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1. PRIORITIES FOR THE 2020 DRAFT BUDGET
1.1. Introduction

The European Union (EU) budget is primarily an investment budget. It complements national budgets, and
supports the wide set of European-level policy and regulatory instruments to implement priorities that all EU
Member States have agreed upon. It provides European added-value by supporting actions which, in line with
the principle of subsidiarity and proportionality, can be more effectively delivered at the EU level than at
national, regional or local level

2020 will be the last year of the current Multiannual Financial Framework (MFF)' and it will be the last draft
budget proposed by the Juncker Commission. The 2014-2020 MFF was proposed in a context of a financial and
economic crisis and budgetary consolidation among Member States. While smaller in size in terms of share of
the EU's Gross National Income (GNI) than any previous MFF, it aimed to deliver smart, sustainable and
inclusive growth, focusing on achieving key priorities, providing EU added value, impact and results, and
delivering mutual benefits across the European Union®. Targets were set in the Europe 2020 strategy for smart,
sustainable and inclusive growth’. Overall in the EU, the targets on education, energy, climate and employment
are being reached, but two targets are unlikely to be met in 2020: that concerning people at risk of poverty or
social exclusion, as well as the goal of 3% of Gross Domestic Product (GDP) investment in research and
development”.

On taking office, President Juncker set key political priorities for his Commission: to reinforce investment, jobs
and growth in the EU, strengthening social fairness, deepening economic and monetary union, managing
migration, mitigating security threats, delivering a more innovative digital single market and an Energy Union
with a forward-looking climate policy, making the EU a stronger global actor, and reinforcing transparency and
democratic legitimacy.

During the mandate of this Commission the EU has had to cope with a series of unexpected crises, including an
unprecedented migration crisis, the defence of the euro, a number of terrorist attacks across the Union, tensions
in global trade and the United Kingdom's notification of intent to leave the EU. By summer 2018, the Juncker
Commission had tabled all the legislative proposals it had committed to at the start of its mandate. Europe’s
economy and society have emerged stronger since the crisis years, with more people at work now than ever
before and public finances having improved. The EU budget played a part in these improvements and
contributed to increasing investment and growth and reducing disparities between regions as well as protecting
the environment and fighting climate change. It also played an important role in addressing unexpected needs
and funding new priorities, from migration and security to the support of refugees and investment in Africa, to
new initiatives like defence and civil protection. The Commission’s proposal for the 2021-2027 budget has set a
direction of travel for the finances of the EU in the coming years”.

The 2020 EU budget is therefore a budget of continuity and transition. It will continue to support the
achievements of the EU in the past years and the priorities of the current programmes, but will also offer the
best possible starting point for the new generation of programmes starting in 2021.

As revised on 20 June 2017 by Council Regulation (EU, Euratom) 2017/1123.

Communication ‘A budget for Europe 2020°, SEC (2011) 868 final.
https://ec.curopa.cu/eurostat/web/curope-2020-indicators

COM(2019) 150 final, 7 February 2019.

Communication ‘A modern budget for a Union that protects, empowers and defends’, COM(2018) 321 final.

Wk W
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The United Kingdom notified its intention to leave the European Union, pursuant to Article 50 of the Treaty on
the European Union (TEU), on 29 March 2017. On 21 March 2019, the European Council decided, in
agreement with the United Kingdom, on an extension of that date, with conditions,® and, on 11 April 2019, to a
further extension until 31 October 2019, with conditions’, during which time the United Kingdom remains a
Member State of the Union. Under the terms of the draft Agreement on the withdrawal of the United Kingdom
agreed between the European Union and the United Kingdom on 25 November 2018® but not yet ratified, the
United Kingdom is considered as a Member State until 31 December 2020.

The proposal for the 2020 budget represents around 2 % of all EU public spending, with appropriations of
EUR 1683 billion (+1,3 % compared to the 2019 budget) proposed in commitments, and EUR 153,6 billion
(+3,5 %) in payments, corresponding to 0,99 % and 0,90 % of EU gross national income (GNI) respectively.

The 2020 budget will be implemented during the first year of a newly-elected European Parliament and with a
new European Commission. A timely agreement will ensure the necessary stability and continuity from one
programming period to the next. To ensure this, an agreement in the European Council on the new MFF in the
autumn, in line with the European Council conclusions of December 2018, followed by an overall agreement by
the end of 2019 is essential.

1.2. Sustainable and inclusive investment, growth and jobs

Investment, growth and jobs have been the primary focus of the EU budget since 2014. In 2018, the European
economy grew by 1,9 %. The employment rate is higher than ever before, with 240 million Europeans in work,
a 10 % increase since 2014. Youth unemployment continues to fall, from a peak at 24 % in 2013, to 14 % in
March 2019.

The European Fund for Strategic Investments (EFSI), the cornerstone of the Juncker Plan to kick-start
investment in Europe, has already generated EUR 398 billion of additional investments, thus surpassing its
original target of EUR 315 billion. It is expected to create 1,4 million jobs and to have increased EU gross
domestic product (GDP) by 1,3 % by 2020. The Fund has been extended to mobilise an estimated EUR 500
billion in additional investment by the end of 2020. This achievement is already feeding further plans to grow
investment, including under the future InvestEU programme.

Insofar as support from the budget is needed, measures moving Europe towards the Digital Single Market,
deeper Economic and Monetary Union, Banking and Capital Markets Union, a fairer Single Market and an
Energy Union will be delivered mainly through budget heading 1, 'Smart and inclusive growth'. Commitment
appropriations for the competitiveness programmes in heading la are set at EUR 24,7 billion in 2020, a 5,5 %
increase over 2019. Commitment appropriations for cohesion policy (heading 1b) are set to rise by 2.5 %, and
for agricultural, fisheries and environmental policy by 0,6 %. All programmes under these headings seek to
boost economic growth and technological innovation, in ways which help further the implementation of the
Sustainable Development Goals to which the EU has committed itself’. This includes social and environmental
dimensions.

European Council Decision (EU) 2019/476 taken in agreement with the United Kingdom of 22 March 2019 extending the
period under Article 50(3)TEU (OJ L 80, 22.03.2019).

European Council Decision (EU) 2019/584 taken in agreement with the United Kingdom of 11 April 2019 extending the
period under Article 50(3)TEU (OJ L 101, 11.04.2019).

Agreement on the withdrawal of the United Kingdom of Great Britain and Northern Ireland from the European Union and
the European Atomic Energy Community (OJ C66 1, 19.2.2019).

Communication Next steps for a sustainable European future, European action for sustainability', COM(2016) 739 final.
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In 2014 the ambitious target of using 20 % of the 2014-2020 budget to address climate change by 2020 was
agreed. 21 % of the 2020 draft budget is expected to relate to climate actions, if adopted as proposed. An even
more ambitious target is proposed for the next MFF, to support the EU's Paris Agreement pledge to cut at least
40 % of its greenhouse gas emissions by 2030 in preparation for a climate-neutral economy.

For growth to benefit all Europeans, and in particular those that are hit the hardest, the EU and its Member
States will have to invest in the jobs of the future and create opportunity from the digital and low-carbon
transition. The Connecting Europe Facility (CEF) will further support the deployment and operation of digital
service infrastructures, fast and ultrafast broadband networks and free local wireless access points through the
WiFi4EU initiative. The 2020 budget will also contribute to the European High Performance Computing Joint
Undertaking'®, aiming to develop and support ultra-fast (exascale) supercomputing by 2022/2023 and will fund
new components of Horizon 2020, such as the enhanced European Innovation Council pilot initiative, paving
the way to the successor programme, Horizon Europe. The large-scale infrastructure projects of heading la —
the satellite navigation systems EGNOS and GALILEOQ, the International Thermonuclear Experimental Reactor
(ITER), and the Earth Observation Programme Copernicus — are European (and in the case of ITER,
international) success stories which no Member State could have achieved alone.

Similarly, Member States together would spend less, and to much greater overall effect, by pooling defence
capabilities and defence procurement. The European Defence Fund in the next MFF will build on the current
preparatory action for defence and security research and the European Defence Industrial Development
Programme (EDIDP). The draft budget proposes EUR 255 million for EDIDP in 2020 to create incentives for
companies to cooperate on the joint development of defence products and technology through co-financing
from the EU budget.

The 2020 draft budget continues to invest in the fields of education, training, youth and sport. EUR 2,8 billion
will be available for Erasmus+, the flagship initiative which assists young people to travel, work, study and
train in countries across Europe. The European Solidarity Corps, with a budget of EUR 166 million, will give
young people voluntary experience with many types of organisation across Europe. The Youth Employment
Initiative (YEI) has so far been allocated just over EUR 4,4 billion in this MFF, and a further
EUR 116,7 million is proposed for 2020. This specific allocation is matched from the European Social Fund,
doubling the funds available.

1.3. Migration, solidarity and security, in an increasingly multipolar world

In 2014 few would have predicted the extent and consequences of the migration and security challenges of
2015-2016. Since that time many measures have been taken at European level that allow for better management
of migration flows, less irregular migration and more attention to the root causes of migration: the new Entry-
Exit System to strengthen border management, the European Travel Information and Authorisation System, the
upgraded Schengen Information System, the Facility for Refugees in Turkey and the European Fund for
Sustainable Development to name but a few. The EU budget will continue to deliver all these measures in 2020,
and will support more sustainable long-term measures if these are agreed in the meantime.

Similarly, awaiting the adoption of the Commission’s proposal to review the Dublin Regulation, the Asylum,
Migration and Integration Fund (AMIF) for 2020 should continue to support Member States under pressure,
with a particular focus on Greece, and assist solidarity and resettlement efforts.

10 Council Regulation (EU) 2018/1488 of 28 September 2018.
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The 2020 draft budget will also deliver on the external dimensions of migration and the protection of the EU's
external borders. Effective management of the external borders means both protecting people in need and
returning those who are not. The Commission has presented proposals to reform the Return Directive and to
strengthen the capacity of the European Border and Coast Guard Agency (Frontex). Now that the latter has
been agreed, this draft budget continues the first steps taken in the 2019 budget towards providing Frontex
progressively with a standing corps of 10 000 operational staff and its own equipment.

Better protection of citizens is a political priority of this MFF which the Commission proposes to strengthen in
the next MFF, addressing threats that know no borders: threats to the EU's democratic societies, the rule of law,
fundamental values and security threats, such as terrorist and cyber-attacks and disinformation campaigns. The
2020 draft budget will support the completion of a genuine and effective Security Union, for example by
strengthening criminal justice cooperation through Eurojust, building up the newly-established European Public
Prosecutor's Office, and developing interoperability between EU information systems to keep EU citizens safe
— ensuring police and border guards have efficient access to the information they need, including to fight
identity fraud.

Natural disasters also know no borders and climate change is increasing their risks and impact. The new rescEU
programme will upgrade the previous Civil Protection Mechanism: capacity will be increased and coordination
between Member States will be improved.

Beyond the EU's borders, the EU will continue to develop its partnerships with third countries, working
towards peace, sustainable development, security and stability, while supporting democracy, defending human
rights and promoting the rule of law. The budget supports these partnerships through the various external action
programmes of heading 4 and through EU Trust Funds. The 2020 draft budget includes the budgetary
implications of the EUR 560 million in pledges for Syria, Lebanon and Jordan made at the Brussels III
conference in April 2019. The Partnership Framework with third countries under the European Agenda on
Migration'', supported by heading 4 programmes and by the Trust Funds for Africa and Syria will continue to
fund cooperation in managing migration and addressing the root causes of irregular migration. EUR 60 million
reinforcement is proposed for the European Neighbourhood Instrument for the North Africa Window of the
Emergency Trust Fund for Africa to prevent irregular migration and improve the situation of migrants and
refugees.

Delivering on these and other measures means that 'Security and citizenship' (heading 3 of the budget) will
require EUR 3,7 billion in commitments in 2020, and 'Global Europe' (heading 4) will need EUR 10,3 billion.
The Commission once again proposes to mobilise the Flexibility Instrument to finance actions under heading 3,
while heading 4 retains a modest margin to be able to react in case of unforeseen events.

1.4. Ensuring proper implementation of the EU budget
Programme implementation

Delays in implementing the 2014-2020 cohesion policy programmes were a major cause for concern until 2017,
but 2018 was the first year of full implementation of payment appropriations without adjustment. This trend
continues in 2019 confirming that the new cohesion programmes have reached cruising speed. Member States'
payment forecasts have also improved considerably. On this basis the Commission estimates that a 3,5 %
increase in payments for 2020 will be needed compared to 2019. Continued pro-active monitoring should
ensure that there will be no backlog of unpaid claims at the beginning of the next MFF. As a result, the level of
RAL (Reste a Liquider, or the amount of commitments made and not yet paid) should remain under control; the
rate of increase in RAL is lower than it was in previous MFFs.

1 COM(2016) 385, 7.6.2016.
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The 2020 draft budget has been drawn up taking into account performance information on all EU spending
programmes showing what each programme has achieved to-date and what the funds provided are expected to
generate in terms of future results. The comprehensive spending review exercise that underpins the
Commission's proposal for the next multiannual financial framework'* examined the EU added-value of the
spending programmes and options for simplification and efficiency gains, based on the information available in
early 2018. Updated performance information is presented in the programme statements which accompany this
draft budget. Furthermore all Structural Funds that have a built-in performance reserve element in their
programming — a novelty for this MFF period — will be evaluated in 2019 in view of releasing the reserve to the
priorities that have achieved their milestones or reallocating it to other priorities.

Administrative discipline

The Commission continues to exercise financial discipline and to seek efficiency gains in order to minimise
administrative costs, in the Commission and its executive agencies as well as in the EU's decentralised
agencies. The Commission has stabilised its human resources and continues the application of a nominal freeze
of its non-salary-related costs, apart from exceptional items. For 2020 the Commission proposes to continue
this approach and has encouraged the other institutions and bodies to do likewise.

For the decentralised agencies the Commission has also aimed to stabilise staffing levels and overall agency
costs, while taking into account the evolution of their mandates, mostly stemming from the migration and
security challenges of recent years.

12 COM(2018) 321, 2.5.2018 ANNEX {SWD(2018) 171}.
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2. The use of the Global Margin for Commitments, for an amount of EUR 141,9 million, to finance the
Youth Employment Initiative and the extension of the Structural Reform Support Programme in
heading 1b.

The section below sets out the main evolution of expenditure by MFF heading, as compared to the 2019 budget
as modified by draft amending budgets 1, 2 and 3/2019.

Total commitment appropriations in the 2020 draft budget (including the special instruments) are set at
EUR 168 271,7 million, corresponding to 0,99 % of GNI", and EUR 2 082,5 million above the 2019 budget
(+1,3 %). The resulting total margin under the MFF ceiling for commitments stands at EUR 1 781,0 million.

Payment appropriations (including the special instruments) amount to EUR 153 620,7 million, corresponding to
0,90 % of GNI. This represents a 3,5 % increase compared to payment appropriations in the 2019 budget. The
margin left under the payment ceiling of the MFF for 2020 amounts to EUR 20 067,6 million.

Commitment appropriations for ‘Competitiveness for growth and jobs’ (heading la) are set at
EUR 24 716,4 million. This is an increase of 5,5% compared to the 2019 budget, mostly relating to
programmed increases under the Common Strategic Framework for Research and Innovation, the Connecting
Europe Facility, Large infrastructure projects and Erasmus+. This leaves a margin of EUR 474,6 million, which
represents almost a doubling of the programmed margin of EUR 240,1 million. Savings include EUR 211,8
million which have been identified in accordance with the political agreements reached between the European
Parliament, the Council and the Commission in the framework of the mid-term review of the current MFF and
the new initiative of the European Solidarity Corps. In particular, a EUR 200 million reduction can be made
from financial instruments under the CEF programme, justified by the robust take-off of the European Fund for
Strategic Investments (EFSI). Payment appropriations increase by 7,7 % to EUR 22 108,5 million.

For 'Economic, social and territorial cohesion' (heading 1b) commitment appropriations increase by 2,5 % to
EUR 58 611,9 million, leaving no margin. An amount of EUR 116,7 million is proposed for the Youth
Employment Initiative in 2020. Payment appropriations for the heading as a whole increase by 6,4 % compared
to the 2019 budget, to EUR 50 042,4 million. There are no payment needs for the closure of the 2007-2013
programmes as they should all be closed in 2019. The implementation of the 2014-2020 programmes should
continue at cruising speed.

Commitment appropriations for 'Sustainable growth: natural resources' (heading2) are set at
EUR 59 994,9 million, an increase of 0,6 % compared to the 2019 budget. The level of expenditure leaves a
margin of EUR 426,1 million under the ceiling. Payment appropriations amount to EUR 58 014,3 million, with
an increase of 1,1 % compared to 2019. The funding for market related expenditure and direct payments under
the European Agricultural Guarantee Fund is EUR 43 531,8 million in commitment appropriations, and
EUR 43 501,7 million in payment appropriations.

o COM(2019) 310, 15.5.2019.
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Given the continuing scale of the challenges, for 2020 the Commission proposes to maintain a significant effort
for migration and security funding in heading 3, 'Security and citizenship'. Savings have however been
identified in this heading (EUR 8,2 million) and in heading 4 (EUR 10 million), to fulfil the political agreement
on the Union Civil Protection Mechanism (rescEU)'® to redeploy EUR 18,2 million. Considerable savings also
resulted from the political agreement to equip the European Border and Coast Guard agency more gradually
with a new standing corps of 10 000 operational staff. In addition, the amount proposed for the new tasks of the
European Union Agency for Asylum was significantly reduced in line with the Agency's request. The level of
commitment appropriations for heading 3 is set at EUR 3 729,1 million: 2,5 % lower than the 2019 budget but
still EUR 778,1 million above the ceiling. This requires the mobilisation of the Flexibility Instrument for the
same amount. Payment appropriations are set at EUR 3 723,9 million, corresponding to an increase of 5,6 %
compared to the 2019 budget.

For 'Global Europe' (heading4) the Commission proposes commitment appropriations of
EUR 10 307,6 million. For 2020, it is proposed to use EUR 240 million of the unallocated margin under
heading 4 in order to reinforce Humanitarian Aid and the European Neighbourhood Instrument by EUR 120
million each to honour the pledge made at the 2019 Syria conference. The commitment appropriations for 2020
decrease by EUR -1 011,7 million or by -8,9 % compared to the 2019 budget: this decrease is explained by the
fact that the period for budgetary commitments under the second tranche of the Facility for Refugees in Turkey
ends in 2019. Payment appropriations are set at EUR 8 986,1 million, corresponding to a decrease of -4,0 %.

Commitment appropriations for 'Administration’ (heading 5) for all institutions combined including pensions
and European schools increase by 3,8 %, (payment appropriations also increase by 3,8 %) with commitments
set at EUR 10 324,1 million. The draft budget incorporates adjustments made by the Commission to align better
the draft estimates of expenditure for the European Parliament, the European Court of Justice, the European
Economic and Social Committee, the Committee of the Regions and the European Ombudsman. Details are
presented in section 3.6 below. The margin under the ceiling of heading 5 amounts to EUR 929,9 million,
EUR 252,0 million of which offsets the use of the Contingency Margin for migration-related expenditure in
heading 3 mobilised in 2017. The remaining available margin is EUR 677,9 million for 2020.

Section 3 below provides more details on the main programmes and actions financed within each expenditure
heading. In addition, cross-cutting issues are presented in section 4 (‘horizontal issues’). These two sections
present in more detail the request for payment appropriations, human resources, Commission administrative
expenditure outside heading 5, agencies and other bodies, and actions without a specific legal base. Section 5
(‘Detailed figures') provides an overview of the MFF headings and programmes for the period 2014-2020,
shows the 2020 draft budget broken down by policy area and MFF heading, presents estimates of the
contribution that the EU budget makes to the mainstreaming of climate action and biodiversity and, finally,
provides an overview of the human and financial resources requested for agencies and other bodies.

16 Decision (EU) 2019/420 of the European Parliament and of the Council of 13 March 2019 amending Decision No
1313/2013/EU on a Union Civil Protection Mechanism (OJ L 771, 20.3.2019).
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The Joint Undertaking covers the EU contribution to the construction of the ITER facility, procurement of
equipment and installations, general technical and administrative support for the project during construction,
and participation in commissioning and initial operation, as well as other ITER-related activities such as those
under the ‘Broader Approach Activities’, for which ‘Euratom’ and Japan concluded a bilateral agreement
setting out complementary joint fusion research activities.

In June 2017, the Commission issued a Communication to the European Parliament and the Council on the "EU
contribution to a reformed ITER project"'. The Communication presented details of the revised project
schedule and budget estimates (baseline) for the European participation in the ITER project and requested the
political support of the European Parliament and a mandate from the Council. The Council endorsed the
Communication and the revised project schedule and budget estimates in April 2018. In December 2018 and in
January 2019 respectively, the European Economic and Social Committee and the European Parliament each
adopted an own-initiative report supporting the ITER project and asking the Council to assure the European
contribution to the project under the new baseline for the next financing period.

A mid-term progress report™ setting out the results of the European contribution to ITER in the period 2014-
2020 was recently transmitted to the European Parliament and to the Council in line with Article 5b of Council
Decision 2007/198/Euratom setting up the European Joint Undertaking, Fusion for Energy. In addition, an ex-
ante evaluation®® was carried out in relation to the future funding of Europe’s participation in the ITER project.

The physical progress of the project is evident on the ITER site with many buildings under Euratom
responsibility being constructed. The ITER Organisation reported in March 2019 that the project had completed
61,7 percent of the total physical work (design, manufacturing construction, assembly, installation) needed to
achieve First Plasma, which marks the end of the construction works and the launch of operations in 2025 in
line with the new baseline. This means that the fusion device will be able to generate successfully a gas of
electrically-charged particles (plasma) inside its core and the experimental phase will begin.

3.1.4.3. European Earth Observation Programme (Copernicus)

The European Earth Observation and Monitoring Programme ‘Copernicus’ gathers and structures multiple
sources of information, such as satellite and "in-situ" data, in order to provide users, European public
authorities, the private sector and the international scientific community with continuous, independent and
reliable access to Earth observation data and services information. The objective is to manage better the
environment and the climate, and to contribute to enhanced safety and security. The EU investment finances the
deployment and operations of cutting-edge new satellites and services to fulfil demands for operational data and
service information. Copernicus also ensures the continuity of crucial data sets to monitor the environment and
climate change. Its direct investments support competitiveness and job-creation in Europe's Space industry by
boosting commercial applications, in many different sectors, through fully free and open access to Copernicus
data and information.

18 COM(2017) 319, 14.6.2017.
19 COM(2019) 147, 21.3.2019.
2 SWD(2018) 325, 7.6.2018.
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Another novelty is the introduction of four mutually reinforcing Focus Areas, which cut across the programme
boundaries and are aligned to major EU political priorities: Building a low-carbon, climate resilient future; the
Circular economy; Digitising and transforming European industry and services; and boosting the effectiveness
of the Security Union. In addition, the Work Programme emphasises better dissemination of results and open
access to data. Finally, it also includes measures to address some of the remaining challenges identified in the
Horizon 2020 interim evaluation: to further increase simplification (e.g. pilot actions using the lump sum
funding model for cost reimbursement), to widen participation from under-performing countries, and to address
skills mismatches.

Horizon 2020 will continue to contribute to the key priorities of the European Union, in particular focusing on:

3. Generating excellent science in order to strengthen the Union’s world-class excellence in science
(Part 1, ‘Excellent Science’). This part aims to reinforce and extend the excellence of the Union’s
science base and to consolidate the European Research Area in order to make the Union’s research and
innovation system more competitive on a global scale. Here, the major element remains the European
Research Council (ERC). For the second element - future and emerging technologies - the investment
has been further increased;

4. Fostering industrial leadership to support business, including small and medium-sized enterprises
(SMEs) and innovation (Part Il, ‘Industrial leadership’). Emphasis will continue to be placed on
funding research and development in selected enabling and industrial technologies, on enhancing
access to risk finance for investments in research and innovation (this budget has been increased), and
on stimulating innovation in SMEs;

5. Tackling societal challenges, in order to respond directly to the challenges identified in the
‘Europe 2020 strategy’ by supporting activities that cover the entire spectrum from research to market
(Part 111, ‘Societal challenges’). This part addresses major concerns shared by citizens in Europe and
elsewhere.

In addition, the Commission's Joint Research Centre (JRC) and the European Institute of Innovation and
Technology (EIT) contribute to the Horizon 2020 objectives. Horizon 2020 supports the non-nuclear direct
actions of the JRC, so as to enable the JRC to support EU policies with independent evidence throughout the
policy cycle and thus underpin Europe’s development towards smart, sustainable and inclusive growth.
Building on the successful implementation of its Strategy 2030, the JRC will further strengthen its knowledge
management capacity for policy-making. It will extend its competences and methodological support to the
European Semester and enhance its support to better regulation initiatives and to the Single Market with market
surveillance for emissions from vehicles and medical devices and health technology assessments. The JRC is
developing work on the resilience of societies, the drivers and impact of fairness, and the impact of new
technologies on society.

