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2012 Discharge to the Commission

WRITTEN QUESTIONS TO COMMISSIONER
GEOGHEGAN-QUINN

Hearing on 5 December 2013

Error rate

1. For the financial year of 2012 the Court of Auditors found that 73 (49%) out of
150 tested transactions were affected by errors. The main sources of error
remain in the inclusion of ineligible costs in research FPs project cost
statements and the use of incorrect methodologies by FP beneficiaries for
calculation of personnel and indirect costs.

Could Commissioner Geoghegan-Quinn give an overview and explanation of
the control measures taken in 2011-2012 to diminish the errors in the inclusion
of ineligible costs in research?

Commission's answer:

The complexity of rules has been identified as the main issue leading to mistakes.
However, it is no longer possible to modify the legal framework for FP7. The
Commission has therefore been concentrating on providing additional guidance to
participants and their auditors, and on continuing, and where necessary refining, its
current control procedures.

Additional guidance has been provided in a communication campaign, based around a
document setting out the 10 most common error identified in participants’ cost claims.
24 events have been organised, attended by 3100 participants.

640 audits were closed by the Directorate General for Research and Innovation in
2011 and 2012, covering a total of €521m of expenditure. Other services involved in
research also carry out a range of audits. Wherever ineligible expenditure is identified
this is subject to recovery action.

2. The estimated error rate has increased from 3% in 2011 to 3.9% in 2012. How
much of this increase can be attributed to the change in the ECA's
methodologies?

Commission's answer:

The Commission refers to the observations in paragraphs 1.15, 8.13and 8.15 of the
Court’s report:

“This change in approach is the principal identifiable reason for the increase in the
estimated error rate for […] chapter 8 (‘Research and other internal policies’).

“The estimated error rate … is higher than … for 2011. This difference should be
interpreted in the light of the development of the Court’s sampling approach”

“Clearing of advances – a new element in the sample for 2012 …- contributed 2.1
percentage points of the overall error for the specific assessment”.
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3. Ineligible costs in research projects are a major source of error. How can the
Commission ensure that this problem is tackled and that beneficiaries are
supported and provided with more information about the process so that
mistakes with ineligible costs are reduced?

Commission's answer:

In 2012 and 2013 the Commission has carried out a Communication campaign
targeting participants and their auditors, based on a document setting out the 10 most
common errors that was sent to all participants. It has also provided advice, often
through National Contact Points, relating to specific queries from participants. 24
events have been organised attended by 3100 participants (of who 10% of  auditors).
The complexity of the rules has been identified as one issue that leads to mistakes.
The errors that have been identified in FP7 were used to simplify and improve the
Horizon 2020 proposal.

4. Trotz der Bescheinigung der Kostenaufstellung durch den Zentralen
Finanzdienst konnten stellte der Hof bei Kostenaufstellungen weiterhin eine
erhebliche Fehlerquote fest. Welche Maßnahmen ergreift die Kommission?

Commission's answer:

(It is assumed that “Zentralen Finanzdienst” in fact refers to the CFS auditors).

The Commission shares the concerns of the Court. However, it has identified that
audit certificates lead, on average, to a 50% reduction in the error rate, so
demonstrating that these certificates have considerable effectiveness.

The Commission has targeted the participants’ auditors in the Communication
campaign (see reply to question 3). In addition it now informs formally the certifying
auditors, as well as the participant, when its own audits find ineligible expenditure
that should have been identified by the participants’ auditors. In this way the quality
of audit certificates should be improved.

The simplification introduced in Horizon 2020 will also help the auditors to improve
the quality of their work, aided by a more didactic audit programme.

5. In 2011 the DG Research and Innovation focused on raising awareness among
beneficiaries and certifying auditors on the errors and for ensuring a better
understanding of the financial rules.

Could the Commissioner explain how the DG focused on awareness raising and
are there any measures taken against these beneficiaries and certifying auditors
that used the money of the EU funds incorrectly? If so, what kind of measures
did the Commission take?

Commission's answer:
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See the answer to questions 3 and 4.

6. SMEs seem to be more error prone than others. How does the Commission
intend to remedy the situation?

Commission's answer:

See question 17

Supervisory and Control systems

7. Does the Commission consider that the introduction of beneficiaries' risk
profile, based on the ex-post checks, will contribute to the better targeting and
the higher efficiency of the ex-ante checks, thus unloading the scientists from
administrative burden, related to overlapping audits during the project lifespan?

