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2010 Discharge to the Commission 
 

WRITTEN QUESTIONS TO COMMISSIONER  
GEOGHEGAN-QUINN  

Hearing on 23 January 2012 
 

1. Please provide the amounts of pre-financing payments for the financial 
years 2008, 2009 and 2010 for FP7 and the previous framework 
programmes in the following table: 

 

 

2. Parliament invited the Commission to consider the introduction of a 
"bonus system" which partially should replace the current upfront 
payment system (discharge report for the financial year 2009, paragraph 
140). In its follow-up report (SEC(2011)1351, page 41) the Commission 
states that "the aspects highlighted by the Parliament will be properly 
addressed" in its proposal for the next Framework Programme. 
In concrete terms, how does the Commission address the idea of a "bonus 
system"?   

The funding model contained in the Horizon 2020 proposal, the Framework 
Programme for Research and Innovation (2014-2020), has been subject to an 
in-depth consultation of stakeholders and an impact assessment. As a result, an 
improved and simplified system for the reimbursement of actual costs has 
been retained as the funding model. 
 
However, as a new feature, the Commission's proposal for Horizon 2020 
introduces elements of a bonus system to reward the achievement of 
predefined results: 
  

 

payments in million 
euro 

2008 2009 2010 

Total operational 
expenditure FP7 and 
previous framework 
programmes:  

5.511,9 mio euro 4.489 mio euro 4.150,7 mio euro 

pre-financings FP7 
and previous 
framework 
programmes 

3.660,2 mio euro 2.509 mio euro 2.415,3 mio euro 
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 In the case of specific challenges in the area of research and innovation, 
the proposed Rules for participation foresee prizes to be awarded for the 
achievement of pre-specified targets.  

 
 Another possibility will be output-based funding with lump sums for 

whole projects. Such approach will be used only in specific areas close to 
application and defined at work programme level.  

 

3. Risk-Sharing Finance Facilities (RSFF): The EIB and the Commission 
will make available EUR 1 billion from each Institution. Those two 
billions will allow mobilising RSFF loans of up to EUR 10 billion in total.  

 Can the Commission give an overview of the beneficiaries (company/ 
amount / duration) who received loans of the RSFF for investments in 
Research, Development and Innovation (RDI)? 

 At the end of 2011 (for the period between 05/07/2007 until 16/01/2012), 
the results achieved by the RSFF are the following: 
 

o Approved loans: 95 approved loans (out of which 80 are active) for 
a total amount of EUR 9.4 billion (EUR 7.9 billion of active 
approved loans) 

o Signed loans: 77 signed loans (out of which 71 are active) for a 
total amount of EUR 7.46 billion (EUR 6.8 billion of active signed 
loans) 

o Disbursed loans: 55 disbursed loans for a total amount of EUR 4.8 
billion. 

 
 A detailed table of the state of the art at 16/01/2012 of signed loans with 

the name of the beneficiary, the title of the project, the project status 
(signed, cancelled, partially / fully disbursed or reimbursed), the loan 
duration (including grace period) and the amount of the loan is provided in 
Annex I. 
 

 

 Would the Commission evaluate the information received on the 
management of the RSFF as sufficient or is data missing in order to get a 
full picture? 

 
 The Commission considers that operational and financial reportings 

requested to and provided by the EIB Group in the context of the RSFF 
implementation are sufficient and provide relevant information and figures 
to ensure a sound and efficient management and follow-up. 

