s i o n  w a s 
carr ied out on the basis  of  the rules appl i -
cable at  the t ime of  the submission of  the 
appl icat ion.  The rules  have changed s ince 
the  last  programme per iod.  The descr ip -
t i o n  o f  t h e  C o u r t  r e f e r s  t o  t h e  p e r i o d 
2000–06.  

Fo r  t h e  2 0 0 7 – 1 3  p e r i o d ,  t h e  C o h e s i o n 
Fu n d  i s  b e t t e r  i n t e gr a t e d  i n t o  p ro gr a m -
ming.  Projec ts  below the 50 mi l l ion euro 
threshold are  not  subjec t  to  the Commis-
s ion appraisa l . 

T h e  n e w  r u l e s ,  e n t e r e d  i n t o  f o r c e  o n 
2 5  J u n e  2 0 1 0  ( A r t i c l e  3  o f  R e g u l a t i o n 
( E U )  N o  5 3 9 / 2 0 1 0 ) ,  e n a b l e  a  m o r e  s t r a
t e g i c  a p p r o a c h  t o  t h e  d e v e l o p m e n t  o f 
c o - f i n a n c e d  p r o j e c t s ,  i n c l u d i n g  m a j o r 
p r o j e c t s  ( i . e .  p r o j e c t s  w i t h  i n v e s t m e n t 
costs  of  over  50 mi l l ion euro) .

REPLY OF THE 
COMMISSION
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9.
T h e  C o m m i s s i o n  i n t e n t i o n s  w i t h  t h e 
g u idel ines  was  to  express  good prac t ice 
t h a t  M e m b e r  S t a t e s  w e r e  e n c o u r a g e d 
t o  co n s i d e r.  Th e  Co m m i s s i o n  g u i d e l i n e s 
were  adopted whi le  the legis lat ive  proc -
e s s  f o r  t h e  w a t e r  f r a m e w o r k  d i r e c t i v e 
wa s  o n g o i n g,  a n d  we re  t h e re fo re  a  n o n -
b i n d i n g  p r o v i s i o n a l  r e f e r e n c e  t h a t  w a s 
s u p e r s e d e d  w h e n  t h e  d i r e c t i v e  e n t e r e d 
i n to  a p p l i c a t i o n .  S e e  a l s o  re p l y  to  p a ra -
graph 3 .

AUDIT SCOPE AND OBJECTIVES

14.
T h e  C o m m i s s i o n  p o i n t s  o u t  t h a t  t h e 
2 9   p ro j e c t s  re p re s e n t  a  t o t a l  c o - f i n a n c -
ing by  cohes ion pol ic y  of  488 ,45  m i l l ion 
euro or  13,5  % of  the total  investments  in 
water  supply  in  the four  audited Member 
States .  For  the  per iod audited,  the  Com-
m i s s i o n  e x a m i n e d  t h e  q u a l i t y  o f  i n d i -
v i d u a l  p r o j e c t s  s u b m i t t e d  b y  M e m b e r 
S t a t e s  o n l y  f o r  C o h e s i o n  Fu n d  p r o j e c t s 
a n d  m a j o r  E RDF    p r o j e c t s ,  m e a n i n g  t h a t 
i t  ex a m i n e d  1 1  o f  t h e  2 9  p ro j e c t s  o f  t h e 
sample.

OBSERVATIONS

21–22.
T h e  C o m m i s s i o n  u n d e r l i n e s  t h a t  i n  t h e 
a u d i te d  p e r i o d  o f  2 0 0 0 – 0 6  t h e  fo re c a s t s 
were  most ly  e laborated according to  the 
e x i s t i n g  s t a n d a r d s .  S u b s e q u e n t  d o w n -
wa rd  t re n d s  o b s e r ve d  i n  p e r  c a p i t a  co n -
sumption could not  have been taken into 
a c c o u n t  fo r  t h e  a u d i t e d  p r o j e c t s  w h i c h 
w e r e  a p p r o v e d  f r o m  1 9 9 5  t o  2 0 0 7 .  T h e 
r e q u e s t  f o r  a n  i n c r e a s e d  a t t e n t i o n  o n 
w a t e r  e f f i c i e n c y  w a s  h i g h l i g h t e d  i n  a n 
E U  p o l i c y  d o c u m e nt  i n  2 0 0 7 ,  w h i c h  a l s o 
c o i n c i d e s  w i t h  t h e  y e a r  o f  a d o p t i o n  o f 
the Commiss ion communicat ion on water 
scarc i t y  and droughts 3.

3	 See communication from the Commission ‘Addressing the 

challenge of water scarcity and droughts in the European Union’, 

COM(2007) 414.

23.
Th e  Co m m i s s i o n  u n d e r l i n e s  t h at ,  o n  t h e 
basis  of  subsidiar i t y  and shared manage -
m e nt ,  i t  c a n n o t  i m p o s e  s p e c i f i c  a l te r n a -
t i v e  s o l u t i o n s  a n d  c a n n o t  r e p l a c e  t h e 
w o r k  o f  n a t i o n a l  a u t h o r i t i e s ,  w h i c h  a r e 
r e s p o n s i b l e  f o r  s e l e c t i n g  p r o j e c t s  a n d 
grant ing development  consent . 

Suggest ing di f ferent  solut ions  or  smal ler 
capaci t y  inf rast ruc ture  i s  even more  d i f -
f i c u l t  i n  t h e  a re a  o f  wa te r  m a n a g e m e nt , 
w h i c h  i s  p e r  s e  s e n s i t i ve  ( i . e .  u n a n i m i t y 
w a s  n e c e s s a r y ,  u n d e r  t h e  p r e v i o u s  E C 
Tre at y,  re ga rdin g de c is ion s  on  q u a nt i t a -
t ive  management  or  avai labi l i t y  of  water 
resources) .

The Commiss ion a lso refers  to  i ts  reply  to 
paragraph 8 .