Knowledge and Competence Centres® bring together experts and knowledge from both inside and outside the
European Commission and will help to provide direct strategic and future-oriented input into EU policy
making.

» Knowledge Centre for Territorial policies, Migration and demography, Disaster risk management, Bioeconomy, Food fraud

and quality, Global Food and Nutrition Security (established in 2018); Competence Centre on Composite indicators,
Microeconomic evaluation, Modelling, Text mining and analysis, Foresight (established in 2018).
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In 2019-2020, the JRC will extend open access to its own world-class research infrastructures. With the Centre
for Advanced Studies and Collaborative Doctoral Partnerships, it will strengthen its relations with the best
research institutions and universities to foster links between EU policies and science programmes.

Within Horizon 2020, the EIT brings together excellent higher education institutions, research centres and
businesses to create the entrepreneurs of tomorrow and to ensure that this European ‘knowledge triangle’ is a
match for the world’s best. The EIT is based on a pioneering concept of cross-border public-private partnership
hubs known as ‘Knowledge and Innovation Communities’ (KICs).

To maximise the impact of EU funding, Horizon 2020 includes Public-Public as well as Public-Private
Partnerships in accordance with Article 185 and Article 187 of the TFEU, respectively. By pooling investments,
these Partnerships enable major technological breakthroughs that cannot be achieved by individual countries or
companies. More specifically, continued funding is provided to five Public-Public Partnerships®, and seven
Public-Private Partnerships®’ in key sectors such as energy, transport and electronics. In addition, the Council
established another Public-Private Partnership in September 2018, the European High Performance Computing
Joint Undertaking (EuroHPC) %, to which Horizon 2020 will continue to contribute, together with the CEF
programme. EuroHPC is a joint collaboration between European countries and the European Union aiming to
develop and support ultra-fast (‘exascale’) supercomputing by 2022/2023.

3.1.5.2. Research and Training Programme of the European Atomic Energy Community (Euratom Programme)

The Council adopted the extension of the programme to 2019-2020 in October 2018 *°. The Euratom 2019-
2020 programme aims to pursue nuclear research and training activities, with an emphasis on continuous
improvement in the areas of nuclear safety, security and radiation protection. The programme contributes to the
long-term decarbonisation of our energy system. It also provides scientific evidence for policy and promotes
innovation and industrial competitiveness.

The indirect actions of the Euratom Programme focus on two areas: 1) nuclear fission, safety and radiation
protection, and 2) fusion research, which aims to develop magnetic confinement fusion as an energy source. In
the area of nuclear fission and radiation protection, the programme supports the improvement of nuclear safety
and contributes to the development of safe, longer term solutions for the management of nuclear waste. In
addition, support is given to projects focussing on radiation protection and projects developing medical
applications of radiation for diagnosis and treatment of diseases. As regards fusion research, the programme
supports the successful construction and eventual exploitation of the ITER project.

The Euratom Programme for direct actions, implemented by the JRC, contributes to the nuclear safety and
security research required for the safe, secure and peaceful use of nuclear energy and other non-energy
applications of nuclear science. Nuclear safety research is developed in cooperation with EU research
organisations and includes the safety of reactor systems and fuel cycles, nuclear waste management,
decommissioning and emergency preparedness. Research in the field of nuclear security contributes to
strengthening global security architecture mainly in the field of nuclear detection and nuclear forensics.

* Research and Development Programme aimed at supporting research performing small and medium-sized enterprises

(EUROSTARS), ‘European Metrology Programme for Innovation and Research’ (EMPIR), ‘European and Developing
Countries Clinical Trials Partnership Programme’ (EDCTP2), ‘Active and Assisted Living Research and Developing
Programme’ (AAL) and the 'Partnership for Research and Innovation in the Mediterrancan Area' (PRIMA).

Tnnovative Medicines Initiative 2° (IMI2), “Clean Sky 2°, ‘ECSEL’ (electronic components and systems), ‘Bio-Based
Industries’ (BBI), ‘Fuel Cells and Hydrogen 2° (FCH2), ‘SESAR’ (Single European Sky — Air Traffic Management) and
‘Shift2Rail’. The Commission has proposed in January 2018 the establishment of the European High Performance
Computing Joint Undertaking (COM(2018) 8).

* Council Regulation (EU) 2018/1488 of 28 September 2018.

# Council Regulation (Euratom) 2018/1563 of 15 October 2018.
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Erasmus+ represents a strategic investment in people as a critical factor for growth and prosperity. The
programme has contributed to reducing the percentage of 18-24 year olds who have at most only lower-
secondary education and are not enrolled in education or training from 12 % in 2013 to 11 % in 2019, with a
further reduction to below 10 % foreseen by 2020. Furthermore, by 2020 at least 40 % of 30-34 year olds
should be higher education graduates, as compared to 37 % in 2013. The 2018 provisional data shows this
indicator also well on track as the percentage increased to 41 %. The programme will give extended
opportunities to around 800 000 individuals to gain experience abroad in 2020. This number compares to
slightly below 500 000 in 2014 and is expected to bring the number of learning mobility opportunities to over
four million throughout the period 2014-2020%.

Erasmus+ focuses mainly on three types of key action: (1) transnational and international learning mobility of
students, young people, teachers and other staff; (2) co-operation for innovation and good practices, with a
stronger focus on strengthening innovative partnerships between educational institutions and businesses; and
(3) support for policy reform, strengthening the tools and impact of the open methods of co-ordination in the
education, training and youth fields. It also covers specific Jean Monnet support activities stimulating teaching,
research and debates on European integration, and EU-level cooperation in the field of sport. Heading 4
programmes also contribute, to promote the international dimension of higher education. Erasmus+ also
contributes to social cohesion in the Union by supporting in particular disadvantaged young people (11,5 % of
the total number of participants and up to one third in the Youth strand).

In 2020, besides the Erasmus+ structural annual activities, the programme will further contribute to achieving a
European Education Area by 2025: an area where learning mobility would be the norm, where universities can
cooperate seamlessly across borders, where Centres of Vocational Excellence will be contributing to regional
development by providing a highly skilled workforce with labour market relevant skills, where speaking at least
two foreign languages will become more and more frequent, where higher education and school leaving
diplomas (including those from Vocational Education and Training) are automatically and mutually recognised
and where Europe would become a continent of excellence in education and research. In this context, in 2020
projects implemented will include those relating to European universities, Centres of Vocational Excellence,
the European student card and progress towards the transformation and modernisation of European higher
education and training systems.

30 This concerns student mobility, staff mobility, youth workers, participants in youth exchanges, participants in European

Voluntary Service projects, joint degrees and masters (loan guarantees), not including international student and staff mobility
financed under heading 4.
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The Connecting Europe Facility (CEF) supports the implementation of projects aiming to develop, construct or
upgrade infrastructure in the field of transport, energy and telecommunications. More efficient networks will
enable the EU to achieve its targets of a 20 % reduction of greenhouse gas emissions, a 20 % increase in energy
efficiency and raising the share of renewable energy to 20 % by 2020, while ensuring greater solidarity among
Member States. CEF has significantly contributed to the EU target: in transport, 81 % of the total amount of
funding is awarded to lower-emission transport modes, in particular rail and inland waterways. In addition, the
programme funds new technologies aiming at decarbonising transport, in particular alternative fuels and their
deployment along the transport infrastructure. In energy, 40 % of CEF allocations contribute to the
mainstreaming of climate action at programme level with more than half of the total amount of funding
awarded to electricity and smart grids. To maximise the leverage of the EU budget and improve the
complementarity between the CEF and EFSI, a new CEF transport Blending Facility for decarbonisation and
digitalisation of transport was launched in 2019. The facility is based on EUR 200 million budget funds to
leverage financing from the European Investment Bank (EIB), the European Bank for Reconstruction and
Development (EBRD) and National Public Banks (NPBs). Considering the robust take up of EFSI notably in
the Energy sector and the transition towards InvestEU 2021-2027, which will encompass all financial
instruments, a reduction of the CEF financial instruments budget by EUR 200 million (EUR 152,5 million from
Transport and EUR 47,5 million from Energy) is proposed. The margin of heading 1a has been increased by a
corresponding amount.

3.1.10.1.Connecting Europe Facility — Energy

The "Clean Energy For All Europeans" package proposed by the Commission in November 2016 and agreed
by the co-legislators, pursues three main goals: energy efficiency, achieving global leadership in renewable
energies and providing a fair deal for consumers. In this context, ‘CEF-Energy’ is a key instrument providing
the EU budget contribution to achieving the objectives of the Energy Union. It promotes the further integration
of the internal energy market and the interoperability of electricity and gas networks across borders, including
by ensuring that no Member State is isolated from the European network. It enhances EU security of supply and
contributes to sustainable development and protection of the environment by fostering the integration of energy
from renewable sources. In 2020, CEF-Energy funds will be allocated to key priority projects aiming to
increase competitiveness in the internal energy market, enhance Union security of energy supply and contribute
to the development and integration of renewable energy sources.

3.1.10.2.Connecting Europe Facility — Transport

CEF-Transport aims to ensure long term sustainable and efficient transport and enhance interoperability of
transport services. It does so by removing bottlenecks, enhancing rail interoperability, bridging missing links
and improving cross-border sections. Investments in key infrastructure with strong EU added value can
contribute to boosting Europe’s competitiveness, economic growth and job creation. CEF-Transport primarily
targets core network projects. These are the part of the ‘Trans-European Transport Network™ (TEN-T)
identified as most strategically important to achieve an efficient, sustainable, and secure Single European
Transport area. New initiatives will combine grants from CEF-Transport with financing from the EIB, national
promotional banks or private investors to maximise the leverage of private capital in the delivery of innovative,
viable projects. In order to address specific needs of those Member States eligible for the Cohesion Fund in
relation to project preparation and implementation, the budget for the CEF-Transport programme will be topped
up with funds to be transferred from the Cohesion Fund for an amount of EUR 1,8 billion in 2020. These funds
are earmarked exclusively for ‘TEN-T’ infrastructure projects in the Member States eligible for the Cohesion
Fund.

3 COM(2016) 860, 30.11.2016.
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Horizon 2020 payments are expected to increase by 6,7 % (EUR 736,7 million). Payment needs for ongoing
programme implementation (namely the ERC, Future and Emerging Technologies (FET) and the Societal
Challenges) increase further, whereas there are significantly lower needs for the completion of 2007-2013 FP7
(-66,9 % or EUR -306,6 million) due to the closure of a large number of projects in 2019.

Payments for COSME increase by 51,2 % in 2020 relative to 2019. The expected needs will increase, reflecting
the delayed impact of commitments in 2014-2019, in particular for the financial instruments. Payments for the
other heading 1a programmes (with the exception of EFSI still in its phasing-in stage) broadly correspond to the
changes in the profile of the commitments.

Other expenditure comprises non-differentiated administrative expenditure (for which commitments are equal
to payments), payments for pilot projects and preparatory actions, and EU contributions to decentralised
agencies (EUR 402,2 million) under this heading.
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3.2.3.  Investment for growth and jobs

The ‘Investment for growth and jobs’ goal aims to deliver results and achieve the Europe 2020 strategy’s
priorities of smart, sustainable and inclusive growth. With funding from the European Regional Development
Fund (ERDF) and the European Social Fund (ESF), this objective covers (1) less developed regions, whose
gross domestic product (GDP) per capita is less than 75 % of the average GDP of the EU-27"%; (ii) transition
regions, whose GDP per capita is between 75 % and 90 % of the average GDP of the EU-27; and (iii) more
developed regions, whose GDP per capita is above 90 % of the average GDP of the EU-27. With funding from
the Cohesion Fund, the objective also covers those Member States with a Gross National Income (GNI) per
capita below 90 % of the average GNI per capita of the EU-27.

3.2.4.  European territorial cooperation (E1C)

Funding under the ‘European Territorial Cooperation’ goal supports cross-border, trans-national and
interregional cooperation on a range of actions linked to the Europe 2020 strategy. This objective also provides
support for the development of cooperation networks and exchange of experience between regions.

3.2.5.  Youth Employment Initiative (YEI)

In order to support the European Council's Recommendation of 22 April 2013 on establishing a Youth
Guarantee®, the YEI was created to fight youth unemployment in those regions most affected. Half of the
support for the initiative 1s financed by a specific budget line (YEI specific allocation), while at least a
corresponding amount should be financed from targeted investment from the ESF.

A new reprogramming exercise will have to be carried out for the YEI in 2019, following the agreement in the
2019 budgetary procedure to increase the level of commitment appropriations to EUR 350 million.*’ The 2020
level of commitments is in line with the financial programming at EUR 116,7 million, leading to a total
envelope of EUR 4,5 billion for the YEI specific allocation since 2014.

3.2.6. Fund for Furopean Aid to the Most Deprived (FEAD)

The general objective of the FEAD is to promote social cohesion in the Union, reducing by at least 20 million
the number of people at risk of poverty and social exclusion by 2020, whilst complementing — not overlapping
with — the Structural Funds. The Fund aims to contribute to achieving the specific objective of alleviating the
worst forms of poverty, by providing the most deprived persons with food and/or basic material assistance, and
by funding activities targeting the social integration of the most deprived persons. The Fund complements
sustainable national poverty eradication and social inclusion policies, which remain the responsibility of
Member States. The implementation of the FEAD is expected to maintain cruising speed in 2020.

3.2.7.  Financial contribution of the Cohesion Fund to the Connecting Furope Facility (CEF-Transport)

Under the 2014-2020 MFF an amount of EUR 11,3 billion is transferred from the Cohesion Fund (CF) to the
Connecting Europe Facility (CEF-Transport) to finance the completion of transport projects — in particular
cross-border projects — with high European added value. The amount transferred is used to finance projects in
the core transport network or transport projects relating to horizontal priorities in the Member States eligible for
financing from the Cohesion Fund under the CEF. Following several calls for proposals, the envelope was fully
contracted by the end of 2017, respecting the national allocations under the Cohesion Fund. 2020 will be the
second year in which further pre-financing can be requested for actions begun in 2014, 2015 or 2016. 2020 is
also the last year in which it will be possible to launch an additional call to allow reallocation of any unused
resources to new actions.

3 The current EU-28 Member States, excluding Croatia.

9 0J C 120, 26.4.2013.
10 COM(2019)55 final.
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3.2.8.  Structural Reform Support Programme (SRSP)

The EU has identified the implementation of structural reforms among its policy priorities in order to set
recovery on a sustainable path, unlock growth potential, strengthen adjustment capacity and support the process
of convergence. Such reforms must be well-designed, put into legislation and effectively implemented, which
implies addressing structural problems in public administrations, as well as challenges in the economic and
societal domains.

A high uptake of the programme was observed in 2017 and 2018 when the total estimated cost of the requests
for support submitted by the Member States exceeded 3,5 and 5 times (respectively) the available budget. In
order to respond to the higher financing needs for the provision of support for the implementation of structural
reforms and to cater for the need to support those Member States preparing to join the euro area, the financial
allocation of the SRSP has been reinforced by EUR 80 million for the period 2019-2020, bringing its overall
financial envelope for the period 2017-2020 to EUR 222 8 million. According to the political agreement
reached, the financing of the 2019 increase was secured through redeployments from heading 2 and the 2020
increase will be financed under heading 1b using the Global Margin for Commitments (GMC).

3.2.9.  Commitment appropriations for heading 1b

For 2020, total commitment appropriations for heading 1b amount to EUR 58 611,9 million. All figures for the
Structural Funds, the Cohesion Fund and the FEAD are in line with the envelopes set out in the relevant legal
bases.

The breakdown in the allocation between the ERDF and the ESF within each category of region corresponds to
the actual ESF share set out in the operational programmes adopted. This breakdown between the funds, and
even between the various categories of regions, may still be altered if Member States ask for a duly justified
transfer of resources between categories of region within the limits authorised by the Common Provisions
Regulation® (up to 3 % of the total appropriation for a category of regions).

Later in 2019, the Commission will review the performance of the programmes, which will lead either to the
definitive allocation of the performance reserve to the priorities that have achieved their milestones or to
reallocation to other priorities. If the latter, Member States will have to propose programme modifications in
2019.

The total amount proposed for technical assistance at the initiative of the Commission, including the funding of
the SRSP, is below the ceiling of 0,35 % of the total allocation of the funds for the whole period. The margin of
14,8 million which is left under the expenditure ceiling for heading 1b in 2020 will be fully used to reduce the
amount of the GMC needed to finance the reinforcements of the YEI and the SRSP.

3.2.10. Payment appropriations for heading 1b

The proposed level of payment appropriations for the 2014-2020 programmes of EUR 50 042,4 million is
6,4 % higher than the 2019 budget for heading 1b. There are no payment needs for the 2007-2013 programmes
as the closure is planned to be finalised by the end of 2019. The pace of selection of projects on the ground has
caught up to the levels experienced in the previous programming period and stands at 75 % as of January 2019,
while the budgetary implementation has improved significantly. Implementation at cruising speed is expected
to continue in 2019 and 2020.

3.2.10.1. Payments on 2014-2020 programmes

For the ESI Funds programmes of the 2014-2020 period, payment appropriations will cover the annual pre-
financing (corresponding to 3 % of the main allocation) and interim payments.

Joint Statements by the European Parliament, the Council and the Commission, annexed to the legislative resolution adopted
by the European Parliament on 11 September 2018 (TA/2018/0329).
i Regulation (EU) No 1303/2013 of the European Parliament and of the Council of 17 December 2013.
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The rural development policy financed by the European Agricultural Fund for Rural Development (EAFRD),
which is the second CAP pillar, integrates the major policy objectives of the Europe 2020 strategy for smart,
sustainable and inclusive growth. It focuses on a limited number of core priorities to ensure sustainable
development of rural areas. The EAFRD is one of the five European Structural and Investment (ESI) funds
covered by the Common Strategic Framework. EAFRD implementation has undergone a smooth transition
between the previous programming period and the current one. The programmes are being implemented at
cruising speed for both annual and investment measures.

Under the Common Fisheries Policy (CFP) the EU has exclusive competence for the conservation of marine
biological resources, both in EU waters and in relation to international obligations and agreements, including
bilateral fisheries agreements signed with third countries. The European Maritime and Fisheries Fund (EMFF),
which is also part of the ESI funds, helps Member States to meet their obligations under the CFP and supports
the implementation of operational programmes. After a slow start at the beginning of the programming period,
the implementation of the EMFF accelerated significantly in 2018 and is expected to be at full cruising speed in
2019 and 2020.

The LIFE programme enables the Union to combine the so-called 'mainstreaming approach', applied across all
policy areas, with a specific instrument that increases the coherence and the added value of the Union
intervention in the area of environment and climate action. In accordance with its mid-term evaluation, greater
emphasis is now placed on the financing of nature and biodiversity as well as on the mitigation of climate
change. Integrated projects, which implement environmental objectives on a larger territorial scale, have an
important catalytic role, and it is planned to extend this option and, subsequently, the number of such projects.
Furthermore, the European Environment Agency will assume additional responsibilities for environmental
monitoring and reporting, for the verification of CO? emissions from heavy duty vehicles* and for establishing
a framework to facilitate sustainable investment®’. The European Chemicals Agency will be involved in the
development of a database on hazardous substances in products, following the revision of the Waste
Framework Directive®.

The level of commitment appropriations requested for heading 2 (EUR 59 994,9 million) represents an increase
compared to the level of the 2019 budget of EUR 3528 million (0,6 %). This leaves a margin of
EUR 426,1 million under the ceiling of heading 2.

3.3.3.  European Agricultural Guarantee Fund (EAGF) — Market related expenditure and direct payments
EAGTF net balance, financial discipline and crises reserve

The 2020 net balance available for the EAGF, after the net transfer to Rural Development, amounts to
EUR 43 887,1 million. This amount includes a small additional transfer from the EAGF to the EAFRD notified
by one Member State to the Commission®’.

“ Regulation (EU) 2018/956 of the European Parliament and of the Council on the monitoring and reporting of CO2 emissions

from and fuel consumption of new heavy-duty vehicles of 28 June 2018.
Commission proposal for a Regulation of the European Parliament and of the Council on the establishment of a framework
to facilitate sustainable investment (COM(2018) 353 of 24 May 2018).

45

1 Directive (EU) 2018/851 of the European Parliament and of the Council of 30 May 2018 amending Directive 2008/98/EC on
Waste.
47 The exact figure of the EAGF net balance is EUR 43 887,112 million as modified by Commission Regulation (EU) 2019/445

of 19 March 2019. This additional transfer for an amount of EUR 360 000 was notified by Lithuania in accordance with
Article 11(6) of Regulation (EU) No 1307/2013.
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Taking account of an estimated amount of EUR 645,0 million for assigned revenue, the appropriations
requested in the 2020 draft budget stand at EUR 43 531,8 million, which is below the new EAGF net balance.
Therefore, the reduction of direct payments through the financial discipline mechanism will be limited to
establishing the ‘Reserve for crises in the agricultural sector’*® for 2020, for an amount of EUR 478,0 million to
be entered into a separate article in budget chapter 05 03 (‘Direct payments’).

The appropriations for the crisis reserve are intended to provide additional support to finance measures
necessary to address major crises affecting agricultural production or distribution. Unused appropriations of the
crisis reserve in the 2019 budget (EUR 468,7 million) will be carried over to the 2020 budget and used to
reimburse the beneficiaries of direct payments subject to financial discipline in 2020.

Assigned revenue

In accordance with the Financial Regulation® and the Regulation on the financing of the CAP*, certain
operations (mainly conformity and accounting clearance corrections as well as irregularities) generate revenue
assigned to the EAGF that are used to cover part of the needs of specific lines. Because of this assigned

revenue, a distinction has to be made between requested budget appropriations and estimated expenditure
(‘needs’).

Appropriations for the 2020 draft budget are lower than the estimated expenditure because an amount of
EUR 645,0 million in revenue is assigned to the EAGF. The assigned revenue for 2020 is attributed to budget
chapter 0502 for the Operational Funds for Producer Organisations (EUR 150 million on budget item
05 02 08 03) and to budget chapter 05 03 for the Basic Payment Scheme (EUR 495,0 million on budget item
05 03 01 10).

The assigned revenue is considerably lower compared to the 2019 budget (by EUR 433,0 million). This
difference is largely explained by the fact that the assigned revenue in the 2019 budget includes a carry-over
from the 2018 budget for an amount of EUR 444,0 million’', while the 2020 draft budget anticipates only EUR
100,0 million related to financial corrections decisions expected to be taken late in 2019. The use of the
resulting amounts in the same year will not be possible’®. The level of assigned revenue is significantly lower
compared to previous years as deferred amounts resulting from former audit cases have mostly been cleared. As
a result EUR 411,0 million in EAGF financial corrections is expected to be collected in 2020. The other source
of assigned revenue in the 2020 draft budget is the EAGF irregularities (EUR 134,0 million).

*® See Atrticle 25 of Regulation (EU) No 1306/2013.

® Regulation (EU, Euratom) No 2018/1046 of the European Parliament and of the Council of 18 July 2018 on the financial
rules applicable to the general budget of the Union, amending Regulations (EU) No 1296/2013, (EU) No 1301/2013, (EU)
No 1303/2013, (EU) No 1304/2013, (EU) No 1309/2013, (EU) No 1316/2013, (EU) No 223/2014, (EU) No 283/2014, and
Decision No 541/2014/EU and repealing Regulation (EC, Euratom) No 966/2012.

Regulation (EU) No 1306/2013 of the European Parliament and of the Council on the financing, management and
monitoring of the common agricultural policy, in particular Article 43 thercof.

The actual carry-over from 2018 to 2019 was EUR 448.8 million after taking into account some end-of-year transactions not
included at the time of adoption of the 2019 budget.

The bulk of EAGF expenditure is done under shared management for which the cut-off date for declarations by Member
States is 15 October. Expenditure incurred and declared after 15 October will be paid using appropriations from next year’s
budget.
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In addition to the payment appropriations for EMFF operational programmes under shared management,
EUR 79,1 million is included for the EMFF for measures under direct management by the Commission
representing an increase of EUR 9,1 million (+13,0 %). Finally, payment appropriations amounting to
EUR 142,5 million, including appropriations placed in the reserve awaiting the adoption of the relevant
agreements, are planned for the Sustainable Fisheries Partnerships Agreements, Regional Fisheries
Management Organisations and other International Fisheries Organisations.

For LIFE, payment appropriations amounting to EUR 332,0 million are planned in 2020 for the 2014-2020
programmes. Implementation of the LIFE programme is at cruising speed: final payments for the first
completed LIFE projects from 2014 and 2015 have already been made, and initial and interim payments for
newer projects continue to be made.

3.3.9.2. Payments on outstanding commitments (prior to 2014)

Following the substantial progress in the closure of programmes from the previous programming period, all
pre-2014 rural development programmes under the EAFRD should be closed by 2020 and, therefore, no
payment appropriations are needed for outstanding balances.

The European Fisheries Fund (EFF) is also heading towards the closure phase with a significant number of
programmes already being closed during 2019. The 2020 needs for remaining closures of programmes under
shared management are expected to be covered by assigned revenue.

Appropriations of EUR 35,0 million for the LIFE+ programme will mainly be used for closure payments for
projects which started before 2014.
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In 2020, the EU contribution to emergency measures will further support Member States to manage outbreaks
correctly and rapidly. In particular, this action will address the eradication costs of the recent epidemic of avian
influenza which affected a number of Member States as from 2016-2017 and the epidemic of African swine
fever that affected a greater number of Member States as from 2017-2018, potentially resulting in serious
damages to the farming community and the export capacity of the EU. In addition, it will also address the
surveillance and vaccination costs of the epidemic of lumpy skin disease which continued to affect not only
some Member States but also neighbouring third countries (in the Balkans) as from 2017/2018.

3.4.10. Health Programme

The Health Programme supports policy coordination with Member States and key health stakeholders, and
makes progress on the agreed programme objectives and strategic targets, with a view to generating a positive
impact on productivity and competitiveness. The general objectives of the Health Programme are to
complement, support and add value to the policies of Member States to improve the health of EU citizens and
reduce health inequalities by promoting health, encouraging innovation in healthcare, increasing the
sustainability of health systems and protecting citizens from serious cross-border health threats.

3.4.11. Consumer Programme

The aim of the Consumer Programme is to ensure a high level of consumer protection, to empower consumers
and to place the consumer at the heart of the internal market. The programme contributes to protecting the
health, safety and the legal and economic interests of consumers, as well as to promoting their right to
information, education and to organise themselves in order to safeguard their interests. The programme
complements, supports and monitors the policies of the Member States.
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Other expenditure comprises non-differentiated administrative expenditure (for which commitments are equal
to payments), payments for pilot projects and preparatory actions, and EU contributions to decentralised
agencies (EUR 1 2229 million) under this heading.
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3.5.11.3.Guarantee Fund for external actions

The lending operations covered by the Guarantee Fund relate to three different instruments which benefit from
a guarantee from the EU budget: EIB external loans and loan guarantees; Euratom external lending; and EU
macro-financial assistance loans to third countries. Some 86 % of the total outstanding amount covered by the
Guarantee Fund concerns guarantees issued with respect to loans and loan guarantees granted for projects in
third countries by the EIB, macro-financial assistance loans concern close to 14 % and external Euratom loans
0,3 %.

The amount requested for the provisioning of the Guarantee Fund for external actions is a legal requirement,
which is calculated on the basis of the provisions of Council Regulation No 480/2009 establishing a Guarantee
Fund for external actions. The entire amount of EUR 110 million in external assigned revenue which was
attributed to the budget line provisioning the fund according to Article 10 of Decision 466/2014, will be fully
used up in 2020: in 2019, the full provisioning needs of EUR 103,2 million were covered by the use of external
assigned revenue, and the provisioning needs for 2020 take into account the use of the remaining external
assigned revenue available on the line (EUR 6,8 million). The increase in provisioning between the 2019 and
2020 budgets (from EUR 103,2 million to EUR 240,2 million) is mainly due to an increase in the outstanding
amount of EIB loans and, to a lesser extent, of MFA loans.

The reduction in the DB 2020 compared to the financial programming (EUR 30 million) is mainly due to a
lower amount than previously estimated for outstanding macro-financial assistance (MFA) and EIB loans.

3.5.11.4.Union Civil Protection Mechanism (UCPM)

The Union Civil Protection Mechanism aims to ensure the rapid, cost-effective and efficient mobilisation of
European civil protection assistance in case of major emergency in third countries. It has one component in
heading 3 of the budget (see section 3.4.7) to cover actions within the Union and one component in heading 4
for external crises. The legal base for 2014-2020 aims to strengthen the overall approach to disaster
management, including a stronger focus on disaster preparedness and prevention, including in third countries,
and the creation of a voluntary pool of pre-committed response assets that Member States declare available in
principle for EU operations. The Emergency Response Coordination Centre ensures 24/7 operational capacity.

An amendment to the UCPM (rescEU) was adopted in March 2019. Even though an increased number of
actions in third countries is expected following the amendment, the level of needs in the instrument remains
very unpredictable and has been implemented well under budget in the last three years. The commitment
appropriations are therefore reduced by EUR 5 million compared to the financial programming.

3.5.11.5.EU Aid Volunteers Initiative (EUAV)

The objective of the EUAV is to express the Union’s humanitarian values and solidarity with people in need.
The initiative contributes to strengthening the Union's capacity to respond to humanitarian crises and to
building capacity and resilience of vulnerable or disaster-affected communities in third countries. The EUAYV is
a framework, comprising: development of standards for volunteers and for their management and deployment;
certification of sending and hosting organisations; identification and selection of volunteers and their training;
and maintaining a register of EU aid volunteers. Activities also include the actual deployment of EU aid
volunteers in third countries and capacity building of the hosting organisations. The Commission proposes a
reduction by EUR 6,8 million compared to the financial programming.
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For each of the 2014-2020 programmes, the Commission has made a thorough analysis of the delivery
mechanism in the adopted legal bases and taken into consideration the need to stabilise the outstanding
commitments. The Commission estimates that the need for payments on outstanding commitments made prior
to 2014 under heading 4 will amount to 4 % of all operational payments for the heading.

Other expenditure comprises non-differentiated administrative expenditure (for which commitments are equal
to payments), payments for pilot projects and preparatory actions, and EU contributions to the decentralised
agency (EUR 20,9 million) under this heading,
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Total expenditure in 2020 is estimated at EUR 10 324,1 million (an increase of 3,8 % compared to the 2019
budget). This leaves a margin of EUR 929,9 million under the ceiling of heading 5, of which an amount of
EUR 252,0 million is offset for the use of the Contingency Margin for heading 3 mobilised in 2017. The
remaining available margin amounts to EUR 677,9 million for 2020.

3.6.2.  Overview of administrative expenditure by institution

The administrative expenditure of all institutions combined increases by 3,1 % (excluding pensions and
European schools). The proposed increase is 3,5 % for the Commission and 2,7 % for the other institutions. The
main changes in the estimates of the other institutions and the reasons for these are set out below.

Concerning its own section of the budget, the Commission has made further efforts to stabilise (nominal freeze)
all non-salary related expenditure at the level of the 2019 budget, by significantly reducing other administrative
expenditure relating to non-contractual obligations. Excluding exceptional expenditure (Official Journal
transfer from other institutions, reductions in building expenditure made during the conciliation for 2019,
change of mandate of the Commission, changes related to Brexit (Delegation/Representation in the UK),
supplementary aid for people with disabilities, security works in the Berlaymont building and fees and studies
for new building projects in Brussels), the total Commission administrative expenditure increases by 3,1 %
(compared to 3,5 % shown in the table above). This is mainly due to the estimated salary update at the end of
2019 and 2020.

The Commission proposes to stabilise the number of staff, including external personnel, whilst still taking
account of the delegation package to executive agencies, agreed in November 2013,

Moreover, in 2020, the Commission services will redeploy 275 posts internally to meet new priorities. The
Commission has also made progress in modernisation processes primarily in the fields of human resources,
logistics and information and communication technologies which will allow further redeployment towards
political priorities.

The Commission has encouraged all EU institutions and bodies to follow the same rigorous approach when
preparing their estimates, both as regards staffing numbers and administrative expenditure. An overview of the
requested number of establishment plan posts by institution is presented in section 4.2.1 below. As regards
administrative expenditure, the Commission encouraged the other institutions to apply a nominal freeze for all
non-salary related expenditure. This approach has been followed to varying degrees and the section below
describes how the Commission has integrated the 2020 requests of the other institutions into the draft budget®*.

Using the nominal freeze for all non-salary related expenditure as benchmark, while taking into account special
circumstances which may justify certain exceptions, in particular additional needs to strengthen security, the
Commission has adjusted downwards the original draft estimates of the following five institutions:

- European Parliament:

In its Statement of Estimates for the year 2020, adopted during the last plenary meeting of the 8th
legislature in April 2019, the European Parliament included 89 additional posts in its establishment
plan as well as the appropriations for 254 additional contractual agents. Because of the electoral recess,
discussions at the appropriate level on these elements could not take place. As a result, and pending
their confirmation by the incoming European Parliament during the next steps of the budgetary
procedure (i.e. in the European Parliament’s position on the DB 2020 or during conciliation), the
Commission did not include these elements in the DB 2020 but stands ready to review them on the
basis of further assessments and clarifications at a later stage.

o1 Atrticle 314 (1) of the Treaty on the Functioning of the European Union states that: "... each Institution shall ... draw up

estimates of its expenditure for the following financial year. The Commission shall consolidate these estimates in a draft
budget, which may contain different estimates."
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Court of Justice of the European Union:

- The Court's initial request is revised downwards, not integrating the request for 11 additional
establishment plan posts (-EUR 0,5 million).

- Overall, this leads to an increase in the Court's 2020 budget request of 2,5 % compared to 2019,
down from the 2,6 % increase originally requested by the Court.

European Economic and Social Committee:

- The Commission has revised the Committee's initial request downwards by applying a nominal
freeze to non-salary related expenditure following the exchanges between the Committee and the
Commission (-EUR 1,0 million).

- This leads to an increase in the Committee's 2020 budget request of 3,5 % compared to 2019,
down from the 4,2 % increase originally requested by the Committee.

European Committee of the Regions:

- The Committee's initial request is revised downwards by applying a nominal freeze to non-salary
related expenditure (EUR -0,9 million).

- Furthermore, the request is reduced by the amount relating to the Official Journal (EUR 54 731)
as these appropriations are now requested for all Institutions under the Commission’s budget
section.

- Overall, this leads to an increase in the Committee's 2020 budget request of 3,4 % compared to
2019, down from the 4,3 % increase originally requested by the Committee.

European Ombudsman:

- The Ombudsman's initial request is revised downwards by not integrating the request for the
transformation of three contract agent positions into establishment plan posts and by reducing the
appropriations for officials and contract agents accordingly (-EUR 0,3 million).

- Overall, this leads to an increase in the Ombudsman's 2020 budget request of 8,6 % compared to
2019, down from the 11,2 % increase originally requested by the Ombudsman.

The Commission has integrated the original draft estimates of expenditure received from the following
institutions, without any changes:

The Council’s statement of estimates includes exceptional expenditure for the organisation of a
Multilateral EU-Africa Summit (EUR 3,4 million) as well as for a specific project for IT security
(EUR 0,8 million).

The European Court of Auditors' statement of estimates includes exceptional expenditure for a change
in mandate of five Court Members and the financing of audits for agencies and other EU bodies to be
covered by the Court as of 2020 (EUR 1,3 million).

The increase for the European Data Protection Supervisor (EUR 2,9 million) is structural in nature,
since it is almost entirely due to new supervision activities for Eurojust, new responsibilities and
additional workload following the new data protection regulation , future supervision tasks for large-
scale IT Systems and an increase in the workload due to the allocation of new tasks to the European
Data Protection Board (EDPB) for which the EDPS provides the secretariat and assistance These
additional responsibilities also entail a request for 13 additional posts and 7 additional contractual
agents.
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—  Non-salary related expenditure is frozen in nominal terms at the level of 2019, excluding
exceptional expenditure (Official Journal transfer from other institutions, reductions in building
expenditure made during the conciliation for 2019, change of mandate of the Commission,
changes related to Brexit (Delegation/Representation in the UK), supplementary aid for people
with disabilities, security works in the Berlaymont building and fees and studies for new building
projects in Brussels), with different evolutions depending on the particular needs. An increase
of 3,2 % in IT expenditure (IT services and IT hardware and information systems, shown in the
table above) is intended to support the implementation of the European Commission Digital
Strategy. Other significant increases are the increase in social expenditure mainly related to
supplementary aid for people with disabilities (EUR 1,6 million), and the increase of
appropriations required for termination service allowances under article 42.c) of the Staff
Regulations (EUR 2,8 million). These significant increases are offset by considerable savings in
other types of expenditure notably linked to linguistic external services, meetings, committees,
conferences, studies and training.

Pensions:

For staff pensions, the 7,0 % increase in appropriations results from the growing number of
pensioners expected (+4,0 %) and the annual updates estimated (2019 and 2020).

For pensions relating to former Members of the institutions, the 13,3% increase in appropriations
takes into account the different evolution of pensioners expected in each institution and the annual
updates (2019 and 2020). Most of the increase (+ EUR 2.6 million) is due to the expected number of
former MEPs (+ 46 %).