 
 Concretely, regarding RSFF financial reporting:  

o As far as financial statements on the EU RSFF Account are 
concerned, the EIB must provide the Commission with a complete 
set of un-audited (31/01) and audited (15/03) financial statements 
on the EU RSFF Account of the previous year, in compliance with 



 3

the EU accounting rules based on IPSAS/ IFRS rules.  
 

o As far as financial risks are concerned, the EIB must provide the 
Commission with its financial risk reporting, including explanatory 
notes in relation to the EU assets in the EU RSFF Account and to 
the risk exposure related to EU RSFF Operations of the previous 
year (draft by 31/01; final report by 15/03).  

 
o As far as the EU assets in the EU RSFF Account are concerned, 

information provided by the EIB shall include, for each class of 
financial assets, disclosures on:  

 
 the extent and nature of financial instruments used 
 the exposure to market risk, liquidity risk and financial risk 
 any hedging activities undertaken.  
  

o As far as EU asset management are concerned, the EIB must: 
 

 on a quarterly basis, send to the Commission a report on the 
investments made for the account of the EU RSFF Account. 

 deliver a quarterly report on the risks and on the 
performance of the EU RSFF Account. 

 inform the Commission within one week of becoming 
aware of a default or a potential event of default of any 
substantial (group of) asset(s) in the EU RSFF Account; 
and within one week after the event, of all cases when 
issuer or bond issue ratings have been downgraded below 
the specified limits or if the credit limits have been 
breached. 

 
 The Commission will adapt these requests / reportings according to the 

agreement that the Council and the European Parliament will reach 
regarding the current revision of the Financial Regulation and in particular 
its Title 8. 

 

 What are the administrative costs of RSFF? 

 

 The RSFF Co-operation Agreement between the EU and the EIB defines 
RSFF Administrative Costs in its Article 8.  

 

The RSFF Administrative Costs are based on the EIB full cost approach as 
accepted by an independent external auditor of the EIB and applied 
according to the principles provided to the EU Designated Service in written 
and recognised by the EU as being in compliance with the definition referred 
above.  

The Report on RSFF Administrative Costs must be provided by the EIB at 
the latest 31 March each year. 
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 In compliance with the RSFF Co-operation Agreement between the EU and 
the EIB, the EU partially reimburses administrative costs of the EIB for the 
implementation of the RSFF according to the following rules: 

 
o The EU financial contribution to RSFF Administrative Costs is limited 

to a maximum of 4%1 of the EU financial contribution to the RSFF. 
o It supports from 50% to 100% of eligible costs of activities 

implemented, subject to the level of the Net Receipts2 benefitting to the 
EIB: the accepted EU financial contribution to RSFF Administrative 
Costs cannot be superior to the difference between the RSFF 
Administrative Costs and the EIB Net Receipts.   

 At the end of 2010, due to the arrangement in the RSFF Co-operation 
Agreement (see above), the EU has not reimbursed any administrative costs 
to the EIB for the implementation of the RSFF, so far, as Net Receipts are 
superior to RSFF Administrative Costs.  

 Given to the revolving nature of the RSFF, what happens to unused money 
and interests (especially after 2013)?  

 During the RSFF implementation, financial interests generated and profiting 
the EU are added to the EU financial contribution and to any amounts 
recovered by the EIB on EU RSFF Operations (including risk-related incomes 
like a share of the Risk margin, recovery, restructuring costs…) 

 Financial interests and other risk-related incomes ("revenues") may be used, 
like un-used EU financial contribution, to support additional loans until the 
end of 2013. In addition, they can also be used in order to cover asset 
management services of the EIB, or to secure the implementation of the new 
RSFF sub-facility for SMEs, the so-called "RSI", with therefore no impact on 
EU budget.  

 At the end of 2013, while taking into account the possible payments of RSFF 
Administrative Costs and of EIB asset management services, the Commission 
will take stock of the situation regarding possible un-used EU financial 
contribution and revenues, as well as later on available amounts due to full 
repayment of loans by beneficiaries. Article 36.3 of the proposal relating to 
future Horizon 2020 rules for participation, proposed that revenues and 
repayments generated by the Risk-Sharing Finance Facility shall be assigned 
to the succeeding financial instruments.  

