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Foreword

The 2014 EU budget is the first budget implemented
under the 2014-2020 multiannual financial frame-
work. It came in a still difficult economic and financial
environment: while there were some encouraging signs
of post-crisis recovery, growth remained slow to pick
up. In this context and with ongoing restraint in pub-
lic spending, the EU budget remains an indispensable
source of funding for most Member States — in many
cases, the main source of investment. The EU’s main
objective is therefore to emphasise growth, jobs and

‘ competitiveness.

The 2014 EU budget set out EUR 143 billion in commitment appropriations, represent-
ing around 1 % of EU gross national income (GNI). For the first time in EU history, the
budget agreed by the European Parliament and EU Member States was lower than the
previous years. This came despite the fact that the number of Member States had
significantly increased during the two previous programming periods (2000-2006 and
2007-2013), and that the EU had continued taking on duties and competences. The
EU is asked to do more with less, which requires setting clear priorities for its budget.

Over 90 % of total commitments in 2014 are invested directly in Member States.
Funding is allocated to thousands of projects, supporting regions and cities, business-
es, small and medium enterprises, researchers and students. The budget contributes
to building better transport, energy and digital infrastructure, protecting the environ-
ment, improving education and training, stimulating innovation, and increasing social
cohesion. EU funds help make Europe more competitive, better connected, less energy
dependent and better adapted to the digital age. Addressing the unprecedented level
of youth unemployment in the EU also remains a key priority. And with conflicts and
crises in our neighbourhood, we have to deal with a growing refugee crisis by showing
solidarity with those seeking refuge and solidarity amongst Member States. The EU
also uses its financial clout to maintain and further develop its role as a strong global
actor, including remaining collectively the world’s largest aid donor.

Most of the payments made to Member States in 2014 related to programmes from
the previous programming period. The new programmes from the 2014-2020 multi-
annual financial framework largely began being implemented in late 2014. They are
subject to new rules that put an even stronger emphasis on results. For instance, the
conditions placed on EU funding allocated under cohesion policy mean that only pro-
jects that can demonstrate real potential to achieve tangible and measurable social or
economic effects will now receive funding.

Before | took over in the new Commission, three EU Commissioners were responsible
at one point or another for the EU budget in 2014. So | would like to thank my prede-
cessors Janusz Lewandowski, Andris Piebalgs and Jacek Dominik for their hard work.
Through their management of the budget, they ensured effective planning, results-fo-
cused spending and increased transparency and accountability.
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As Vice-President of the European Commission responsible for the EU budaget, | will
ensure that the financial resources of the Union are used in the best possible way for
the benefit of the European people. That includes using the budget to unlock further
investment. In late 2014, Commission President Juncker presented an ambitious In-
vestment Plan for Europe, designed to revive the EU economy by mobilising at least
EUR 315 billion of public and private capital over the next 3 years. The EU budget
provides the guarantee for the European Fund for Strategic Investments that is the
cornerstone of the plan. Furthermore, the Commission’s intention is to align EU budget
funding with the priorities set for this fund, to ensure that this initiative delivers sig-
nificant results in terms of economic growth, competitiveness, job creation and the
wellbeing of EU citizens.

Over the course of the year, the EU also continued simplifying its procedures and re-
ducing red tape in order to make it easier to access EU funding, while ensuring full
transparency and accountability. In times when finances are stretched, the EU must
spend responsibly and be able to demonstrate clearly to taxpayers that their money is
making a real difference. The EU budget must be more focused on results.

Having faced the worst financial and economic crisis since its founding, the EU is on
the right track to restoring its economic strength, financial stability and high level of
social responsibility. The EU budget is for all of the more than 500 million EU citizens.
Its positive effects are visible for all to see, in every comer of Europe and beyond.

Kristalina Georgieva
Vice-President for Budget and Human Resources, European Commission
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Executive summary:
The EU budget in 2014

The 2014 EU budget was the first one to be implemented under the 2014-2020 multi-
annual financial framework (MFF). It was also the first budget in EU history that was
lower than the previous year’s.

It amounted to EUR 143 billion in commitments, representing around 1 9% of EU gross
national income (GNI), and EUR 139 billion in payments.

The 2014 budget had a transitional character as it was at the crossroads of two pro-
gramming periods: the 2014-2020 programmes needed to start swiftly while the
2007-2013 programmes had to be finalised, thus leading to a record level of payment
needs to honour past commitments.

It was more than ever an ‘investment tool’. In many EU Member States it was even the
main source of investment. It focused primarily on boosting growth, jobs and invest-
ment, for example through the creation of the Youth Employment Initiative targeting
young people who were not already working, studying or training. It also supported
enhanced access of small and medium-sized enterprises (SMEs) to finance via a new
programme, ‘Competitiveness of enterprises and small and medium-sized enterprises’
(COSME).

Moreover, during this year all EU institutions continued to reduce their staff levels by
1 % so as to meet the 5 % staff reduction target over 5 years.
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Multiannual financial framework: the EU’s long-term
spending plan

Since 1988, EU leaders have agreed on long-term spending plans (multiannual finan-
cial frameworks) that provide a stable basis for the appropriate planning and imple-
mentation of programmes throughout a period of at least 5 years. The current financial
framework is the first agreed under the Lisbon Treaty and covers 7 years: from 2014
to 2020. It is structured around five categories of expenditure (‘headings’), which cor-
respond to different areas of EU activities.

When negotiating the EU budget of a given year, the EU institutions have to respect
some annual limits (also known as ‘ceilings’). These are the annual limits that the cur-
rent multiannual framework sets for both the commitments (legal pledges to finance
specific initiatives) and the payments (actual money to be paid from the EU budget to
the beneficiaries) for each of the 7 years.

The 2014-2020 financial framework set an overall ceiling of EUR 1 082 555 mil-
lion for commitments, which represent 1.04 % of the EU’s gross national
income (GNI). The ceiling for payments was EUR 1 023 954 million, or 0.99 %
of GNI.

For the first time, the current multiannual financial framework has lower ceilings for
commitments and payments than the previous one. There are, however, some ‘reserves’
that can be mobilised in case of unforeseen events such as crisis and emergency situ-
ations: the Emergency Aid Reserve, which finances humanitarian, civilian crisis man-
agement and protection operations in non-EU countries; the EU Solidarity Fund, which
releases emergency financial aid following a major disaster in a Member State or candi-
date country; the Flexibility Instrument, which can provide additional funding for a given
year for clearly identified expenses that cannot be covered by the EU budget without
exceeding the ceilings; and the European Globalisation Adjustment Fund, which helps
workers reintegrate into the labour market after they have been made redundant.

The 2014-2020 financial framework gives the EU even more flexibility to find money
whenever needed via: the contingency margin (a last resort instrument to react to
unforeseen circumstances amounting to 0.03 % of the EU’s GNI), the global margin
for commitments (the difference between the final adopted budget and the ceiling
of a given year) and the global margin for payments (the difference between the ex-
ecuted payments and the payment ceilings of a given year).

For example, the European Commission made use of the ‘contingency margin’ to
make up for the particularly low level of payments in 2014 (due to the lower ceiling
set by the multiannual financial framework for that year and the increasing level of
bills that had to be paid from the past programming period).

Comparison of ceilings 2007-2020 (in 2011 prices - billion EUR)
150

140

130

120 Contingency margin
2015 revision
2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

110

Ceiling commitment appropriations Ceiling payment appropriations
Payment appropriations — — = (eiling reduced by contingency margin
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Comparison of payments appropriations in 2013, 2014 and 2015 (million EUR)

Headings (2014-2020 MFF) Implementation  Implementation  Change compared  Budget 2015 (3)  Change compared
2013 (2) 2014 102013 102014

1.A Competitiveness for growth and jobs 12653 11848 -6.4% 15910 343%
1.8 Economic, social and territorial cohesion 56321 54149 -39% 51141 -5.6%
2. Sustainable growth: natural resources 57773 55083 -4.7% 56901 33%
3. Security and ditizenship 1876 1656 -117% 1868 12.8%
4. Global Europe 6808 6909 1.5% 7464 8.0%
5. Administration 8225 8340 1.4% 9336(4) 11.9%
Total (1) 143786 138 440 -3.7% 143 007 33%

(1) Including 6. Compensations and 9. Special instruments.

(2) Converted into 2014 nomenclature.

(3) Voted budget in 2015 + carryover from 2014.

(4) The increase in 2015 is mostly apparent, as there will be a significant automatic carryover of non-differentiated payment

appropriations to 2016.

An annual budget to adjust to changing circumstances

Every year the European Commission prepares a draft EU budget respecting the maxi-
mum annual amounts set by the multiannual financial framework and following the
guidelines of the EU leaders for the coming year. On that basis, the European Parlia-
ment and the Council engage in a negotiation process (known as ‘conciliation’) in order
to find a compromise and adopt the budget by the end of the year.

Once the new year has started, the Commission may propose to modify the budget to
respond to changing conditions. Usually this is done either through transfers (money
from the reserves added to the budget or transfers between the lines of a chapter or
between budget headings) or through amending budgets (amendments to the adopted
budget of a given year, for example in order to mobilise assistance from the European
Solidarity Fund).

A budget of a given year can only be considered as final once the year in question
has ended and all changes to it (such as transfers or amending budgets) have been
adopted by the European Parliament and the Council. Only then can we say with cer-
tainty how much of the foreseen payments have actually taken place. For example,
EUR 138 440 million — or almost 99 % — has been spent of the final budget
for 2014, which totalled EUR 140 444 million in payment appropriations.

The annual budget is mainly implemented on the ground by the Member States them-
selves (80 %), while only the remaining 20 % is managed directly by the Commis-
sion. So most EU-funded projects are selected and managed by national or regional
authorities.

In order to process payments from the EU budget, the Commission holds accounts
with Member States’ treasuries, central banks and commercial banks. From there, it
transfers the necessary funds to its accounts with commercial banks, from which pay-
ments are made to EU beneficiaries. However, the Commission only transfers the funds
needed to carry out its daily payments (the ‘just in time’ principle).

In 2014, 99.5 % of a total of 2 166 241 payments were made through
commercial banks and 0.5 % through treasuries and central banks.
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Nevertheless, the latter represented 72 % in terms of the total value of
payments.

A balanced budget: revenues must equal expenditure

The EU budget shall always be in balance, so that when the European Parliament and
the Council approve the annual budget, total revenue must equal total expenditure.

The 2014 budget was financed by the EU’s revenue — the so-called ‘own resources’
(EUR 132 961 million), other revenue (EUR 9 973 million) and the surplus
carried over from the previous year (EUR 1 005 million).

The bulk of the funding comes from ‘own resources’, which are funds that belong to
the EU but are collected on its behalf by Member States. They are divided into three
categories: the traditional own resources, including sugar levies and customs duties;
a participation in the national collection of the value added tax (VAT); and the GNI own
resource.

Customs duties are levied on all imports to the EU. In 2014, traditional own re-
sources (customs duties and sugar levies) represented 11.41 % of total
revenue.

A uniform rate of 0.3 % was levied in 2014 on each Member State’s VAT base, which
cannot exceed 50 % of the Member State’s GNI. In 2014, five Member States saw their
VAT contribution reduced thanks to this 50 % cap (Croatia, Cyprus, Luxembourg, Malta
and Slovenia). Revenue from the VAT own resource represented 12.27 % of
total revenue.

The GNI own resource serves as a balancing resource: it finances all spending not
covered by other sources of revenue so that revenue and expenditure are always in
balance. It is thus the difference between total expenditure and the sum of all other
revenue. The same percentage, calculated according to EU rules, is levied on each
Member State’s GNI. In 2014, the GNI resource accounted for 68.83 % of
revenue.

The own resources system also includes the ‘UK correction’ (also known as the ‘UK
rebate’), a specific mechanism for correcting the imbalance between what the United
Kingdom pays to and receives from the EU budget. The UK correction paid in
2014 was EUR 6 066.3 million.

The key for determining the own resources is the ‘Own Resources Decision’. The current
one was agreed on 26 May 2014 () and, once ratified by all EU Member States, will
enter into force with retroactive effect from 1 January 2014.

The revenue other than own resources includes taxes levied on the salaries of EU staff,
interests on late payments and fines, contributions from non-EU countries to certain
programmes, as well as other diverse items. In 2014, other revenue totalled
EUR 9 973 million. This amount was high mainly due to competition fines cashed
into the budget.

Whereas the EU budget must always be in balance, at the end of the year there can
be a positive difference (surplus) or a negative balance (deficit) in comparison to the
budget estimates.

(*) Council Decision 2014/335/EU, Euratom on the system of own resources of the European Union.
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Usually the balance is positive and the money is returned to the Member States in the
form of reduced contributions the following year. This was the case in 2013, which
enabled the EU to carry over to 2014 a surplus of EUR 1 005 million.

EU revenue 2014 (after the UK correction)

Surplus from previous year: 0.7 %
Other: 6.9 %

TOR: 114 % GNI own resource: 68.7 %

VAT own resource: 12.3 %

Expenditure: 94 % for projects affecting the daily lives
of citizens

Payments executed in 2014 (million EUR)

Ta Competitiveness for growth and jobs 11848
b Economic, social and territorial Cohesion 54149
2 Sustainable growth: Natural resources 55083
3 Security and citizenship 1656
4 Global Europe 6909
5 Administration 8340
6 Compensations 29
Spedial instruments 427
Total 138 440

The annual EU budget expenditure is broken down into headings and subheadings (see
graph), as decided by the multiannual financial framework. In total, 94 % of the
2014 EU budget was used for funding policies and projects both in Mem-
ber States and outside the EU and only 6 % for financing the administra-
tive cost of the EU institutions.

The following chart provides an overview of how each country benefited from the
budget and illustrates the relative importance of EU funding to each Member State by
expressing this as a proportion of GNI.

The 2014-2020 multiannual financial framework having only just started, the pay-
ments made in 2014 corresponded mainly to the completion of programmes from the
previous period (2007-2013) and to the pre-financing of the 2014-2020 programmes.
Only in the areas of common agricultural policy and administration did the payments
actually cover expenses made in 2014.
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Expenditure by Member State in 2014 (million EUR)
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1la. Competitiveness for growth and employment

Special focus was given to stimulating economic growth and creating new jobs through
investments in research, innovation and education. To this end, EUR 16 466 million
were committed in 2014, which represented an increase of 5 % compared
to 2013.

Major programmes with tangible benefits to the citizens were funded, such as ‘Horizon
2020’ (the biggest EU research and innovation programme ever with nearly EUR 80 bil-
lion in funding available over 7 years), ‘Erasmus+’ (@ programme that supports various
actions in the areas of education, training, youth and sport) and the Connecting Europe
Facility (CEF), which supports trans-European networks and infrastructures in the sec-
tors of transport, telecommunications and energy.

For instance, European actions under the new programme COSME helped to decrease
time to start up a business from 5.4 working days in 2012 to 3.5 in 2014.
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1b. Economic, social and territorial cohesion

In 2014, EUR 27 944 million were committed for reducing disparities be-
tween EU regions and between individual EU Member States so as to achieve
balanced economic, social and territorial development all over the EU.

Funding is delivered through the so-called ‘Structural and Investment Funds'’: under this
subheading they are the European Regional Development Fund, the European Social
Fund and the Cohesion Fund. For example, the extension of broadband coverage is now
close to 100 % in nearly all EU regions thanks to financing from the European Regional
Development Fund. Thanks to the use of digital networks, people in less developed
regions thus no longer have a disadvantage in doing business in comparison to citizens
from other regions.

There were very high accumulated unpaid bills in cohesion at the end of 2013 due to
the late adoption of the 2007-2013 programmes. Therefore, a significant part of the
2014 budget for this subheading was used to pay these pending bills.

2. Sustainable growth: natural resources

Agriculture is one of the EU’s most significant policy areas from a budgetary point of
view. In 2014, the Common Agricultural Policy, the only policy completely financed by
the EU, ensured that the negative impact of difficult economic circumstances on the
EU agricultural sector (the fall of agricultural and energy prices, the Russian ban on EU
food products, etc.) was limited.

EUR 42 910 million were committed in 2014 for direct aid given to farm-
ers as income support and measures to manage market risks. To increase the eco-
nomic potential of rural areas, EUR 3 310 million were also committed for the
European Agricultural Fund for Rural Development.

3. Security and citizenship

EUR 1 466 million were committed in 2014 for protecting EU citizens, their
freedom and their property, which are core EU objectives.

The area of security and citizenship includes justice and home affairs, border protec-
tion, immigration and asylum policy, public health, consumer protection, culture and
young people, as well as information and communication actions. It still represents
a small part of the total EU budget (less than 1.5 %), but its importance is growing.

For instance, the evaluation of the EU’s Civil Protection Mechanism, which offers as-
sistance from the participating states to victims of natural and man-made disasters
in Europe and elsewhere, confirmed that coordinated emergency response at EU level
was efficient.

4. Global Europe

The EU continued to strengthen its role in international affairs by preventing, managing
and resolving conflicts and building stability, peace and growth in the world.
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In 2014, EUR 8 286 million were committed for a number of policy instru-
ments for international cooperation and humanitarian and development
aid. For example, the EU has provided shelter, food, water and healthcare in Eastern
Ukraine and thus addressed the basic needs of more than 1 million displaced people.

5. Administration

Some EUR 8 314 million (around 6 % of the EU budget) were committed in
2014 for ensuring the smooth operation of all EU institutions, the adminis-
trative bodies serving the interests of over 500 million EU citizens.

Expenditure in this area covered, for example, staff salaries and pensions, as well as
buildings and infrastructure, information technology and security.

Examples of results achieved with funding from the EU budget.

» Direct payments to farmers, financed by the European Agricultural Guarantee Fund,
accounted, on average, for almost half of family farm income in 2014 and supported
more than 8 million European farmers.

» Gas emissions from the agricultural sector have continued to decline by an average
of 1.7 % every year between 2001 and 2012.

» In 2014, two former EU-funded researchers were awarded, respectively, the Nobel
Prize in Medicine and the Nabel Prize in Chemistry.

» The European Commission alone provided over EUR 1 354 million in humanitar-
ian aid in 2014 to the most vulnerable in more than 80 countries, reaching almost
121 million beneficiaries.

» The EU provided over EUR 128 million worth of humanitarian assistance to the Cen-
tral African Republic, where over half of 4.6 million people suffered from the conflict,
and to refugees in neighbouring countries. It also made sure that both aid workers
and relief material arrived in the region.

» Thanks to the European Regional Development Fund, a total of 769 000 jobs were
created between 2007 and 2013, of which 34 800 were in research and 274 100
in SMEs. Across Europe, 25 700 km of road and 4 800 km of rail have been built or
reconstructed, 32 400 renewable energy projects were supported and seven million
people have benefited from flood protection measures.

» 5.7 million participants in European Social Fund-financed projects for the period
2007-2012 found a job, almost 8.6 million obtained a qualification and 550 000
either created their own job as self-employed or started a new enterprise. Over
913 000 employees benefited from trainings intended to strengthen administrative
capacity.

» The EU’s Civil Protection Mechanism was activated 30 times, mainly in relation to
natural disasters, but also in response to nine man-made disasters (civil unrests and
conflict, oil pollution and accidents).

» The European Fisheries Fund supported the sustainable development of fisheries
through local action groups. Between 2007 and 2014, more than 9 800 projects
were approved, as a result of which around 8 000 jobs were created, 12 500 jobs
were maintained and 220 new businesses were set up.
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» The EU provided funding to essential European networks working in the area of vio-
lence against women and children, such as Missing Children Europe, Women Against
Violence Europe, Child Helpline International, the European Network for work with
the perpetrators of domestic violence and the European Network of Ombudspersons
for Children.

» Over 500 new initiatives supporting democracy and human rights were launched in
2014 under the European Instrument for Democracy and Human Rights, covering
over 135 countries. These are in addition to the more than 1 500 ongoing projects
in this area.
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Financial framework

Since 1988, the annual EU budget has been set within a multiannual financial frame-
work. This is in order to ensure budgetary discipline, to improve the functioning of the
budgetary procedure and to encourage interinstitutional cooperation. The 2007-2013
multiannual financial framework was the fourth and last framework adopted via an
interinstitutional agreement. The current financial framework was adopted for a period
of 7 years (2014-2020) through the multiannual financial framework regulation, and
was the first to be adopted under the new arrangements introduced by the Lisbon
Treaty.

Structure

Multiannual financial frameworks are composed of a number of headings (some of
which are then broken down into subheadings), for each of which an annual limit (ceil-
ing) for commitment appropriations is set. The total of the ceilings for all headings
gives the total ceiling for commitment appropriations. An estimate of the correspond-
ing annual ceiling to apply to payment appropriations is then calculated. Total annual
ceilings are expressed in millions of euros and as a percentage of EU gross national
income (GNI).

The total annual ceiling for payment appropriations, expressed as a percentage of EU
GNI, is compared to the reference own resource ceiling (1.23 % of EU GNI). The margin
created by the difference between the two percentages performs a dual role: first,
it leaves a safety margin that ensures (as far as is possible within the limits of the
own resources ceiling) that the resources available to the EU would not be reduced as
a consequence of a lower-than-forecast economic growth rate; second, it allows the
payment ceilings of the financial framework to be revised if needed, meaning that any
unforeseen expenditure could be covered within the 1.23 % ceiling.

Technical adjustment

In accordance with Article 6 of the multiannual financial framework regulation, the
Commission is to make a technical adjustment to the financial framework each year,
to take account of the movement there has been in EU GNI and in prices. It calculates
the technical adjustment needed before the start of the budgetary procedure for every
year, and informs the two arms of the budgetary authority (the European Parliament
and the Council) of the results of these adjustments. For the 2014-2020 multiannual
financial framework, a fixed deflator of 2 % per year was applied for the whole period
to express the ceilings in current prices in the technical adjustment for 2014. No fur-
ther adjustment as regards prices are necessary. Technical adjustments are made also
to update the expression of the ceilings as a percentage of EU GNI. The movement
in GNI used as a basis for setting the level of the technical adjustment includes the
latest economic forecasts available. The technical adjustment for 2014 was made in
December 2013.
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Before the preparation of the draft budget for the next year, the Commission also cal-
culates in the technical adjustment:

1. the margin available under the own resources ceiling set in accordance with Council
Decision 2007/436/EC, Euratom on the system of the European Communities’ own
resources (1) (the Own Resources Decision);

2. the absolute amount of the contingency margin provided for in Article 13 of the
multiannual financial framework regulation;

3. the global margin for payments provided for in Article 5 of the multiannual financial
framework regulation (calculated for the first time in 2015 in the technical adjust-
ment for 2016);

4. the global margin for commitments provided for in Article 14 of the multiannual
financial framework regulation (also calculated for the first time in 2015 in the
technical adjustment for 2016); and

5. where relevant, the adjustment needed to be made to the subceiling of heading
2 to take account of transfers between the two pillars of the common agriculture
policy, as provided for in Article 3 of the multiannual financial framework regulation.

Revision and adjustment

Article 17 of the multiannual financial framework regulation provides for the frame-
work to be revised in the event of unforeseen circumstances. The revised programme
must still comply with the own resources ceiling set in accordance with the Own Re-
sources Decision. Proposals for revisions of the multiannual financial framework are to
be presented and adopted before the start of the budgetary procedure for the year or
the first of the years concerned. No revision has yet been adopted on the grounds of
unforeseen circumstances.

Article 19 of the multiannual financial framework regulation provides for the frame-
work to be revised if new rules or programmes under shared management are adopted
after 1 January 2014. As a result of the late agreement on relevant legal acts, a sig-
nificant number of programmes could not be adopted in 2014 and EUR 21 billion was
therefore transferred to 2015, 2016 and 2017 by means of a revision of the multian-
nual financial framework regulation adopted in April 2015 (3).

Summary of updated figures (all data in current prices):

» The overall ceiling for commitments (EUR 154 738 million) represents 1.05 % of EU
gross national income (GNI), instead of the 1.08 % forecast in spring 2014.

» The overall ceiling for payments (EUR 144 685 million) represents 0.98 9% of EU GNI.
This leaves a margin below the 1.23 % own resources ceiling of EUR 37 282 million
(0.25 % of EU GNI) for 2016.

() Council Decision of 7 June 2007 on the system of the European Communities’ own resources (2007/436/EC, Euratom)
(0J L 163, 23.6.2007, p. 17).

(%) Council Regulation (EU, Euratom) 2015/623 of 21 April 2015 amending Regulation (EU, Euratom) No 1311/2013 lay-
ing down the multiannual financial framework for the years 2014-2020 (0J L 103, 22.4.2015, p. 1).
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» The absolute amount of the contingency marain (the last ‘buffer’ in place to cover
unforeseen circumstances) for 2016 is EUR 4 438 million (0.03 % of EU GNI).

» The subceiling for heading 2 (agriculture: market-related expenditure and direct pay-
ments) has been reduced by EUR 3 580 million for the years 2015-2020, following
transfers made at Member States’ request from the first pillar (direct payments) to
the second pillar (rural development) of the common agricultural policy.

» The global margin for commitments (the difference between the final adopted budg-
et and the ceiling in 2014) has been calculated for the first time. As a result, an ad-
ditional amount of EUR 543 million will be available in 2016.

» The global margin for payments (the difference between the executed payments
and the payment ceilings set for 2014 under the multiannual financial framework)
is EUR 106 million. This will be available in 2015 (and the 2014 and 2015 ceilings
are adjusted accordingly).

The budgetary
procedure

The Lisbon Treaty (}) sets out the four specific stages that must be completed when
adopting the EU budget (Article 314 of the Treaty on the Functioning of the European
Union (3)).

Commission’s draft budget (*)

The Commission adopted the draft budget for 2014 on 28 June 2013. Commitment
appropriations were set at EUR 142 011 million, 5.8 % lower than in the 2013 budget,
and equivalent to 1.05 9% of GNI. The level of payment appropriations proposed was
also reduced by 5.8 %, to EUR 135 866 million, or 1.01 % of GNI. The margins left
by these amounts, relative to the ceilings set for 2014 in the multiannual financial
framework, were EUR 583 million for commitment appropriations and EUR 0.2 million
for payment appropriations, the latter reflecting the substantial lowering of the pay-
ment ceiling in 2014 (as compared to the payment ceiling set for the 2013 budget).
The appropriations proposed for 2014 for special instruments outside the multiannual

() Treaty of Lisbon amending the Treaty on European Union and the Treaty establishing the European Community (OJ
C306,17.12.2007,p. 1)

(?) http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=0J:C:2008:115:TOC

(*) http://ec.europa.eu/budget/library/biblio/documents/2014/DB2014_WD_0_en.pdf
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financial framework totalled EUR 456 million for commitment appropriations and
EUR 200 million for payment appropriations.

Council’s reading of the draft budget ()

In July 2013, the Council adopted its position on the 2014 draft budget. It set com-
mitment appropriations at EUR 141 771 million, EUR 241 million lower than in the
draft budget adopted by the Commission. Payment appropriations were reduced by
EUR 1 061 million to EUR 134 805 million, equivalent to 1.00 % of GNI. The largest
reductions were made to subheading 1a Competitiveness for growth and jobs
(a reduction of EUR 60 million in commitments and EUR 427 million in payments);
subheading 1b Economic, social and territorial cohesion (EUR 3 million in com-
mitments and EUR 202 million in payments): heading 2 Sustainable growth: natu-
ral resources (EUR 1.6 million in commitments and EUR 113 million in payments):
heading 4 Global Europe (EUR 17 million in commitments and EUR 157 million in
payments); and heading 5 Administration (EUR 153 million in commitments and
payments).

Parliament’s reading (?)

Parliament’s amendments to the 2014 draft budget were adopted by vote in October
2013. It set total commitment appropriations at EUR 142 626 million (1.06 % of GNI),
EUR 855 million higher than the Council. Payments were set at EUR 136 077 million
(1.01 % of GNI), EUR 1 273 million higher than the level set by the Council.

Amending letters

During the course of the procedure, the Commission presented two letters amending
the draft budget. Amending letter No 1/2014 covered:

» the frontloading (*) of commitment appropriations for Horizon 2020, Erasmus+ and
COSME (Competitiveness of enterprises and small and medium-sized enterprises),
further to the political agreement reached at the end of June 2013 on the 2014~
2020 multiannual financial framework;

» the additional assistance to Cyprus to be provided under the Structural Funds
(EUR 100 million), as part of which the Commission proposed using the Flexibility
Instrument provided for under heading 1b of the multiannual financial framework to
make available an amount of EUR 78 million; and

» the consequences, in terms of human and financial resources, of the proposed new
generation of joint technology initiatives (public-private and/or public-public partner-
ships). These aim to, for example, provide new and more effective diagnostics and
treatments, develop new and competitive bio-based value chains and develop clean
energy solutions.

(*) https://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ecofin/138144.pdf

() http:/lwww.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP/[TEXT+TA+P7-TA-2013-0437+0+DOC+XML+VO//EN
(*) Incurring or paying off expenditure (for example) early in a given period; focusing efforts, costs or expenditure at the
beginning of a project.
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Amending letter No 2/2014 covered:

» a revision of the forecast for traditional own resources (i.e. customs duties and sugar
sector levies) to be received in 2014, to take account of the trend observed in tradi-
tional own resources received to date in 2013;

» the standard annual update of the budget requests for the agricultural sector and for
the International Fisheries Agreements;

» the consequences, in terms of human and financial resources, of the delegation
of the management of operational programmes to executive agencies, as planned
under the new multiannual financial framework; and

» the integration of the new function group AST/SC (}) in the EU institutions and bodies’
organisational planning.

The net effect of the amending letters was to increase commitments set by the Com-
mission in its initial draft budget by EUR 95 million to EUR 142 107 million, and to
reduce payments by EUR 5 million to EUR 135 861 million.

Conciliation Committee

The Conciliation Committee reached an agreement on the 2014 budget within the
21 days allowed. The final compromise, reached in November 2013, contained the
following elements:

» agreement on the overall level of payment appropriations of EUR 135 505 million
including special instruments (equivalent to 1.00 % of GNI), EUR 500 million above
the level proposed by the Council in its position on the draft budget;

» agreement on the level of commitment appropriations for headings 1a, 1b, 3 and
4, and for special instruments, with funding for certain political priorities being in-
creased as compared to the levels proposed by the Commission in the draft budget
(as modified by amending letters). As part of the agreement, EUR 89 million was
made available from the Flexibility Instrument provided for under heading 1b; and

» agreement on a reduction of the level of appropriations for administration (head-
ing 5), commitment appropriations being reduced by EUR 185 million and payment
appropriations by EUR 186 million as compared to the levels set in the draft budget
adopted by the Commission (as modified by amending letters).

The final compromise on the 2014 budget set total commitments at EUR 142 640 mil-
lion and total payments at EUR 135 505 million.

Reserves

The agreed initial budget included the following reserves:

» European Globalisation Adjustment Fund: EUR 159 million in commitments and
EUR 50 million in payments;

(*) Secretaries and administrative staff.
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» Emergency Aid Reserve: EUR 297 million in commitments and EUR 150 million in
payments; and

» European Union Solidarity Fund: EUR 150 million in payments (in order to imple-
ment the measures in favour of the Czech Republic, Germany and Austria adopted
in Amending Budget 9/2013).

From the draft budget to the agreed initial budget for 2014 (million EUR)

Commitments

Difference

(5)/(1)=(6)

Heading Final Budget Draft Council’s European Voted
2013 (1) Budget position (3)  Parliament’s Budget
2014 (2) position (4) 2014 (5)
Ta  Competitiveness for growth and jobs 15641 16433 16 204 16495 16484
1b  Economic, social and territorial cohesion 55108 47 491 47 557 47637 47 502
2 Sustainable growth: natural resources 60102 59248 59 246 59295 59267
3 Security and citizenship 2197 2139 2134 2179 2172
4 Global Europe 9315 8176 8159 8385 8325
5 Administration 8431 8590 8442 8607 8405
(ompensations 75 29 29 29 29
Appropriations for commitments total 150 869 142107 141771 142 626 142184
Spedial instruments 1179 456 456 456 456
Grand total 152 048 142 563 142227 143 082 142 640

The agreed commitment appropriations represented 1.06 9% of GNI.

5%
-14%
-1%
-1%
-11%
0%
-61%
-6 %

-6 %

Difference

(5)/(1)=(6)

Payments
Heading Final Budget Draft Council’s European Voted
2013 (1) Budget position (3)  Parliament’s Budget
2014 (2) position (4) 2014 (5)
Ta  Competitiveness for growth and jobs 12612 11695 11268 1721 11441
1b Economic, social and territorial cohesion 56473 51094 50891 51102 50951
2 Sustainable growth: natural resources 58036 56532 56420 56575 56459
3 Security and citizenship 1699 1668 1658 1698 1677
4 Global Europe 6743 6251 6095 6345 6191
5 Administration 8429 8592 8443 8608 8406
(Compensations 75 29 29 29 29
Appropriations for payments total 144070 135861 134 805 136 077 135155
Spedial instruments 382 200 200 367 350
Grand total 144 451 136 061 135 005 136 444 135505

The agreed payment appropriations represented 1.00 % of GNI.

-10%
-10%
-3%
-1%
-8%
0%
-61%
-6 %

-6 %
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Budget management

The EU budget lifecycle

The way in which the EU budget is managed over its lifecycle, from approval of the
annual budget onwards, means that the figures for the commitment appropriations
and payment appropriations available for a given financial year tend to vary over the
course of the year. Procedures similar to that used for adopting the budget also apply
to the adoption of subsequent amendments to the budget (allowed where necessi-
tated by exceptional or unforeseen circumstances).

The following factors can cause items in the annual budget to vary over the course of
the financial year.

Carryovers

Carryovers are amounts from the previous year’s budget that have not been used and
that are therefore carried forward to the current financial year. The Commission’s deci-
sion on carryovers, taken on 11 February 2014, related almost exclusively to amounts
available due to the difference between the commitment and the payment appropria-
tion in the previous year’s budget.

Amending budgets

Amending budgets are a measure which takes into account political, economic or
administrative needs which could not have been foreseen at the point at which the
budget was prepared and adopted. They ensure more precise and more economical
financing of the EU budget by the Member States.

Seven amending budgets were adopted in 2014. Of the eight draft amending budgets
proposed in 2014, one was not adopted — Draft Amending Budget 2/2014, COM(2014)
234, This related to the budgeting of the surplus remaining at the end of the 2013
budget year. No agreement was reached in the budgetary conciliation procedure held
on 14 November 2014; the procedure therefore lapsed and the Commission submitted
a second proposal, Draft Amending Budget 8/2014, COM(2014) 722.

Amending Budget 1/2014 involved a number of technical adjustments to the budg-
et structure and amendments to budgetary remarks. These changes were necessary
in order to be able to implement the 2014 budget in a way which complies with the
latest legislative decisions and political orientations, including the immediate need to
facilitate SMEs’ access to financing. The amending budget was budgetary neutral. The
main changes introduced were the following:
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» adjustments needed to implement the proposed increase in capital for the European
Investment Fund;

» changes needed to align the budget structure to the legal base used for Horizon
2020, adopted in December 2013 (thus after the adoption of the 2014 budget); and

» the creation of the budget structure for the proposed Shift2Rail joint undertaking (*).

Proposed by the Commission on 11 February 2014 as Draft Amending Budget 1
(COM(2014) 78), Amending Budget 1/2014 was adopted by the Council on 9 April
2014 and approved by the Parliament on 16 April 2014.

Amending Budget 2/2014 introduced the following changes:

» an increase in the forecast for revenue from fines and interest of EUR 1 417 million
(combined);

» an increase in the forecast for revenue from repayments and revenue paid back to
the Facility for Euro-Mediterranean Investment and Partnership (3) of EUR 151 mil-
lion;

» reallocations of EUR 717 million of payment appropriations;

» increases in budget lines amounting to EUR 4 247 million across headings 1a, 1b,
2, 3 and 4, made possible by using the contingency margin, in accordance with Ar-
ticle 13 of the multiannual financial framework regulation. This amendment was
made in response to events that had not been foreseen at the point of agreeing the
payment ceilings for the 2014-2020 multiannual financial framework; and

» an adjustment to the organisational planning of the Commission, the Offices, the
Committee of the Regions and the European Data Protection Supervisor to take ac-
count of the conversion of posts in the function group for assistants (AST) into posts
in the new function group for secretaries (AST/SC). This adjustment was made at this
point in time as reliable estimates of the number of posts concermned in 2014 had
become available. The conversion of posts resulted in a saving of administrative
expenditure under heading 5 of EUR 0.4 million (the corresponding payment appro-
priations being the abovementioned reallocations).

Proposed by the Commission on 28 May 2014 as Draft Amending Budget 3 (COM(2014)
329), Amending Budget 2 was adopted by the Council on 12 December 2014 and ap-
proved by the Parliament on 17 December 2014.

Amending Budget 3/2014 introduced the following changes:

» a revision of the forecasts for traditional own resources (i.e. customs duties and
sugar levies), VAT and GNI bases and the budgeting of the relevant UK corrections
and their financing, resulting in a change in the relative proportions of total EU own

resources that different Member States contribute;

» a revision of the forecast for revenue arising from interest and fines of EUR 2 433 miillion;

(*) The Shift2Rail joint undertaking is a new public-private partnership in the rail sector. It was set up under Horizon 2020
to provide a platform for the coordination of research activities, with a view to driving innovation in the rail sector in the
years to come.

(%) The Facility for Euro-Mediterranean Investment and Partnership was created in October 2002, following the Barcelona
European Council. It is run within the European Investment Bank, and its aim is to stimulate economic growth and private
sector development in the Mediterranean region (Morocco, Algeria, Tunisia, Egypt, Gaza-West Bank, Israel, Lebanon, Syria
and Jordan).
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» a reduction of EUR 0.2 million in the budgetary appropriations for the European Data
Protection Supervisor, both commitments and payments, as a result of the post-
ponement of the appointment of the new European Data Protection Supervisor and
Assistant European Data Protection Supervisor;

» an increase of EUR 0.2 million in the payment appropriations for humanitarian aid;

» areduction of the commitment appropriations for budget lines 11 03 01,11 066201
and 11 06 62 04, worth a total of EUR 75 million (of which EUR 71 million from the
reserve);

» a modification of the structure of budget article 13 03 64, relating to the European
Regional Development Fund,

» splitting the item European territorial cooperation into three separate budget items
(130364 01,1303 64 02and 13 03 64 03), to reflect the final adoption of the
related legal base;

» the creation of a new budget article 05 03 09 ‘Reimbursement of direct aids in rela-
tion to financial discipline’, with a ‘p.m.” for ‘payment claim’; and

» the replacement of the dash ‘-~ for payment appropriations on item 11 06 77 03
‘Preparatory action — Maritime policy’ with a ‘p.m.’ for ‘payment claim’.

Proposed by the Commission on 9 July 2014 as Draft Amending Budget 4 (COM(2014)
461), and revised by the Commission by means of an amending letter, Amending
Budget 3 was adopted by the Council on 12 December 2014 and approved by the
Parliament on 17 December 2014.

Amending Budget 4/2014 allowed EUR 47 million in commitment appropriations
to be made available from the EU Solidarity Fund. This funding was used to support
a number of Member States affected by severe natural disasters: floods in Italy (Sar-
dinia) during November 2013, an earthquake in Greece (Kefalonia) at the end of Janu-
ary and beginning of February 2014, and ice storms in Slovenia and Croatia, causing
flooding in the latter, from the end of January and throughout February 2014.

Proposed by the Commission on 8 September 2014 as Draft Amending Budget 5
(COM(2014) 564), Amending Budget 4/2014 was adopted by the Council on 12 De-
cember 2014 and approved by the Parliament on 17 December 2014.

Amending Budget 5/2014 increased the forecast for traditional own resources (cus-
toms duties) by EUR 420 million and revised the forecasts for own resources (VAT and
GNI balances).

Proposed by the Commission on 17 October 2014 as Draft Amending Budget 6
(COM(2014) 649) and revised by the Commission by means of an amending letter,
Amending Budget 5/2014 was adopted by the Council on 12 December 2014 and ap-
proved by the Parliament on 17 December 2014.

Amending Budget 6/2014 allowed EUR 80 million in commitment appropriations
to be made available from the EU Solidarity Fund. This funding was used to support
a number of Member States affected by severe natural disasters: floods in Serbia and
Croatia in May 2014 and floods in Bulgaria in June 2014.

Proposed by the Commission on 15 October 2014 as Draft Amending Budget 7
(COM(2014) 650), Amending Budget 6/2014 was adopted by the Council on 12 De-
cember 2014 and approved by the Parliament on 17 December 2014.
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Amending Budget 7/2014 incorporated the surplus resulting from the implementa-
tion of the 2013 budget, EUR 1 005 million, into the budget for 2014.

Proposed by the Commission on 27 November 2014 as Draft Amending Budget 8
(COM(2014) 722), Amending Budget 7 was adopted by the Council on 12 December
2014 and approved by the Parliament on 17 December 2014.

Summary of amending budgets for the financial year 2014 (*) (million EUR)

Date 0J Reference Impact on payment Main subject
of adoption appropiations
1 16.04.14 Official Journal L 204 EIF capital increase, changes in Horizon 2020
11.7.2014
2 17.12.14 Official Journal L 73 EUR 3 599 million Revenue from fines and interest payments and increase of
17.3.2015 (EUR 3 529 million payment appropriations
new appropriations
and EUR 70 million
transferred from
provisional
appropriations)
3 17.12.14 Official Journal L 73 EUR 0.2 million Traditional own resources (TOR), VAT and GNI bases
17.3.2015
4 17.12.14 Official Journal L 73 Floods in Sardinia, earthquake in Greece, ice storms in
17.3.2015 Slovenia, ice followed by floods in Croatia
5 17.12.14 Official Journal L 73 Revision of TOR, VAT and GNI contributions
17.3.2015
6 17.12.14 Official Journal L 73 Floods in Serbia, Croatia and Bulgaria
17.3.2015
7 17.12.14 Official Journal L 73 Surplus 2013
17.3.2015
Transfers

Transfers between budget items are by definition neutral in their effect on the over-
all budget. They may increase the amount of appropriations available in operational
budget lines when reserves are released. Decisions relating to transfers are generally
made by the budget authority, but institutions are allowed to carry out internal trans-
fers under specified conditions.

The final budget therefore reflects the effect, at the end of the financial year, of ac-
tive budget management. In particular, it shows all measures affecting the total EU
budget — carryovers, amending budgets and transfers — that have been proposed and
adopted during the financial year.

(*) http://ec.europa.eu/budget/biblio/documents/2014/2014_en.cfm
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Changes in payment appropriations by heading in 2014 (million EUR)

29

Heading Initial voted Carryover from Amending Total impact of Unused Final budget
budget 2013 budgets transfers reserve (without
(without reserve)
reserve)
Ta  Competitiveness for growth 11439 128 422 -5 11985
and jobs
b Economic, social and territorial 50951 161 2486 569 54167
Cohesion
2 Sustainable growth: natural 56347 35 54 -441 55994
resources
3 Security and citizenship 1677 10 -12 -6 1670
4 Global Europe 6191 35 650 84 6960
5 Administration 8406 172 0 1 9178
6 Compensations 29 0 0 0 29
TOTAL 135 040 1141 3599 202 139982
Special instruments 200 270 0 -7 463
GRAND TOTAL 135 240 1410 3599 195 0 140 444
From an accounting point of view, the budget outtum is, in general terms, the difference
between total revenue and total expenditure, a positive difference thus indicating
a surplus. Of the final budget for 2014 of EUR 140 444 million, EUR 138 440 mil-
lion — almost 99 % — has been used.
Active budget management 2000-2014 (million EUR)
160000
W Final Budget
140000 —— . Implemented Budget
W Surplus
120000
100 000
80000 —f
60000 ——
40000 —
20000 ——
0 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Financial requlation

The financial requlation (*) lays down the rules for the establishment and implementa-
tion of the EU budget. Both the financial requlation and its rules of application () were
updated in 2012 as part of a revision of the financial rules for co-funded programmes.

() Regulation (EU, Euratom) No 966/2012 of the European Parliament and of the Council of 25 October 2012 on the fi-
nancial rules applicable to the general budget of the Union and repealing Council Regulation (EC, Euratom) No 1605/2002
(0J L 298, 26.10.2012, p. 1). http://ec.europa.eu/budget/biblio/publications/publications_en.cfm#finreg

(%) Commission Delegated Regulation (EU) No 1268/2012 of 29 October 2012 on the rules of application of Regulation
(EU, Euratom) No 966/2012 of the European Parliament and of the Council on the financial rules applicable to the general
budget of the Union (0J L 362, 31.12.2012, p. 1).
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The revised financial regulation entered into application on 1 January 2013. Simpli-
fied procedures have made it easier for potential beneficiaries, including businesses,
NGOs, researchers, students and local authorities, to access EU funding. The legislation
has increased transparency and introduced stricter requirements on accountability for
those involved in managing EU finances. It introduced various changes to the criteria
and procedures for applying for funding. Three of the main examples of this are that
lump sums and flat rates can now be used more often for smaller amounts, applicants
no longer need to fill in the same details each time they apply for EU funds and ap-
plications can now be made online.

Accounting framework

Since its introduction in January 2005, accruals-based accounting has become a part
of the Commission’s continued effort to modernise the management of EU finances.
Accruals-based accounts recognise revenue when it is earned, rather than when it is
collected. Expenses are recognised when they are incurred rather than when they are
paid. This contrasts with cash-basis accounting that recognises transactions and other
events only when cash is received or paid out.

The accounting rules in place are based on the internationally accepted standards for
the public sector, the International Public Sector Accounting Standards (IPSAS), and, for
accounting transactions that are not yet covered by IPSAS, on other relevant interna-
tional accounting standards, e.q. the International Financial Reporting Standards (IFRS).

Annual accounts

The EU’'s annual accounts are drawn up in accordance with the financial regulation
and with the EU accounting rules. The accounting system of the European institutions
comprises two sets of accounts: the general accounts (financial statements) and the
budgetary accounts. The two sets of accounts together constitute the annual accounts.
The accounts are kept in euro and the accounting year is the calendar year. The annual
financial statements aim to provide a fair representation of the financial position and
performance of the EU in a given year. Explanatory notes giving further information on
the figures are also included. The same accounting rules are used by all consolidated
European bodies. The budgetary accounts provide information on the implementation
of the EU budget in a given year and include the budget result for the year.

The Commission’s Accounting Officer produces two sets of annual accounts: consoli-
dated EU accounts and Commission annual accounts. The EU annual accounts are
available online, as is monthly and quarterly reporting on the implementation of the
budget (}). The annual accounts are audited by the European Court of Auditors before
being adopted by the Commission. They are then sent to the European Parliament and
to the Council for discharge.

(*) http://ec.europa.eu/budget/biblio/publications/publications_en.cfm
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Treasury management

The Commission has accounts with Member States’ treasuries, central banks and com-
mercial banks. Own resources are the main source of EU finances. These are credited
twice a month to the accounts held with Member States’ treasuries or central banks.
The funds are used to execute payments through commercial bank accounts, that are
being funded on the ‘just in time’ principle.

The Commission’s Directorate-General for the Budget carries out cash flow forecasting
on a month-by-month basis and for the budgetary year. Member States make their
contributions to the budget in their national currencies, while most of the Commission’s
payments are denominated in euro. The Commission therefore needs to make foreign
exchange transactions, in order to convert contributions from Member States that have
not yet adopted the euro and to be able to make payments in non-EU currencies.

In 2014, 0.5 % of a total of 2 166 241 payments made were executed through treas-
uries and central banks, representing 72 % of the total value of payments. The remain-
ing 99.5 % of payments were made through commercial banks (representing 28 % of
the total value). The Commission’s funds are mainly kept in accounts held with Member
States’ treasuries and with central banks.
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The EU’s budget is financed by own resources, other revenue and the surplus car-
ried over from the previous year. When the European Parliament and the Council
approve the annual budget, total revenue must equal total expenditure. The total
amount needed to finance the budget follows automatically from the level of total
expenditure. However, since outturns of revenue and expenditure usually differ from
the budgeted estimates, there is a balance of the exercise resulting from the imple-
mentation. Normally, there has been a surplus, which reduces Member States’ own
resources payments in the subsequent year. In 2014, the EU had own resources of
EUR 132 961 million and other revenue of EUR 9 73 million. The surplus carried over
from 2013 was EUR 1 005 million.

Own resources

The main rules on the system of own resources are set by a Council decision adopted
by unanimity in the Council and ratified by all Member States. The Council decision
currently in application, Council Decision 2007/436/EU, Euratom (*) (ORD 2007), en-
tered into force on 1 March 2009 with retroactive effect from 1 January 2007 (own
resources payments for 2009 were thus adjusted to take account of this decision being
retroactively applied to 2007 and 2008 (?). A new Council decision, Council Decision
2014/335/EU, Euratom (%) (ORD 2014) is currently subject to ratification by Member
States. Once ratified by all Member States, it will enter into force with retroactive effect
from 1 January 2014. Own resources can be defined as revenue accruing automati-
cally to the EU in order to finance its budget, without any subsequent decisions need-
ing to be taken by national authorities. The overall amount of own resources needed
to finance the budget is determined by total expenditure less other revenue. The total
amount of own resources cannot exceed 1.23 % of EU GNI. Own resources can be
divided into the following categories:

» traditional own resources (TOR), i.e. custom duties and sugar levies;
» the VAT own resource; and

» the GNI own resource (the ‘additional fourth resource’), which serves as the balancing
resource.

The own resources system also includes a specific mechanism for correcting budget-
ary imbalances in favour of the United Kingdom (the UK correction). In addition, some
Member States may choose not to participate in certain justice and home affairs poli-
cies. Their own resources payments are adjusted accordingly. (This has been done since
2003 for Denmark and since 2006 for Ireland and the United Kingdom.)

Traditional own resources (customs duties and
sugar levies)

Traditional own resources (TOR) are levied on economic operators and collected by
Member States on behalf of the EU. TOR payments accrue directly to the EU budget, af-
ter deduction of the 25 % retained by Member States to cover collection costs. Follow-
ing changes made to EU law to reflect the outcome of the Uruguay Round agreements

(*) Council Decision 2007/436/EC, Euratom of 7 June 2007 on the system of the European Communities’ own resources
(0J L 163, 23.6.2007, p. 17).

(%) Amending Budget No 3 for the financial year 2009 (2009/457/EC, Euratom) (OJ L 157, 19.6.2009, p. 21).

(*) Council Decision 2014/335/EU, Euratom of 26 May 2014 on the system of own resources of the European Union

(0J L 168,7.6.2014, p. 105).

35



36 FINANCIAL REPORT

on multilateral trade, there is no longer any material difference between agricultural
duties and customs duties under the current rules of own resources, ORD 2007. Cus-
toms duties are levied on imports of agricultural and non-agricultural products from
non-EU countries, at rates based on the Common Customs Tariff.

In 2014, the EU'’s revenue from customs duties was EUR 16 499 million (11.46 % of
its total revenue). A production charge paid by sugar producers brought revenue of
EUR 131 million. At the same time, however, pursuant to Council Regulation 1360/2013
of 2 December 2013 (%), the EU was owing Member States reimbursements of sugar
levies of EUR 200 million, thus more than cancelling out the revenue. This regulation
corrects the sugar levies paid for the years 2001-2006. The correction was, for the
most part, entered in the own resources accounts for 2014 (in accordance with Article
2 of the regulation). As a result, total revenue from traditional own resources (customs
duties and sugar levies, less the reimbursements) was EUR 16 430 million (11.41 %
of the EU’s total revenue).

VAT own resource

The VAT own resource is levied on each Member State’s VAT base. The VAT bases are
first harmonised in accordance with EU rules before calculating the VAT own resource
to be paid. The same percentage is then levied on the harmonised base of each Mem-
ber State. The harmonised VAT base is, however, capped at 50 % of a Member State’s
GNI.

In 2014, five Member States benefited from the 50 % cap (Croatia, Cyprus, Luxem-
bourg, Malta and Slovenia). Under ORD 2007, the uniform rate of call of the VAT own
resource is fixed at 0.30 % from 1 January 2007, with the exception of certain coun-
tries which benefited from a reduced rate for the period 2007-2013: Austria (where
the rate was fixed at 0.225 %), Germany (0.15 %), the Netherlands and Sweden (both
at 0.10 %). The EU’s total revenue from the VAT own resource (including balances from
previous years of EUR 79 million) was EUR 17 667 million (12.27 % of total revenue)
in 2014.

Gross national income own resource

The GNI own resource was introduced in 1988 to balance budget revenue and ex-
penditure, i.e. to finance the part of the budget not covered by other revenue. The same
percentage is levied on each Member States’ GNI, established in accordance with EU
rules. The rate is fixed as part of the budgetary procedure. The amount of the GNI own
resource needed depends on the difference between total expenditure and the sum of
all other revenue.

In 2014, under ORD 2007, the rate of call of GNI was 0.7012 % (%) and the to-
tal amount of the GNI resource levied (including balances from previous years of
EUR 4 213 million) was EUR 99 074 million (representing 68.83 % of total revenue).

(*) Council Regulation (EU) No 1360/2013 of 2 December 2013 fixing the production levies in the sugar sector for the
2001/2002, 2002/2003, 2003/2004, 2004/2005 and 2005/2006 marketing years, the coefficient required for calculating
the additional levy for the 2001/2002 and 2004/2005 marketing years and the amount to be paid by sugar manufactur-
ers to beet sellers in respect of the difference between the maximum levy and the levy to be charged for the 2002/2003,
2003/2004 and 2005/2006 marketing years (0J L 343, 19.12.2013, p. 2).

(%) Amending budget 7/2014, http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=0J:L.:2015:073:FULL&from=EN
Table 3, p. 508.



FINANCIAL REPORT

The UK correction

The current UK correction mechanism was introduced in 1985 to correct the imbalance
between the United Kingdom’s share in payments to the Community budget and its
share in the Community expenditure. This mechanism has been modified on several
occasions to take account of changes made to the system of EU budget financing, but
the essential principles remain the same.

The imbalance is calculated as the difference between the UK share in EU expendi-
ture allocated to Member States, and its share in the total VAT base. The difference
in percentage points is multiplied by the total amount of EU expenditure allocated to
Member States. The UK is reimbursed 66 9% of this budgetary imbalance. The cost of
the correction is borne by the other 27 Member States. The distribution of the financ-
ing is first calculated on the basis of each country’s share in total EU GNI. Germany,
the Netherlands, Austria and Sweden only, however, pay one quarter of the amounts
calculated on the basis of their respective GNI. The rest is redistributed across the re-
maining Member States. ORD 2007 introduced several changes to the calculation of
the UK correction:

» fixing the rate of call for the VAT own resource at 0.30 % and temporarily granting re-
duced rates to Germany, the Netherlands, Austria and Sweden (see above) increased
the amount of the UK correction;

» the adjustment related to pre-accession expenditure was excluded from the calcula-
tion of the UK correction for 2013 onwards (therefore affecting the budget for the
first time in 2014);

» an adjustment related to expenditure in the new Member States was introduced.
From the UK correction for 2008 onwards (therefore affecting budgeting from 2009),
the total allocated expenditure used in calculating the UK correction does not include
expenditure allocated to Member States that joined the EU after 30 April 2004, with
the exception of agricultural direct payments, market-related expenditure and the
part of rural development expenditure originating from the guarantee section of the
European Agricultural Guidance and Guarantee Fund. This reduction was phased in
progressively according to the following schedule: 20 % for the 2008 UK correction;
70 % for the 2009 UK correction; and 100 % thereafter.

The UK correction paid in 2014, under ORD 2007, was EUR 6 066 million.

Deferred payments

In 2014 the annual adjustments of the VAT and GNI balances, which have an impact
on the calculations of national contributions to the EU budget, resulted in exceptionally
high additional amounts to be paid by some Member States to the EU budget. Following
the request of the Council the Commission proposed a change to the legislation which
would allow deferring payments in such an exceptional situation. The amended Council
regulation has been approved and applied retroactively. In line with the new legisla-
tion eight Member States opted for deferring payments in 2014. These were: Bulgaria,
France, Italy, Cyprus, Malta, the Netherlands, Slovenia and the United Kingdom. More
specifically, the Netherlands has paid its full balance by 31 December, while Italy has
transferred a share of its balance by the same deadline. The remaining amounts and
the contributions of the other six Member States had been scheduled for 2015.
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Justice and home affairs adjustment for Denmark,
Ireland and the United Kingdom

Article 3 of the Protocol on the position of Denmark and Article 5 of the Protocol on the
position of the United Kingdom and Ireland, annexed to the Treaty on European Union
and to the Treaty on the Functioning of the European Union, grant full exemption to
these countries from financing certain specific parts of freedom, security and justice
policies, with the exception of the related administrative costs. Article 10a of Council
Regulation No 1150/2000 (*) sets out the method for adjusting the contribution to be
made by Member States that have been exempted from the financing of a specific EU
action or policy in accordance with these Treaties and their protocols referred to above.

The adjustment is calculated by multiplying the total expenditure in question, exclud-
ing any amounts contributed by participating non-EU countries, by the percentage that
the GNI of the Member State entitled to the adjustment represents of the GNI of all
Member States. The adjustment is financed by the participating Member States in pro-
portion to their relative GNI. If the GNI figures are subsequently modified, the adjust-
ments calculated are not revised. The Commission calculates the adjustment during
the year following the financial year concerned, at the same time as it determines the
GNI balances in accordance with paragraphs 6 and 7 of Article 10 of Council Regula-
tion No 1150/2000.

Other revenue and surplus from the previous year

Revenue other than own resources includes: tax and other deductions from EU staff
remunerations; interest earned on bank accounts; contributions from non-member
countries to certain EU programmes (e.g. in research); repayments of unused EU fi-
nancial assistance; interest on late payments and the balance from the previous year’s
budget. This balance is mainly derived from the difference between the outturn of own
resources payments and the outturn of expenditure in the previous year.

In 2014, other revenue totalled EUR 9 973 million, and the surplus carried over from
the year 2013 was EUR 1 005 million.