European schools:

The appropriations for the contribution to the European schools (‘Type I'°’, EUR 191,2 million) show
a slight increase of 0,4 % as compared to 2019 (EUR 190,4 million). The increase of the contribution
is due to the integration of the new attractiveness measures®® for the European schools' staff, which is
however almost fully compensated by the fact that the EU institutions and bodies with budgetary and
administrative autonomy are now contributing to the budget of the European schools attended by
children of their staff.

In addition, the European Investment Bank (EIB) has taken the political commitment to cover the
entire education cost of children of their staff in the Luxembourg European schools.

The contribution to the ‘Type II’ European schools amounts to EUR 0,8 million. The contribution is
similar to the 2019 budget.

65
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European schools “Type I” are dedicated European schools, whereas ‘“Type II” European schools are national schools which
offer a curriculum equivalent to European schools.

These measures aim to assure the long-term sustainability of the European schools and to reverse the declining number of
teachers (seconded and locally recruited) willing to pursue their careers in the European schools system.
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3.7.4.  European Union Solidarity Fund

The European Union Solidarity Fund (EUSF) was set up to respond to major natural disasters and to express
European solidarity to disaster-stricken regions within Europe. Financial assistance can be provided both to
Member States and countries engaged in accession negotiations.

In accordance with the conditions of eligibility to the EU Solidarity Fund as detailed in Regulation (EU) No
661/2014°7 the Commission proposes to enter in the draft budget an amount of EUR 50 million in both
commitment and payment appropriations for the EUSF as a source of pre-financing®.

The annual envelope of EUR 597,5 million (EUR 500 million in 2011 prices) available in accordance with
Article 10 of the MFF Regulation will be called upon, once applications for financial assistance received from
member states or candidate countries are assessed positively by the Commission, by means of dedicated draft
amending budgets.

3.7.5.  Flexibility Instrument

The Flexibility Instrument is intended to allow the financing of clearly identified expenditure which could not
be financed within the limits available for one or more headings.

In accordance with Article 11 of the MFF Regulation, the annual portion of the Flexibility Instrument amounts
to EUR 717,0 million for 2020 (EUR 600 million in 2011 prices) to which the remaining amount of
EUR 202,4 million currently available from 2019 should be added.

It is proposed to mobilise EUR 778,1 million to finance the overall needs in heading 3%.
3.7.6.  Global Margin for commitments

The Global Margin for commitments consists of margins left available under the MFF ceilings for commitment
appropriations for the years 2014-2020, to be made available over and above the ceilings established in the
MFF for the years 2016 to 2020 for policy objectives related to growth and employment, in particular youth
employment, and also for migration and security.

In the technical adjustment of the MFF the Commission has calculated the amount available for the Global
Margin for commitments. Of the amount currently available stemming from the unused margin of 2018
(EUR 1 345,1 million”), the Commission proposes to use EUR 141,9 million in the draft budget for 2020 to
finance the continuation of the Youth Employment Initiative as well as the reinforcement of the Structural
Reform Support Programme in heading 1b.

3.7.7.  Contingency Margin

The Contingency Margin is a last-resort instrument to react to unforeseen circumstances. EUR 252,0 million in
heading 5 1s used for offsetting the Contingency Margin mobilised in 2017.

o Regulation (EU) No 661/2014 of the European Parliament and of the Council of 15 May 2014 amending Regulation (EC) No
2012/2002 establishing the European Union Solidarity Fund (OJ L 189, 27.6.2014. p. 143).

o8 COM(2019)252, 5.6.2019.

& COM(2019)251, 5.6.2019.

70 This amount takes account of the use of the Global Margin for commitments in 2019 (EUR 100 million) for the

reinforcement of key programs for the EU competitiveness under heading 1a (Horizon 2020 and Erasmus+), as proposed in
draft amending budget 2/2019 (COM(2019)320, 15.5.2019) .

Policy highlights / 78



4.

HORIZONTAL ISSUES

This section presents the following five horizontal issues for the 2020 draft budget:

An overview of the proposed level of payment appropriations and the evolution of the backlog of
unpaid bills: this section puts the request for payment appropriations for 2020 into the medium-term
context;

Human resources by institution;

Support expenditure outside heading 5: budget lines for technical and administrative assistance,
including expenditure for administrative management under the Research budget and other
expenditure headings;

Bodies set up by the European Union and having legal personality: decentralised agencies, joint
undertakings and joint technology initiatives, the European institute of innovation and technology
(EIT) and executive agencies;

Actions without a specific basic act: this concerns notably programmes, activities and decentralised
agencies for which the basic act is currently outstanding, pilot projects and preparatory actions, and
actions financed under the institutional prerogatives of the Commission.
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4.1. Overview of the proposed level of payments and evolution of the backlog of outstanding payment
claims

This section sets out the Commission's request for payment appropriations in the 2020 draft budget (DB) in the
context of the evolution of payments in this MFF.

4.1.1. 2020 payment level in the medium term context

The evolution of payments since the beginning of the current MFF has primarily been influenced by the
implementation of the cohesion policy. The years 2014 and 2015 ended up with significant abnormal backlogs
(invoices that could not be paid at the end of the year due to insufficient payment appropriations in the annual
budget) due to delayed implementation of the previous MFF and low payment ceilings in the first years of the
current MFF. The years 2016 and 2017 were marked by a significant drop in payments due to the delayed start
of the implementation of the new generation of cohesion programmes. This resulted in a high surplus at the end
of 2016 and a significant reduction of payments in 2017. 2018 was the first year with full implementation of
payments without a need to adjust its level during the year, confirming that cohesion policy implementation had
finally reached cruising speed.

In 2019 this trend will continue. The Member States expect to submit EUR 47,3 billion in interim payment
claims which would lead to EUR 42,6 billion disbursed. Member States forecast have been only marginally
lowered between July 2018 and January 2019 (EUR 3 billion), which also confirms the increasing precision of
the forecasts and predictability of needs. Member States currently forecast to submit around 33 % of their
claims in the last two months of 2019, which confirms the trend of high year-end concentration.

The clearance procedure introduced for the ESI funds means that significant amounts of assigned revenue are
generated (corresponding to the part of the annual pre-financing which is not covered by interim payment
claims during the relevant accounting period). The total amount available for 2019 is EUR 7,7 billion, including
the assigned revenue carried forward automatically from 2018, and is expected to be fully paid up in 2019.

A detailed forecast for the 2019 implementation is included in Working Document V accompanying this draft
budget.

The 2020 draft budget proposes a payment level of EUR 153,6 billion which corresponds to an increase of
EUR 5,1 billion or 3,5 % compared to the 2019 budget. Overall, 99 % of payments of operational expenditure
relate to the new programmes and only 1 % to the pre-2014 programmes.

Heading 1a (Competitiveness for growth and jobs) payments increase by 7,7 % in total, the highest increase of
all headings. This corresponds to a significant increase of the payments for new programmes balanced by a
further decrease of the payments for the pre-2014 programmes. 98 % of payments for operational expenditure
relate to the new programmes.

Heading 1b payments reflect an increase for the new programmes at cruising speed. No payments for the old
programmes are planned as they should be closed in 2019. As a result the overall level of payments for this
heading increases by 6,4 %. An estimated amount of EUR 5,2 billion in assigned revenue is taken into account
when establishing the needs for 2020.

Payments for heading 2 Sustainable Growth: Natural resources increase by 1,1 % mainly due to the increase in
the EAFRD expenditure. The payments for the other funds and programmes in heading 2 increase slightly with
almost all payments relating to the new programmes.

Heading 3 Security and Citizenship increases by 5,6 % compared to the 2019 budget, mainly due to the needs
of the decentralised agencies.

Payments for heading 4 are -4,0% or EUR 1 billion lower than in the 2019 budget. The decrease is
predominantly due to the lower payments for the Facility for Refugees in Turkey for which the second tranche
ends in 2019 as explained in section 3.5. Payments on the pre-2014 heading 4 programmes still represent 4 %
of the payments of operational expenditure but they decrease by 51 % compared to the 2019 budget.

Policy highlights / 80












In a context where rigorous cost savings and continuous efforts to achieve efficiency gains are demanded from
all public administrations, the Commission maintains its commitment to meet the EU's priorities without
increasing establishment plan posts. Delivery of new Commission priorities will be covered through efficiency
gains and redeployment. More efficient ways of working, notably in support functions across the Commission:
HR, Communication, ICT, Logistics, Events and room management, are generating efficiency gains and freeing
resources to serve redeployment needs and political priorities.

Furthermore, the Commission's Statement of Estimates for 2020 includes the ongoing transfer of the delegation
of certain tasks in the 2014-2020 programming period to executive agencies. With a view to ensuring budget
neutrality with regard to administrative expenditure, the human resources ‘freed up’ in the Commission as a
result of the delegation of programme management to executive agencies translate into a reduction in the
number of posts in the Commission’s establishment plans.

To ensure a budgetary neutral transfer of resources to executive agencies, 38 FTE (21 posts freed, one post
frozen and 16 other FTE) were reduced in the Commission, as well as one FTE in the executive agencies. In
terms of staff mix, the increase in the executive agencies mostly consists of contract agents, whereas the
reduction in the Commission is mostly composed of establishment plan posts. As a result, the delegation
exercise leads to a net reduction of establishment plan posts in the Commission and the executive agencies
combined. During the period 2014-2020, the reduction of the corresponding Commission administrative
expenditure more than offsets the increase for the executive agencies, leading to net savings with the delegation
of tasks to executive agencies of EUR 6,8 million. An additional reduction of one post and five FTE is linked to
the creation of the new joint undertaking (EuroHPC) and the transfer of certain tasks from the Commission to
this new body.

The 2020 draft budget also takes into account the additional compensations of nine FTE linked to the staff
increase at the European GNSS agency’ (one post) and the transfer of appropriations currently managed by
Commission departments to the European Fund for Strategic Investments (EFSI), which entails a reduction of
five posts and three other FTE in the Commission.

In 2020, the Commission also proposes to transform 14 posts into appropriations: five in the Commission, five
in the Brussels Office for "Infrastructure and Logistics", three in the Luxembourg Office for "Infrastructure and
Logistics" and one in the Publications Office. The transformation of posts into appropriations: former D-
category posts (prior to the 2004 reform of the Staff Regulation, this category mainly included drivers, ushers
and messengers) becoming vacant will be converted into appropriations for contract agents, as agreed in the
framework of the 2004 reform of the Staff Regulations. This also concerns the gradual return of posts agreed at
the time of the creation of the administrative offices’*, to be converted into contract agents.

The creation of the European Public Prosecutor's Office (EPPO) resulted in the transfer of four establishment
plan posts from OLAF's establishment plan and five FTEs.

Finally, an additional three posts are requested to cater for the gradual phasing-in, by 31 December 2021, of
Irish language translation in line with the Council Regulation 2015/2264 of 3 December 2015.

» Regulation (EU) No 512/2014 of the European Parliament and of the Council of 16 April 2014 amending Regulation (EU)
No 912/2010 setting up the European GNSS Agency (recital 29) (OJ L 150, 20.5.2014, p. 72).

™ Commission decisions of 6 November 2002 establishing the PMO (C(2002)4367), the OIB (C(2002)4368), and the OIL
(C(2002)4369).
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In conclusion, the Commission presents a 2020 draft budget that proposes a reduction of the overall number
of its human resources, with a reduction in the Commission of 35 FTE (-0,1 %), resulting from a decrease of
43 establishment plan posts and an increase of 8 FTE for external personnel, and a net increase of 92 FTE in the
executive agencies, as set out in the table below. Furthermore, 8 posts are transferred from the Council to the
Commission following the transfer of activities linked to the staff management IT tool ‘Sysper’.
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Finally, in relation to its human resources, the Commission regularly monitors the geographical balance,
verifying that staff is recruited on the broadest possible geographical basis from among nationals of Member
States and that there is no significant and unjustified imbalance between nationalities among officials.
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4.3.3.  Administrative expenditure under the Research budget (heading la)

As shown in the summary table 4.3.1 above, administrative expenditure financed under the Research budget
(Horizon 2020, Euratom Research and Training Programme and ITER) includes:

— Research expenditure related to staff (XX 01 05 X1);

— Research expenditure related to external personnel (XX 01 05 X2);

— Research other management expenditure (XX 01 05 X3);

— Direct research other expenditure for new major research infrastructures (10 01 05 X4);
— Research executive agencies (ERCEA, REA and part of EASME and INEA).

As explained in section 4.2.2 above, the number of research establishment plan posts (direct and indirect
actions) and the level of appropriations for research administrative support expenditure should be seen in
connection with the ongoing delegation of implementing tasks to executive agencies.

With that in mind, and given the adjustments due to salary indexations, the evolution of research support
expenditure can be summarised as follows:

- Overall, as compared to the 2019 budget, the requested appropriations for research expenditure related
to staff increase by 1,3 %;

— Appropriations for research expenditure related to external personnel in 2020 increase by (1,7 %);

— Appropriations for other management expenditure remain at the level of the 2019 budget. These
appropriations are used to finance actions such as IT systems directly related with the submission,
evaluation and monitoring of proposals, external audits, workshops and communication activities,
across Horizon 2020. Under the Euratom programme, these appropriations also cover expenditure for
the security of nuclear installations in line with the national regulatory requirements;

— Appropriations for other expenditure for new major research infrastructures (direct research,
EUR 22,1 million) are presented separately, to identify this type of expenditure more clearly. The
amount requested for 2020 increases by 24,3 % to finance the construction of Wing M for the Joint
Research Centre in Karlsruhe in 2020, when the building project is expected to be completed;

— Appropriations for the executive agencies (REA, ERCEA, EASME and INEA) implementing parts of
Horizon 2020 increase by 5,9 %. This reflects the further delegation of implementing tasks to these
agencies (see section 4.4.4 below).
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4.4. Bodies set up by the European Union and having legal personality

Key budgetary information for all EU bodies (decentralised agencies, executive agencies, joint undertakings,
joint technology initiatives and the EIT) is provided in section 5.4. Furthermore, Working Document III
accompanying the 2020 DB presents detailed information on ‘agencies’, with a transparent presentation of the
revenue, expenditure and staff levels of various Union bodies.

4.4.1.  Decentralised agencies

As part of the preparation of the 2020 DB, the Commission has made a thorough assessment of the needs for
each decentralised agency. The proposed level of the EU contribution and the staffing level of individual
agencies reflect their stage of development. The classification of agencies as ‘cruising speed’, ‘new tasks’ and
‘start-up phase’ agencies has an impact on the growth of their EU contributions and staffing levels: typically,
agencies which have recently been created or have recently been assigned new tasks require additional
appropriations and additional staff, to carry out tasks related to their new or recently extended mandates,
whereas cruising speed agencies have stable structures and budgets, and should therefore pursue rationalisation
efforts (even when confronted by new policy developments). The 2020 DB contains two new bodies in start-up
phase: the European Public Prosecutor’s Office (EPPO), which will be set up under enhanced cooperation as
agreed in October 2017, and the European Labour Authority (ELA), as agreed in February 2019.

The 2020 DB request for decentralised agency staffing and appropriations uses as a starting point the
Commission Communication on the programming of human and financial resources for decentralised agencies
2014-2020". Further to the completion in the 2018 budget of the 5 % staff reduction over five years, as laid
down in point 27 of the Interinstitutional Agreement of 2 December 2013, the aim is to stabilise total staffing
levels in agencies while still allowing certain agencies to increase their staffing numbers in order to carry out
their new tasks.

Establishment plan posts: new developments — comparison with 2019
In preparing the 2020 DB, the Commission has taken account of the following developments:

- Migration and security response: the 2020 DB consolidates the additional posts authorised since 2015
for the agencies most concerned by the migration and security response (Frontex, EASO, Europol and
eu-LISA). The total number of posts for the migration response increases from 1 054 posts authorised
for this purpose in the 2019 budget to 1 347 posts in the 2020 DB. Moreover, the total number of posts
for the security response increases from 128 posts authorised in the 2019 budget to 168 posts in the
2020 DB.

- EASA pilot case: the treatment of the European Union Aviation Safety Agency (EASA) as a pilot case
to allow for some flexibility in its annual number of fee-financed posts to respond to fluctuations in
workload from industry, has led to 36 additional posts in the 2019 budget. Taking into account EASA's
expected workload in 2020, the number of additional posts remains stable at 36 in the 2020 DB.

— Top-ups agreed by the Council and the European Parliament: the outcome of the annual budget
procedures 2014-2019 led to an overall net increase of 98 posts compared to the number of posts set
out in the Commission Communication for 2019. As in previous years, these additional posts have
been carried forward into the 2020 DB.

As shown in more detail in the decentralised agency overview table (section 5.4), the total number of
establishment plan posts across all agencies’® foreseen for 2020 amounts to 7 578.

> COM(2013)519, 10.7.2013.
7 Including the two fully self-financed agencies ‘European Union Intellectual Property Office’ (EUIPO, formerly OHIM) and
‘Community Plant Variety Office’ (CPVO), and excluding the SRB, the EPPO and the ELA.
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This section provides an overview of the evolution of agency posts since 2013, against the background of the
original staff reduction target and the new developments since then, in particular in the field of migration and
security.

The original staff reduction target was planned to be achieved over a period of five years (2014-2018), followed
by broadly stable staff numbers in the final years of the 2014-2020 MFF period. The original programming
explicitly addressed the growing needs of the GSA agency (which were partially covered posts transferred from
the Commission) and ECHA-Biocides activities in 2019-2020. The total number of agency posts authorised in
the 2013 budget (6 050) provided the baseline for the 5 % staff reduction target to be achieved. Therefore, the 5
% reduction would have translated into a target number of posts to be reduced of 303. However, the reduction
of 27 posts in ECHA-Chemicals activities, EMSA, ERA, ECDC, EFSA and the Translation Centre (CdT) in
2013 led to a total target for the period 2014-2020 of -276 posts. Out of these 276 posts to be reduced, 30 posts
are gradually being transferred from the Commission to the European GNSS Agency (GSA), in light of its new
tasks in the management of the Galileo and EGNOS programmes. The full number of 30 posts will be
transferred by 2020 and consequently, the reduction target for 2020 amounts to -246 posts.

Overall, the combined effect of the new policy developments concerning the migration/security response, new
legislative proposals, specific top-ups agreed by Council and Parliament in the annual budget procedure, and
EASA pilot case with fee-financed activities, lead to a combined increase of 1774 posts over the period
compared to the initial programming. These new developments concern roughly half of the 32 agencies; in
other words, for the other half of the agencies the original Commission programming has been followed. As set
out in the Communication, the creation of the EPPO and the ELA as completely new bodies is outside the scope
of the 5 % staff reduction target for the agencies.

Policy highlights / 95









- The Commission proposal to transform EASO into the EU Agency for Asylum®? which requires a
reinforcement of the EU contribution to the current EASO agency by EUR 42,1 million as compared
to the 2019 budget. The proposed level of funding for EASO in 2020 corresponds to the agency’s
request, and provides a middle ground between the existing financial programming for 2020 and the
additional appropriations foreseen for EASO under its enhanced mandate as proposed in September
2018.

- The reduction in the EU contribution to eu-LISA of EUR -55,6 million as compared to the 2019
budget reflects the annual profile of the development of the large-scale IT systems, in particular for the
Entry/Exit System, ETIAS and the strengthened interoperability of the systems. The proposed level of
the EU contribution includes an additional amount of EUR 15,0 million as compared to the financial
programming to cover the costs of new TESTA (Trans European Services for Telematics between
Administrations) network connections.

In addition, as compared to the authorised budget 2019, an important increase (+ EUR 25,0 million) relates to
EFSA’s new mandate in relation to the revision of the general food law, as agreed in February 2019. Moreover,
the funding needs for the start-up phase of the EPPO and the ELA are estimated at EUR 8,4 million and
EUR 15,7 million, respectively.

Finally, the 2020 draft budget also takes account of the relocation of the European Medicines Agency (EMA)
and the European Banking Authority (EBA) from London to Amsterdam and Paris, respectively. Based on
current information, the direct additional funding needs to be channelled through the EU budget in 2020 are
mainly linked to the buildings in London:

— Overall, the EU balancing contribution to EMA is EUR 6,2 million above the financial programming
for 2020, to cover the full financing of the EUR 62 million of financial inducements to the sub-tenant
for the period 2019-2020, as set out in the building file for the London building presented to the
European Parliament and the Council in March 2019.

- The EU budget contribution to EBA contains some EUR 2,1 million to cover relocation costs, in
particular to allow for the financing of dilapidation costs and the partial repayment of the rent-free
period agreed under the lease contract for the EBA premises in London.

The Commission will keep the evolution of relocation costs under review, in close cooperation with the
agencies, and will propose corrective measures if necessary.

4.4.2.  Joint undertakings and joint technology initiatives

Section 5.4.2 presents an overview table for the two joint undertakings (JU) and seven joint technology
initiatives (JTT).

Compared to the 2019 budget, the total EU contribution to the JUs and JTIs requested in the 2020 DB increases
by 3,4 % to EUR 1 793,1 million. The JUs/JTIs with the biggest increases in their envelopes in 2020 are Euro
HPC (EUR 87,1 million), Clean Sky2 (EUR 20,7 million), ECSEL (EUR 15,9 million) and Sesar2
(EUR 10,8 million). These increases are partially offset by a decrease in the envelope of the Bio-Based
Industries JTI (EUR 59,7 million) and Fusion for Energy (EUR 39,7 million).

8 COM(2016)271, 4.5.2016.

Policy highlights / 98



Relative to the financial programming the proposed DB 2020 envelope for JUs/JTIs decreases by
EUR 155,9 million. This decrease is mainly a result of the reduction of the Bio-Based Industries JTT (BBI) by
EUR 136,2 million as a result of measures taken since the Bio-Based Industries consortium is not honouring its
cash contribution to BBI's operational expenditure. Also contributing to the decrease are Sesar2 and Shift2Rail
(S2R) with EUR 14,2 million and EUR 9,4 million reduction respectively, so as to align the EU contribution
with the ceiling foreseen in their legal bases. The Fusion for Energy (ITER-F4E) envelope is however
EUR 4,7 million above the financial programming because of savings achieved on the ITER administrative
lines in the Commission.

The running costs lines of all Horizon 2020 JUs/JTIs in the 2020 budget include a frontloaded amount intended
to cover the administrative costs relating to the implementation of outstanding 2014-2020 commitments, in the
post-2020 period. This frontloading was included in the 2020 financial programming for all JTIs/JUs with the
exception of Sesar and S2R for which the approach has now been aligned in the 2020 draft budget proposal.
The staffing of the existing JTIs and JUs remains stable overall.

4.4.3.  European institute of innovation and technology (EIT)

Section 5.4.3 presents an overview table for the EIT. In line with the financial programming, the foreseen EU
contribution to EIT increases from EUR 456,1 million in 2019 to EUR 496,7 million in the 2020 DB. The
staffing level of EIT remains stable.

The EU contribution to the EIT relates largely to operational expenditure, principally through the Knowledge
and Innovation Communities (KICs), set up to promote and integrate higher education, research and innovation
of the highest standards. Under Horizon 2020, six KICs became operational in 2016, focused on sustainable
energy (KIC InnoEnergy), climate change mitigation and adaptation (Climate KIC), information and
communication technologies (EIT Digital), healthy living and active ageing (EIT Health), sustainable
exploration, extraction, processing, recycling and substitution (EIT Raw Materials), Food4Future — sustainable
supply chain from resources to consumers (EIT Food). Two remaining KICs in the fields of added-value
manufacturing (EIT Manufacturing) and urban mobility were selected at the end of 2018. They have one year to
complete their set-up and should be fully operational in 2020.

4.4.4.  Executive agencies

Section 5.4.4 presents an overview for the six executive agencies, both for the EU contribution to the agencies
from the operational programmes they manage, and for their establishment plans and external personnel.

In 2020, the Commission will maintain intensive use of executive agencies in the management of the 2014-
2020 spending programmes, by delegating implementing tasks to executive agencies when they can bring
higher efficiency and effectiveness as compared to ‘in-house’ management in the Commission. The staffing and
subsidy levels foreseen for the agencies in the 2020 DB are in line with the Commission’s ‘delegation
package’™ for the 2014-2020 period, taking account of the following developments:

- The additional delegation of activities in previous years, specifically the delegation to CHAFEA®* and
EASME® as from 2015; to EACEA®* and REA" as from 2016.

8 Further to the agreement on the delegation reached in November 2013, the six executive agencies were re-established

through Commission implementing Decisions in December 2013, as follows: EASME (OJ L 341, 18.12.2013); CHAFEA
(OJ L 341, 18.12.2013); EACEA (OJ L 343, 19.12.2013); REA (OJ L 346, 20.12.2013); ERCEA (OJ L 346, 20.12.2013);
and INEA (OJ L 352, 24.12.2013).

8 COM 2014/927/EU of 17.12.2014.

& C(2014)6944 of 2.10.2014.

86 C(2016)401 of 1.02.2016 amending Commission Decision C(2013)9189.

& C(2015)8754 of 11.12.2015, amending Commission Decision C(2013)9418.
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5.3. Climate tracking and biodiversity
5.3.1.  Climate action

Climate action is a key priority for the Commission, as also set out in the ‘Europe 2020 strategy’. To respond to
the challenges and investment needs related to climate action, the European Commission proposed to
mainstream climate action in the 2014-2020 multiannual financial framework (MFF) and ensure that at least
20% of EU expenditure is climate related”'. This approach was endorsed by the European Council on
8 February 2013 and confirmed by the European Parliament in its resolution on the MFF 2014-2020 of 13
March 2013. Through this mainstreaming into different policies, at least 20 % of the EU budget expenditure in
the 2014-2020 MFF should be climate-related”®. The Commission has proposed to increase this percentage to
25 % in the 2021-2027 MFF.

Starting from draft budget 2014, the annual financing commitments towards the 20 % objective are tracked and
reported in the framework of the annual budgetary procedure. The mid-term revision of the multiannual
financial framework took stock of cumulative progress and provided consolidated information on the relevant
programmes over the full programming period”. The European Court of Auditors also published a special
report’* on progress towards integrating climate in the EU budget, and the European Parliament and the Council
have expressed their views on the progress.

In order to contribute to building a low-carbon, resource-efficient and climate-resilient economy, climate action
objectives and relevant performance measures have been included in the relevant legal bases for the 2014-2020
MFF. Building upon these provisions, a common tracking methodology for climate-related expenditure has
been integrated in the existing methodology for measuring performance used for EU programmes. The climate
tracking is done using EU climate markers, which adapted the OECD's development assistance tracking ‘Rio
markers’ to provide for quantified financial data. EU climate markers reflect the specificities of each policy
area, and assign three categories of weighting to activities on the basis of whether the support makes a
significant (100 %), a moderate (40 %) or insignificant (0 %) contribution towards climate change objectives.

Table 1 below incorporates forecasts for draft budget 2020. Table 2 presents consolidated and updated
information for the expenditures adopted and programmed for the whole 2014-2020 programming period.

The figures show that the total contribution to climate mainstreaming 1is expected to reach
EUR 34 451,8 million in 2020 (or 21,0 % of proposed total commitment appropriations) compared to
EUR 33 809,9 million in 2019 (or 20,9 % of total commitment appropriations). On average, the EU budget
trend would deliver 19,7 % for the MFF period.

o1 Communication ‘A Budget for Europe 2020 COM(2011) 500, 29.6.2011.

- According to the conclusions of the European Council on 7-8 February 2013 “climate action objectives will represent at least
20% of EU spending in the period 2014-2020 and therefore be reflected in appropriate instruments (..).
http://data.consilium.curopa.cw/doc/document/ST-37-2013-INIT/en/pdf.

Staff Working Document (2016) 299 accompanying the mid-term revision of the multiannual financial framework.

Special report No 31/2016: Spending at least one euro in every five from the EU budget on climate action: ambitious work
underway, but at serious risk of falling short.
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5.3.4.  Biodiversity

Protecting biodiversity and strengthening the resilience of ecosystems are indispensable for achieving our
sustainable growth objectives. As foreseen in the Commission Communication ‘A budget for Europe 2020°,
financing the EU Biodiversity Strategy to 2020°° and its objective to halt and reverse the decline of biodiversity
in the EU requires the mainstreaming of biodiversity throughout the EU budget, both within the EU via the
main funding instruments and through external action funding.

On the external front, the EU, along with other participating parties at the 12th meeting of the Conference of the
Parties to the ‘United Nations Convention on Biological Diversity’ (CBD COP12) in October 2014 in
Pyeongchang, confirmed its commitment to an overall substantial increase of total biodiversity-related funding
from a variety of sources, and in particular to double total biodiversity-related international financial flows to
developing countries by 2015 and at least maintain this level until 2020”".

Parties also committed themselves to mobilising domestic financial resources from all sources to reduce the gap
between identified needs and available resources at domestic level, and to report on and monitor the resources
mobilised for biodiversity domestically and internationally.

To maximise synergies between different policy objectives, a tracking procedure for biodiversity-related
expenditure similar to that proposed for climate-related spending has been developed and integrated in the
existing methodology for measuring performance used for EU programmes. The biodiversity tracking
methodology is largely based on the ‘Rio markers’ established by the OECD (see section 6.3.1 above), whilst
taking into account the specificities of each policy area”. This methodology was applied to the extent possible
ex post for reporting to the Convention on Biological Biodiversity (CBD)*, including in the recent 6™ National
Report to CBD which addresses international and domestic flows.

The table 1 below incorporates forecasts for the draft budget 2020 and the updated figures for 2019. The figures
show that the total contribution to mainstreaming biodiversity is expected to be EUR 13 591,3 million in 2020
(or 8,3 % of proposed total commitment appropriations) compared to EUR 13 420,4 million in 2019 (or 8,3 %
of total commitment appropriations).

Based on the experience of reporting to the CBD, the Commission will continue to improve the biodiversity
tracking methodology and will update estimates in future communications where relevant.

Table 2 below provides consolidated and updated information for the expenditures adopted and programmed
for the whole 2014-2020 programming period.

% ‘Our life insurance, our natural capital: an EU biodiversity strategy to 2020°, COM(2011) 244, 3.5.2011.

77 See full text in the CBD COP12 decision XI1/3, article 1: https://www.cbd.int/decision/cop/default.shtml?id=13366.
% http://ec.europa.cu/environment/nature/biodiversity/financing_en htm.
» See and https://chm.cbd.int/search/reporting-map?filter=resourceMobilisation.
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5.4. Bodies set up by the European Union and having legal personality

5.4.1.  Decentralised agencies
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5.4.2.  Joint undertakings and joint technology initiatives
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The third resource results from the application of a uniform rate to Member States’ value added tax (VAT)
bases. The uniform rate is according to Article 2(4) of the Council Decision 2014/335° ((ORD 2014), entered
into force retroactively from 2014 onwards) set at 0,30 %. The rate is applied to VAT bases that are restricted
(capped) to 50 % of the same Member State’s GNI base. For the period 2014-2020 the rate of call is reduced to
0,15 % for Germany, the Netherlands and Sweden.

The fourth resource, the ‘balancing’ resource, results from the application of a uniform rate to Member States’
GNI base, which is calculated in such a way as to cover the balance of total expenditure not covered by the
other resources. In 2020 Denmark, the Netherlands and Sweden benefit from an annual gross reduction in their
GNI-based contribution of EUR 130 million, EUR 695 million and EUR 185 million respectively*.

The mechanism for the correction of budgetary imbalances agreed in Fontainebleau in 1984 remains in force,
with appropriate adjustments to allow for the capping of the VAT bases, the introduction of the GNI resource,
the increase in the percentage of traditional own resources retained by Member States as well as enlargements
as of 2004. This correction mechanism only benefits the United Kingdom and is financed on the basis of the
GNI bases scale (the United Kingdom being excluded from the financing of its own correction and the
financing shares of Austria, Germany, the Netherlands and Sweden being reduced to one fourth of their normal
share).

2. OWN RESOURCES FORECASTS FOR 2020

The 2020 forecasts of traditional own resources to be collected as well as of the VAT and GNI bases were
adopted at a meeting of the Advisory Committee on Own Resources (ACOR) on 24 May 2019 and included in
the DB 2020. Representatives of the 28 Member States and the Commission participated in the meeting. The
Commission's forecasting methodology is explained below. However, the final adopted forecasts for the VAT
and GNI bases are the result of a compromise between the Commission's forecasts and the forecasts supplied by
Member States.

2.1. Traditional own resources

Sugar sector levies

As from 2018 the sugar levies no longer apply”.
Customs dufties

The forecast amount of total EU customs duties to be collected in 2020 amounts to EUR 22 156,9 million (after
deduction of 20 % retained by Member States as collection costs). This represents an increase by 3,19 %
compared to the forecast amount in the budget 2019 (i.e. EUR 21 471,1 million). Customs duties for 2020 are
projected based on the results of the traditional ACOR forecast method for 2019 (EUR 21 206,0 million). In
line with the traditional forecast method, the customs duties per Member State forecast for 2019 are multiplied
by the respective projected growth rate 2019-2020 of extra EU imports of goods (for the EU as a whole
+4,63 %), assuming a constant average tariff.

2.2, Value Added Tax (VAT) bases

The EU uncapped VAT base for 2020 is forecasted to be at EUR 7 376 556,2 million. This represents an
increase by 6,51 % compared to the corresponding forecast of EUR 6 925 637,5 million used as a basis in the
budget 2019.

Five Member States (Croatia, Cyprus, Luxembourg, Malta and Portugal) will have their VAT bases capped at
50 % of their respective GNI base in 2020.

? OJL 168, 7.6.2014, p. 105.
N Atticle 2(5) of Council Decision 2014/335 (OJ L 168, 7.6.2014).
3 Article 124 of Regulation 1308/2013 (20.12.2013, L 347, p. 671).
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2.5. Member States’ own resources payments

The distribution between Member States of the total own resources payments needed to finance the 2020
budget is the result of the budgetary forecast of traditional own resources, of the VAT and GNI bases, and of
the 2019 UK correction as described above.

The own resources payments by Member State are set out in the table below.

The 28 Member States will — in principle (yet the Commission may ask Member States to bring forward
monthly payments in the first six months of the year, leading to a corresponding decrease later in the year) —
pay one twelfth of the annual amounts of the VAT- and GNI-based resources as well as of the
2019 UK correction and the Gross reduction indicated in the financing table of the 2020 budget each month
between January and December 2020.

As for the traditional own resources Member States will pay 80 % of what they will actually collect and not
what is indicated in the financing tables. The forecast total EU amount of traditional own resources indicated in
the table serves only to determine the total EU amount to call of the ‘balancing resource’ — the GNI resource.
The Member States' breakdown provided in the tables below is purely indicative.

Revenue — Analysis by title / 568






3. OTHER REVENUE
The surpluses, balances and adjustments (title 3) comprise notably:

- the possible surplus from the 2019 exercise, which will be treated in accordance with the Financial
Regulation; at the stage of the DB, it is proposed as a p.m. entry (i.e. no specific amount is written in);

— the possible repayment of a surplus from the Guarantee Fund for external actions; at the stage of the
DB a p.m. entry is proposed;

- the VAT own resources balances for the year n-1 and corrections to the VAT balances for earlier
years. The balance consists of the difference between the provisional payments and the amount due by
reference to the actual bases communicated to the Commission by 31 July of the year n. The balance
can be positive or negative.

- the balance of the additional resource (the GNI resource) for the year n-1 and corrections to the
balances for earlier years. The balance comprises the difference between the provisional payments and
the amount due in accordance with the figures on actual GNI sent to the Commission by 22 September
of the year n. The balance can be positive or negative.

- the result of the calculation for the netting of adjustments to the VAT and GNI-based resources of
previous financial years.

— considering the redistribution of the overall amount of VAT and GNI adjustments a p.m. entry is
proposed for the net VAT and GNI balances.

Title 4 comprises the deductions from staff remunerations, which are the proceeds of the tax on salaries and
pensions, staff contributions to the pension scheme, transfer or purchase of pension rights by staff and proceeds
from the special levy on the salaries.

Title 5 corresponds to revenue accruing from the administrative operation of the institutions, such as revenue
from investments or loans, bank and other interest, and proceeds from the sale of publications or from letting
and hiring.

Title 6 consists of inter alia, revenue deriving from contributions by third parties to certain EU programmes,
repayment of miscellaneous expenditure (e.g. unused EU aid), revenue in respect of services supplied against
payment and contributions in connection with the European Economic Area and other agreements as well as
any repayment of EU financial assistance, which cannot be re-used. Title 6 also records the revenue concerning
the European Agricultural Guarantee Fund (EAGF) and the European Agricultural Fund for Rural Development
(EAFRD).

Any delay in the payment of own resources by the Member States gives rise to interest, which is entered in
Title 7, together with the fines which the Commission may impose on firms and groups of firms for not
respecting bans or not carrying out their obligations under the rules on competition or transport.

Title 8 records capital repayments and interest payments on loans granted by the Commission, notably those
under financial protocols. Revenue from EU financial operations from borrowed funds and the contribution
from the general budget, in the form of both guarantees and appropriations for interest subsidies, are also
recorded under this title.

Finally, the miscellaneous revenue appears in Title 9.
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