                                                 

1 Plus a possible top up of 2% subject to the achievement of performance indicators. 

2 Net Receipts means any form of receipts, including notably cumulative amount of Administrative 
Margin, commitment fees, restructuring fees and any other fees received by the EIB from an RSFF 
Beneficiary or an RSFF Financial Intermediary, during the Period 
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4. Does the Commission have an overview of the overall amount which a 
corporate group receives (including i.e. all subsidiary enterprises)? What 
are the ten biggest amounts concerning corporate groups?  

The Commission only collects and maintains data with regard to the legal and 
financial status of individual FP7 beneficiaries that is deemed necessary for 
the administration of signed grant agreements.  
 
The list below presents the top ten FP7 participants in terms of granted FP7 
financial contribution over the period: 2007 – 19 October 2011: 
 

               

No. of 
Participati

ons 

EU Financial 
Contribution 

(euro) 
Legal Name Country 

852 419,806,864 CENTRE NATIONAL DE LA 
RECHERCHE SCIENTIFIQUE France 

603 279,872,669 

FRAUNHOFER-GESELLSCHAFT 
ZUR FOERDERUNG DER 
ANGEWANDTEN FORSCHUNG 
E.V 

Germany 

406 218,924,364 
MAX PLANCK GESELLSCHAFT 
ZUR FOERDERUNG DER 
WISSENSCHAFTEN E.V. 

Germany 

436 218,383,238 
COMMISSARIAT A L ENERGIE 
ATOMIQUE ET AUX ENERGIES 
ALTERNATIVES 

France 

398 207,763,751 
THE CHANCELLOR, MASTERS 
AND SCHOLARS OF THE 
UNIVERSITY OF CAMBRIDGE 

United Kingdom 

337 179,199,864 
THE CHANCELLOR, MASTERS 
AND SCHOLARS OF THE 
UNIVERSITY OF OXFORD 

United Kingdom 

319 169,238,861 Eidgenossische Technische 
Hochschule Zurich Switzerland 

13 168,491,756 FONDATION EUROPEENNE DE 
LA SCIENCE France 

297 166,299,292 ECOLE POLYTECHNIQUE 
FEDERALE DE LAUSANNE Switzerland 

339 150,489,964 
IMPERIAL COLLEGE OF 
SCIENCE, TECHNOLOGY AND 
MEDICINE 

United Kingdom 

          

 

5. What were the major impacts of the Commission's simplification 
communication concerning FP7? Would the Commission evaluate this 
measure as effective? 

 
The Commission's Communication on simplifying the implementation of the 
Research Framework Programmes (COM (2010) 187 of 29.04.2010) 
distinguishes between short term and long term measures. 
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Regarding short term measures, three were adopted by the Commission on 24 
January 2011 (Decision (C(2011) 174). They consist of: a broader acceptance 
of average personnel cost methodologies, a scale-of-unit cost system for SME 
owners, and a Research Clearing Committee responsible for ensuring the 
uniform interpretation and application of the rules.  
 
In addition, as stated in the Communication, the ongoing efforts to reinforce 
guidance to the participants to prevent errors occurring and to further develop 
the IT tools and services were continued. More specifically the single user-
friendly IT platform for interactions with the participants is currently 
expanded to new services, and will in the future reduce parallel exchange of 
paper documents to the absolute minimum.  
 
Regarding longer term measures, many of the elements of the Communication 
were taken up in the proposal for Horizon 2020, the Commission's programme 
for Research and Innovation. (see question 11)  
 
In conclusion, the Commission's communication on simplification was an 
effective measure. It has permitted to identify and adopt short term measures 
for the simplification of FP7 and has launched the inter-institutional debate 
with the European Parliament and the Council preparing the ground for the 
adoption of the Horizon 2020 proposals relating to simplification. 
 

6. What is the average amount of the overall concluded contracts? Between 
which amounts most of the contracts were concluded? How long were the 
time to contract / time to payment? 

