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The EU’s Accounting Reforms

The European Commission adopted an ambitious plan to implement full accrual
accounting by 2005 (Brussels, December 17, 2002)
“Today's action plan is the latest step in this long term strategy of modernisation: it maps
the Commission's progress towards the wholesale implementation of the most up-to-
date public sector accounting standards by 2005, taking into account all the constraints
and necessary detailed changes. With these measures the Commission will be far
ahead of most administrations in the world”, Commissioner Michaele Schreyer

Basis: Financial Regulation of June 2002, art. 124 (Council Regulation 1605/2002)
"The Financial statements shall be drawn up in accordance with the generally accepted
accounting principles"
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The EU’s Accounting Reforms

Priority: To develop a reference framework for 
general accounting that is in line with the private 
company accounting and that is internationally 

accepted

Choice: The adoption of IPSAS

Consequence: Accrual accounting

Budgetary 
Accounts

General 
Accounts

The EU has two types of accounts
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The EU’s Accounting Reforms

 IPSAS used as basis (IAS/IFRS if necessary)

 Harmonised chart of accounts for all EU Institutions and agencies

 19 EC accounting rules

 Set up of an Accounting Advisory Committee

 Detailed accounting manual

 1 January 2005 rules in force
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Annual accounts
Every year the Commission's Accounting Officer must produce the EU 
consolidated annual accounts, which consist of
• the consolidated financial statements (and its notes)
• the aggregated reports on the implementation of the budget.
The consolidated EU accounts include the accounts of the European 
institutions and agencies. 



8

The consolidation process
1) FIRST PHASE (until 2004)

The area of consolidation included only the EU institutions and the bodies set up by
the EU having legal personality which receive grants charged to the budget EC
followed the criterion of a single budget to define the area of consolidation:
“The criterion used to define the scope of consolidation is basically that of the single
budget, that of the European Union. The current definition of the scope of
consolidation does not comply with international standards” (CE, 2003)

2) SECOND PHASE (since 2005):

It was globally consolidated to include also entities under exclusive control (IPSAS 35),
significant influence (IPSAS 36) and Joint control (IPSAS 8). The main limits of the IPSAS
approach to consolidation:
“The main limit is that the criteria for consolidation are more or less the same as in IFRS and
they do not fit to the EU environment. Control criteria in our context are not always shares
held or seats on boards but are for example: discharge given by the European
Parliament/Council, financing through the EU general budget and audit by the ECA”.
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The consolidation scope (EU R2)
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EPSAS approach to consolidation



12 Three main types of issues seem to be linked to the preparation of
consolidated financial statements:
1) Determination of the level at which CFS should be prepared

(central and local levels). In addition, whole-of-government
accounts (WGA) comprising the accounts of all tiers of
government within one country may also be prepared to serve
accountability and decision-making objectives

2) Determination of the scope of consolidation (notion of control)
3) The cost and complexity linked to the preparation of CFS, which is

more of an organisational nature

EPSAS Issue paper on CFS (2018)
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Summary of the report.
The information resulting from the application of IPSAS 35:
• would provide relevant, reliable, complete, prudent, neutral,

verifiable, economically substantive, understandable, timely and
comparable information needed for making economic decisions
and achieving the necessary level of financial transparency and
comparability of financial reporting in the European Union;

• would not be contrary to the true and fair view principle; and
• would be conducive to European public good
• To better address the comparability objective of EPSAS financial

statements, additional guidance and improvements in certain
areas might be desirable.

EPSAS screening report on IPSAS 35 (2021)



Selected country experiences
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Government consolidation practices

EPSAS Issue paper on CFS (2018: p. 37)


	Consolidation in the public sector: �European practice diversity 
	The European Union’s Accounting Reforms and the global consolidation
EPSAS approach 
Selected country experiences           (Estonia, Slovakia and UK)
	The EU’s Accounting Reforms and the global consolidation�
	The EU’s Accounting Reforms�
	The EU’s Accounting Reforms�
	The EU’s Accounting Reforms�
	Slide Number 7
	The consolidation process
	The consolidation scope (EU R2)
	Slide Number 10
	EPSAS approach to consolidation�
	�
	�
	Selected country experiences�
	�

