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1. Introduction

This part of the working document V sets out the Commission's budget implementation forecast
for 2021. The implementation forecast is presented by heading of the Multiannual Financial
Framework (MFF), and is derived from the monthly estimates provided by the Directorates-General
(DGs). The implementation of commitment and payment appropriations as at 1 June 2021 is also
presented in order to show the state of play of budget implementation.

The 2021 EU budget is the first one under the new 7-year multiannual financial framework (MFF)!.
At the time of preparation of the forecast, not all sectoral legal bases have been adopted. This poses
a challenge for accurate and reliable forecasting for this year. Due to the late adoption of the legal
bases, some delays in the implementation are inevitable. In this context, the usual revision of the
forecast, which takes place in the autumn as part of the Global Transfer procedure, will provide
more precise information.

2. 2021 Implementation and Forecast — Overview

The consolidated forecasts show 84,3 % implementation of commitment appropriations and 99,7 %
of the payment appropriations in the budget by the end of 2021.

The forecast was based on the volume of appropriations available on 24 April, with updates to take
into account the Amending Budget 1/2021 adopted on 18 May 2021. Only voted appropriations are
included in the forecast. The available appropriations may be further subject to deviations during
the year due to possible amending budgets, transfers approved by the European Parliament and the
Council and internal transfers.

The forecasts for the non-differentiated appropriations (Heading 7: European Public Administration
and appropriations of the European Agricultural Guarantee Fund (EAGF)) are presented based on a
linear implementation pattern.

The special instruments provided for in chapter 3 of the MFF Regulation (i.e. the EU Solidarity
Fund, the European Globalisation Adjustment Fund, the Solidarity and Emergency Aid Reserve and
the Flexibility Instrument) allow the EU to respond swiftly to unforeseen circumstances and
emergencies and are, therefore, only mobilised as needed. In this context, full implementation of the
special instruments is not a goal in itself and they are excluded from the detailed overview tables.

2.1. Commitment Appropriations

The implementation of commitment appropriations reached EUR 49,6 billion (31,2 % of
available commitment appropriations) on 1 June 2021.

The consolidated forecasts show a 84,3 % of implementation of commitment appropriations by the
end of 2021.

The following table provides a breakdown of the implementation of commitment appropriations as
on 1 June 2021 and the forecast profiles for each MFF heading in percentage terms for end June,
end September and end December 2021.

! Council Regulation (EU, Euratom) 2020/2093 of 17 December 2020 laying down the multiannual financial
framework for the years 2021 to 2027
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e For sub-heading 2.b (Resilience and values), a surplus of EUR 341 million is foreseen. The
implementation of some of the programmes, for example Erasmus+ and Creative Europe,
has been affected by the COVID-19 crisis resulting in an extensions of the deadline of calls
and duration of some projects. In addition, some projects have been delayed or even
cancelled. Therefore, the needs on completion lines of those programmes decreased. In
addition, the late adoption of the new legal basis and work programmes have shifted the
implementation of the new activities and subsequently the payments to 2022.

e A limited reinforcement of payments will be needed for heading 3 (Natural Resources and
Environment), where an additional EUR 84 million is forecasted to be needed for the
Programme for Environment and Climate Action (LIFE) as a result of additional pre-
financing on the Green Deal call and a bigger absorption than expected for the ongoing
actions.

e A limited under-implementation is foreseen in heading 4 (Migration and Border
Management) for which no grants will be signed in 2021 for the Integrated Border
Management Fund - Instrument for financial support for customs control equipment
(EUR 32,6 million).

e In Heading 5 (Security and Defence), a EUR 88 million reinforcement of the European
Defence Fund is needed to cover the increased pre-financing of the European Defence
Industrial Development Programme allocated in the context of the pandemic crisis. It could
be partially balanced with expected under implementation of the Completion of previous
nuclear decommissioning assistance programmes in Lithuania, Bulgaria and Slovakia (prior
t0 2021).

e A small shortfall of payments — of about EUR 52 million - is foreseen in heading 6
(Neighbourhood and the World). This is a result of additional needs for the completion of
the programmes under the Pre-Accession Assistance (IPA II) (EUR 276 million) and under-
implementation of other programmes within this heading, including under the budget line
for completion of previous actions in the area of European Neighbourhood Policy and
relations with Russia.

o At this moment of the year, full implementation of the heading 7 (European Public
Administration) is expected by the end of the year. The final result, however, will depend on
factors such as this year’s salary and pension adjustment, which will be only known in the
autumn.