Average amount of concluded contracts  
 
As of 19 October 2011, the average EU contribution to signed FP7 grant 
agreements amounted to 1.716.199 euro.  The middle fifty percent (inter-
quartile range) of all signed FP7 grant agreements receive an EU contribution 
ranging from 171.868 euro (25th percentile) to 2.478.615 euro (75th 
percentile).  
 
Time to grant. 
 
As of 17 January 2012, the average FP7 time to grant is 338 calendar days. 
 
This time includes the different steps in the procedure. Once a call for 
proposals is closed, all proposals undergo a strict peer review process with the 
help of external experts. At least three experts assess every project 
individually and then the assessment is consolidated in a discussion between 
these experts and documented in a consensus report. To maintain the quality 
of this process, a minimum time of about two months is needed. The next step 
is dedicated to negotiating the details of the grant agreement for the proposals 
that are suggested for funding. This is quite time consuming for proposals 
which involve on average seven participants from at least three different 
Member States.   The last step is the decision phase, which starts with a 
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proposal from the Commission services, is followed by an opinion from the 
relevant programme committee and ends with a Commission decision.   
 
 
 
The above cited figure represents the FP7 time to grant calculated over all FP7 
grant agreements signed from the launch of FP7 in 2007 until 17 January 
2012.   
 
During 2011, in the framework of the Annual Management Plan 2011 targets 
were set out and substantial efforts were undertaken by the Commission 
aiming at reducing the time to grant by simplifying and streamlining internal 
procedures.  
 
The result of these efforts already paid off by reducing the time to grant for 
grant agreements signed in 2011 down to 311 calendar days, i.e., 27 days 
shorter than the overall FP7 figure.  
 
 
The Commission is constantly monitoring this issue and will continue to 
further reduce the time to Grant in 2012. 
 
In the preparation of the next Framework Program, Horizon 2020, special 
attention has been paid to simplify procedures in order to further reduce 
significantly the time to grant.  
 
As a general remark regarding reduced time to contract, the Commission 
would like to underline the importance of the full commitment and 
uninterrupted collaboration by the beneficiaries (e.g. timely submission of all 
the information required for the signature of the grant agreement). Moreover, 
it should be recalled that any actions aiming at reducing the time to grant 
should be carefully decided and implemented only if they are not to the 
detriment of the quality of the expected research outcome. 
 
Time to pay 
 
Substantial progress has been made in time to pay from 2007 onwards. At the 
end of 2011, almost 90% of payments are made on time. 
 
The timelines of the payment's issue is permanently among the priorities of the 
Commission. To that end, the Commission has taken different types of actions 
and made continuous efforts to reduce the payment delays, e.g.:  
 

 appropriate trainings for the staff, 
 improvement of the IT systems for the management of the grants 
 more efficient and effective communication between the Commission 

and the consortia (e.g. Participant Portal) and  
 regular monitoring of the open claims by each DG 
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7. According to the ECA annual activity the main sources of errors in the 
policy group ''Research and Other Internal Policies'', for a third 
consecutive year, remain the incorrect calculation of personnel and 
indirect costs. What types of measures are considered by the Commission 
in order to improve the current situation? 

 
In general terms, to improve the situation the Commission will, building on 
the experience for implementing FP7, reinforce its ongoing efforts giving 
guidance to the participants and certifying auditors to prevent errors occurring. 
In particular, in 2012, the Commission will be carrying out various activities 
to raise awareness on the most current errors and to ensure a better 
understanding of financing rules by beneficiaries and certifying auditors which 
should reduce the level of error. 
 
More specifically, as regards personnel costs, two of the three short term 
simplification measures adopted on 24 January 2011 (Decision (C(2011) 174) 
should improve the situation. The first measure allows the broader use of 
average personnel costs when charging direct personnel costs to FP7 grants. 
The second measure has introduced a flat rate reimbursement of the costs for 
SME owner-managers without a salary, through a method based on the scale-
of-unit cost system used for the Marie Curie fellowships. These measures 
should start to have an effect as of 2011 onwards. 
 
