
QUESTIONS TO COMMISSIONER GEOGHEGAN-QUINN 

 

1. Does the Commission plan to present an action plan on simplification of 
research funding and if yes, when will this happen? 

Commission's answer :   

In April 2010, the Commission has adopted a Communication on simplifying the 
implementation of the EU research framework programmes, presenting short and 
longer-term options for improvement. In May 2010, the Commission presented its 
proposal for the revision of the EU Financial Regulation, and a Communication on the 
tolerable risk of error. The Commission documents have triggered an intensive inter-
institutional debate. The majority of the suggestions made by the Commission were 
explicitly welcomed by Council and Parliament. The Commission is particularly 
grateful for the support given by Parliament in its report on simplification prepared 
under the lead of MEP Carvalho.  

Following the overall consensus on a number of issues that could still be implemented 
under the current overall legal framework, the Commission on 24 January 2011 took 
short-term simplification action, comprising three concrete measures with immediate 
and retroactive effect on FP7 projects: 

- Broad acceptance of EU research grant-holders usual accounting methods when 
requesting reimbursement for average personnel costs. They will no longer need to set 
up parallel accounting systems just for this purpose. Moreover, ex-ante certification of 
the average personnel cost methodology is no longer required. 

- Establishing for owner-managers of Small and Medium-Sized Enterprises, whose 
salaries are not formally registered in their accounts, a flat-rate payment for their work 
in EU funded research projects. This will greatly facilitate the participation of this 
extremely important sector of the economy in the EU research programme. 

- Installing a new steering group of senior officials from all the Commission 
departments and agencies involved that will ensure consistency in the application of 
the rules on research funding. This will increase the transparency and legal certainty 
for all beneficiaries. 

In this context it is also recalled that the Commission's proposal on the revised EU 
financial regulation offers simplification still to be applied to FP7, such as the 
abolition of the interest bearing accounts. It is now under the responsibility of Council 
and the European Parliament to adopt these measures. 

In addition, the Commission is working continuously on the improvement of the 
guidance documents and support structures and on the processes for grant 
management and the related IT systems. 

As concerns more profound changes that would require amendments to the overall 
legal framework, the inter-institutional debate lead to the conclusion that stability and 
continuity of the legal rules of the ongoing Framework Programme is considered by 
all stakeholders as an element of simplification itself. The Commission will therefore 
prepare such more profound changes for the next EU research and innovation 
programme on the basis of revised financial regulations. The Commission considers 
simplification as one of the basic design principles for the new strategic framework 
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for research and innovation funding, and it will continue to push for substantive 
improvement. The Commission will present its legislative proposals for the new 
strategic research and innovation framework by the end of this year, following an 
open consultation to be launched in the early spring.  

 

2. On 26 May 2010 the Commission adopted a Communication proposing a 
tolerable risk of error between 2 and 5%. What will be the effect of raising the 
tolerable risk level from 2-5%? 

Commission's answer :   

At present, the Commission can achieve a positive assurance from the European 
Court of Auditors only when the level of errors on an annual basis is below 2%. This 
requires a very intensive control strategy that has been perceived as highly 
burdensome by the research community and which discourages researchers and 
industry from participating in the funding programmes.  

The Commission has proposed an annual tolerable risk of error level for Research, 
Energy and Transport expenditure between 2% and 5%. The Commission considers 
that control systems providing the reasonable assurance to keep the maximum risk of 
error on an annual basis around the middle of this range would be cost-effective  
taking into account the complex modalities of the current Research Framework 
Programmes). Above that, additional action would be taken through increased 
controls addressing the major causes of error while  taking into account the multi-
annual nature of both the expenditure and the control system (corrections taking place 
in the next year at closure time). This level could be revised in the light of major 
changes in the control environment that would have an effect on the DAS error rate. 

A control strategy that is not perceived as excessive burden by the research 
community is also important in view of attracting the brightest scientists and most 
innovative companies and will enable to achieve the programme objectives in terms 
of strengthening the excellence of EU science base and the competitiveness of its 
industries.    