Donations
Pursuant to Article 22 of the financial regulation, the Commission may accept any do-
nation made to the EU, including foundations, subsidies, gifts and bequests.

If no objection has been made within that period, the Commission takes a final deci-
sion as to whether or not to accept the donation.

The Commission is required to estimate and explain the financial charges, including
follow-up costs, that the acceptance of donations made to the EU would entail (Article

11 of the rules of application of the financial regulation).

The Commission may decide to accept a donation or to renounce it.

(*) Council Regulation (EC, Euratom) No 2028/2004 of 16 November 2004 amending Regulation (EC, Euratom)
No 1150/2000 implementing Decision 94/728/EC, Euratom on the system of the Communities’ own resources (0J L 352
of 27/11/2004).
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The acceptance of donations with a value of EUR 50 OO0 or more that involve a fi-
nancial charge, including follow-up costs, exceeding 10 % of the value of the donation
made is subject to the authorisation of the Parliament and the Council. They are both
required to act on the matter within 2 months of the date of receipt of the request
from the Commission.

In the absence of a negative opinion from the Parliament and the Council, the Com-
mission makes a final decision to accept the donation. If the Parliament or the Council
express a negative opinion, the Commission must renounce the donation.

The Directorate-General for the Budget is responsible for measures needing to be tak-
en to execute the Commission decision. In the case of a donation of real estate and
its subsequent sale, the publicity rules laid down in the financial regulation must be
respected.

The procedure described above also applies when an EU institution other than the
Commission receives a donation.

Donations occur very rarely. In 2014, the Commission was not required to take any
decisions on donations.

Fines

Fines imposed on companies for infringing EU competition rules are also a source of
revenue for the EU. Articles 101 and 102 of the Treaty on the Functioning of the Euro-
pean Union (TFEU) prohibit various anticompetitive practices. Article 103 gives the Eu-
ropean Council powers to put in place an enforcement system, which may include the
imposition of fines. Council Regulation 1/2003 (*) based on Article 103 TFEU, gives the
Commission powers to enforce these rules and to fine companies for infringements.

In 2014, the European Commission imposed 70 individual fines on companies breach-
ing competition law. These related to 14 separate cases and had a combined value of
EUR 2.2 billion. Of the 70 fines, 32, worth EUR 1.3 billion, have not been contested by
the companies and are thus final. In the other cases, the companies have submitted
appeals to the General Court. When a company served with a fine decides to appeal
against the Commission’s decision before the Court, the fine must be covered either
by a provisional payment or by a bank guarantee. Of all pending fines from 2014 and
earlier, at 31 December 2014, approximately EUR 1.9 billion was covered by guar-
antees and provisional cash payments had been made in respect of approximately
EUR 5.5 billion.

Article 83 of the financial regulation states that revenues received by way of fines
must not be recorded as budgetary revenue as long as the decisions imposing them
may be annulled by the Court of Justice. Provisional payments must therefore be kept
off budget. Payments received before 2010 are held with commercial banks selected
by calls for tender. Those received since 2010 are held in a special fund managed by
the Commission composed of a portfolio of high quality sovereign bonds.

The legal proceedings at the General Court or, if its decision is appealed against, the
Court of Justice may take up to 8 years. Depending on the final judgment, any fines
provisionally paid, including earmed interest, are either transferred to the Commission’s
income account and booked in the budget as other revenue, or are reimbursed to the

(*) Council Regulation (EC) No 1/2003 of 16 December 2002 on the implementation of the rules on competition laid
down in Articles 81 and 82 of the Treaty (0J L 1,4.1.2003, p. 1).
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companies. Revenue eamned from fines in 2014 resulted from a combination of fines
imposed during 2014 that were not contested and fines imposed in earlier years that
became definitive during 2014. In total, fines worth a total of EUR 4.5 billion became
definitive in 2014. This represented around 3.2 % of the EU budget in 2014.

National contribution by Member State and traditional own resources collected on
behalf of the EU in 2014 (million EUR)

VAT own GNIown UK correction Reductionin Total national Traditionalown  Total own
resource resource GNI-ORgranted  contribution resources (TOR) resources
to the NL and SE net (75 %)
(1 @) B3)(*) ) (%) (5)=(1)+() % % GNI (6) 7= % % GNI
+3)+@4) (5)+(6)
4026653 BE 508.6 28644 287.1 00 3660.2 31%  091% 15725 5232.7 39%  130%
409729 BG 58.7 3153 299 00 403.9 03% 099% 56.7 460.5 03% 112%
1444729 1 183.8 1023.5 101.4 0.0 1308.8 11%  091% 197.9 1506.7 11%  1.04%
2648725 DK 2195 17317 196.3 00 22134 19%  0.84% 294.2 2507.6 19% 095%
29721880 DE 3698.7 207377 379.6 0.0 25815.9 22% 087% 33270 29143.0 219% 098%
190487  EE 257 1383 14.2 00 178.2 02%  0.94% 22 200.4 02%  1.05%
1597323 IE 2032 1108.0 139 0.0 14251 12%  0.89% 2256 1650.6 12% 1.03%
1783806  EL 286.0 14109 129.7 00 1826.6 16%  1.02% 1232 1949.8 15%  1.09%
10522450 £S 13820 7850.3 7458 0.0 9978.1 86% 095% 11329 11111.0 84% 1.06%
21791551 R 2956.4 150250 1592.2 00 19573.6  168%  0.90% 1394.1 20967.7 158%  0.96%
417728  HR 63.0 294.6 295 0.0 387.1 03% 093% 45 429.6 03% 1.03%
16137947 1T 1760.1 114430 1165.1 00 14368.2 123%  089% 15204 15888.6 119%  0.98%
165828 (Y 230 107.7 121 0.0 142.8 01% 086% 178 160.6 01% 097%
23879 WV 325 192.7 189 0.0 2441 02%  1.02% 259 270.0 02% 1.13%
352028 LT 403 2538 263 0.0 320.4 03% 091% 643 384.7 03% 1.09%
294774 WU 385 1714 22 00 2321 02%  079% 140 246.2 02% 084%
1006953  HU 1181 700.8 73 0.0 890.3 08% 088% 105.5 995.8 07% 099%
76287 MT 106 494 57 00 65.7 0.1% 086% 105 76.1 0.1%  1.00%
6624650  NL 818.6 54933 791 0.0 6391.0 55%  096% 19817 8372.7 63% 126%
3288%.7 AT 453.0 21975 40.5 0.0 2690.9 23%  082% 1786 2869.5 22%  087%
3960578 PL 451 27870 2944 0.0 3526.5 30%  089% 428.2 3954.6 30%  1.00%
1711078 PT 2423 12711 1234 00 1636.9 14%  0.96% 11.0 17479 13%  1.02%
146462.1 RO 161.3 1090.4 101.4 0.0 1353.1 12%  092% 105.8 1458.9 11% 1.00%
366762 S 528 247.2 26.7 0.0 326.8 03%  089% 58.2 385.0 03%  1.05%
738545 K 69.0 502.6 535 0.0 625.1 05% 085% 9.1 720.2 05% 098%
2039770 H 2705 1365.3 1414 0.0 17772 15%  0.87% 1268 1904.1 14%  0.93%
4451678 SE 5531 32196 555 0.0 3828.2 33%  086% 466.1 42943 32%  096%
21742797 UK 29329 144750 -6.066.3 0.0 11341.6 97%  052% 27307 14072.3 106%  0.65%
17 667.4 99073.7 I 116531.7 16 429.5 132961.2 | 100.0%
Surplus from previous year 1005.4
(*) For simplicity of the presentation, the GNI-based own resource includes Surplus external aid guarantee fund 00
the JHA-adjustment.
Other revenue 99734

(**) Totals for UK correction payments and GNI reduction granted to NL and

SE are not equal to zero on account of exchange rate differences. Total revenue 143 940.0

EU revenue 2014 (after the UK correction)

Surplus from previous year: 0.7 %
Other. 6.9 %

TOR: 11.4 % GNI own resource: 68.7 %

VAT own resource: 12.3 %
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EU revenue 2000-2014 (million EUR)
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Allocation of EU
expenditure for 2014
by Member State

The allocation of expenditure to Member States is merely an accounting exercise.
Considering the amounts that Member States receive through this exercise in isola-
tion does not give a full picture of the benefits that each Member State derives from
membership of the EU. The Commission continues to stress this point at every oppor-
tunity (}). This accounting allocation, among other drawbacks, is non-exhaustive and
gives no indication of many of the other benefits gained from EU policies, including, in
particular, those relating to the single market and economic integration, and to political
stability and security.

In 2014, EUR 128 565 million (90.22 % of total EU expenditure) was allocated to
Member States. See the notes to the tables in the annexes to this document for further
details on the methodology used for the allocation of expenditure.

All the commitment figures presented in this chapter exclude assigned revenues. The
names of the programmes presented in this chapter are the names of the programmes
of the current multiannual financial framework (2014-2020). Please note that com-
mitment appropriations made in 2014 refer to the current programmes, while pay-
ments in the same year cover both the current programmes and the completion of
previous programmes.

(1) A full statement on this policy and its rationale is found in Chapter 2 of the 1998 Commission report ‘Financing of the
European Union and in Budget contributions, EU expenditure, budgetary balances and relative prosperity of the Member
States’, a paper presented by the Commission to the Economic and Financial Affairs Council of 13 October 1997. The
Presidency conclusions of the Berlin European Council of 24 and 25 March 1999 endorse this principle: [...] it is recognised
that the full benefits of Union membership cannot be measured solely in budgetary terms’ (point 68 of the Presidency
conclusions).
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Financial data structure in 2014

Year 2014
R
PA carried Payment appropriations (PA) PA PA + carryovers
over from implemented (annual financial flow) — 2014 carried over lapsing =
year 2013 and = EUR 138 440 million toyear 2015 EUR 218 million
implemented in (A+B) =EUR
2014 =EUR 1787 million
1304 million
(B)
g
3 IMPLEMENTED VOTED BUDGET 2014 (A) F§
T = EUR 137 136 million o
c =
g- N
i tH f 7
Lt ()]
Including other Including other institutions = EUR 3 027 million Including other Including other
institutions = EUR institutions = institutions =
402 million EUR 422 million EUR 132 million
Assigned revenue implemented = EUR 4 057 million Assigned revenue Assigned revenue
carryover = EUR (including EFTA and carryovers) ;;'{fdzofvj,;m b Eﬂ;'; mon
3277 million © 2991 million

>
Surplus from
theyear2013 =

EUR
1005 million Traditional own resources (TOR)

1) o e

= =EUR 16 429 million

5 Sugar i Customsduties i Amounts

5 levies i =EUR : retained as

oc = : 21998 million : TOR collection
EUR -25 : i costs=EUR
million i 5543 million

-

Assigned revenue collected = EUR 3 773 million

Own resources collected = EUR 132 961 million

Value
Added Tax
(VAT) own
resource =
EUR

17 667
million

-

GNI own resource (residual resource)
=EUR 99 074 million

Other revenue = EUR 9 973 million

Execution of voted appropriations can be looked at from different perspectives depending on the emphasis one

will put on the final information passed:

EUR 138 440 million

General data structure of the Financial Report 2014

= Year of occurrance approach without assigned revenue
Implemented voted budget and implemented carryovers from the previous
financial year excluding implemented assigned revenue

EUR 142 497 million

Others
(suchas UK
correction,
payments
from/to
Member
States, etc)
=EUR

-209 million

Year of occurrance approach

Implemented voted budget and implemented carryovers from the
previous financial year + implemented assigned revenue

\
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In total, 94 % of the EU budget is allocated to Member States for funding policies and
projects being implemented both in the EU and in other countries. The chart below shows
the amount allocated to each country from the budget. It also shows each Member State’s
allocation as a percentage of national GNI, thus making the figures easier to interpret by
giving an indication of the relative importance of EU expenditure for each country.

EU budget 2014 — Payments executed (million EUR)
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Administration;
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4 Global Europe;
6909 (4.99 %)

| Special instruments;
427 (0.31 %)
1a Competitiveness

for growth and jobs;
11 848 (8.56 %)

3 Security and
citizenship;
1656 (1.20 %)

2 Sustainable growth:
natural resources;
55083 (39.79 %)

EUR 138 440 million

1b Economic, social
and territorial
cohesion;

54149 (39.11 %)

Expenditure by Member State in 2014 (million EUR)
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Methodological note: allocation of expenditure in 2014

Executed EU expenditure came to a total of EUR 138 724 million in 2014 excluding
the expenditure related to earmarked revenue (EUR 3 773 million) and including that
relating to EFTA contributions (EUR 284 million) or EUR 142 497 million including ex-
penditure related to earmarked revenue and expenditure related to revenue from EFTA
contributions. Of this total expenditure, EUR 128 565 million (90.22 %) was allocated
to Member States and EUR 6 575 million to non-EU countries.

In addition, EUR 3 584 million was allocated in relation to which the country of the final
beneficiary cannot be determined.

The table below shows the allocation of expenditure for 2013 and 2014.

2014 (million EUR) 2013 (million EUR)

Expenditure allocated to Member States 128 565 134656
Expenditure allocated to non-EU countries 6575 6358
Expenditure with an undetermined beneficiary 3584 3004
Total executed EU expenditure (') 138724 144078

(1): excluding the expenditure related to earmarked revenue and including that relating to EFTA
contributions.

Expenditure allocated to non-EU countries in 2014 (EUR 6 575 million) mainly re-
lated to the EU’s role as a global player (EUR 5 437 million). Significant amounts
were also allocated to research (EUR 444 million), the Connecting Europe Facility (CEF)
(EUR 279 million), fisheries (EUR 70 million) and other (EUR 345 million).

Expenditure with an undetermined beneficiary (EUR 3 584 million in 2014) includes the
following two categories:

» expenditure related to the EU’s role as a global player (EUR 1 387 million, in addition
to the expenditure of this type that was allocated to a specific non-EU country, as
referred to above);

» expenditure benefiting EU Member States but that, by its nature, cannot be attrib-
uted to a specific Member State (EUR 2 197 million). This related to administration
(EUR 481 million), research (EUR 1 032 million), COSME (Competitiveness of enter-
prises and small and medium-sized enterprises) (EUR 189 million), the Connecting
Europe Facility (CEF) (EUR 128 million) and other (EUR 367 million).

Methodology

Year of reference

Executed and allocated expenditure are actual payments made during a financial year,
resulting from that year's appropriations or from carryovers of unused appropriations
from the previous year. Expenditure financed from earmarked revenue is presented
separately.
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Allocation of expenditure

Expenditure is allocated according to the criteria used for the UK correction, i.e. that
all possible expenditure must be allocated, with the exception of expenditure related
to external actions or to the pre-accession strategy (if paid to the 15 Member States
that joined the EU before 1 May 2015), guarantees, reserves and expenditure related
to earmarked revenue.