As regards indirect costs, the proposal for Horizon 2020 includes a major 
simplification with just one single flat rate. This should significantly reduce 
the errors identified in this cost category. 
 
 

8. The Commission stated in point 6.51 of the 2010 ECA report that it is 
working on a certain number of improvements to its processes, both for 
FP7 and also for the future Common Strategic Framework for EU 
Research and Innovation funding. Could you give us more clarity on the 
status of these reforms? 

In order to improve its processes the Commission is putting efforts in 
developing anti-fraud strategies in the different services and redefining ex ante 
controls. In particular training is being provided to financial and project 
officers in order to raise their awareness and help them to identify risky 
transactions or beneficiaries.  
 
Moreover, to improve the situation the Commission will, building on the 
experience for implementing FP7, reinforce its ongoing efforts to give 
guidance to the participants and certifying auditors to prevent errors occurring. 
In particular, in 2012 the Commission will be carrying out training seminars to 
be held in Member States  to raise awareness on the most current errors and to 
ensure a better understanding of financing rules by beneficiaries – in particular 
those expected to surpass the threshold for the submission of certificates - and 
their certifying auditors. This is expected to reduce the level of error. 
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In parallel, the efforts to deliver improved and timely guidance to the 
participants and to further develop the tools and services are part of the 
simplification process for FP7 and Horizon 2020.  
 
Furthermore, since the beginning of 2012 the Commission services are 
working with a single representative audit sample covering all research DGs 
and executive agencies. This will considerably impact in reducing the audit 
burden of participants as they will not be subject to several audits carried out 
by different Commission services. 
 
As regards improvements under the future common strategic framework for 
research and innovation Horizon 2020, please see question 11. 
 

9. According to Annex 6.1 on the results of transaction testing for research 
and other internal policies there is an important decrease in the 
proportion of transactions tested found to be free of error (61% in 2010 
compared to 72% in 2009). How could you explain this decrease? What 
type of measures should be implemented, in your opinion, in order to 
improve this rate? 

It is generally recognised that pre-financing payments are much more likely to 
be error-free than interim and final payments. 
 
In 2009, 39% of the Court's sample comprised pre-financing payments, and 
61% interim and final payments. In 2010, only 21% of the sample was pre-
financing, with 79% of interim and final payments. The increase in the interim 
and final payments audited has inevitably led to an increase in the number of 
error identified.  
 
For this reason, no conclusion can be drawn from these figures about the 
effectiveness of the control system and trends regarding the error rate. 
 

10. According to Annex 6.1 related to the transaction testing of the policy 
group ''Research and Other Internal Policies'' 97% of the quantifiable 
errors were related to eligibility. Does the Commission consider any 
further steps for simplifying the rules in order to reduce this rate?  

 
As regards further steps for simplifying the rules in order to reduce the error 
rate, a distinction needs to be made between FP7 and Horizon 2020, the 
Framework Programme for Research and Innovation (2014-2020). 
 
As regards FP7, following consultation on the Commission's Communication 
on simplification of April 2010, stakeholders have called for stability and legal 
certainty in the rules for FP7. For this reason, major changes to the legal 
framework relating to simplification are proposed in Horizon 2020 (see reply 
to question 11).  
 
However, as referred to under question 5 important simplification measures 
relating to FP7 have been adopted by the Commission on 24 January 2011 
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(Decision (C(2011) 174). These measures are expected to have a positive 
impact on the error rate for costs claimed in 2011 onwards.  
 
Moreover, to improve the situation the Commission will, building on the 
experience for implementing FP7, reinforce its ongoing efforts to give 
guidance to the participants and certifying auditors to prevent errors occurring. 
In particular, in 2012, the Commission will be carrying out various activities 
to raise awareness on the most current errors and to ensure a better 
understanding of financing rules by beneficiaries and certifying auditors, 
which should reduce the level of error. 