The adoption of the proposed tolerable risk level would provide the Commission with 
an explicit internal control objective to design effective and cost efficient control 
systems. In this respect the Commission stresses that the adoption of the proposed 
tolerable risk level would not result in tolerating more or higher errors. All errors 
detected will be corrected and any amount unduly paid will be recovered, in 
compliance with the Financial Regulation. In contrast, it would possibly strengthen 
the efficiency of controls by allowing the Commission to focus controls on projects 
and beneficiaries which are more likely to have over declared costs and on the 
prevention and detection of fraud.  

In short, considering a tolerable risk of error around the proposed 2-5% would allow 
the Commission to design "better" (more intelligent, more effective, more efficient 
controls); not less. 

 

3. The Court's testing sample included 13 interim payments to FP7 projects. In 
six cases - almost 50% - the Court found errors of a similar nature to those 
which have affected FP6 projects (Paragraph 5.20). In its reply the 
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Can the Commission give an assurance that sufficient safeguards are in place 
to ensure that the level of error in FP6 cannot occur in FP7 payments?  

Commission's answer :   

The information currently available does not allow drawing a sufficiently reliable 
"representative" conclusion as of the prevailing level of error for FP7 yet. In March 
2010, DG Research indicated in its Annual Activity Report (section 3.1.1, page 46) 
that the available information suggested that FP7 expenditure is likely to continue to 
be affected in the coming years by error rates above the threshold of 2% and 
comparable, or even slightly higher that those found in FP6. This view was also 
expressed by the European Court of Auditors in its Annual Report (paragraph 5.48). 

At the present juncture, the situation has not changed. The Commission is confronted 
with a mix of factors and measures which may (cross)-influence either positively 
(learning curve with ex-FP6 beneficiaries and/or newly added FP7 measures such as 
an ex-ante certification of costs and costing methodologies-) and/or negatively (e.g. 
reduction of audit certificates to alleviate burden for beneficiaries) the error levels for 
FP7. The audits results available so far are not sufficiently representative to reach a 
conclusion as of the prevailing resulting 'net' effect of all these factors and measures 
combined.  The risk that the FP7 error rates are similar or even slightly higher than 
those of FP6 can still materialise.  

 

4. Discussion with all stakeholders of the 7th RFP has shown a number of 
implementation problems. Stakeholders complain of:  

 Long time to contract / time to payment, 

 Retro-active and incoherent interpretation of funding provisions between 
the services which provokes an increased error rate, 

 High variety of applicable funding provisions and number of funding 
mechanisms which also increase the complexity of the funding provisions, 
making the system more error-prone. 

 

(i)  How will Commission improve performance in the implementation of 
the 7th RFP, in particular with a view to speeding up procedures? What is the 
average time to contract per programme under the 7th RFP? Do long 
implementation times stem from lack of resources, and if so, what resources 
would be necessary to drastically and sustainably improve the performance? 

Commission's answer:   

Average time-to-grant in FP7 is currently in the order of 350 calendar days 
(Cooperation: 379 days; Ideas: 334 days; People: 332 days; Capacities: 382 days, 
Euratom: 383 days). The overall average is about one month shorter than in FP6. 
These values are in the range of benchmarking figures of other national or 
international research funding programmes with projects of comparable complexity. 
There is a positive trend towards shorter time-to-grant between 2009 and 2010. This 
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means that the simplification measures introduced with the start of FP7 (unique 
registration of participants, fewer ex-ante financial checks) show their effects.  

These improvements are no reason for complacency for the Commission. Continuous 
efforts are made to improve the guidance and help for applicants, to make the 
Participant Portal the unique and user-friendly IT platform for all exchanges with 
applicants and beneficiaries, to remove parallel paper circuits, and to rationalise the 
grant management processes. Moreover, the short-term simplification measures 
adopted by the Commission on 21 January 2011 will also have an effect on further 
reducing the time needed for preparing grant agreements. 

Increased Commission resources for FP7 grant management are currently not an 
option. With the start of FP7, the Commission has created two executive agencies 
dealing in particular with grant management on behalf of the Commission and 
providing the necessary staff for the implementation of the increasing annual budget 
for the remaining FP7 period. Their well focused mission ensures a high efficiency, 
with a moderate administrative cost. 