Commission's answer:

In its reply to the ECAs special report “Has the Commission ensured efficient
implementation of the seventh Framework Programme for research”, the Commission
accepted that it needed to make its controls more risk driven. The results of ex post
audit results should certainly be fed back to better target ex ante controls. This will be
an important part of the future audit and control strategy.

The Commission considers that its Common Representative Audit Sample, introduced
in 2012, already dramatically reduced overlapping audits, and allowed audits to be
targeted on higher risk beneficiaries.

Furthermore, for Horizon 2020, the Commission has announced its intention to limit
the number of audits to7% of the participants of the programme.

8. Nachdem der Hof 2011 erhebliche Schwächen in den Überwachungs- und
Kontroll-systemen bei den IKT-Politikbereichen (Informations- und
Kommunikations-technologien) festgestellte, hat die Kommission 2012
begonnen eine spezielle Prüfstrategie für Nichtforschungsprojekte umzusetzen:

a. Welche Zuwendungsempfänger haben ein hohes Risikoprofil?

b. Welche Zuwendungsempfänger wurden 2012 überprüft und mit
welchem Ergebnis?

c. Welche Zuwendungsempfänger werden im kommenden Jahr
überprüft?

Commission's answer:
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DG CONNECT manages, besides projects in FP6 and FP7, smaller actions and
programmes which, in 2012, represented 11% of the total payments. The most
important programme in terms of funding during 2012 was CIP-ICT Policy
representing 8,6% of the total operational spending.

The beneficiaries selected to be audited may be decided on the basis of a risk
assessment, upon specific request from the operational services and on any other
relevant information indicating that the beneficiaries may have received ineligible
funding.

In order to ensure audit coverage of this part of the budget, DG CONNECT has
adopted a dedicated Audit Strategy on Non-Research programmes. The latter foresees
the initiation of 35 audits per year in the time frame 2012-2017 (aiming at a total of
215 audits). The first audits in conformity with the strategy have been launched in
2012 in order to provide the necessary input for the AAR 2013. The procedures
concerning 19 of these audits have been finalised.

DG CONNECT will carry on with the audit campaign fully implementing the single
Audit Strategy on Non-Research programmes as foreseen.

The beneficiaries presenting a high risk profile will be selected based on the sources
mentioned in the answer to sub-question 8 (a).

As in any case in which funding could not been justified as an eligible cost, the
European Commission takes steps to recover ineligible funding from beneficiaries
and, if necessary, to terminate their participation in related projects.

9. During the discharge 2011 the Commissioner stated that it cannot control ex-
post every declaration from its 20.000 beneficiaries. Nor can it demand large
amounts of information from every one of these beneficiaries before contracts
are granted or payments made. This would increase the costs of control for the
Commission too much, and greatly increase the administrative burden on
participants, thus adversely affecting the attractiveness of the programme.

The Court also mentioned in the report of the financial year 2012 other reasons
for errors: lack of supporting documents for declared costs, errors in time
recording and non-compliance with rules on sub-contracting. Is the
Commissioner of the opinion that the control system should be revised, to
become more efficient and effective, without increasing the control costs and
decrease the errors? Could the Commissioner provide an overview of new ways
of efficient control mechanisms? If not, would the Commissioner consider
exploring new ways to strengthen the control system?

Commission's answer:

The control system should certainly be kept continuously under review to make it
more efficient and effective, though without increasing control costs and
administrative burden. Refer to questions 3 and 7 for the steps currently being
undertaken. However, the key is simplifying the rules, not adding additional controls.
This has been done in Horizon 2020.

Some of the errors identified by the Court were caused by rules that lacked the
flexibility to allow participants to take sensible decisions in the interest of research.
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For example, a participant who, following the resignation of an employee, sub-
contracted a part of the work without asking for an amendment to the contract. This
expenditure is therefore ineligible, although it was necessary to complete the research.
The answer to such a case is not to increase controls, but to adjust the rules to make
them more appropriate to a challenging and fast-moving research environment, which
will provide a better support to science and lower errors.

Another method that will be increasingly used by the Commission in future will be to
improve the targeting of controls. This would allow the total number of controls to be
reduced, but to target them on higher risk transactions.

10. The Commission has stated that reaching a 2% error rate is almost impossible
because systematic errors are just part of the process and the cost of additional
controls would be disproportionate to the potential benefit. Because of this, can
the Commissioner give details of how the Commission intends to make progress
in removing errors, rather than correcting them?

Commission's answer:

The Annual Activity Report of the Directorate-General for Research and Innovation
(page 60) states that it is not expected that the 2% materiality level will be attained
“Taking into account the FP6 experience, and the need to balance legality and
regularity with other objectives such as the attractiveness and the success of EU
research policy, international competitiveness, scientific excellence, the wish to
encourage participation of SMEs and the cost of controls”.
As regards Horizon 2020, the Financial Statement accompanying the proposal
estimated, based on an analysis of identified errors, that the error rate could be
expected to fall from around 5% identified by the Commission today to around 3.5%
on an annual basis (and less after corrections and recoveries have been implemented).

This would be based on removing errors in indirect costs (through a flat rate), more
flexibility in some areas to better support research (see question 9), broader
acceptance of usual accounting practices of participants, clearer and simpler rules on
time recording and productive hours, reimbursement on the basis of unit costs, etc.

11. In his annual activity report the director general for Research and Innovation
says: "Among beneficiaries and the legislative authorities, the feeling has been
strong that the control burden has become excessive." At the same time the
director general is of the opinion that "Aiming to achieve a residual error rate of
2% at all costs is not a viable approach". Where does the Commission see the
balance between supporting research and financial accountability?

Commission's answer:

Firstly, the Commission would like to refer to the Carvalho report, voted in the EP in
November 2010 which noted the Parliament’s

“Concern that the current system and the practice of FP7 management are excessively
control-oriented, thus leading to a waste of resources, lower participation and less
attractive research landscapes”.
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Taking into account these considerations, the Commission’s views on errors and the
trust and control balance were set out in the Financial Statement accompanying the
Horizon 2020 proposal. This stated that the current FP7 detected error rate was around
5% on an annual basis, and that the simplifications proposed in Horizon 2020 would
reduce the annual rate to around 3.5%, and to a lower residual error rate once the
effect of corrections and recoveries had been taken into account. This is good
summary of where the Commission sees the balance between supporting research and
financial accountability.

Simplification

12. What is the impact of the broader application of standardized reimbursement
practices, such as the flat rates on direct and indirect costs and the average
personnel costs, on the error rate of FP7? How this simplification process
corresponds to ensuring the right balance between less administrative burden
and effective financial control?

Commission's answer:

The European Parliament discharge resolution of 17 April 2013 1 asked the European
Commission to provide a report:

- Assessing the impact of the simplification measures introduced in 2011;

- Assessing the improvements announced by the Commission in respect of the ex-
ante control and the ex-post audit strategies and of the improvement in the guidance
on the most common errors given to participants in the Seventh Framework Research
Programme and to auditors;

- Explaining whether the measures taken to reduce the audit burden, generated by the
fact that seven Authorising Officers by Delegation are responsible for the Research
budget, have been effective and, if not, propose other solutions.

This report (attached for ease of reference) sets out the effects of the simplification
actions taken in recent years. These simplifications clearly help in balancing
administrative burden and control, and can remove the sources of error.

13. Die wichtigsten Förderinstrumente in diesem Themenkreis sind die
Forschungsrahmenprogramme (RP) mit einer Mittelausstattung von EUR 7 957
Millionen bzw. 68 % der operativen Ausgaben und das Programm für
lebenslanges Lernen mit einer Mittelausstattung von EUR 1 529 Millionen Euro
bzw. 13 % der operativen Ausgaben.

Kann die Kommission eine Zusammenfassung der wichtigsten
Vereinfachungsmaßnahmen erstellen, die ab 2011 eingeführt wurden?

Commission's answer:

For research see question 12.

1 See points (y) (z) (aa) of the "Priority actions for the Commission".
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The Commission has continued streamlining and harmonising the procedures and
processes that it introduced with the launch of the Lifelong Learning Programme.
Concrete further measures introduced since 2011 include: widening the use of lump
sums and flat rate financing to further types of actions; extending the use of on-line
submission and remote evaluation of applications; review of the desk control strategy
for centralised actions simplifying the administrative burden of beneficiaries;
improvement of on-line reporting for the National Agencies and pilot to extend online
submission to other areas.

In addition to the simplification measures introduced under the current programme,
based on the satisfactory results, further simplification measures will be introduced
with the new programme Erasmus+ for reducing the administrative workload and
related costs for programme participants, decreasing the costs of monitoring and
control for the managing bodies, and increasing the quality of data gathered. These
measures will also contribute to reducing the error rate, and include among other
things:

- A single programme (merger of seven existing programmes) with a streamlined,
clearer architecture based on three key actions (mobility, cooperation for innovation
and exchange of good practices, support for policy reform)

- A more user-friendly and transparent management, with simplified rules, in
particular through extensive use of lump sum grants and more targeted reporting
requirements

- Streamlined policy support activities allowing for more targeted calls and increased
sustainability of EU support

- Improved procedures: with regard to National Agencies, online applications with
prefilled parts to reduce the workload for all parties, on-line assessment of
applications and reports, revised application process to reduce the number of
applications, etc.