Allocation by Member State

Expenditure is allocated to the country in which the principal recipient resides, on the
basis of the information available in the Commission’s financial system ABAC. Some
expenditure is not (or is improperly) allocated in ABAC, due to conceptual difficulties. In
such cases, additional information received from the relevant services is used when-
ever available (e.g. for Galileo, research and administration).
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Competitiveness for
growth and jobs

Highlights

© 2015 Pixabay

© 2015 Pixabay

A new dedicated SME A Facebook chat on Erasmus+ The PEARL project (Preparing The European research
instrument will allow SMEs to was organised in November  for Extreme And Rare events project, HIKARI, promotes
access EU funds more easily. 2014, the aim of which was  in coastal regions), launched  cooperation between Europe
to help young people to find  in 2014, brings together and Japan in the field of
out more about opportunities experts in hydro engineering  high-speed transport. In
for education, training and and risk reduction to develop particular, it aims to create

employment. The event ways in which communities  the aircraft of the future,

confirmed the worldwide and experts can collaborate  which will make it possible to

popularity of the programme. to reduce the risks posed by  fly between Europe and Japan
floods. in 3 hours.

‘A new boost for jobs, growth and investment’ is one of the EU priorities put forward
by Jean-Claude Juncker's Commission. The expenditure allocated to the budget sub-
heading ‘Competitiveness for growth and jobs’ therefore plays an ever more important
role in boosting growth and creating jobs in the EU. This area includes: research and
innovation; education and training; trans-European networks in energy, transport and
telecommunications; social policy; and the development of businesses. The main pro-
grammes financed under this subheading are Horizon 2020 and large infrastructure
projects such as Galileo (global satellite navigation) and EGNOS (the European geosta-
tionary navigation overlay service), ITER (fusion energy), Erasmus+ (education, train-
ing, young people and sport), the Connecting Europe Facility (CEF) (transport energy
and telecommunications) and COSME (Competitiveness of enterprises and small and
medium-sized enterprises).
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Heading 1A — Payments executed in 2014 (million EUR)

Communication Technology (ICT);

Customs, Fiscalis and Anti-Fraud;

billion EUR

Actions financed under the prerogatives of the  Pilot projects and preparatory actions; 18 (0.16 %)

conferred to the Commission; 114 (0.96 %)

Other actions and programmes; 213 (1.80 %)
Energy projects to aid
economic recovery (EERP);

Employment and Social

Youth and Sport (Erasmus+);

Commission and specific competences Decentralised agencies; 238 (2.01 %)

European satellite navigation systems
(EGNOS and Galileo); 1 130 (10 %)

| ITER: 428 (3.62 %)
European Earth Observation Programme
(Copernicus); 243 (2 %)

| Nuclear Safety and Decommissioning;
165 (1.39 %)

177 (1.49 %)
CEF — Information and

5 (0.04 %)

CEF — Transport;

792 (7 %)

CEF — Energy;
10 (0 %)

93 (0.79 %)

EUR 11 848 million

Innovation (EaSl);
81 (0.69 %)

Education, Training,

1360 (11.48 %) Horizon 2020;
6292 (53.11 %)
Competitiveness of enterprises and small
and medium-sized enterprises (COSME);
229 (1.94 %)
Euratom Research
and Training Programme;
259(2.19 %)
Heading 1A — Expenditure by Member State in 2014
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Horizon 2020

In 2014, EUR 9 022 million were committed for Horizon 2020.

Horizon 2020 is the biggest EU research and innovation programme ever. It will lead
to more breakthroughs, discoveries and world-firsts by combining the strengths of re-
search and innovation, in order to bring ideas ‘from the lab to the market’. Horizon
2020 brings together scientists and industry, with the aim of boosting growth and jobs
and finding solutions to the ‘big challenges’ currently facing our society, including cli-
mate change, energy security and health. The research and innovations resulting from
the programme will help improve quality of life, protect the environment and make
European industry more sustainable and more competitive. Horizon 2020 is open to
researchers from all over the world. Almost EUR 80 billion of funding is available from
2014 to 2020, distributed mainly across three priority areas:

» excellence in science;
» industrial leadership; and
» tackling societal challenges.

It is expected that at least 60 % of the overall Horizon 2020 budget will be allocated
to measures related to sustainable development, and that climate-related expenditure
(including measures to improve resource efficiency) will exceed 35 % of the budget.

Horizon 2020 introduces many reforms compared to the previous framework pro-
grammes for research (most recently the sixth and seventh framework programmes,
FP6 and FP7). Funding can be awarded to research and innovation projects at every
stage, thus supporting activities ranging from basic research to bringing innovations
onto the market. The programme goes further in tackling major societal challenges,
and rules and procedures for applying for and receiving funding have been greatly sim-
plified. A new measure tailored to the specific needs of SMEs has been introduced, and
further new measures will help to promote excellence. Consideration has been given
to gender issues in all aspects of the programme and funding for social sciences and
humanities is also fully integrated.

A total of 79 calls for proposals, offering around EUR 15 billion of funding, had been
published by May 2015, focusing on areas including personalised healthcare, digital
security and smart cities. The 26 000 proposals submitted by May 2015 showed a no-
table increase in the number of applications being received from businesses, compared
to the level seen during the seventh framework programme.

EU-industry partnerships for innovation

Eleven partnerships with industry and Member States, worth a combined total of over
EUR 23 billion, are being launched under Horizon 2020 as part of the EU’s Innovation
Investment Package. The EU’s contribution of EUR 9 billion will unlock EUR 10 billion in
investment from the private sector and EUR 4 billion from Member States.

Most of the funding will go to joint technology initiatives, run as joint undertakings.
They organise their own research agenda and award funding for projects on the basis
of open calls. The first calls were launched in July 2014, offering EUR 1.1 billion in
public funding, to be matched by a comparable amount of private investment. The first
round of funding was allocated to projects designed to improve people’s quality of life



and boost the competitiveness of European industry. The areas receiving funding in-
clude new treatments for diabetes and eye disease and the roll-out of hydrogen-pow-

ered road vehicles and refuelling stations.

Expenditure on research and innovation in 2014 related to both Horizon 2020 and to
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the previous framework programmes for research (FP6 and FP7).

Fighting cancer with made-to-measure vaccines

A new wave of personalised vaccines could harmness
the power of patients’ own immune systems to fight an
aggressive form of brain cancer.

Vaccines are generally thought of as a preventative
measure given to a healthy person to protect them
from catching an infectious disease. Widely used
vaccines such as those against measles, mumps, polio
and the flu all fall into this category. In the future,
however, the focus is likely to shift towards ‘therapeutic
vaccination’, which involves administering vaccines to
people in the early stages of a long-term illness as

a way of preventing or reversing its progression.

New vaccines could be designed to prevent the onset
of chronic conditions such as Alzheimer’s disease and
cancer, or viral infections including HIV and dengue fever.

The IMPROVE project, which is funded by the seventh
framework programme for research and was launched
in 2014, focuses on improving prostate cancer
outcomes through vaccines.

Duration of the project: April 2014-March 2018

EU contribution: EUR & million

Marie Sktodowska-Curie actions/the European Institute

of Innovation and Technology

The Marie Sktodowska-Curie actions, part of the research and innovation pro-
gramme set under Horizon 2020, are designed to both improve the skills and mobility
of researchers and to boost innovation in all stages of the process, from education and
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research right through to products being brought onto the market.

The Marie Sktodowska-Curie actions support researchers at all stages of their careers,
irespective of nationality. Researchers working across all disciplines, from life-saving
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healthcare to ‘blue sky research’ (1), are eligible for funding. The Marie Sktodowska-Curie
actions also support industrial doctorates that combine academic research with work
in companies, and other innovative training that improves employability and career
development.

In addition to receiving funding for their research, scientists have the opportunity to
gain experience abroad and in the private sector, and to complement their experience
in their own field with training in other competences or disciplines that could be useful
for their careers.

The European Institute of Innovation and Technology was set up to improve
Europe’s ability to innovate, in order to respond to emerging societal problems and
to meet the demands of consumers. Its aim, in particular, is to see ideas from higher
education, research and innovation activities picked up by businesses and developed
into a form that has commercial applications, in particular through start-up compa-
nies. The Institute supports the Knowledge and Innovation Communities. These are
excellence-driven partnerships set up between higher education institutions, research
organisations, companies and other interested parties within self-supporting networks.
The effectiveness of Knowledge and Innovation Communities in the fields of sustain-
able energy, digital innovation and climate change has started to become visible, with
a rising number of business ideas incubated and more than 12 000 applications sub-
mitted for courses affiliated to the European Institute of Innovation and Technology
since 2010.

The funding awarded over the period 2007-2013 supported around 50 000 research-
ers of 136 different nationalities working in more than 81 countries. Over 50 % of
funded research projects directly address the major societal challenges as defined in
the Europe 2020 strategy (e.qg. climate change). In the current funding period, the Marie
Sktodowska-Curie actions have continued to address the three 2020 flagship initia-
tives: the Innovation Union, Youth on the Move and An agenda for new skills and jobs.

In 2014, the European Institute of Innovation and Technology selected two new Knowl-
edge and Innovation Communities, in the areas of innovation for healthy living and ac-
tive ageing, and raw materials (sustainable exploration, extraction processing, recycling
and substitution). These areas correspond to challenges currently being faced by the
EU: Europe’s ageing population and the fall in raw material prices worldwide.

Two years after completing their Marie Sktodowska-Curie fellowships, an estimated
95 % of individual fellows are employed and are approximately 10 % more likely than
other researchers to work under a permanent contract, an indicator of their compara-
tively higher employability. Having a research mobility scheme of this type in place at
EU level contributes significantly to the development of the European Research Area
in real, practical terms. By promoting healthy competition within the European scien-
tific field, it offers greater benefits than could national schemes. At the same time, it
ensures the appropriate level of cooperation between different actors, which, in turn,
stimulates investment in R & D-intensive sectors.

Funding was awarded under the Marie Sktodowska-Curie actions in accordance with
the timetables for the 2014 and 2015 work programmes. The programme’s budget for
2014 was used in full, with 100 % of annual appropriations being committed without
any significant deviation from planning.

() Blue sky research (also called blue sky science) is scientific research in domains where ‘real-world’ applications are not
immediately apparent.



Two Nobel Prizes for EU-funded researchers

The two following examples are good illustrations of the
value of Marie Sktodowska-Curie actions in spotting and
supporting excellence in individual researchers as well as
in the laboratories where they are trained. In 2014, two
former Marie Sktodowska-Curie project coordinators were
respectively awarded the Nobel Prize in Medicine and the
Nobel Prize in Chemistry.

Edvard I. Moser, together with his wife May-Britt

Moser and John O’Keefe, received the Nobel Prize

in Medicine 2014 for their discoveries of cells that
constitute a positioning system in the brain. Edvard |.
Moser supervised two incoming fellows awarded Marie
Sktodowska-Curie actions fellowships in 2009 and 2012
in Norway. He also received funding from the European
Research Council.

The winner of the Nobel Prize in Chemistry 2014,
Professor Stefan W. Hell from the German Cancer
Research Centre, had been awarded Marie Curie
fellowships in 1996 and 1997. He then became
coordinator of several Marie Sktodowska-Curie actions
fellowships closely connected with the research for which
he was awarded the Nobel Prize.

© MSCA
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MARIE CURIE

Projects granted funding during the 2007-2013 programming period (under the prede-
cessor programme, Marie Curie Actions) have continued to be implemented in parallel

to the projects funded under the 2014-2020 programmes.

ITER

In 2014, EUR 730 million were committed for ITER.

The ITER project is part of the Strategic Energy Technology Plan (}). The aim of the
project is to build and operate an experimental fusion reactor, a major step towards
demonstrating how fusion could be used as a sustainable source of energy.

ITER, as a large-scale and long-term first-of-a-kind research project, cannot be carried
out by individual EU Member States or even by the EU alone. It was therefore decided
to establish a global framework through an international agreement between the Euro-
pean Atomic Energy Community (Euratom) and six other parties — China, India, Japan,

Korea, Russia and the USA.

() The European Strategic Energy Technology Plan aims to accelerate the development and deployment of low-carbon tech-
nologies. It seeks to improve new technologies and bring down costs by coordinating research and helping to finance projects.
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Construction of the reactor began in 2007 in Saint Paul-Lez-Durance (France). Euratom
is providing approximately 48 % of all components and is thus the largest contributor
to the project. These components are being provided through Fusion for Energy, the
European Joint Undertaking for ITER and development of fusion energy. During the
period 2014-2020, the EU will continue to contribute to the successful construction of
the reactor, in accordance with the ITER interational agreement. The financing of ITER
has already had a positive impact on industrial competitiveness and job creation, as
the project requires procurement of high tech components. More than three quarters
of the EU’s contribution to ITER leads to contracts with private companies. In the long
term, ITER presents a unique opportunity for European high tech industry and construc-
tion companies to gain a competitive advantage and become leading actors in the
design of the first generation of fusion power plants and their subsequent international
commercialisation.

Fusion for Energy awarded 61 operational contracts and seven grants to industries,
laboratories and other organisations in 2014, worth a total value of over EUR 400 mil-
lion, bringing the total value of contracts and grants awarded so far to EUR 3 248 bil-
lion. In addition, 86 new procurement and grant procedures were launched.

An important milestone achieved in 2014 was the completion of the foundation slab
of the building that will house the reactor. It is a 14 000 m? concrete construction con-
taining 4 000 tonnes of iron reinforcement bars. Fusion for Energy completed the pro-
duction of 97 tonnes of superconducting cable for the toroidal field magnets that will
hold the hot plasma. Many of the main components for these magnets have entered
into series production. Work on the creation of the reactor’s vacuum vessel continued,
in particular on the components protecting its inside from hot plasma. Fusion for En-
ergy has also continued to develop the reactor’s heating systems. The plasma in the
reactor must be brought to high temperatures to achieve fusion. Fusion for Energy has
signed eight agreements with European research laboratories for the development of
detailed designs.

Expenditure on the construction, operation and exploitation of the reactor in 2014 re-
lated to funding awarded under the 2007-2013 and 2014-2020 multiannual financial
frameworks.

© 2015, ITER Organisation
ITER aerial view
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Galileo and EGNOS

EUR 1 326 million were committed for Galileo and EGNOS programmes in 2014.

Galileo is Europe’s initiative for a state-of-the-art global navigation satellite system,
providing a highly accurate global positioning service under civilian control. Galileo will
offer autonomous navigation and positioning services, but will also be compatible with
the US GPS satellite navigation system. It will ensure Europe’s independence in an area
that is of strategic importance to both its economy and security. Galileo will be used
for strategic purposes such as civil protection, critical infrastructure protection, defence
and peacekeeping missions, for critical business processes that require uninterrupted
navigation, and for timing services needed for the synchronisation of electricity grids
and telecommunication networks.