 

(ii)  What is the ratio between staff employed (either directly by 
Commission or externally under contracts or otherwise) for ex-post 
verification and audit and staff entrusted with the implementation of 
programmes? What is the average time to the final closure of a funding 
project? 

Commission's answer :   

In early 2010 the Commission assessed the allocation of resources for the 
management of the Research Framework Programmes in the several DGs and 
Executive Agencies concerned. The data resulting from this assessment show that 
18%  of the human resources allocated to the management of the framework 
programmes were devoted to ex-post controls (audit and implementation of audit 
results) while 82% worked on ex-ante stages (selection of proposals, contract 
negotiation and project management). 

The duration of a project in 2009 varied between two months and seventy-two month, 
with an average of 36,7 months. (Source CORDA. Figures for the whole family The 
duration of a project in 2010 varied between five months and eighty-one months, with 
an average of 38,1 months.  

 

(iii). The present revision of the Financial Regulation applicable to the 
general budget of the European Communities No. 1605/2002 (Financial 
Regulation) offers a chance for streamlining funding provisions. Which part of 
the Financial Regulation itself should be reinforced by introducing clearer and 
more detailed provisions? Which (parts of) provisions of the past Research 
Framework Programmes (including rules for participation, funding contracts 
and any guidelines) have proven efficient, effective and stable so that they 
should be integrated into the legal framework of the Financial Regulation? 
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Commission's answer :   

The Financial Regulation (complemented by its Implementing Rules) is the unique 
Union's legal instrument to define common rules applicable to all policies and 
programmes financed by the Union budget. Its current revision, which is both 
ambitious and global, is therefore a not-to-be-missed opportunity to streamline 
financial rules. The Commission proposal has focused on three main objectives: 
simplification, better delivery and accountability. The proposed changes have been 
largely inspired by rules applicable in the Research field and by experience on the 
ground which was conveyed to the Commission during the 2009 public consultation 
which prepared the FR revision. For example: 

- Simplification: facilitate the use of lump sums; broad acceptance of accounting 
practices of beneficiaries including average personnel costs; reduce procedural and 
documentary requirements for the benefit of beneficiaries. 

- Better delivery: where appropriate, possibility to shift the regime of grants from a 
real-cost based management (inputs) towards a performance-based scheme (outputs), in 
order to better target policy objectives and enhance the delivery of Union funds. This is a 
major cultural shift. Another major change proposed aim at increasing the leverage of 
Union funds through innovative tools such as financial instruments. 

- Accountability: changes proposed aim at a better balance between risks and 
protection. This means that the FR, while ensuring sound financial management, 
should also leave significant room of manoeuvre for Authorising Officers so that they 
can adapt the means to their operational constraints and the financial risks they are 
faced with. 

Lessons have been learned. The Commission proposal has taken them on board, and 
will ensure that the legislative procedure does not lose sight of these objectives. 

The Commission will also see that the coherence is ensured between the FR and the 
future sector-specific rules which will apply during the next financial framework. As 
far as possible, all financial rules should be included in the FR, in particular if they 
have proven efficient, effective and stable, so that they can apply to all Union 
policies. 

 

(iv). Which Financial Regulation applies to the JTIs, would the 
Commissioner be prepared to present its content? 

Commission's answer :   

The JTI Joint Undertakings are, from the perspective of the Financial Regulation, 
bodies in the sense of Article 185 FR. Therefore, their financial management is 
governed by their financial rules which are based on the framework Financial 
Regulation (Commission Regulation 2343/2002) from which they derogate only in 
their operational needs so require and with the Commission's prior consent. The 
derogations granted generally align the rules on grants with those of the Seventh RTD 
Framework Programme. Following a report of the "Sherpa Group" the Commission 
will evaluate the possibility to improve the existing framework. 
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(v)  Which non-research programmes do JRCs participate in and why? 
What are the sums involved? 

Commission's answer :   

The JRC participates in only one non-research programme, namely the Nuclear 
Decommissioning & Waste Management Programme aimed at managing the 
historical liabilities resulting from nuclear activities carried out by the Joint Research 
Centre pursuant to the Euratom Treaty (Title 10 Chapter 05). The appropriations 
involved for 2009 were commitments of 32,6 Mio € and payments of 26,2 Mio €. 