B ox 2.  f irst  paragraph
T h e  s e l e c t i o n  o f  E RDF    p r o j e c t s  i s  t h e 
n a t i o n a l  a u t h o r i t i e s ’ r e s p o n s i b i l i t y .  A s 
t h i s  w a s  n o t  a  m a j o r  p r o j e c t ,  t h e  C o m -
m i s s i o n  d i d  n o t  a p p ra i s e  a n d  a p p rove  i t 
d i rec t ly.

B ox 2.  second paragraph
Th i s  d a m  w i l l  b e  f u n c t i o n i n g  f ro m  2 0 1 0 . 
T h i s  p r o j e c t  w a s  d e c i d e d  t a k i n g  i n t o 
a c c o u n t  t h e  d r o u g h t s  i n  S p a i n  a n d  i t s 
pr ior  inclus ion in  the nat ional  hydrologic 
p l a n .  A l t e r n a t i v e s  n o t  t o  c o n s t r u c t  t h e 
dam were evaluated by the Member  State 
in  the  appl icat ion for m presented to  the 
Co m m i s s i o n ,  b u t  t h e y  p re s e nte d  ce r t a i n 
d i f f icu l t ies ,  such as  h igh energy  use  and 
other  commitments  for  the  water  supply 
of  those a l ternat ives.

24.
T h e  C o m m i s s i o n  r e f e r s  t o  i t s  r e p l y  t o 
para graph 23. 

I t  i s  t rue that  ac tual  data  show that  there 
i s  a  d ow nw a rd  t re n d  i n  w a t e r  c o n s u m p -
t ion,  contrar y  to  the e x  a n t e  evaluat ions. 
H o w e v e r ,  t h i s  e s s e n t i a l  e l e m e n t  c o n -
f i r m e d  i n  e a r l y  2 0 0 0  c o u l d  n o t  a l w a y s 
b e  t a k e n  i n t o  a c c o u n t  f o r  t h e  a u d i t e d 
projec ts.

REPLY OF THE 
COMMISSION



52

Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect? Special Report No 9/2010 – Is EU structural measures spending on the supply of water for domestic consumption used to best effect?

25.
T h e  C o m m i s s i o n  a g r e e s  o n  t h e  i m p o r -
tance of  ident i fy ing a l l  poss ib le  a l ter na-
t ive  solut ions.

I t  u n d e r l i n e s  t h o u g h  t h a t  t h e  f o c u s  o n 
w a t e r  e f f i c i e n c y  a n d  t h e  p o l i c y  r e q u e s t 
fo r  i n c re a s e d  a c t i o n s  o n l y  g a i n e d  m a j o r 
p o l i c y  a t t e n t i o n  t o w a r d s  t h e  e n d  a n d 
af ter  the  2000–06 per iod,  i .e .  much af ter 
the  per iod in  which the audited projec ts 
were designed and implemented.

Tw o  e s s e n t i a l  f a c t o r s  s h o u l d  b e  h i g h -
l i g h t e d  i n  t h i s  r e s p e c t :  t h e  e x i s t i n g 
framework which def ines  the role  and the 
r e s p o n s i b i l i t i e s  o f  t h e  C o m m i s s i o n  a n d 
the subsidiar i t y  pr inciple. 

Wi t h  re g a rd  to  t h e  n i n e  CF   p ro j e c t s  a n d 
t w o   E RDF    p r o j e c t s ,  w h i c h  w e r e  e x a m -
ined and approved by the Commiss ion,  i t 
s h o u l d  b e  s t re s s e d  t h at  t h e  Co m m i s s i o n 
c a n n o t  i m p o s e  s p e c i f i c  s o l u t i o n s  a n d 
r e p l a c e  t h e  n a t i o n a l  a u t h o r i t i e s ,  w h i c h 
are responsible  for  grant ing development 
consent  for  a  projec t .

The Commiss ion a lso  refers  to  i ts  repl ies 
to  paragraphs 8  and 23.

B ox 5
T h e  f i r s t  c a s e  c o n c e r n s  a n  E RDF    p ro j e c t 
which was examined and approved by the 
nat ional  author i t ies.

I n  t h e  s e c o n d  c a s e  e x a m i n e d  b y  t h e 
Co m m i s s i o n ,  re s o u rce s  ava i l a b l e  fo r  t h e 
a r e a  ( a q u i f e r s )  w e r e  c o n t a m i n a t e d  a n d 
the  nat ional  author i t ies  indicated in  the 
a p p l i c at i o n  fo r m  s u b m i t te d  to  t h e  Co m -
miss ion that  i t  was  prac t ical ly  impossible 
to  obtain  concess ions  for  nearby sur face 
water.

I n  a ny  c a s e ,  t h e  c o - f i n a n c e d  i n f r a s t r u c -
t u r e  c a n  b e  a l s o  u s e d  i n  t h e  f u t u r e  i n 
c o n j u n c t i o n  w i t h  a q u i f e r s  f o r  s u r f a c e 
water  f rom this  area .
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29.
T h e  C o m m i s s i o n  n o t e s  t h a t  t h e  e v a l u a -
t i o n  c a r r i e d  o u t  w a s  b a s e d  o n  t h e  c o m -
p a t i b i l i t y  o f  t h e  p r o j e c t  w i t h  C o m m u -
n i t y  e n v i r o n m e n t a l  l e g i s l a t i o n  i n  f o r c e  
a t  t h e  t i m e ,  i n  p a r t i c u l a r  D i r e c t i v e s 
8 5 / 3 3 7 / E E C  ( o n  t h e  a s s e s s m e n t  o f  e nv i -
ro n m e n t a l  i m p a c t s ) ,  8 0 / 7 7 8 / E E C  ( d r i n k-
i n g  w a t e r )  a n d  9 1 / 6 7 6 / E E C  ( n i t r a t e s ) . 
Direc t ives  98/83/EC and 2000/60/EC were 
a d o p t e d  a n d  a p p l i e d  a t  a  l a t e r  d a t e .  I n 
t h e  a b s e n c e  o f  E U  l a w s  ‘ h a r m o n i s i n g ’ 
appl icable  environmental  rules,  the Com-
m i s s i o n’s  e v a l u a t i o n  c a n  o n l y  b e  b a s e d 
o n  n a t i o n a l  r u l e s ,  w h i c h  m a y  v a r y  f r o m 
M ember  State  to  M ember  State.