The European geostationary navigation overlay service (EGNOS) is the first pan-Eu-
ropean satellite navigation system. It makes it possible to use the US GPS system in
safety-critical situations such as directing aircraft approaches to airports or navigating
ships through narrow channels. Consisting of three geostationary satellites and a net-
work of ground stations, EGNOS achieves its aim by transmitting a signal containing
information on the reliability and accuracy of the positioning signals sent out by GPS.
It allows users in Europe and beyond to determine their position to around 1 metre.

The satellite navigation sector also provides an enormous market, offering the poten-
tial to generate growth and create jobs in the EU. Like the internet, a global naviga-
tion satellite system is a service enabler rather than a standalone service. It acts as
a catalyst for economic activities, leading to the creation of growth and jobs in a wide
range of domains, such as space, receivers and applications. In 2013 the annual global
market for navigation satellite products and services was valued at EUR 175 billion. It
is expected to grow over the next years to an estimated EUR 237 billion in 2020.

Both programmes are complex space projects, exceeding the financial and techni-
cal capacities of a single Member State, and, as such, they fall entirely within EU
competence.

The Galileo and EGNOS programmes for the 2014-2020 multiannual financial frame-
work were successfully rolled out in 2014, with a smooth transition being made from
the 2007-2013 programmes. Delegation agreements ensured a clear division of tasks
between the European Space Agency and the European Global Navigation Satellite
Systems Agency. The European Space Agency is responsible for running the Galileo
programme, i.e. for the construction and the development of the space and ground
infrastructure. The European Global Navigation Satellite Systems Agency is responsible
for the use of the Galileo and EGNQS systems, the security of the programmes and the
promotion and the marketing of the services.

The infrastructure for Galileo has continued to be put in place. The correct working
of the satellite navigation system was validated in orbit. Two Galileo satellites were
launched in August 2014. Due to an anomaly at launch, however, the satellites were
sent into an incorrect orbit. The root cause of the anomaly was identified and corrective
measures were taken. The two satellites were moved into an improved orbit and their
future use will be decided over the course of 2015. The launch of Galileo satellites
resumed in March 2015, meaning that the overall plan for putting the Galileo system
into operation is now back on track. At the same time, preparations for the provision of
initial Galileo services continued which are expected to be provided in 2016.

Expenditure on Galileo and EGNOS in 2014 related to both the 2007-2013 and 2014-
2020 programmes.

57



58 FINANCIAL REPORT

Ariane and Galileo join forces

To secure a European launcher for Galileo satellites,

a EUR 511 million contract was signed with
Arianespace in August 2014 for the acquisition of three
Ariane-5 launchers. Each Ariane-5 launcher will have

a capacity to carry four Galileo satellites into orbit per
launch — as soon as technical adaptation to Galileo
satellites is completed.

© OHB

Connecting Europe Facility (CEF)

The Connecting Europe Facility is a funding framework for projects of common interest
in the areas of transport, energy and information and telecommunications technolo-
gies (ICT). In 2014, EUR 1 975 million were committed for the CEF.

Transport:

The CEF provides funding to projects that will tackle bottlenecks in the transport sys-
tem and provide the ‘missing links’ in the network, thus creating seamless networks at
European level where each Member State has the necessary connections to neighbour-
ing countries. The CEF aims to develop better connections between Member States,
and thereby to improve the EU’s competitiveness and increase social and economic
cohesion between regions and between individual Member States. As part of the CEF,
EUR 11.3 billion of investment from the Cohesion Fund has been allocated to projects
being carried out in the ‘Cohesion Member States’ that relate to the main transport
network (the core network and corridors) and that have been identified as priorities for
the 2014-2020 programming period.

Payments for transport infrastructure were made relating to funding awarded under
the predecessor programme to the CEF, the Trans-European Transport Network (TEN-T),
in operation during the 2007-2013 programming period.

In 2014, with regard to the funding framework 2007-2013 in the area of transport,
the Commission has launched a call for proposals for projects of common interest
corresponding to objectives of implementing the priority projects (EUR 50 million), the
Motorways of the Sea (EUR 80 million), implementation of the European Rail Traffic
Management Systems (ERTMS) (EUR 70 million), implementation of the Air Traffic Man-
agement (ATM) (EUR 30 million) and Intelligent Transport Systems (ITS) (EUR 50 mil-
lion). A separate call for proposals was launched for projects that will contribute to
meeting the annual objectives of the CEF. EUR 70 million were available under this call.

The Commission also made payments in respect of the financial instruments entrusted
to the European Investment Bank, including for the loan guarantee for the TEN-T pro-
jects (EUR 50 million), and for the project bonds (EUR 66 million and EUR 84 million in
January 2015, relating to a transaction carried out in 2014).
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A total of EUR 13.1 billion in grants is to be awarded to projects proposed under
the first call for proposals in the area of transport launched under the 2014-2020
multiannual financial framework. The call was launched in September 2014 with an
initial EUR 11.9 billion and the largest part of the funding will be allocated to pro-
jects designed to tackle bottlenecks in the transport system and provide the ‘missing
links” in the network (EUR 6 billion). These projects aim to ensure sustainable and
efficient transport (EUR 250 million), optimise the integration and the interconnec-
tion of transport modes and improve interoperability, safety and security of transport
(EUR 750 million) and contribute to the projects submitted by the Cohesion Member
States (EUR 4 billion). EUR 930 million has been allocated to a call for proposals for
projects that will contribute to meeting the annual objectives of the CEF.

The total value of all requests for funding was 2.7 times more than the amount avail-
able to be awarded. The proposals have been evaluated in the second quarter of 2015
and been approved by the CEF Committee. Decisions relating to individual projects are
expected to be implemented as of the third quarter of 2015.

Energy:

Energy infrastructure is typically financed by energy companies and through tariffs
paid by consumers. Some of the cross-border pipelines and electricity grids, which are
crucial for security of supply or use highly innovative technology, may, however, en-
counter difficulties in accessing finance from the market as a result of their higher risk
level. Furthermore, some projects may not be commercially viable. Funding from the
CEF will act as a catalyst for investment from private and public investors.

Support from the EU may take the form of grants for either feasibility studies or envi-
ronmental impact assessments. Funding may also be given, under certain conditions,
for building critical gas pipelines or electricity grids. The EU provides support to projects
via the CEF and also by means of financial instruments (%).

The CEF provides funding for projects that provide significant societal externalities,
such as security of supply, solidarity or innovation, and that may not otherwise be com-
mercially viable within the regulatory framework.

To be eligible for financial support under the CEF, projects must first be identified as
projects of common interest. These are critical infrastructure projects that will help
integrate the energy markets of Member States and, in particular, address the isolation
of some Member States from Europe-wide energy networks.

EUR 647 million was allocated to critical priority infrastructure projects through the first
CEF call for proposals, which took place in 2014. The largest part of the funding went
to gas projects in the Baltic region, central-eastern and south-eastern Europe. These
projects will increase Europe’s energy security and help to put an end to the isolation
of certain Member States from EU-wide energy networks. They will also contribute to
the successful completion of the creation of a European energy market and to the inte-
gration of renewable energies in the electricity grid. In addition to new pipelines, these
projects also involve the construction of terminals for shipping liquefied natural gas.

(*) The Connecting Europe Facility (CEF) provides two types of financial assistance to projects of common interest: grants
(i.e. direct co-financing, whereby the EU finances a certain percentage of the eligible costs) and financial instruments (which
help project promoters to gain access to finance). Whereas grants are being used to co-finance studies and, under very strict
conditions, also construction work being carried out under the projects, financial instruments are used to facilitate access to
finance for construction only. The entity currently entrusted with managing financial instruments being used under the CEF

is the European Investment Bank. The Bank will initially use a debt instrument, i.e. offering risk sharing for the debt financing
used by the promoter to fund the construction work. This can take the form of senior or subordinated debt or guarantees. The
assistance provided by the CEF thus allows the project promoter to raise the money needed for construction work more easily.
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Of the 34 grants awarded:
» 16 are for projects in the natural gas sector and 18 for projects in the electricity sector;

» 28 are for financing studies, such as environmental impact assessments and 6 are for
construction works projects.

A number of the projects supported by the CEF have been identified as critical projects for
security of supply under the European Energy Security Strategy of 28 May 2014.

Payments for energy were made related to funding awarded under the predecessor
programme to the CEF, the Trans-European Energy Network (TEN-E), in operation dur-
ing the 2007-2013 programming period, and to funding awarded under the legacy
programme, European Energy Programme for Recovery. The first grant agreements for
the CEF had not yet, however, been concluded, meaning that no payments were made
in respect of this programme.

Telecommunications:

The CEF supports the deployment and interoperability of projects in the field of trans-Eu-
ropean networks. These projects are expected to contribute to economic growth and to
improve the daily life of citizens, businesses and public authorities through the promo-
tion of trans-European digital services infrastructures and broadband networks.

The digital service infrastructures being developed are listed in Regulation 283/2014
(CEF Telecom Guidelines) (}). The essential components needed to support the entire
digital service infrastructure began to be put in place in 2014. Work on digital infra-
structures also focused on the following areas: safer internet use for children, digital
culture, open data and cybersecurity.

In this context the payments made in 2014 related to the previous programme, the com-
petitiveness and innovation framework programme. In January 2014, the Commission
made a payment of EUR 13 million to the European Investment Bank in respect of the pi-
lot project bond instrument launched in 2012 as part of the ICT policy support programme
created within the competitiveness and innovation framework programme (CIP-ICT-PSP).

EUR 29.6 million in grants are expected to be awarded in 2015 to projects proposed
under the first call for proposals carried out under the 2014-2020 multiannual finan-
cial framework. The largest part of this funding has been allocated to the launch and
operation of the generic services platforms developed as part of work on Safer internet
and electronic Identification and of the core service platform for Europeana (2).

In addition, following calls for tender carried out in 2014, EUR 39.4 million was spent
on the launch and operation of core service platforms for the following infrastructures:
Safer Internet for Children, electronic identification and eSignature, electronic delivery
of documents, elnvoicing, Access to re-usable public sector information — Public Open
Data, Automated Translation and Cyber Security.

With respect to financial instruments for broadband projects the Commission also
made a global commitment of EUR 17.5 million, through a delegation agreement with
the European Investment Bank, the entrusted entity, which is about to be finalised.

() http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=0J%3AJ0L_2014_086_R_0014_01&from=EN
(3) A multilingual online collection containing millions of digitised items from European museums, libraries, archives and
multimedia collections.
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A further EUR 10 million will be committed to financial instruments for broadband un-
der a cross-sectoral work programme for CEF financial instruments, which is expected
to be adopted in the second half of 2015.

Example — transport o

Providing alternative fuel solutions for transport

This project, designed to provide alternative fuel solutions
for the maritime sector, allows the sector to use liquefied
natural gas (LNG) by creating the infrastructure for the
small-scale supply of LNG in the ports of Rotterdam (the
Netherlands) and Gothenburg (Sweden). The new break
bulk facility in Rotterdam will supply LNG to smaller
infrastructure facilities (e.g. smaller terminals in other
ports) and provide a truck-loading bay to enable ships ¢ 5015 pixanay
to bunker LNG in the port using trucks. The Gothenburg
facility, which will serve the Scandinavian LNG bunkering
market, will be the first satellite terminal to be supplied
by the Rotterdam break bulk facility.

Duration: January 2012 to December 2015

EU contribution: EUR 34 million

Example — energy

Preparatory studies for a merchant interconnector
between France and the UK

ElecLink is a project to create an electricity
interconnection between Coquelles (France) and
Folkestone (United Kingdom). The aim is to build and
operate a 1 000 MW merchant (for-profit) interconnector
measuring approximately 70 km in length and passing
through the Channel Tunnel to connect the 400 kV
electricity grids of France and the United Kingdom.

EU funding for the ElecLink project will cover half the
cost of preparatory work needed to be completed in
order for construction work to begin (obtaining permits,
authorisations, regulatory exemptions and financing).
Funding will also cover compliance with environmental
requirements and grid operator requirements and the
selection of a preferred tenderer for the construction of
the interconnector.

Duration: until September 2015

EU contribution; EUR 1.7 million (to cover half the costs
of the preparatory work)
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Example — information and communication
technology

European Open Data Portal

The European Open Data Portal () was launched in
2014 and gives access to open datasets, which are
free to use and reuse, provided by local, regional and
national public bodies across Europe. The website,
which builds on work on a prototype currently available
at http://publicdata.eu, offers access to 47 864
datasets from 28 different national and regional open
data catalogues and is continually being added to.  © memorialphoto — Fotolia
Around 70 000 people visited the site in 2014 (an
increase of 64 % from 2013).

Competitiveness of enterprises and small and
medium-sized enterprises (COSME)

EUR 254 million were committed for COSME in 2014.

The COSME programme is the first EU programme designed primarily to benefit small
and medium-sized enterprises (SMEs). It aims to support the competitiveness, growth
and sustainability of EU businesses and to promote entrepreneurship. It has a budget
of EUR 2.3 billion for the 2014-2020 programming period, and has the following four
main objectives:

» making it easier for SMEs to access financing by providing loan guarantees and risk
capital;

» helping businesses to access new markets inside and outside the EU;

» improving the framework conditions for businesses, e.g. by reducing the administra-
tive burden on SMEs; and

» encouraging entrepreneurship and an entrepreneurial culture.

SMEs are the backbone of the EU economy and the EU’s main asset for job-rich eco-
nomic growth. They account for over 99 % of all European businesses and provide two
thirds of private sector jobs. COSME aims to improve the business environment for
SMEs and to encourage the founding and growth of SMEs in Europe. In order to be able
to reach SMEs and potential entrepreneurs effectively, the Commission will use local
intermediaries, such as banks or venture capital funds for access to finance and local
business support organisations (e.g. chambers of commerce and clusters).

(*) https://open-data.europa.eu/en/data
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COSME builds on the successes of its predecessor, the competitiveness and innovation
framework programme (CIP). It allocates more EU funding to fewer initiatives, mainly
those which proved successful under the CIP. For example, EUR 1.4 billion is allocated
to financial instruments (such as bank loans) under COSME, as part of a ‘zero bureau-
cracy’ strategy. To access funding, SMEs simply apply for financing in the usual way
(e.g. by applying to the bank for a loan, or looking for direct investment from a risk
capital fund).

A new initiative will combine contributions from several EU programmes (COSME, Hori-
zon 2020 and the Structural Funds) and from the European Investment Bank (through
the SME Initiative). This involves Member States voluntarily using part of their Struc-
tural Fund allocation for SME loans, which will generate significant levels of investment
thanks to the fact that the loans are guaranteed and/or are provided through securiti-
sation via the European Investment Bank.