Corrections and recoveries

14. Im Jahr 2012 hat die Kommission EUR 120 Millionen unrechtmäßiger
Ausgaben wieder eingezogen:

a. Wer hat die Fehler verursacht (i.e. nicht-förderfähige Kosten,
Personal- und indirekte Kosten)?

b. Wie wurden die Fehler aufgedeckt?

c. Welche Maßnahmen wurden ergriffen, damit sich diese Fehler
nicht wiederholen?

d. Gibt es Kategorien von Empfängern, die weniger sorgfältig mit
EU-Mitteln umgehen als andere?

Commission's answer:

An analysis of audit results is carried out each year, revealing that:
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- in relation to the FP7 representative error rate, the error identified are 41% in the
personnel costs, 27,3% in other direct costs and 31,7% in indirect costs;

- most errors are detected through ex-post audits. Ex-post audit reports are subject to
recovery of undue amounts, including extrapolation of audit results to unaudited
projects if appropriate;

- various steps have been taken to try to reduce common errors, see the answer to
question 3;

- errors are identified across the full range of participants (public and private,
universities and research institutions, SMEs, industry, new and recurrent participants,
etc). However, it has been identified that the error rate for SMEs is more than twice
that of the rest of the population, while the error rate for new participants is nearly
three times as high as the rest of the population. This result, not unexpected,
underlines the inherent risk of dealing with new participants and SMEs, whilst
knowing that their participation is essential to innovation and effective research
landscapes in Europe.

15. Wenn systematische Fehler ermittelt werden, nimmt die Kommission
hochgerechnete Korrekturen vor. Zum Forschungsrahmenprogramm 6 stehen 1
506 von insgesamt 7 101 hochgerechneten Korrekturen noch aus; 1 336 davon
betreffen im Jahr 2011 oder früher abgeschlossene Prüfungen. Wie erklärt die
Kommission die Situation?

Commission's answer:

The implementation of extrapolation cases is long and complex, for the participant
and the Commission. Often, each participation has to be examined individually. Other
problems arise from a lack of cooperation from participants.

However, the current rate of implementation for FP6 extrapolations is much improved
at 83.7%, with 825 participations remaining to be implemented from 2011 or before.

Horizon 2020

16. The ECA referred to the complexity of the rules for calculating eligible costs as
a reason for the increased error rate. How does the Commissioner envisage the
impact of the simplification measures for Horizon 2020 in reducing the error
rate?

Commission's answer:

See questions 10 and 11

17. The Commission's target to get SME involvement up to 20% in H2020 risks
leading to a higher rate of errors because most errors are down to the
inexperience of SMEs as they initially become involved in research funding.
Can the Commission comment on whether or not steps are being taken to reduce
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the likelihood of error as much as possible? Will information be available to
SMEs, as potential project partners looking to become involved in research
funding?

Commission's answer:

Based on a Commission proposal of a 15% target for SME involvement, the
legislative authority decided on a target of 20% involvement for the priorities
Industrial Leadership and Societal Challenges. The Commission fully supports the
increased emphasis on SMEs decided by the legislative authority, but it does
underline that a higher rate of error can be expected.

The Annual Activity Report of the Directorate-General for Research and Innovation
for 2012 (page 48) noted that the error rate for SMEs is more than twice the error rate
of other participants. The error rate for new participants is nearly three times as high
as for recurrent participants. In many ways this is not a surprising finding, as SMEs
tend to have less administrative capacity and less formal structures.

The Commission has addressed the issue by further simplifying the rules (in Horizon
2020) and will increase guidance to SMEs. However, there is a higher inherent risk of
providing grants to SMEs, and reducing the error rate to the “normal” rate would
require a major increase in administrative burden for these SMEs, which is the
opposite of what is desirable.

18. What effect can the Key Performance Indicators and impact assessments built
into Horizon 2020, plus the additional evaluations towards the end of the
funding period, have on the error rates?

