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Dr. Harald Noack, Member of the European Court of Auditors 

 

Hearing “Efficiency and effectiveness of the 7th Research Framework 

Programme implementation and control systems and proposals for reform” 

Tuesday, 27 April 2010  

• How to address the beneficiaries’ concerns without harming the efficiency and 

effectiveness of the control framework and to re-establish a climate of trust 

between the Commission and the research community thanks to a uniform and 

consistent interpretation of the rules? 

• Stocktaking of the forthcoming Commission initiatives, proposals, communications, 

etc. 

• An inter-institutional Round Table in view of an improved management and control 

framework for FP8? 

 

Speaking note: 

"Perfection is finally attained not when there is no longer anything to add 

but when there is no longer anything to take away." – Antoine de Saint-

Exupéry 

I believe Mr Saint-Exupéry shows us the way to find appropriate solutions to the 

problems we are discussing today. To start with the first sub question, a consistent 

and uniform interpretation of rules is only possible when the rules are as simple as 

possible and sufficiently clear so that there is no room for diverse interpretations.  

Simplification, radical simplification I would say is the way forward and the Court 

has consistently advocated the simplification of EU funding for research. Let me 

briefly give you a flavor of our main messages for the funding systems of the two 

recent Framework Programmes.  

The 6th Framework Programme: 

If you allow me, I will go back to when this millennium started. At that time, we had 

FP5 and the Court recommended in its Annual Report 2001 a fundamental 

simplification of the cost reimbursement system for the then upcoming FP6. The 

Court suggested that the three main types of cost reimbursement systems 
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(Additional Costs, Full Costs, and Full-Cost-Flat-rate) could be replaced by a 

single system and the ten cost categories reduced to three (i.e. personnel costs, 

coordination costs and specific costs), making more extensive use of flat rates. 

Subject to an upper ceiling, those rates would be negotiated on the basis of the 

substantiated average rates of the participating entity. 

The Commission confirmed in its reply to that observation that such a drastically 

simplified cost reimbursement system would have had ‘[…] the merit of genuinely 

simplifying procedures and at the same time offering greater legal and financial 

certainty to the Community and to contractors alike’. Such a system was proposed 

by the Commission to the legislator when preparing the rules on participation and 

dissemination of results for FP6 (2002 to 2006), but the proposal was not taken up 

in the finally approved legislation. I fear we missed then a good opportunity. 

The 7th Framework Programme: 

In its Opinion 1/2006 on the 7th Framework Programme, the Court welcomed the 

proposals to simplify financing systems. The Court took the view that the 

Commission, however, should clarify in the ‘Rules for Participation’ for which types 

of actions, forms of grants, specific activities and types of costs (i.e. direct or 

indirect), flat rate financing, including scale of unit costs, or lump sum financing 

were to be applied. In the Court’s view, the legal base had to be explicit in this 

respect, thereby providing legal certainty for participants with regard to the 

financial rules from the beginning of FP7. 

 

Taking lump sums as an example, the Court considers that lump sums are 

appropriate for clearly defined work packages within each project, possibly linked 

to the achievement of specific milestones (this is a more a results-based 

approach). Such lump sums should also be established on the basis of a thorough 

negotiation procedure. A practical problem with the use of lump sums arises at the 

time of payment, when the Commission will have to assess the extent to which 

these work packages have been completed as agreed. In particular, difficulties in 

the implementation of such a scheme would arise in those situations where work 

packages were delayed, only partly completed, or replaced by other activities. 
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With regard to lump sums for whole actions, the Court recommends a more 

cautious approach. 

 

An alternative proposal on how to determine the Community financial 

contribution in a transparent, robust and simple-to-administer way 

On several occasions, the Court has proposed a simplified system for the 

reimbursement of eligible costs under the RTD framework programmes. In the 

Court’s view, the system to calculate and report costs and determine the EU 

financial contribution should be based on a single cost system, should be 

applicable to all funding schemes and should be sufficiently flexible to be used by 

all types of legal entities participating in indirect actions. Moreover, for a system to 

be transparent, robust and simple-to-administer, the participant’s usual (cost) 

accounting practices should be applied as far as possible when reporting the costs 

incurred. 

 

For Flat rates the Court considered that participants should be able to charge flat 

rates established in accordance with their usual cost accounting practices. The 

‘reasonableness’ of such rates would have to be demonstrated during the 

negotiation of a proposal, based on the participants’ accounting information, and 

certified by the external auditor when providing the audit certificate.  

 

One could go even further in the case of large beneficiaries. Here, the 

Commission has now the opportunity to use all the information collected for 

certifying a beneficiary’s costing methodology to establish negotiated hourly rates 

for personnel costs, which one can assume are based on actual costs. This is a 

point that maybe is worth to reflect on since personnel costs represent a large 

share of the total costs usually reported by beneficiaries. 

 

As the Member of the Court responsible for the audit work for the Statement of 

Assurance (or DAS) for the research policy area for nearly three years, the 

conclusions I reported from our audit work on FP6 and FP7 projects were similar: 
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In Annual Report 2007: 

The Court reiterates its recommendation to simplify and clarify the rules for the 

calculation and reporting of costs by beneficiaries, where possible making more 

extensive use of lump sum financing and introducing a results-based, rather than 

input-based, financing system.  

 

In Annual Report 2008: 

“In recent years, the Commission has reinforced its control systems and simplified 

the funding rules for research projects. These measures have contributed to a 

reduction in the level of error for this policy group. In order to maintain this positive 

trend, the Commission should:  

(a) ensure rigorous application of the controls, in particular by improving the 

reliability of audit certificates and through effective implementation of its ex-post 

audit strategy, imposing penalties where appropriate and making timely recoveries 

or adjustments in cases of undue reimbursement of claimed costs;  

(b) in line with the recent Commission paper on streamlining financial rules, further 

simplify the funding rules for the next research Framework Programme (FP8), 

while maintaining the objective of a cost-effective control system sufficient to 

provide reasonable assurance of the regularity of the expenditure.” 

 

The Future:  

The European RTD framework programmes are becoming ever more complex, 

both for participants and for the Commission services in charge of their 

administration.  

For future framework programmes, a simplified set-up should be envisaged. I 

believe there is now a broad consensus from the key stakeholders that this is the 

right way forward. 

 

As stated in the Court’s recent opinion on “Improving the financial framework of 

the EU budget”: “Simplification should remain a priority when reforming the rules 

and regulations of existing or new expenditure programmes and schemes because 

rules and regulations that are clear to interpret and simple to apply not only 
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decrease the risk of error but can also reduce the control costs. However, care is 

needed to ensure that due attention is also paid to the likely effects on the quality 

of spending of introducing simplification primarily aimed at reducing the level of 

irregularity.” 

 

The need for simplification by a transparent, robust and simple-to-administer 

funding system has to be counterbalanced with a rigorous control system. This 

simplification must balance public accountability standards and administrative 

costs borne by all parties (Commission, beneficiaries). Therefore the Court has 

consistently recommended simplification measures which should not be at the 

expense of accountability for public money. 

 

A fundamental simplification of the participation rules in RTD framework 

programmes is still necessary. Such stream-lining should of course be done within 

the boundaries defined by the current legal framework (in particular the Treaties, 

the Financial Regulation and the applicable state aid framework).  

 

The issue is to strike the right balance between a simplification of processes, and 

providing the European taxpayer with the assurance that the money spent in 

European research projects provides the best return on investment. 