For  the re inforced procedures  appl icable 
i n  t h e  p e r i o d  2 0 0 7 – 1 3 ,  t h e  C o m m i s s i o n 
refers  to  i ts  reply  to  paragraph 35(a) .

The Commiss ion a lso  refers  to  i ts  repl ies 
to  paragraphs 8  and 8(a) .

30.
For  the  per iod 2007–13,  the  Commiss ion 
h a s  d e v e l o p e d  a  c h e c k l i s t  f o r  i n t e r n a l 
use  dur ing major  water  and waste  water 
projec ts’ appraisa l ,  for  assess ing consist-
e n c y  w i t h  t h e  e nv i ro n m e nt a l  a c q u i s  a n d 
pol ic y.  However,  only  major  projec ts  are 
n o w  s u b j e c t  t o  a  C o m m i s s i o n  d e c i s i o n 
(projec ts  in  this  sec tor  -  above 50 mi l l ion 
euro) .

31.
T h e  C o m m i s s i o n’s  r e v i e w  o f  p r o j e c t s  i s 
b a s e d  o n  s o c i o e c o n o m i c  f a c t o r s ,  t h e 
coherence and consistenc y of  the projec t , 
the degree of  matur i t y  and del iverabi l i t y, 
u s i n g  t e c h n i q u e s  s u c h  a s  c o s t - b e n e f i t 
a n a l ys i s  a n d  i n te r n a l  ra te  o f  re t u r n .  Th e 
Co m m i s s i o n  c a r r i e s  o u t  t h e  f i n a l  e v a l u -
at i o n  b a s e d  o n  t h e  f a c t  t h at  t h e  p ro j e c t 
i s  operat ional  and in  conformit y  with the 
in i t ia l  decis ion.
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I n  a d d i t i o n ,  t h e  g u i d e  t o  c o s t - b e n e f i t 
analys is  i ssued in  2002 provides  speci f ic 
guidance on the design and development 
of  water  supply  projec ts.

Fu r t her more,  the  Commiss ion commu ni-
c a t i o n  i n  r e l a t i o n  t o  w a t e r  s c a r c i t y  a n d 
droughts  was  adopted in  2007.

The Commiss ion a lso refers  to  i ts  reply  to 
paragraph 25.

33.
With regard to  the inc lus ion of  a  speci f ic 
c o n d i t i o n  ( m o n i t o r i n g  o f  t h e  a p p l i c a -
t i o n  o f  t h e  d i re c t i ve s  o n  t h e  p ro t e c t i o n 
o f  s u r f a c e  a n d  u n d e r g r o u n d  w a t e r s ) , 
t h i s  co n d i t i o n  i s  re d u n d a nt ,  a s  i t  s i m p l y 
repeats  obl igat ions  result ing f rom exist -
ing EU legis lat ion.  This  t ype of  condit ion 
is  therefore no longer  used.  However,  this 
does  not  mean that  the Commiss ion does 
not  ver i fy  the implementat ion of  the re l -
e va nt  E U  l e gi s l at i o n ;  o n  t h e  b a s i s  o f  t h e 
provis ions  of  the re levant  environmental 
d i re c t i ve s ,  t h e  Co m m i s s i o n  a s s e s s e s  t h e 
d a t a  r e p o r t e d  a n d ,  i f  r e q u i r e d ,  i t  t a k e s 
ac t ion to  ensure  compl iance with  the EU 
environmental  standards  la id  down.

35.  (a)
Procedures  for  approving projec ts  under 
the cohesion pol ic y  for  the 2007–13 pro -
gramming per iod have been s igni f icant ly 
re inforced.

C o m p a r e d  t o  p r e v i o u s  p r o g r a m m i n g 
per iods,  the Cohesion Fund is  better  inte -
g r a t e d  i n t o  p r o g r a m m i n g ,  e n a b l i n g  a 
more  s t rategic  ap p roach to  the  develo p -
m e n t  o f  c o - f i n a n c e d  p r o j e c t s ,  i n c l u d i n g 
m a j o r  p ro j e c t s  ( i . e .  p ro j e c t s  w i t h  i nve s t-
ment  costs  of  over  50 mi l l ion euro (Cohe -
sion Fund Regulat ion (EC )  No 1084/2006)) . 
The legal  def init ion of  major  projec ts  and 
t h e  i n fo r m a t i o n  t o  b e  s u b m i t t e d  b y  t h e 
M e m b e r  S t a t e s  t o  t h e  C o m m i s s i o n  w a s 
strengthened (Ar t ic les  39 and 40 of  Regu-
lat ion (EC )  No 1083/2006) .

T h e  E U  J a s p e r s  f a c i l i t y  p ro v i d e s  t e c h n i -
ca l  ass istance to  the new M ember  States 
when they are  prepar ing to  submit  major 
p r o j e c t s  t o  t h e  C o m m i s s i o n .  T h e r e  i s  a 
c o n t r a c t  w i t h  o u t s i d e  s e c t o r a l  e x p e r t s 
w h o  c a n  b e  c o n s u l t e d  o n  t e c h n i c a l  a n d 
s o c i o e co n o m i c  a s p e c t s  o f  p ro j e c t  a p p l i -
cat ions.

40.
T h e  C o m m i s s i o n  a g r e e s  w i t h  t h e  C o u r t 
that  the systemat ic  use  of  the  indicators 
to  measure  the  achievement  of  projec ts’ 
objec t ives  is  central  to  a  wel l - func t ioning 
monitor ing and evaluat ion system.  How-
e v e r,  n o t  a l l  o b j e c t i v e s  c a n  b e  q u a n t i -
f ied.