 

5. In 43% of the cases audited at the beneficiary under FP6, the Court of 
Auditors found errors in cost statements, which had received an unqualified 
opinion from the certifying auditor. Audit certificates did not provide the 
additional assurance expected, and there is an urgent need to improve the 
reliability of this control. The Commission has taken remedial action in order 
to improve the quality of the audit certificates in FP7, hoping that this 
approach should lead to a reduction in errors of interpretation of the eligibility 
rules. Did the remedial action bring substantial improvements?   

Commission's answer :   

The Commission has reformed the audit certification system under FP7 with the 
introduction of an audit certification approach based on "agreed upon procedures" 
which consist of a compulsory set of procedures to be used by certifying auditors. 
Under this system auditors are no longer requested to provide an assurance opinion 
but to perform a set of procedures in order to provide an independent report on factual 
findings, which will be the basis for the Commission to assess the eligibility of cost 
claims and/or the cost accounting methodology used by a beneficiary. The simplified 
procedures leave less room for interpretation by the certifying auditors and ensure a 
harmonised approach on audit sampling and testing.  In general there is positive 
feedback regarding the new ex-ante certification approach from the Commission 
services managing FP7 grants. However at this stage of the programme cycle, given 
the insufficient number of FP7 interim payments and the relatively limited number of 
on-the-spot checks performed, which would allow testing the reliability of the FP7 
audit certificates, it is too early to draw final conclusions 

 

6. The Court of Auditors annual report notes that the acceptability criteria of the 
certification of the costing methodology were too stringent for most 
beneficiaries, and they did not correspond to common accounting practises. 
What is the best possible balance between simplification and accountability 
concerns?  

Commission's answer :   

The acceptability criteria of the certification of the costing methodology applied till 
now were geared towards the prevailing regulations and accountability context 
Experience gained between 2009 – 2010 shows that they were well conceived to 
mitigate the risk of deviations between the average and actual personnel cost on 
projects but in practice too stringent for most beneficiaries. At many instances 
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beneficiaries were not able to use their usual accounting practices as regards average 
personnel costs. This discouraged participation from key stakeholders such as 
industry. This file was a case-in-point for the need for simplification. It is also 
indicative of the delicate nature of seeking the right balance between policy 
effectiveness (i.e. accommodating the beneficiaries' usual cost accounting practices) 
and at the same time satisfying the requirements in terms of tolerable risk of error and 
accountability. It should also be noted that the European Parliament has requested in 
the discharge procedures for 2007 and 2008 to review the cost methodology for the 
calculation of average personnel costs.  

The simplification measures which are now prepared in view of FP7 and in particular 
for the next and future Framework programmes provide a much broader acceptance of 
cost accounting approaches. This follows on the broad consensus achieved within EU 
Institutions, both the executive, legislative and discharge authorities, on the need to 
ensure that on one the hand EU research policy remains attractive and on the other 
hand that sound financial management of such actions is maintained.  

The question of balancing simplification and accountability is also inherent in the 
debate on the tolerable risk of error (TRE) for the research area.  

 

7. The number of audit certificates required has been significantly reduced in 
FP7 (as compared to FP6), while the system of ex-ante certification of costing 
methodologies, which is supposed to replace the audit certificates is not 
operating as intended - according to the Court of Auditors. There is a risk that 
the positive effect of the changes aimed at simplifying the funding rules may 
not continue under FP7, due to difficulties in the ex-ante certification of 
beneficiaries' costing methodologies. What do you plan to make the ex-ante 
methodology certification more successful? 

Commission's answer :   

As regards the certification of beneficiaries' accounting methodologies, the result 
achieved so far is disappointing. The background to this situation is already described 
in the reply to question 6. To overcome the current situation, the Commission has 
adopted on 21 January 2011 a package of simplification measures under FP7. Two of 
the measures have a direct impact on the methodology certification activity. 