As usual, the evolving situation across all headings will be monitored closely. The revision of the
forecasts and the consecutive global transfer exercise will be the momentum to fine-tune estimates
and evaluate the precise needs and surpluses in payment appropriations by the end of the year.
Adjustments to available appropriations will be proposed in the global transfer exercise and in a
Draft Amending Budget, if necessary.

3 2021 Forecast - Forecast tables by programme

Information on the implementation level as on 1 June 2021 and detailed implementation profiles by
programme within each MFF heading are provided in Annex 1 for commitment appropriations and
in Annex 2 for payment appropriations.
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3. [Estimate of the volume of unjustified RAL as a result of the
annual PAR exercise

The objective of the annual PAR (Potentially Abnormal RAL) exercise is to identify all unjustified
RAL, i.e. commitments which are recorded in the accounts, but which are considered to be lacking
a legal and/or factual justification for further payments. Examples are commitments with a
programme or project deadline for payments that has expired, or a project that has already been
completed. In principle, all such "abnormal" commitments should be de-committed. This has to be
done on a case-by-case basis by the Commission services, which manage the commitments, and
may lead to the introduction of recovery orders.

3.1. Background

In November 2002 and 2003, the Budget Authority and the Commission concluded Joint
Declarations with the objective of bringing the situation regarding outstanding commitments under
control, specifically by examining and eliminating "potentially abnormal" outstanding
commitments. "Potentially abnormal" was defined in the Declaration as:

¢ sleeping commitments in respect of which no payment has been made for the last two
financial years; and

¢ old commitments that have been in the accounts for at least five financial years.

The Declarations covered the period up to the end of 2003 only, and related specific reports were
prepared for the Budget Authority. However, the Commission has considered it worthwhile to
continue the exercise of examining and reporting on the commitments, which each year fall under
the definition of "potentially abnormal". In practical terms, at the end of each financial year the
commitments corresponding to the above-mentioned criteria are identified and examined
individually by the Commission services. This regular analysis is intended to lead to a continuous
reduction of the oldest outstanding commitments and to avoid maintaining in the accounts amounts,
which lack a legal and/or factual basis for further payments or which should lead to recoveries.

In practical terms, all open commitments made before 2015 are analysed as old and all cases with
no payment in 2018-2020 as sleeping.

In the light of the average life cycle of a Union subsidy, a commitment of more than five years old
is not necessarily abnormal. The age of five years is not a threshold, which would reliably separate
abnormal cases from normal ones; the nature of the project is determinant.

This is even more obvious with the definition of ‘sleeping’: a commitment for which no payment
has been made for two financial years remains by definition within the frame of the basic n+3 rule
applied in Cohesion and in most cases will be considered normal or ongoing. It is not a predictor of
likely problems with the future closure of the contract. Therefore, the focus of the exercise has
always been on old commitments; monitoring sleeping cases helps to trace commitments which can
be settled before they would become old (see item 3.4).

A normal commitment, independent of age or sleeping period, will be subject to exactly the same
payment or de-commitment conditions as the overall RAL. Thus, the PAR exercise is essentially an
identification exercise, with the objective of eliminating all unjustified RAL from the accounts, and
enabling the Commission to proceed to recoveries where appropriate, as well as generally assisting
services to accelerate the settlement of old ongoing commitments.

The absorption of the PAR is the ultimate objective and the actual absorption rate is then the
indicator to monitor. However, this indicator becomes relative from the moment the target group
contains also normal commitments (i.e. commitments that by definition cannot be absorbed in this
exercise). If all open commitments of the PAR sample were settled in the exercise, this could mean
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TOTAL 2019 2 4385 12 936,6 274 3322 329 239,5 742 3002,5 4330 16 510,7
TOTAL 2018 2662 121175 379 4574 850 286,5 382 111,8 4273 129732
TOTAL 2017 1495 72239 351 5472 934 396,6 768 3051 3548 84728
TOTAL 2016 593 25593 185 1334 476 201,5 412 63,2 1666 29575
TOTAL 2015 610 22683 158 192,6 666 195,4 183 125,5 1617 27820
TOTAL 2014 697 35586 148 38,1 622 446,8 180 66,1 1 647 4 109.6
TOTAL 2013 659 4 456,2 150 55,8 291 346.5 385 381,7 1485 52488
TOTAL 2012 1120 7788.4 153 123.9 325 1007,1 719 466,5 2317 9386,0
TOTAL 2011 761 19208 247 170,9 660 185,1 428 78,5 2096 23554
TOTAL 2010 931 14295 296 230,3 642 1929 396 66,6 2265 1919,2
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