41–42.
Th e  Co m m i s s i o n  we l co m e s  t h e  o b s e r va -
t ion that  a l l  projec ts  audited were physi -
c a l l y  i m p l e m e n t e d  a s  p l a n n e d ,  d e s p i t e 
m i n o r  v a r i a t i o n s ,  a n d  t h a t  t h e  p r o j e c t s 
c o n t r i b u t e d  t o  i m p r o v e  t h e  w a t e r  s u p -
ply.

43.
M e m b e r  S t a t e s  h a v e  t h e  o b l i g a t i o n  t o 
inform the Commiss ion at  c losure  on the 
u n f i n i s h e d  o r  n o n - o p e r a t i o n a l  p r o j e c t s 
a n d  u n d e r t a k e  t o  c o m p l e t e  o r  r e n d e r 
them operat ional .  Nonetheless,  for  ERDF 
p ro j e c t s  t h e y  h ave  t o  o b s e r ve  t h i s  o b l i -
g at i o n  t wo  ye a r s  a f te r  t h e  d e a d l i n e s  fo r 
c l o s u re .  T h u s ,  o n l y  a t  t h a t  t i m e  w i l l  t h e 
Com m is s ion  be  in  t h e  pos i t ion  to  e s t a b -
l i s h  w h e t h e r  t h o s e  p r o j e c t s  a r e  o p e r
at ional  and el igible  for  co -f inancing.

See reply  to  Box 7 .
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B ox 7.  f irst  paragraph
The Commiss ion notes  the length of  t ime 
n e e d e d  fo r  t h e  f u l l  f u n c t i o n i n g  o f  s u c h 
c o m p l e x  i n f r a s t r u c t u r e  p r o j e c t s .  T h i s  i s 
o n e  o f  t h e  l i m i t a t i o n s  i n  p r o j e c t s  w i t h 
m u l t i p l e  s t a g e s  o r  m a j o r  p ro j e c t s  w h i c h 
cover  only  par ts  of  an infrastruc ture  net-
work .

I n  t h i s  s p e c i f i c  c a s e ,  a n  i m p o r t a n t  d i s -
t r i b u t i o n  n e t wo r k  to  co nve y  w a t e r  f ro m 
t h e  d e s a l i n a t i o n  p l a n t  h a s  b e e n  p u t  i n 
o p e rat i o n  i n  J u n e  2 0 1 0 .  As  a  re s u l t ,  i t  i s 
expec ted that  the degree of  ut i l i sat ion of 
the plant  wi l l  substant ia l ly  increase.  This 
t rend wi l l  cont inue,  as  new com ple m e n -
tar y  infrastruc ture  is  put  in  place.

B ox 7.  second paragraph
T h e  C o m m i s s i o n  n o t e s  t h a t  i t  i s  t h e 
n a t i o n a l  a u t h o r i t i e s ’ r e s p o n s i b i l i t y  t o 
e n s u re  p ro j e c t s ’ o p e ra b i l i t y,  f u n c t i o n a l -
i t y  and compl iance with  EU pol ic ies .  The 
Com mi ss i on ver i f i es  t hat  the se  ru l e s  a re 
obser ved at  the latest  at  c losure. 

I n  t h i s  c a s e ,  t h e  G r e e k  a u t h o r i t i e s  c a r -
r i e d  o u t  t h e  n e c e s s a r y  p r o c e d u r e s  f o r 
selec t ing a  designer  for  the equipment in 
t h e  w a te r  t re a t m e n t  p l a n t .  Th e  co n t r a c t 
s i g n e d  i n  D e c e m b e r  2 0 0 9  p r o v i d e s  f o r 
c o m p l e t i o n  o f  t h e  d e s i g n  o f  t h e  n e c e s -
sar y  layout  and water  pur i f icat ion equip -
m e n t  w i t h i n  8 0  c a l e n d a r  d a y s .  T h e  c o n -
t rac t  for  addit ional  wor ks  wi l l  be  s igned 
subsequently,  with the a im of  complet ing 
the work  within  2010.

46.
T h e  C o m m i s s i o n  c a r r i e s  o u t  t h e  f i n a l 
evaluat ion based on the conf i rmat ion by 
the  M ember  State  author i t ies  in  the  c lo -
sure documents  that  the projec t  is  opera-
t i o n a l  a n d  i n  co n fo r m i t y  w i t h  t h e  i n i t i a l 
decis ion.  Nat ional  author it ies  are  obl iged 
to  ce r t i f y  t h e re i n  t h at  p ro j e c t s  a re  co m -
pleted and operat ional .  Each co -f inanced 
p ro j e c t  s h o u l d  m e e t  t h e  o b j e c t i ve s  l a i d 
down in  the request  for  co -f inancing and 
i n  t h e  c o - f i n a n c i n g  d e c i s i o n .  W h e re  t h e 
c losure documents  are  submitted accord-
i n g  t o  a p p l i c a b l e  r u l e s  a n d  t h e  M e m b e r 
State  cer t i f ies  the operabi l i t y  of  projec ts, 
t h e  C o m m i s s i o n  h a s  t h e  l e g i t i m a c y  t o 
make the f inal  payments.

Th e  p ro p e r  s u b s e q u e nt  o p e rat i o n  o f  t h e 
c o - f u n d e d  p r o j e c t s  i s  n o t  i n  t h e  s c o p e 
of  the evaluat ion of  cohesion pol ic y,  but 
fa l ls  under  the general  EU legis lat ion.

47.
I n  o n e  o f  t h e  c a s e s ,  t h e  Co m m i s s i o n  h a s 
not  yet  c losed the projec t .  I t  wi l l  ver i fy  at 
c losure  the  implementat ion of  measures 
requested to  reduce contaminat ion.

50.
Th e  Co m m i s s i o n  we l co m e s  t h e  o b s e r va -
t i o n  t h a t  i t  a p p l i e d  a p p r o p r i a t e  c o r r e c -
t i o n s  i n  a l l  c a s e s  o f  p u b l i c  p ro c u re m e n t 
weak nesses.
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52.
T h e  C o m m i s s i o n  s u p p o r t s  t h e  C o u r t ’s 
p o s i t i o n  t h a t  c o s t  o v e r r u n s  s h o u l d  b e 
avoided as  much as  poss ible. 