Commission's answer:

The Key Performance Indicators, impact assessments and evaluations are unlikely to
have any effect on the detected error rates identified. Rather they are expected to
improve the monitoring of the achievement of policy objectives. The different work
that goes on during the programme, such as audits, reports, contacts with
stakeholders, etc…can however be used to identify problem areas which can then be
addressed.

However, it is expected that the residual error rate and the efficiency and cost-
effectiveness indicators will gain importance for demonstrating that the management
of the programme has to balance legality & regularity objectives with sound financial
management considerations – including the achievement of the research policy
objectives.

19. What is the single most important thing which can ensure the success of
Horizon 2020 and European research and innovation and its contribution to
improving the European economy?

Commission's answer:

The keys to the success of Horizon 2020 are tangible outputs having real impacts on
growth and jobs and on the resolution of societal challenges.
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Innovation

20. Could the Commission report on the new headline innovation indicator for the
Europe 2020 strategy?

Commission's answer:

The Commission adopted on 13 September 2013 the new innovation indicator
(http://ec.europa.eu/research/press/2013/pdf/indicator_of_innovation_output.pdf).

The indicator measures the extent to which ideas stemming from innovative sectors
are capable of reaching the market, providing better jobs and making Europe more
competitive. The indicator will support policy makers in creating an innovation-
friendly environment. It shows that significant differences remain between EU
countries. The EU as a whole performs well in output in an international comparison,
even though it remains behind some of the most innovative economies worldwide.
The proposed indicator will be regularly updated and its 2012 version will be
published early in 2014. Further methodological work will follow in order to refine
the indicator and bring it to its full potential.

Funding and synergies

21. The FP7 and Horizon 2020 are unique instruments which are envisaged to
create bridges between scientists and research organizations from different parts
of Europe and the world in order to foster the added value of their work.
However, a certain competitive environment should be ensured in order to
enhance the research excellence. In this regard, what are the measures that the
Commission has introduced to prevent the duplication both in terms of funding
of the same research idea persuaded unintentionally by different beneficiaries,
on the one hand and in terms of funding one beneficiary for the same endeavour
from different EU mechanisms, on the other hand? Please elaborate on the
Commission approach to guarantee that no forms of plagiarism and intentional
violation of intellectual property rights would be supported through the research
initiatives funded by the EU? What is the amount of funding within the FP7 that
has been affected by such circumstances? And what part of it has been restored?

Commission's answer:

The Commission has carried out exercises to identify the risk of double funding of the
same project. In individual audits, auditors may examine the receipts and funding
streams of the participants to see if there is risk of a project, or individual staff or
pieces of equipment, being double funded. There are also upstream controls, for
example joint calls between services in certain risky areas, participation in the
selection process of other bodies, consultation of the Member States for international
projects, etc. For Horizon 2020 special efforts were made to try to establish rules that
would ensure that double funding with the Structural Funds would be impossible,

The Commission is also examining scientific reports received for plagiarism, both
within the research services and, in case of identified risk, across the internet. During
the work for its special report the European Court of Auditors examined the efforts in
this field of the Commission and the Member States and concluded that:
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“The Commission services are currently ahead of the national funding agencies as
regards the plagiarism tests.”

In addition, the Commission is establishing operational contacts with the European
network of Integrity Officers in order to facilitate cooperation and promotion, where
appropriate, of common approaches to examine and adjudicate misconduct cases.
Furthermore, a specific call to address issues of ethics and research integrity will be
launched in 2014.

To date little confirmed plagiarism or double funding has been identified.

Grant conditions require participants to protect their Intellectual Property, this is
generally considered to be the best defence, the Commission does not carry out
specific controls in the research field.

22. The effective implementation of the EU programmes for research and
innovation with a view of the results achieved, goes hand in hand with ensuring
more synergies with the Structural Funds both up-stream (project preparation,
capacity building) and down-stream (full-scale demonstration, market
realization). What measures has the Commission undertaken in order to
guarantee that such synergies will be deployed by the Member States in their
national operational programmes?

Commission's answer:

The Commission services responsible for Research and Innovation and Cohesion
policies have worked closely to develop the legislative proposals that would govern
the two regulatory frameworks for action. Thus, in the new Cohesion policy, Research
and Innovation has been earmarked as one of the most important of the 11 Thematic
Objectives that the Member States have to implement, exclusively under the new
Partnership Agreements and the Operational Programmes.