 The first short-term measure concerns the use of average costs for charging direct 
personnel costs to FP7 grants. The Commission has redefined the criteria for the 
use of average personnel costs in order to ensure a more adequate balance 
between simplification demands and assurance constraints. The criteria for the 
acceptable deviation between average costs in a personnel category and the actual 
costs related to the individual persons working in FP7 projects have been 
removed. This allows for the acceptability of the majority of average personnel 
cost methods actually applied as usual accounting practice by beneficiaries, in 
particular in industry, including the cost-centre based methods. 

 The second short-term measure concerns problems related to the funding of SME 
owners or physical persons not receiving a salary registered in the accounts of the 
entity. To overcome this situation a new method for assessing the value of the 
work of researchers in this situation has been introduced based on the principles of 
fair compensation for efforts applied and on the legitimate expectations of the 
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the "People Specific Programme" for Marie Curie fellowships. 

 

Given the above, it is expected that beneficiaries who could not fit the former 
stringent acceptability criteria for average personnel costs (defined in Commission 
Decision C(2009)4705) would now be more inclined to submit a certificate. The 
Commission envisages an active communication campaign to inform beneficiaries 
and FP7 stakeholders of the simplified procedures and opportunities for obtaining cost 
methodology certificates 

 

8. The Court observed a significant backlog in the implementation of financial 
corrections. In 2009 the outstanding recoverable amounts almost tripled to 
31,5 million euro. Have the measures aimed to improve the timely 
implementation of audit results proven successful? 

Commission's answer :   

The fact that outstanding recoverable amounts have nearly tripled in 2009 is not the 
due to a slowdown in recoveries, but a result of the new and reinforced audit strategy 
put in place in 2007/08. The FP6 audit strategy has permitted to identify non-eligible 
costs declared by project participants to a much larger extent than this had been the 
case in previous years. 

In response to this increase in recoverable amounts, the recovery activity of the 
operational units concerned has increased proportionally but there is an 
uncompressible time-lag between the moment the audit is closed and the time the 
recovery is cashed. The preferred and most efficient means for recovery is the 
deduction of the amount due from the next payment, which is not due until several 
months in the future.  

For FP6, the amount to be recovered has ceased to increase at the end of 2010, as the 
audit effort has largely been completed while the recovery effort has now gained 
momentum. The bulk of FP6 recoveries are expected to be cashed during 2011 and 
the exercise fully completed the following year.  

 

9. It is important to strike a balance between the risks in the projects and the 
costs of control in order to obtain a more cost-efficient control system. How 
does the Commission foresee to work further on these issues?    

Commission's answer :   

In order to strike the right balance between risks and costs of controls, the 
Commission has adopted on 26 May 2010 a Communication proposing a tolerable 
risk of error between 2 and 5%.  

In the case of acceptance of risk-based and cost-effective control measures in 
accordance with the principles of efficiency and economy supporting the sound 
financial management concept, the Commission could envisage for FP7 to focus more 
on (1) high risk areas, i.e. those projects and beneficiaries which as a result of a risk 
analysis are considered more likely to be affected by higher error rates, and (2) fraud 
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detection and deterrence by using available intelligence analysis tools to orientate the 
ex-post audit effort.  

Alternatively, if the control objective remains to bring on an annual basis the error 
rate below the 2% threshold, the Commission would have to maintain its current audit 
strategy or even to strengthen it 

 

What further measures are the Commission planning with regard to recoveries 
and financial corrections? In paragraph 5.41, the Commission states that 
further efforts will be made. In paragraph 5.49c, the Commission refers to 
possible actions that are contained in a communication adopted on 15 
December 2009.  

Commission's answer :   

By way of its Communication of 15 December 2009 the Commission has adopted 
measures to substantially simplify and accelerate the recoveries in particular further to 
extrapolation of audit results onto non-audited projects of the same audited 
beneficiary, if these appear to be affected by a systematic error. Instead of having to 
recalculate in detail their declared costs contract by contract, beneficiaries may now 
choose to apply flat-rate corrections to the non-audited projects. This option has 
already been applied by various beneficiaries with satisfactory results. 

In addition, the DGs of the Research domain will use so-called global recovery orders 
to streamline the recovery process. Global recovery orders regroup individual 
entitlements in one recovery act and simplify the process both for the Commission 
and the concerned beneficiaries. 

 