H o w e v e r,  i t  n o t e s  t h a t  i n  8 0  %  o f  c a s e s 
the cost  increases  were less  than 30 %. 

A c a d e m i c  r e s e a r c h  r e p o r t s  t h a t  l a r g e 
inf rast ruc ture  projec ts  are  ver y  complex 
u n d e r t a k i n g s  a n d ,  h i s t o r i c a l l y ,  e s c a l a -
t i o n s  o f  c o s t s  s i g n i f i c a n t l y  b e y o n d  i n i -
t ia l  budgets  are  ver y  common.  Such cost 
o v e r r u n s  m a y  e x c e e d  5 0  %  a n d  r e a c h 
100 % in  real  terms.

55.
M ember  States  are  in  charge of  def in ing 
t h e  c a p a c i t y  o f  t h e  p ro p o s e d  i n f ra s t r u c -
tures,  according to the expec ted demand. 
T h e  l i f e - c y c l e  o f  m o s t  o f  t h e s e  i n f r a -
s t r u c t u r e s  b e i n g  m e a s u r e d  i n  t e r m s  o f 
d e c a d e s ,  a n  a s s e s s m e nt  o f  t h e i r  o p e ra t -
ing rate  should  accordingly  a lso  be seen 
under  this  longer-term perspec t ive.

57.  (a)
Wi t h i n  t h e  a u d i te d  s a m p l e  a c t u a l l y  o n l y 
o n e  p ro j e c t  o u t  o f  s e ve n ,  o r  1 4  % ,  o p e r-
ates  at  low level .

58.  (a)
The Commiss ion refers  to  i ts  reply  to  par-
agraph 55.

B ox 8.  f irst  paragraph
T h e  C o m m i s s i o n  u n d e r l i n e s  t h a t  i t  i s 
M e m b e r  S t a t e s ’ r e s p o n s i b i l i t y  t o  s e l e c t 
a n d  m o n i t o r  E RDF    c o - f i n a n c e d  p r o j e c t s 
i n  t h e  f r a m e w o r k  o f  o p e r a t i o n a l  p r o -
grammes.  The Commiss ion approves  only 
m a j o r  p ro j e c t s .  I n  t h i s  co ntex t ,  p o s s i b l e 
c o n f l i c t i n g  s t r a t e g i e s  b e t we e n  re g i o n a l 
a n d  l o c a l  l e v e l  a d m i n i s t r a t i o n s  f a l l 
b e yo n d  t h e  Co m m i s s i o n’s  s co p e  o f  co m -
petence.
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60.
T h e  C o m m i s s i o n  r e c o g n i s e s  t h a t  t h e r e 
w e r e  s o m e  w e a k n e s s e s  i n  s e t t i n g  g r a n t 
r a t e s  i n  t h e  p a s t  i n  p a r t  d u e  a l s o  t o  t h e 
regulator y  f ramewor k .  The appl icat ion of 
Ar t icle 40 of  Regulation (EC)  No 1083/2006 
p rov i d e s  fo r  a  s ys te m at i c  u s e  o f  t h e  CBA   
for  major  projec ts.  Whi le  examining major 
projec t  appl icat ions  for  the 2007–13 pro-
gramming per iod,  the Commission ver i f ies 
w h e t h e r  t h e  CBA    m e t h o d o l o g y  h a s  b e e n 
c o n s i s t e n t l y  f o l l o w e d .  U n l i k e  t h e  p r e v i -
ous  programming per iod the Commiss ion 
is  not  apprais ing Cohesion Fund projec ts 
below the 50 mi l l ion euro threshold.  I t  i s 
the Member  States’ responsibi l i t y  to  carr y 
o u t  p r o p e r l y  t h e  CBA    a n d  e s t i m a t e  t h e 
funding gap for  each projec t .

Fo r  t h e  2 0 0 7 – 1 3  p e r i o d,  t h e  Co m m i s s i o n 
issued t wo guidance notes,  Work ing Docu
m e n t  N o  4 ,  ‘G u i d a n c e  o n  t h e  m e t h o d o l
ogy for  carr y ing out  cost-benef i t  analys is’ 
and ‘Guidance note on Ar t ic le  55 of  Coun-
c i l  R e g u l a t i o n  ( E C )  N o  1 0 8 3 / 2 0 0 6 :  R e v -
enue generat ing projec ts’.  The systematic 
u s e  o f  t h e s e  h a s  i m p ro ve d  c o n s i d e r a b l y 
the qual i t y  of  CBAs submitted by Member 
States .  The  ‘ funding gap’ methodology i s 
c l e a r l y  d e f i n e d  i n  A r t i c l e   5 5  o f  R e g u l a -
t ion (EC )  No 1083/2006,  appl icable  to  the 
2 0 0 7 – 1 3  p e r i o d .  I t  d i d  n o t  a p p l y  i n  t h e 
sa me way fo r  the  per i o d  2000–06 fo r  the 
ERDF,  where  for  projec ts  generat ing sub -
stant ia l  net  revenues maximum co -f inanc-
ing rates  were establ ished.
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61.
F o r  t h e  E RDF  ,  t h e  r a t e s  o f  a s s i s t a n c e 
h a d  t o  b e  s e t  a c c o rd i n g  t o  A r t i c l e  2 9 ( 4 ) 
o f  R e g u l a t i o n  ( E C )  N o  1 2 6 0 / 1 9 9 9 .  T h e s e 
rules  a l lowed for  f lex ibi l i t y  in  sett ing co -
f inancing rates.  I n  the Cohesion Fund the 
f lex ib i l i t y  a l lowed by  the  regulat ion was 
even greater  than for  the ERDF.  The Com-
m i s s i o n’s  g u i d a n ce  o n  re ve n u e  g e n e ra t -
ing projec ts  str ived for  maximum consist-
e n c y  i n  t h e  m e t h o d s  a p p l i e d,  e s p e c i a l l y 
within  a  given Member  State.

62.
A s  E RDF    p r o j e c t s  a r e  n o t  s u b j e c t  t o 
a p p r o v a l  b y  t h e  C o m m i s s i o n ,  t h e  d e c i -
s ions on the co -f inancing rate  were taken 
by nat ional  competent  author i t ies.

63.
Fo r  t h e  2 0 0 7 – 1 3  p e r i o d ,  Wo r k i n g  D o c u -
m e nt  N o  4 ,  co nt a i n i n g  g u i d a n ce  fo r  c a r -
r y ing out  CBA,  provides  a  set  of  wor k ing 
rules  and indicat ive values  for  key param-
e te r s  fo r  CBA    ( e . g.  d i s co u n t  ra te s ,  re fe r-
ence per iods) .  I n  the document  the Com-
m i s s i o n  r e c o m m e n d s  t h a t  t h e  M e m b e r 
States  develop their  own CBA guidel ines 
to take into account their  speci f ic  inst i tu-
t ional  and economic  condit ions.

63.  (a)
Since 2003 the Commiss ion pays  par t icu-
l a r  a t t e n t i o n  t o  t h e  q u a l i t y  o f  CBA   s  a n d 
t h e re fo re  t h i s  i s s u e  o f  i n c l u d i n g  d e p re -
c iat ion no longer  occurs.

63.  (b)
The appraisal  of  Cohesion Fund and major 
projec ts  is  carr ied out  at  the level  of  each 
i n d i v i d u a l  p ro j e c t  to  a s s e s s  i t s  f i n a n c i a l 
and economic  prof i tabi l i t y.

64.
F o r  p r o j e c t s  s u b j e c t  t o  a  C o m m i s s i o n 
d e c i s i o n ,  r e v e n u e s  w e r e ,  a s  a  g e n e r a l 
r u l e ,  t a k e n  i n t o  c o n s i d e r a t i o n  t o  d e t e r -
m i n e  t h e  f u n d i n g  ra te .  H owe ve r,  a  m e re 
a p p l i c a t i o n  o f  t h e  f u n d i n g  g a p  p r i n c i -
p l e  w o u l d  h a v e  c r e a t e d  a  d i s i n c e n t i v e 
t o  a p p l y  t h e  p o l l u t e r  p a y s  p r i n c i p l e .  To 
a v o i d  t h e s e  n e g a t i v e  e f f e c t s ,  t h e  C o m -
m i s s i o n  p r o p o s e d  t o  a d o p t  a  m o d i f i e d 
f inancing gap formula  for  water  projec ts. 
I n  some cases,  a f fordabi l i t y  and susta in-
abi l i t y  i ssues  were a lso  considered.

66.
T h e  C o m m i s s i o n  n o t e s  t h a t  i n  t h e  f i n a l 
r e p o r t s  r e q u e s t e d  f o r  C o h e s i o n  F u n d 
projec ts,  nat ional  authorit ies  are required 
t o  c o n f i r m  t h e  v e r i f i c a t i o n  o f  f i n a n c i a l 
information re lat ive  to  the projec t .  I f  net 
r e v e n u e s  e x c e e d  1 0  %  o f  t h e  a m o u n t s 
foreseen,  rates  are  to  be adjusted.

67.
The Commission refers  to  i ts  reply  to  para
graph 66.

67.  (a)
Fo r  t h e  2 0 0 7 – 1 3  p e r i o d ,  Wo r k i n g  D o c u -
ment  No 4  makes c lear  that  charging pol-
ic y  should take into account  the projec ts 
n o r m a l  p r o f i t a b i l i t y  a n d  t h e  n e e d  t o 
c o v e r  o p e r a t i o n a l  c o s t s  w h i l e  e n s u r i n g 
af fordabi l i t y  ( i .e .  the  impac t  of  tar i f fs  on 
users’ income) .

68–69.
See reply  to  paragraph 9 .
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CONCLUSIONS AND  
RECOMMENDATIONS

71.
T h e  C o m m i s s i o n  w e l c o m e s  t h e  C o u r t ’s 
c o n c l u s i o n  t h a t  s t r u c t u r a l  m e a s u r e s ’ 
s p e n d i n g  h a s  c o n t r i b u t e d  t o  i m p ro v i n g 
supply  of  water  for  domest ic  use.

72.  (a)
T h e re  h a s  b e e n  a  g ro w i n g  a w a re n e s s  o f 
downward t rends  in  water  consumption. 
Nonetheless ,  th is  was  not  ev ident  in  the 
projec ts  rev iewed by  the  Cour t ,  as  these 
t r e n d s  w e r e  n o t  w e l l  r e c o g n i s e d  i n  t h e 
1 9 9 0 s  o r  e a r l y  2 0 0 0 s ,  w h e n  t h e  a u d i t e d 
p r o j e c t s  w e r e  p r e p a r e d  a n d  i m p l e -
mented.

72.  (b)
T h e  C o m m i s s i o n  a g r e e s  t h a t  t h e r e  i s 
sco pe for  improvement ,  though i t  i s  d i f -
f i c u l t  t o  a c h i e v e  i n  e a c h  c a s e  a  p e r f e c t 
match bet ween e x - a n t e  demand and sav-
ings  forecasts  against  the real  outcome.

72.  (c)
T h e  l e g i s l a t i ve  f r a m e wo r k  a p p l i c a b l e  a t 
t h e  t i m e  o f  t h e  d e s i g n  a n d  s u b m i s s i o n 
for  approval  of  the audited projec ts  st ip -
u lated c lear ly  the  respons ib i l i t ie s  of  t he 
Commiss ion with  regard  to  the  approval 
o f  C o h e s i o n  F u n d  p r o j e c t s  a n d  m a j o r 
projec ts.