 

11. In the 2010 Annual Report, the Court found a high level and frequency of 
errors in FP6 and FP7 interim and final payments, the main type of 
quantifiable errors being the eligibility error. Sharing the view of the 
Court that the complexity of the rules is a major source of errors related 
to the eligibility of costs claims, the Commission introduced three 
measures to simplify the implementation of the FP. Has this simplification 
led to a reduction of error rate in 2011? What further simplification 
measures does the Commission envisage for the next Framework 
Programme after 2013? 

The effect of the three short term simplification measures adopted on 24 
January 2011 (Decision (C(2011) 174) will only be apparent after an analysis 
of the results of ex post audits covering 2011 onwards 
 
As regards simplification in Horizon 2020, the overall ambition is to reduce 
the administrative burden for beneficiaries and complexity, which should lead 
to a lower trend to error. 
 
The funding model for the Horizon 2020 proposal, the Commission 
Framework Programme for Research and Innovation (2014-2020), has been 
subject to an in-depth consultation of stakeholders and an impact assessment. 
As a result, an improved and simplified system for the reimbursement of 
actual costs has been retained as the main funding model. 
 
The major elements of simplification contained in the Horizon 2020 proposals 
are the following:  
 
A single set of rules:  
 
 All research and innovation related funding instruments (EIT, CIP, FP) are 

integrated into the Horizon 2020 Framework Programme and its Specific 
Programme. 

 
 One set of participation rules which shall apply to all components of 

Horizon 2020 including activities under Articles 185 and Articles 187 
TFEU, with deviations only possible where justified by specific needs. 

 
Simpler funding rules : 

 



 12

 One project – one funding rate: One single reimbursement rate for all 
participants instead of the three different rates in FP7. Maximum of 100% 
of direct costs (except for actions close to market, where a 70% maximum 
will apply).  
 

 One single flat rate of 20 % covering indirect costs, instead of the four 
methods in FP7 to calculate indirect costs removing a major source of 
errors and complexity. 

 
 Simplified reimbursement of real direct costs, with a broader acceptance of 

beneficiaries’ usual accounting practices. 
 
 Possibility of using unit personnel costs for SME owners without a salary 

as well as on the basis of average personnel costs. 
 

  Simplification of time-recording by providing clear and simple set of 
minimum conditions, in particular abolition of time-recording obligations 
for staff working exclusively on EU projects; 
 

 Continuation of the system of unit costs and flat rates for mobility and 
training actions (Marie Curie). 
 

 Output-based funding with lump sums for whole projects in specific areas. 
 
 

Revised control strategy with new balance between trust and control 
 
 Reduction of audit burden on participants through an ex-post control 

strategy with emphasis on risk-based control and fraud detection, a single 
audit concept and reduction of limitation period for audits  
 

 Extension of guarantee fund to all actions in Horizon 2020.  
 

 Further  reduction of ex-ante financial capacity checks (only coordinators) 
 

 Further reduction of number of audit certificates through only one 
certificate by the end of the project  
 

 Periodic reporting – to be decided as part of the revision of the Financial 
Regulation 

 
 

Other issues 
 

 Single user-friendly IT platform for all actions under Horizon 2020 
 

 Streamlining, harmonization and acceleration of all processes linked to 
programme and project implementation 
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 New approach to comitology 
 

 Improved guidance documents and user support (e.g. NCPs, EEN) 
 

 Further externalization 
 

 Goal: reduction of average time-to-grant by 100 days 
 

 
Simplification under the revised Financial Regulation  
 
To be noted that the points mentioned below are still under discussion in the 
Council and the European Parliament. 
 
 No more obligation related to  interest on pre-financing 

 
 Non-recoverable VAT becomes eligible cost notably for public bodies 

active in the field of research and innovation. 
 

 Extension of audit findings to non-audited grants for errors with material 
impact. 

