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SPEECH OF COMMISSIONER GEOGHEGAN-QUINN 
FOR THE DISCHARGE HEARING BEFORE EP 
COMMITTEE ON BUDGETARY CONTROL ON 

25/01/2011 

 

Mr Staes, Vice-Chairpersons, honourable Committee 

Members, Dr. Noack, colleagues, 

 

This is my first hearing as the European Commissioner 

for Research, Innovation and Science, and I would like 

to take this opportunity to assure the Committee that 

sound financial management of research funding is one 

of my top priorities. 

 

Today I am here to respond in particular to the 

Observations contained in the Court's Annual Report on 

the 2009 financial year and to answer Members' 

questions relating to that report. 
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First of all I wish to impress upon you that there is no 

substantive disagreement between the Commission and 

the Court. We share a similar analysis and our 

respective audits show consistent results.  

 

I consider that the results we have achieved so far - and 

which have been explicitly acknowledged by the Court – 

are quite good. Our error rate has been steadily reduced 

over the last few years. 

 

Although the Court's Report recognises that 

improvements have been made in many respects, there 

are still a number of shortcomings that need to be 

addressed.  

 

This concerns: 

• Effectiveness and reliability of audit certificates, 

• Certification of cost methodologies of beneficiaries, 

including average personnel costs, and 
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• Reduction of the backlog in recovering undue amounts 

paid, imposing sanctions where necessary. 

 

As regards the reliability of audit certificates, we need 

firstly to recall that this issue mainly concerns FP6. As 

you know the need for audit certificates has been 

drastically reduced under FP7 to reduce the 

administrative burden on beneficiaries.  

To the extent that audit certificates still exist, several 

measures have been taken to improve the quality of the 

certificates delivered by external auditors  

 

The Court also recommends reviewing the operation of 

the FP7 system for certifying beneficiaries' 

methodologies to calculate costs. This recommendation 

coincides with a repeated demand of your Committee to 

broadly recognise average personnel cost 

methodologies that are compatible with general business 

practices.  
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I am happy to report that yesterday the Commission 

adopted a Decision on short-term simplification 

measures which, inter alia, allows the broad acceptance 

of average personnel cost methodologies, provided that 

these are part of the beneficiary's usual accounting 

practices and are based on actual personnel costs 

registered in their accounts. 

 

With regard to the pace of recovering undue amounts, 

the Court recognises that the amount of ineligible costs 

recovered during 2009 has increased and notes that 

appropriate penalties have been applied. However, I 

admit that recoveries including extrapolation cases still 

remain a considerable challenge. However, I am 

confident that the measures we introduced in December 

2009 will simplify and accelerate this process.  

 

So, these are the actions we have taken to respond to 

the specific recommendations contained in the Court of 

Auditors' Annual Report. 
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Permit me now to make some more general remarks as 

regards sound financial management in research 

funding and the balance between trust, control and the 

cost-benefits of controls. 

 

In recent years we have achieved very good results 

mainly due to the application of a rigorous control policy 

aiming at reducing the residual error rate to the 2% 

materiality threshold applied by the EU Institutions. But 

this has come at a price! Considerable human and 

financial resources, both from the Commission and the 

beneficiaries were needed and it has also led to 

complaints from the scientific and business community 

about an excessive control burden.  
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Against this background, our first overall objective must 

therefore be to further simplify research funding. As 

repeatedly indicated by the Court of Auditors, simplified 

rules and procedures are the best guarantee for a low 

error rate and an attractive funding framework. 

 

We all agree on this. 

 

You should not have any doubt as regards my firm 

commitment to simplification. Soon after I became 

Commissioner, the Commission adopted a 

Communication on "Simplifying the implementation of 

the Research Framework Programmes". It outlined the 

possibilities for significant simplification under the current 

research Framework Programme – which where 

implemented by a Commission decision yesterday. This 

concerns the broad acceptance of average personnel 

costs and the ability to reimburse owner-managers of 

SMEs and physical persons through flat-rate payments. 

As regards another measure, the abolition of interest-

bearing accounts for pre-financing, this is already 
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contained in the triennial review of the financial 

Regulation. These measures are very much along the 

lines of the Carvalho report on simplification, which the 

Parliament adopted only recently.  

 

We will be able to propose more radically simplified rules 

and procedures in the next research and innovation 

funding programme, on the basis of our proposed 

revision of the Financial Regulation, taking into account 

the proposals contained in the Carvalho report. We will 

need the support of the institutions, including the 

Parliament, to make this happen.  

 

While radical simplification of future programmes based 

on simpler Financial Regulations and rules is our clear 

goal, we need to acknowledge at the same time that the 

effects of the current, more complex set of rules will be 

with us yet for several years to come. Grants signed 

under the current FP7 rules, will run until 2017 and 

beyond. While the measures we adopted yesterday may 

decrease errors, others, like the abolition of ex-ante 
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controls in the FP7, may increase errors in comparison 

with FP6.So overall, the initial error rates in FP7 may not 

significantly deviate from those in FP6. So does this 

mean we have to adopt the same control strategy than in 

FP6? And what could be the consequences in terms of 

attractiveness of our programme?  Will we still be able to 

attract the best researchers worldwide, and engage 

Europe's industry and entrepreneurs, universities and 

other research organisations, in order to create jobs and 

growth.  

 

These are important issues that we need to consider, 

and I am therefore very pleased that the European 

Parliament's Resolution on simplifying the 

implementation of the Research Framework 

Programmes fully supports the adoption of a tolerable 

risk of error (TRE) in the area of research. A tolerable 

risk of error for research, in the middle of the range 

between 2-5%, would allow the Commission to revise 

their control strategy, and focus in a more pronounced 

manner on targeted risk-based audits and on fraud 
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prevention and detection instead of correcting a 

maximum of research expenditure. Furthermore, as you 

know, the TRE concept does not mean that there is a 

‘free ride’ once errors are detected. The principle will of 

course remain that we will recover all overstated costs 

that are detected. And, as I have explained before, it 

also does not mean that we will stop our efforts in 

reducing errors even further in future programmes, 

through more simplified regulations, rules and 

procedures, reaching a materiality threshold of 2% - or 

maybe even less.  

 

Thank you for your attention. 