T h e  C o m m i s s i o n  c o n s i d e r s  t h a t  m a n a g -
i n g  a u t h o r i t i e s  h a v e  a n  i m p o r t a n t  r o l e 
i n  e n s u r i n g  t h a t  s e l e c t e d  p ro j e c t s  m e e t 
these per formance standards.

I n  t h i s  r e s p e c t  t o  s t r e n g t h e n  c a p a c i t y 
i n  t h e  n e w  M e m b e r  S t a t e s  t h e  J a s p e r s 
f a c i l i t y  w a s  s e t  u p  fo r  t h e  p ro gra m m i n g 
per iod 2007–13.

Recommendation 1

(a)  ( i )
T h e  Co m m i s s i o n  a g re e s  t h a t  t h e  i d e n t i -
f i e d  i s s u e s  i n  t h e  re c o m m e n d a t i o n s  a re 
i m p o r t a nt  e l e m e nt s  to  e n s u re  i m p rove d 
susta inabi l i t y  of  the regions  concerned.

Th e  Co m m i s s i o n  co n s i d e r s  t h at  t h e  p ro -
g r e s s i v e  i m p l e m e n t a t i o n  o f  t h e  w a t e r 
f r a m e w o r k  d i r e c t i v e  w i l l  s i g n i f i c a n t l y 
c o n t r i b u t e  t o w a r d s  a d d r e s s i n g  t h e s e 
issues.

(a)  ( i i )
T h e  C o m m i s s i o n  a g r e e s  o n  t h e  i m p o r t
a n c e  o f  i d e n t i f y i n g  a l l  p o s s i b l e  a l t e r n a -
t i ve  s o l u t i o n s  a n d  s u p p o r t s  t h i s  re c o m -
mendat ion.

I t  has  a l ready ack nowledged the impor t
ance of  those issues in  i ts  communicat ion 
on water  scarc i t y  and droughts,  adopted 
in  2007.

(b)  ( i )
I n  i t s  c o m m u n i c a t i o n  o n  w a t e r  s c a r c i t y 
and droughts,  adopted in  2007,  the Com-
m i s s i o n  h a s  s t r e s s e d  t h e  i m p o r t a n c e  o f 
ident i fy ing and implementing prevent ion 
m e a s u re s  ( e . g .  w a te r  s av i n g,  a l te r n a t i ve 
solut ions,  water  pr ic ing pol ic y) .

T h e  C o m m i s s i o n  c o n s i d e r s  t h a t  s t r i c t e r 
requirements  for  appl icat ions,  the  wor k-
i n g  d o c u m e n t  o n  c o s t - b e n e f i t  a n a l y -
s i s  a n d  a n  u p d a t e d  CBA    g u i d e  s h o u l d 
i m p r o v e  t h e  q u a l i t y  o f  CBA   s  a n d  p r o -
v i d e  a  c o m m o n  f r a m e w o r k  f o r  p r o j e c t 
appraisa l .

I mproving water  supply  ef f ic ienc y is  cru-
c ia l ;  other  cr i ter ia  a lso  need to  be  taken 
into account  as  appropr iate.

REPLY OF THE 
COMMISSION
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(b)  ( i i )
T h e  p r o g r e s s i v e  i m p l e m e n t a t i o n  o f  t h e 
water  f ramework  di rec t ive  which harmo -
n i s e s  t h e  r u l e s  o n  wate r  m a n a g e m e nt  i n 
t h e  E U  w i l l  a l l o w  m o r e  e f f i c i e n t  w a t e r 
resource management.

73.
T h e  C o m m i s s i o n  w e l c o m e s  t h e  C o u r t ’s 
conclus ion and agrees  with the objec t ive 
o f  r e d u c i n g  d e l a y s  i n  t h e  i m p l e m e n t a -
t i o n  o f  c o - f i n a n c e d  p r o j e c t s .  N o n e t h e -
less,  i t  notes  that  the complexit y  of  such 
p ro j e c t s  m ay  s o m e t i m e s  b e  a n  i n h e re n t 
fac tor  contr ibut ing to  delays.

74.
T h e  C o m m i s s i o n  r e c o g n i s e s  t h a t  t h e r e 
w e r e  d e f i c i e n c i e s  i n  m o n i t o r i n g  d a t a . 
However,  the  Commiss ion considers  that 
current  monitor ing tools  ( f inal  repor ts  for 
Co h e s i o n  Fu n d  p ro j e c t s  a n d  a n n u a l  a n d 
f inal  repor ts  for  ERDF major  projec ts)  are 
helpful  to  inform on the achievements  of 
projec ts. 

T h e  C o m m i s s i o n  v e r i f i e s  t h e  r e s p e c t  o f 
condit ions  at  the t ime of  f inal  payment.

Recommendation 2

(a)
T h e  C o m m i s s i o n  a g r e e s  t h a t  p e r i o d s  i n 
which projec ts  remain id le  due to  lack  of 
complementar y  inf rastruc ture  should  be 
r e d u c e d ,  e v e n  t h o u g h  i t  n o t e s  t h a t  t h e 
c o m p l e x i t y  o f  s u c h  p r o j e c t s  m a y  s o m e -
t imes  be an inherent  fac tor  contr ibut ing 
to  delays.

I n  o r d e r  t o  s t r e n g t h e n  c a p a c i t y  o f  t h e 
n e w  M e m b e r  S t a t e s  t o  p r e p a r e  m a t u r e 
p ro j e c t s ,  t h e  J a s p e r s  f a c i l i t y  w a s  s e t  u p 
for  the programming per iod 2007–13. 

Th e  Co m m i s s i o n  a l s o  a gre e s  t h a t  b e t t e r 
m o n i t o r i n g  o f  a c h i e v e m e n t s  c a n  h e l p 
M ember  States  improve projec t  manage -
ment.