 
 
 

12. Having certified the Commission's ex-post audit strategy as effective, the 
Court, however, found many weaknesses in the ex-ante desk checks and 
the ex-ante audit certification of costs. What have been the results of 
Commission's strategy to ensure that certifying auditors fully understand 
all requirements and provisions of grants? What measures does the 
Commission envisage for the next funding period taking into account the 
disappointing experience with ex-ante certification of costs 
methodologies?  

In order to improve its processes the Commission is putting its efforts in 
developing anti-fraud strategies in the different services and refining ex ante 
controls. In particular training is being provided to financial and project 
officers in order to raise their awareness and help them to identify risky 
transactions or beneficiaries.  
 
Moreover, the Commission will, building on the experience for implementing 
FP7, reinforce its ongoing efforts to give guidance to the participants and 
certifying auditors to prevent errors occurring. In particular, in 2012, the 
Commission will be carrying out various activities to raise awareness on the 
most current errors and to ensure a better understanding of financing rules by 
beneficiaries and certifying auditors, which should reduce the level of error. 
 
The Commission recognised that the acceptability criteria for receiving 
certification of the costing methodologies under FP7 are too stringent for most 
beneficiaries. As a consequence, substantial simplification was introduced by 
the Commission to facilitate the use of average personnel costs within the 
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overall existing legal framework. This took place via the Commission 
Decision (2011)174 of 24/01/2011. 
 
The disappointing experience with ex-ante certification of cost methodologies 
was taken into account in the preparation of the rules for the next funding 
period. The obligation for a certification of methodology has been abandoned, 
and replaced by a voluntary option for beneficiaries that apply a "scale of 
units" and who wish to have additional assurance about their methodology. 
 
Overall, since eligibility criteria will become simpler, beneficiaries should 
make fewer errors and the certification of cost statements will also be simpler.  

 

13. The Court found that Commission's calculation of the residual error rate 
is not reliable. The Commission does not share Court's view in this 
respect. What further assurances can the Commission provide to satisfy 
the discharge authority regarding the reliability of the residual error 
calculation by the Commission?  

In order to properly support the Declarations of Assurance by their Directors 
General and Executive Directors, the Commission services managing 
Research funds have established a common formula for calculating the 
representative and residual error rates.  
 
The methodology has been revised, and divergences identified in 
implementation are now being addressed. These improvements should ensure 
a harmonised approach for analysing and reporting the FP7 control results.   
 
The residual error rate is not the only control indicator supporting the 
Declaration of Assurance, although it is one of the most important for this 
purpose. The Commission's residual error rate is reliable. It is based on several 
figures that stem from the control system in place - mainly the audit strategy - 
and the results of extrapolation. In a multiannual perspective, the control 
system in place therefore ensures that the residual error rate is reliable. 
 
Finally, in response to the observations made by the Court, the Commission 
has revised its Standing Instructions and guidance for the preparation of the 
Annual Activity Report to ensure consistency in the concepts used and the 
calculation of the residual error rates, not only for Research but across all 
policy areas.  
 
 

14. In the DG RTD's Annual Activity Report 2010 it is indicated that the 
error rate for the FP7 would probably exceed the materiality threshold of 
2%, so far based on the results of completed audits which showed the 
error rate between 4% and 5%. What further measures to those adopted 
on 24 January 2011 does the Commission envisage to lower the error 
rates in the future?  
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As regards the adoption of further measures to lower the error rate, a 
distinction needs to be made between FP7 and Horizon 2020, the Framework 
Programme for Research and Innovation (2014-2020). 
 
As regards FP7, following consultation on the Commission Communication 
on simplification of April 2010 stakeholders have called for stability and legal 
certainty in the rules for FP7. For this reason, major changes to the legal 
framework relating to simplification are proposed in Horizon 2020 (see reply 
to question 11).  
 