Two particular provisions will play a key role in ensuring synergies between the two
programmes

(a) The Smart Specialisation ex-ante conditionality with regard to Research and
Innovation investments under the ESIF (European Structural and Investment Funds)
and

(b) the rule of Thematic Concentration whereby the Developed and the Transition
Regions will have to spend between 60-80% of their total ERDF allocation on just
four research-related Thematic Objectives out of 11 (Research and Innovation, SME
Competitiveness, the Low Carbon Economy and ICT deployment). The respective
figure for Less Developed Regions will be 50%.

The combination of the two conditions should lead to an important increase of
investment on R&D and Innovation, in a context of a concrete growth strategy, deeply
rooted on knowledge assets, which is effectively the Smart Specialisation process.
Countries and regions must identify the opportunities that can be enhanced through
Research and Innovation and provide them with a competitive edge in the world
markets (linking them effectively with the Global Value Chains).

In addition, low performing countries and regions in terms of R&D and innovation
will benefit from specific measures in Horizon 2020 under the new part III a on
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Spreading Excellence and Widening Participation. Actions on Teaming (creation of
Centres of Excellence through partnerships of advanced and low performing countries
and regions), Twinning (institutional networking), ERA Chairs (bringing excellence
to universities and research organisations) will stimulate the creation of a level
playing field in low performing countries and regions. Furthermore a Policy Support
Facility will provide expertise to policy makers of these countries to design better and
more effectively their national and regional research and innovation strategies. The
COST programme will be deploying specific actions on Widening, and specific
actions of the National Contact Points will improve information quality and provide
better insights into participation in Horizon 2020.

Funding synergies are also encouraged between the two frameworks, with possible
additional funding for the same action, provided that the same cost item is not
presented for reimbursement twice. The Commission services  will prepare a Guide
on Synergies for the Managing Authorities and the stakeholders of Horizon 2020.

It is also important to note that the Member States and regions are fully supported in
endeavours to set up research and innovation strategies for Smart Specialisation
(RIS3) by the JRC/IPTS/RIS3 Platform in Seville that works with DG REGIO in
cooperation with RTD and other DGs.

Participation of new Member States

23. The new EU-12 Member States have not been equally represented in the R&D
programmes, due to different factors, among which the complex rules for
participation, the sustainability of the established scientific networks among the
old Member States, the significant difference in payments for work on the same
research project, etc. Having in mind the progress achieved in terms of
simplification, what other steps will the Commission take to encourage the
participation of researchers from the new Member States? Could you provide us
with more information on the Bonus Scheme, envisaged under Horizon 2020 as
a potential tool to encourage the participants from the new MS?

Commission's answer:

Widening participation has been identified as a priority in Horizon 2020. Various
measures have been proposed to try to make this widening a reality. In addition, a
closer synergy with the Structural Funds should enable the EU-12 Member States to
improve infrastructures and then participation in Horizon 2020.

The Bonus scheme is designed to codify a situation that already exists in Member
States where national researcher salaries are very low. It allows institutions, under
defined circumstances, to make additional payments to researchers involved in EU
schemes. It is one of the methods that can be used to try to limit the brain drain from
some EU-12 Member States. However, it is only one of the methods available, and
the main responsibility has to fall on Member States to provide a good framework to
retain and attract top quality researchers.

Also see question 22.
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Lifelong Learning Programmes

24. The Court considered the control procedures within DG Education and Culture
in relation to the closure of Lifelong Learning Programme (LLP) agreements
with national agencies to be effective. At the same time the director of the
Education, Audio-visual and Culture Executive Agency maintained his
reservation for the LLP. Can the Commission explain the situation?

Commission's answer:

The Lifelong Learning Programme (LLP) is implemented mainly via National
Agencies or via EACEA.

The nature of the actions funded under these two types of management modes differ
from each other, whereas the funding methods and the controls put in place need to be
adapted to the specific nature of the action and the related funding mechanism.

National Agencies in general fund a large number of low-value grants of a recurring
nature, such as grants for participation of students, teachers, adult learners and
professionals in mobility actions and collaboration of partners in partnership actions.
These mobility and partnership actions are similar in nature across the LLP, involving
a homogenous structure and level of costs and are mainly financed by lump sum and
flat-rate financing, reducing the risk for errors. The proximity factor (NAs with
beneficiaries) also provides advantages in the management as beneficiaries and
applicants can find swift assistance in the national language in their contacts with the
contracting authority. As for the chain of controls, the National Authorities play an
important part in reducing errors.

The actions funded by the Education, Audiovisual and Culture Executive Agency
(EACEA) are more diverse, including principally cooperation projects, network and
partnerships, but also a number of smaller specific actions, necessitating funding
mechanisms and rules adapted to the specificities of the actions. These actions are
thus more complex in nature, involving generally higher amounts and a larger number
of partners, are more work-intensive, and are funded on a real costs basis. Due to
these characteristics the risk of error is higher.