REPLY OF THE 
COMMISSION
(b)
Fo r  t h e  p ro gr a m m e  p e r i o d  2 0 0 7 – 1 3  a n d 
i n  t h e  f r a m e w o r k  o f  t h e  s i m p l i f i c a t i o n 
exerc ise  under taken in  2008–10,  the pro -
v is ions  for  repor t ing  on E RDF   and maj or 
p ro j e c t s  h ave  b e e n  s i g n i f i c a n t l y  s i m p l i -
f ied and streaml ined to  a l low for  an eas-
ier  and more ef f ic ient  monitor ing.

75.  (a)
The Commiss ion agrees  wit h  t he  obj ec t
i v e  o f  m i n i m i s i n g  a s  m u c h  a s  p o s s i b l e 
d e l a y s  i n  t h e  i m p l e m e n t a t i o n  o f  c o -
f i n a n ce d  p ro j e c t s .  N o n e t h e l e s s ,  i t  n o te s 
that  the complexit y  of  such projec ts  may 
sometimes be an inherent  fac tor  contr ib-
ut ing to  delays.

75.  (c)
W h i l e  t h e re  we re  l i m i t e d  we a k n e s s e s  i n 
set t ing  grant  rates  in  t he  past ,  resu l t ing 
f ro m  d e f i c i e n c i e s  i n  t h e  CBA   s ,  t h e  l e g a l 
f ra m e wo r k  a n d  t h e  Co m m i s s i o n’s  g u i d e -
l i n e s  h a v e  b e e n  s t r e n g t h e n e d  f o r  t h e 
2007–13 per iod.

The appl icat ion of  the cost  recover y  pr in-
c i p l e ,  s e t  o u t  i n  D i r e c t i v e  2 0 0 0 / 6 0 / E C  
appl icable  f rom the end of  2010,  wi l l  fur-
ther  fac i l i tate  the sett ing of  grants  in  the 
future.
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Recommendation 3

(a)  ( i )
The Commission suppor ts  this  recommen-
dat ion.

T h e  C o m m i s s i o n  c o n s i d e r s  t h a t  m a n a g -
i n g  a u t h o r i t i e s  h a v e  a n  i m p o r t a n t  r o l e 
i n  e n s u r i n g  t h a t  s e l e c t e d  p ro j e c t s  m e e t 
these per formance standards.

I n  t h i s  r e s p e c t ,  t o  s t r e n g t h e n  c a p a c i t y 
i n  t h e  n e w  M e m b e r  S t a t e s  t h e  J a s p e r s 
f a c i l i t y  w a s  s e t  u p  fo r  t h e  p ro gra m m i n g 
per iod 2007–13.

I n  a d d i t i o n ,  t h e  co r re c t  i m p l e m e nt at i o n 
of  the direc t ive  on environmental  assess-
ment of  plans  and programmes ( Direc t ive 
2001/42/EC )  i s  re levant  in  this  regard.

(a)  ( i i )
T h e  C o m m i s s i o n  s u p p o r t s  t h i s  r e c o m -
mendat ion and refers  to  i ts  reply  to  (a) ( i )  
above.

T h e  c o r r e c t  i m p l e m e n t a t i o n  o f  t h e 
d i r e c t i v e  o n  e n v i r o n m e n t a l  a s s e s s m e n t 
o f  p r o j e c t s  ( D i r e c t i v e  8 5 / 3 3 7 / E E C ,  a s 
amended)  is  re levant  in  this  regard.

(a)  ( i i i )
The Commission refers  to i ts  reply to (a) ( i )  
above.

(b)
T h e  C o m m i s s i o n  i n t e n d s  t o  e n s u r e  t h a t 
the re inforced provis ions  for  the 2007–13 
p e r i o d  a re  f u l l y  i m p l e m e n te d  a n d  b r i n g 
the desi red results .

(b)  ( i )
T h e  J a s p e r s  f a c i l i t y  p r o v i d e s  t e c h n i c a l 
a s s i s t a n c e  t o  t h e  n e w  M e m b e r  S t a t e s 
when they are  prepar ing to  submit  major 
p r o j e c t s  t o  t h e  C o m m i s s i o n .  T h e  C o m -
miss ion a lso  has  a  contrac t  with  outs ide 
s e c t o r a l  e x p e r t s  w h o  c a n  b e  c o n s u l t e d 
on technica l  and soc ioeconomic  aspec ts 
of  projec t  appl icat ions.  I t  cons iders  that 
these steps  wi l l  s igni f icant ly  improve the 
q u a l i t y  o f  a p p l i c a t i o n s  p r i o r  t o  s u b m i s -
s ion to  the Commiss ion.

(b)  ( i i )
Th e  co s t  re cove r y  p r i n c i p l e  w i l l  b e co m e 
a p p l i c a b l e  b y  t h e  e n d  o f  2 0 1 0 ,  a c c o r d -
i n g  t o  A r t i c l e  9  o f  t h e  w a t e r  f r a m e w o r k 
direc t ive.  The Commiss ion considers  that 
t h i s  w i l l  i n c re a s e  t h e  e f f i c i e nt  u s e  o f  E U 
f u nds.  I t  wi l l  sc ru t in ise  t he  implement a-
t ion by M ember  States  of  th is  pr inciple.
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EUropEan coUrt of aUdItors

thE coUr t ’s aUdIt focUsEd on doMEstIc watEr sUpply 

InfrastrUc tUrEs co-fInancEd UndEr thE EU strUc tUral 

MEasUrEs dUrIng thE 2000–06 prograMME pErIod In spaIn, 

grEEcE, por tUgal and Italy, thE MaIn rEcIpIEnts of EU 

fUndIng In thIs arEa.

thEsE InfrastrUctUrEs aIM at IncrEasIng thE avaIlabIlIty 

of watEr, IMprovIng thE qUalIty of thE watEr dIstrIbUtEd 

and thE EffIcIEncy of thE sUpply systEMs.

thE objEctIvE of thE aUdIt was to assEss whEthEr thE Most 

approprIatE solUtIons wErE adoptEd, thE co-fInancEd 

projEcts wErE sUccEssfUl and thE objEctIvEs wErE achIEvEd 

at thE lowEst cost to thE EU bUdgEt.
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