However, as referred to under question 5 important simplification measures 
relating to FP7 have been adopted by the Commission on 24 January 2011 
(Decision (C(2011) 174). These measures are expected to have a positive 
impact on the error rate for costs claimed in 2011 onwards.  
 
Moreover, to improve the situation the Commission will, building on the 
experience for implementing FP7, reinforce its ongoing efforts to give 
guidance to the participants and certifying auditors to prevent errors occurring. 
In particular, in 2012, the Commission will be carrying out various activities 
to raise awareness on the most current errors and to ensure a better 
understanding of financing rules by beneficiaries and certifying auditors, 
which should reduce the level of error. 
 
In addition, in order to improve its processes the Commission is putting efforts 
in developing anti-fraud strategies in the different services and refining ex ante 
controls. In particular training is being provided to financial and project 
officers in order to raise their awareness and help them to identify risky 
transactions or beneficiaries.  

 

15. Pointing to the absence of a specific tolerable risk of error for research 
and innovation, the DG RTD warns of putting the reputation of EU's 
research and innovation policy at risk by overburdening the research 
community with further controls. What measures can the Commission 
propose for the next funding period in order to reconcile the two 
objectives of a) making the EU the most attractive place for research, 
science and innovation in the world and b) putting in place an effective 
and simplified control system?  

 
Horizon 2020 must attract the most excellent researchers and innovative 
enterprises. This requires further simplification of rules and procedures for 
participants to reduce their administrative burden and costs, and to decrease 
the financial error rate. In this context Horizon 2020 also builds on features 
called for by the European Parliament in its resolution of 11 November 2010 
on simplification (Carvalho report). As an example, the Parliament considers 
that "the current system and the practice of FP7 management are excessively 
control-oriented, thus leading to waste of resources, lower participation and 
less attractive research landscapes".   
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The Commission has proposed with Horizon 2020 a simplified funding system 
that should lead to a lower error rate, while ensuring an attractive programme 
for researchers in Europe.  
 
The major elements of simplification contained in the Horizon 2020 proposals 
are described in the reply to question 11. 
 

 
These proposals are now to be discussed in an inter-institutional setting. The 
Commission will be particularly vigilant that simplification measures remain a 
priority during the legislative process and subsequent implementation of the 
programmes concerned, so that the benefits of simplification accrue ultimately 
to beneficiaries. In particular, it will be crucial to maintain the balance 
between trust and control achieved in the Commission's proposals to avoid 
increasing the risk of non-compliance. 

 

16. One of the main risks of irregularity identified by the Court was the 
inclusion of ineligible costs by the beneficiaries such as VAT. In its non-
paper on VAT in the context of the revision of the Financial Regulation, 
the Commission agrees that eligibility of VAT for universities and 
research institutions would have a positive effect in terms of increase of 
funding and alleviation of the administrative burden. Does the 
Commissioner envisage to take any specific actions or to make any 
recommendations in order to tackle the issue of VAT eligibility in the 
field of Research, Innovation and Science?  

Indeed the fact that VAT, either recoverable or not, is an ineligible cost in FP7 
has been a recurrent source of financial errors. Often this rule has obliged 
beneficiaries that cannot recover VAT to keep parallel accounting systems so 
as to identify and remove VAT from the costs to be charged to EU research 
projects. This situation is understandably error-prone and imposes an 
additional administrative burden on the beneficiaries.  
  
For this reason, the Commission proposal for Horizon 2020 does not include a 
specific reference to the eligibility/non-eligibility of the VAT. Consequently, 
the provision on the eligibility of VAT which will be adopted by the 
Parliament and the Council within the revision of the Financial Regulation 
will apply directly also to the research programmes. Currently, the proposal of 
the Commission in the new Financial Regulation is that non-deductible  VAT 
can be considered as an eligible cost notably including for public bodies active 
in the field of research and innovation, and, in view of the current state of the 
inter institutional debate, the Commission thinks we can expect a positive 
outcome.  
 

 