The EACEA has taken action to remedy the elevated error rate; it has improved and
simplified its desk control strategy and the information provided to the beneficiaries
on financial obligations, audits and ex-post controls, reinforced its monitoring visits
and consolidated its ex-post audit strategy. However, due to the multiannual nature of
the grants, the results in terms of a lowered error rate can be expected only in 2014 or
2015. Moreover, the simplification measures planned for the new programme
Erasmus+ (described under question 13) are also expected to have a positive effect on
the future error rate.

Home Affairs
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25. How does the Commission overcome delays in the implementation of the
Schengen Information System (SIS 2) which lead to a reputational reservation
from the director general for Home Affairs?

Commission's answer:

The entry into operation of SIS II took place on 9 April 2013 as decided by the
Council. Following an intensive monitoring period of 30 days, the system was
formally handed over to eu-LISA. The SIS II has since been functioning smoothly.
The Commission granted the Final System Acceptance to its contractor on 1 October
2013. There were no unforeseen events which have triggered additional expenses.

As a conclusion, the concrete events that materialised in the course of 2012 and which
justified the reservation did not in the end produce the consequences expected.

European Space Agency

26. What measures does the Commission take to lift the reservation relating to the
reliability of financial reporting by the European Space Agency?

Commission's answer:

The reservation relating to the reliability of the financial reporting by ESA was made
because ESA's external auditor has given a qualified opinion on ESA's financial
statements for 2011. DG ENTR considered it prudent to highlight that there were
problems with ESA's financial reporting although it has always been ensured that at
the final closure of the projects the amounts paid and the costs declared will be
correct.

In 2013, the European Commission and the external auditor of the European Space
Agency (ESA) recognise the significant progress made towards the completeness and
integrity of the data underpinning ESA's financial reporting. The Agency's external
auditor provided clean audit opinion on the 2012 financial statements.

This positive audit opinion is a major element for the assurance of the responsible
Authorising Officer on the budget implementation delegated to the European Space
Agency. In addition, DG ENTR continued auditing all the reports submitted by the
Agency throughout the year.

In line with the requirements of Art61(1) of the  Financial Regulation (N966/2012),
the Commission has performed a re-assessment of ESA's rules and procedures,
confirming that ESA has (i) effective and efficient internal control system, (ii)
accounting system providing accurate, complete and reliable information in a timely
manner, (iii) independent external audit, performed in accordance with internationally
accepted auditing standards by an audit service functionally independent of the entity
concerned, (iv) apply appropriate procurement rules and procedures for providing
financing from Union funds. The final report will be available in January 2014.

EUROSTAT
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27. How does the Commission intend to improve the coordination between the
directorates general in the research area and EUROSTAT?

Commission's answer:

The Annual Eurostat Statistical work programme takes into account the needs
expressed by the various research DGs, and is adopted through an the inter-service
process, which provides full and timely transparency. The preparation and
implementation of the AWP includes regular hearings at Directors level. A
Memorandum of understanding signed between RTD and ESTAT in July 2013 further
institutionalises the cooperation between the services.  Coordination between Eurostat
and the directorates general involved in FP7 and H2020 implementation is considered
to be very satisfactory.

Getting results from the EU budget

28. To which extend did DG Research contribute to the achievements of the main
objectives of the Europe 2020 Strategy?

Which are the 5 main SMART objectives foreseen in the annual management
plan of the DG?

Is there any mechanism in place in order to evaluate the performance of the
DG?

If yes, how does it contribute to the article 318 TFUE evaluation report of the
financial performance of the Union?

Commission's answer:

With respect to the Europe 2020 Strategy:

DG Research made contributions to the smart growth priority of Europe 2020 through
the Innovation Union Flagship initiative. In particular, it contributes to the
achievement of the Innovation Union’s 34 commitments including those related to the
completion of the European Research Area (ERA). Structural reforms in the Member
States’ research and innovation landscapes are promoted through the country-specific
recommendations made in the context of the European Semester. RTD also
contributes to the two flagship initiatives of the sustainable growth priority and, to a
lesser extent, to inclusive growth.

These policies are supported through the thematic activities of FP7. They are further
supported through public-public partnerships, which aim at coordinating research in
Member States (further contributing to the achievement of the ERA), and through
public-private partnerships aimed at leveraging private funds. This support contributes
to achieving the Europe 2020 headline target of 3% of GDP for Research and
Innovation. FP7 is also providing access to risk finance for innovative companies as
well as encouraging participation of SMEs (the target of 15% of the Cooperation
Programme’s total budget to be allocated to SMEs has been exceeded with the figure
standing at more than 18% for the activities implemented by RTD).
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With respect to the 5 main SMART objectives foreseen in the annual
management plan of the DG?

Five main objectives will be identified for the first time for the Management Plan
2014 in line with the standing instructions. The decision on the most appropriate
objectives has not yet been taken.

With respect to the evaluation of the performance of the DG?

Policies are evaluated on a cyclical basis. The performance of the DG is regularly
reviewed by the Internal Audit Service and the European Court of Audits. Recently
the ECA published a special report covering the performance of the DG in
implementing FP7.

The Management Plan for 2014 will include the performance indicators set out in the
Horizon 2020 legal texts, the results of which will be reported in the Annual Activity
Report. This will provide another way to evaluate the performance of the DG.

With respect to the contribution to the Art. 318 TFEU evaluation report of the
financial performance of the Union?

The Commission Action Plan responding to the request of the 2011 EP Discharge that
the Article 318 Evaluation report should summarise the attainment of objectives on
the basis of the indicators set out in the MPs and reported in the AARs is being
implemented;

The Commission is integrating performance information in the SPP Cycle: In the
instructions for the Management Plans 2014 (covering the programmes for the next
MFF) DGs will specify for each activity the general and specific objectives and
corresponding indicators, milestones and targets. Other steps have been taken to
assure that annual progress on performance/ evaluation results will be reported in the
AARs and summarised in the Evaluation Report. Also steps have been taken to make
sure that reporting is based on the new performance framework of the next MFF. The
MP for 2014 will give an overview of the performance framework for all spending
programmes identifying which performance information will become available at
which point in time.

Future Evaluation Reports on the Union's finances based on the results achieved will
focus on progress in the implementation of and the results achieved by the various
programmes financed by EU funds, with references where possible to the contribution
that these make to the EU 2020 objectives.

DG Research considers that it is developing a robust and strategic framework for
monitoring and evaluation of Horizon 2020. There will be a coherent reporting system
on the performance of the DG towards the achievements of its objectives and so it
believes that it will be ready to meet future demands as the report develops.

29. How did DG Research coordinate its actions with other services of the
Commission in order to implement the Flagship Initiative Innovation Union?
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How many meetings of the groups of Commissioners for the innovation (created
by the Commission on 28 April 2010) took place?

How many meetings of the dedicated inter service and inter Cabinet groups
Innovation Union and European Innovation Partnership took place?

Is there a specific mechanism in place in the Secretariat general to evaluate and
coordinate the actions off the DGs involved in the Strategy?

Commission's answer:

DG Research coordinated the implementation and the follow up of the Innovation
Union through the ad-hoc Innovation Union inter-service group. This group has met
11 times between December 2010 and December 2013.

Four EIP Inter-Cabinet/Services meetings took place in 2012, including all Cabinets
and Services. In addition, a number of multilateral meetings were held on individual
EIPs.

There is no specific mechanism in the Secretariat General in relation to the Innovation
Union, established coordination mechanisms are used.

30. As the Innovation Union flagship initiative has been developed alongside the
flagship initiative on an Industrial Policy for the globalisation Era, and
complements other flagship initiatives such as the Digital Agenda, Youth on the
Move and the Agenda for New skills and Jobs (COM(2010)1161),

How DG Research has been involved in the achievement of those other flagship
initiatives?

By which mechanism(s) the consistency between all the different flagships
initiatives had been assured?

Commission's answer:

The mechanism for the coordination of the flagship initiatives is the European
Semester.

In respect of coordination between the globalisation ERA and the Industrial Policy,
for example, DG Research has been involved in initiatives such as the
Entrepreneurship Action Plan and the Advanced Manufacturing for Clean Production
Taskforce.

In respect of Horizon 2020, DG Research will build on existing foundations from
FP7. For example, industry led European Technology Platforms will continue to play
an important role as part of obtaining the external advice and societal engagement
needed to successfully implement Horizon 2020. Public Private Partnerships will
enhance opportunities to support industrial research and innovation.

Regarding the Digital Agenda for Europe, DG Research has contributed to a range of
actions such as Web entrepreneurs, ICT Innovation Vouchers, Smart Cities and
Communities, etc.
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* * *