As in previous years, the Enterprise Europe Network continues to be the local point of
contact for SMEs, providing information, advice and services free of charge in the local
language and based on the in-depth knowledge of local experts. Under COSME, the
network is being reformed and its performance monitored to guarantee even higher
quality services to SMEs.

The year 2014 was a period of transition between CIP and COSME. The CIP financial
instruments were still in operation and the Enterprise Europe Network was still funded
by CIP. There was no financing gap. Implementation of CIP (COSME’s predecessor) left
a positive budget balance.

Helpdesk to protect intellectual property rights

COSME funds helpdesks that offer frontline advice and
support to European SMEs experiencing difficulties
relating to intellectual property rights in, or in relation to:

» China;
» the countries of the Association of
South-east Asian Nations (ASEAN); or

» the Common Market of the South (Mercosur).
© 2015 Pixabay

The helpdesks provide expert advice by replying to
individual business enquiries.
They also offer e-learning tools and face-to-face
workshops. They help SMEs deal with issues such as:
» counterfeit products entering the EU market;
» protecting intellectual property rights before
and while doing business in the countries
concerned; and
» finding and working effectively with
administrations or service providers to
enforce their intellectual property rights.
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Erasmus+

EUR 1 559 million were committed for Erasmus+ in 2014.

As of 2014, Erasmus+ has brought together seven previously separate EU programmes
in the fields of education, training and young people. It is now, for the first time, also
providing support for sport.

Erasmus+ provides opportunities for EU citizens to study, train, gain work experience
and volunteer abroad. The programme supports transnational partnerships between
institutions and organisations providing education, training and services to young peo-
ple to encourage cooperation between them. It creates a link between the worlds of
work and education, with the aim of tackling the skills gap in Europe. It also supports
measures being taken at national level to modernise education, training and youth
schemes. In the field of sport, there will be support for projects at local level and for
tackling cross-border problems such as match-fixing, doping, violence and racism.

The Erasmus+ programme contributed to the Commission’s overall aim of helping to
overcome the current economic crisis and to restore confidence in the EU, especially
among young people. Over the years, the EU education programmes have helped to
improve access to education in Europe. Higher education attainment has improved
(2000: 22.4 %; 2010: 33.5 %; 2013: 36.9 %) and early school leaving rates have fallen
(2000: 17.6 %; 2010: 14.1 %; 2013: 12.0 %).

In 2014, demand for funding far exceeded the available budget, with proposals for
around 21 000 education and training projects and over 11 000 youth projects being
submitted.

Funding EU moability in this way has clearly improved the employability of participants.
Half of all European graduates who have studied or trained abroad have benefited
from Erasmus (more than 3 million students since its inception) and Erasmus has in-
creased their employability by 45 %. The unemployment rate among Erasmus stu-
dents 5 years after graduation is 23 9% lower than that of other students. Furthermore,
EU-funded mobility encourages mobility across all Member States and has a ‘ripple
effect’ on student mobility in general. Similarly, in the area of international mobility,
the EU-funded joint masters and doctoral programmes have been shown to be very
valuable for graduates, in terms of finding work and/or further research positions. The
mid-term evaluation of the Erasmus+ programme showed international and intercul-
tural experience to be one of the most important assets that distinguishes Erasmus+
beneficiaries from other graduates.

The projects launched during the 2007-2013 programming period (the Lifelong leamn-
ing programme for learmers and teachers and the Youth in action programme for young
people and youth workers) continued to be implemented in 2014, alongside the pro-
jects funded under the 2014-2020 multiannual financial framework (%).

(1) http://ec.europa.eu/education/tools/u-multirank_en.htm



New higher education database

The new European tertiary education register (ETER)
published its first results in 2014. This database
provides, for the first time at EU level, up-to-date

and comparable data on higher education institutions
(e.g. university size, subjects covered and degree
types, and information about research, international
activities and funding). As well as providing valuable
detailed information for policymakers, it is also
designed to help universities to identify opportunities
for research collaboration or specialisation. ETER
complements university performance databases,
such as U-Multirank, and system-level statistics on
higher education (provided by the Unesco Institute for
Statistics, the OECD and Eurostat, for example). ETER
covers more than 2 600 higher education institutions,
with a combined student population of over 16 million
across 36 countries, including all EU Member States.
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Economic, social and
territorial cohesion

Highlights

The ‘Art on Chairs’ project, A new fund, the Fund for From 2014, 20 % of the
carried out in Portugal, was ~ European Aid to the Most European Social Fund budget
one of the winners of the Deprived (FEAD), was will be allocated to social
2014 RegioStar award. created in 2014 to tackle inclusion. The fund will offer
The project gave new life extreme poverty. It provides  more support to people in
to the traditional furniture non-financial assistance to  difficulties and to those
industry by bringing together the most deprived. from disadvantaged groups,
traditional furniture makers in order to ensure that they
and the design world to turn have access to have the
chairmaking into an art form. same opportunities as others
and to help them integrate
better into society.

Regional policy aims to promote economic, social and territorial cohesion by help-
ing the least-developed EU countries and regions to catch up with the other Member
States, improving competitiveness in all regions and encouraging cooperation between
regions. Cohesion policy also promotes more balanced and sustainable territorial
development.

The EU's regional policy targets all regions and cities in the EU, in order to support job
creation, business competitiveness, economic growth and sustainable development,
and to improve the quality of life of EU citizens.

© phyZick- Fotolia

Broadband availability

is now close to 100 %

in nearly all EU regions,
reducing the disadvantages
of less-developed regions
in doing business through
digital networks.
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In order to achieve these objectives and to address the diverse development needs of
all EU regions, EUR 351.8 billion — almost a third of the total EU budget — has been
set aside for cohesion policy over the period 2014-2020.

Regional policy supports hundreds of thousands of projects all over Europe that receive
funding from the European Regional Development Fund (ERDF), the European Social
Fund (ESF) and the Cohesion Fund. (The Cohesion Fund awards funding to programmes
in EU Member States that have a GDP lower than 90 % of the EU average.)

Coordination and consistency between cohesion policy and the other EU policies that
contribute to regional development (rural development policy and fisheries and mari-
time policy) have been strengthened for the 2014-2020 budgetary period by a requ-
lation (*) on the European Regional Development Fund (ERDF), the European Social
Fund (ESF), the Cohesion Fund, the European Agricultural Fund for Rural Development
(EAFRD), and the European Maritime and Fisheries Fund (EMFF). Together, these five
funds are known as the European Structural and Investment Funds (ESI).

The objectives for 2014-2020 are:

» a stronger focus on results — clearer and more easily measurable targets for better accountability;

» simplification — one set of rules for the five funds;

» conditions — introduction of specific preconditions to be fulfilled before funds can be channelled;
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» a stronger focus on urban areas and on measures to promote social inclusion — a specific amount of the funding
to be awarded under the ERDF has been earmarked for projects in cities, and a part of that awarded under the

ESF is set aside for projects supporting marginalised communities;

» a link to economic reform — the Commission may suspend funding for a Member State that does not comply

with EU economic rules.
The Commission has set 11 priorities:

strengthening research, technological development and innovation;

improving the competitiveness of SMEs;

supporting the shift towards a low-carbon economy;

promoting climate change adaptation, risk prevention and management;
preserving and protecting the environment and promoting resource efficiency;
promoting sustainable transport and improving network infrastructures;

promoting sustainable and quality employment and supporting labour mobility;

o o N 9 un A W N =

promoting social inclusion, combating poverty and discrimination;
10. investing in education, training and lifelong learning; and

11. improving the efficiency of government administration.

(1) http//eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&from=EN

improving access to, and the use and quality of, information and communication technologies;
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Cohesion policy is implemented according to the following steps:

» The budget for the policy and the rules for its use are jointly decided by the European Council and the European
Parliament, on the basis of a proposal from the Commission. In addition to common rules for the European Struc-
tural and Investment Funds (European Regional Development Fund (ERDF), European Social Fund (ESF), Cohesion
Fund (CF), European Agricultural Fund for Rural Development (EAFRD) and European Maritime and Fisheries Fund
(EMFF), there are also rules specific to each fund.

» The principles and priorities of cohesion policy are refined through a process of consultation between the Com-
mission and the EU Member States. Each Member State produces a draft partnership agreement, which outlines
the country’s strategy and proposes a list of programmes. In addition to this, Member States also present draft
operational programmes that cover entire Member States and/or regions. Cooperation programmes will also be
proposed involving more than one country.

» The Commission negotiates with the national authorities on the final content of the partnership agreement and
on each programme. The programmes should reflect the priorities of the country and/or region, or of the coop-
eration area concerned. Workers, employers and civil society bodies can all participate in the programming and
management of the operational programmes.

» The programmes are implemented by Member States and regions. This involves selecting, monitoring and evalu-
ating hundreds of thousands of projects. This work is organised by ‘managing authorities’ in each country and/
or region.

» The Commission commits the funds (to allow the countries to start spending on their programmes).

» The Commission pays the certified expenditure to each country.

» The Commission monitors each programme, alongside the country concerned.

» Both the Commission and the Member States submit reports throughout the programming period.

» The Commission provides support to Member States in order to help them make the best possible use of co-
hesion policy funding, and to address problems with implementation. This support has been reinforced for the
2014-2020 funding period.

There are four main principles underpinning cohesion policy:

» Concentration

This principle has three aspects:

[0 Concentration of resources — the largest proportion of structural fund resources (70 % for 2014-2020) is
concentrated on the poorest regions and countries.

[0 Concentration of effort — focusing investment on the main priority areas for growth
- research and innovation;
- information and communication technologies (ICT);
- improving the competitiveness of small and medium-sized enterprises (SMEs); and

— supporting the shift towards a low-carbon economy.
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O Concentration of spending — at the beginning of each programming period, annual funding is allocated to
each programme. These funds must be spent by the end of the second year after their allocation (known as
the ‘N+2 rule’).

» Programming

Cohesion policy does not fund individual projects. Instead, it funds multiannual national programmes set in accord-
ance with EU objectives and priorities.

» Partnership

Each programme is developed collectively by authorities at European, regional and local level, social partners and
civil society organisations.

The partnership composed of these various authorities and organisations is responsible for the programme at all
stages, from design, through management and implementation, to monitoring and evaluation.

This approach helps ensure that action is adapted to local and regional needs and priorities.
» Additionality
Financing from the European Structural Funds must not replace national spending by a Member State.

The Commission agrees with each country the level of eligible public (or equivalent) national spending to be main-
tained throughout the programming period, and checks compliance with the agreed level in the middle and at the
end of the programming period (in 2018 and 2022).

The objective is to set realistic but ambitious targets for structural public spending in order to ensure that the
contribution from the EU Structural Funds does add to existing funding, and thus increase what can be achieved
through the programme. As a general rule, average annual spending in real terms should not be less than in the
previous programming period.

Although the Structural Funds are part of the EU budget, the way in which they are spent is based on a system of
shared responsibility between the Commission and national authorities:

O The Commission negotiates and approves programmes proposed by EU Member States and allocates re-
sources.

[0 The EU countries/regions manage the programmes, implement them by selecting projects, monitor and as-
sess them.

O The Commission is involved in programme monitoring, commits and pays out approved expenditure and veri-
fies the Member States’ control systems.

For each operational programme, the national authority appoints:

[0 a managing authority (national, regional or local public authority or public/private body to manage the op-
erational programme);

O a certification body (national, regional or local public authority or body to certify the statement of expenditure
and the payment applications before they are sent to the Commission); and

[0 an auditing body (national, regional or local public authority or body to oversee the efficient running of the
management and monitoring system).
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Commitments

Budgetary commitments for the operational programmes are made on an annual basis, by fund and by objective.
The Commission commits the proportion allocated to the first year before the adoption of the operational pro-
gramme. Subsequent annual amounts are committed by 30 April each year.

Automatic decommitment

A proportion of the budgetary commitment is automatically decommitted by the Commission if it remains unused
or if no payment application has been received by the end of the second year following the year of the budgetary
commitment.

Conditions for financing

Co-financing Maximum co-financing rates:
ceilings
- Less developed regions: 80 or 85 % (see Article 120 of Reqgula-
tion (EU) No 1303/2013 for further details)

- Transition regions: 60 %
- More developed regions: 50 %
- Cohesion Fund: 85 %

- European Territorial Cooperation: 85 %

Eligible Eligible expenditure is incurred between 1 January 2014 and 31 December 2022.
expenditure Co-financed transactions must not be completed before the start date for eligibility.
Rules are set at national level except where the specific fund rules state otherwise.
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Structural Funds 2014-2020 (ERDF and ESF) eligibility
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Cohesion Fund eligibility 2014-2020
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Heading 1B — Payments executed (million EUR) in 2014

Technical assistance
and innovative actions: T

13431 (24.80 %)

Outermost and sparsely
populated regions;

(more developed regions)

84(0.15 %)

European territorial
cooperation;
1683 (3.11 %)

Cohesion fund;

7(0.01 %)

Competitiveness

7740 (14.29 %)

Transition regions;
164 (0.30 %)

EUR 54 149 million

Heading 1B — Expenditure by Member State in 2014
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European Regional Development Fund (ERDF)

In 2014, EUR 11 619 (}) million were committed for the European Regional Develop-
ment Fund.

Following the reform of cohesion policy, approved in 2013, investment under the ERDF
has been concentrated on the areas linked to the EU’s strategic priorities, in particular:

» innovation and research;

» information and communication technologies;

» support for small and medium-sized enterprises; and
» the low-carbon economy.

The effectiveness of future investment under the ERDF will also be improved during
the 2014-2020 programming period thanks to a stronger focus being placed on results
(and on setting clear and measurable targets), the introduction of conditions that must
be met before funds can be used (e.g. smart specialisation (?) requirements) and closer
links being established between economic governance and reform.

Specific territorial characteristics are also given particular attention when awarding
funding under the ERDF. The fund finances projects designed to reduce economic, en-
vironmental and social problems in urban areas, with a particular focus on sustainable
urban development. At least 5 % of the ERDF’s resources are set aside for this area,
being awarded to ‘integrated actions’ managed by cities.

Areas that are naturally disadvantaged in geographical terms (through being remote,
mountainous or sparsely populated) are given preferential treatment. In addition, the
outermost areas of the EU also receive specific assistance from the ERDF, in order to
address possible disadvantages suffered as a result of their remoteness.

Member States reported the following results from ERDF projects completed between
2007 and 2013:

» employment — 769 000 jobs created, of which 34 800 are research jobs and
274 100 are in SMEs;

» SMEs — 274 100 projects benefiting from direct investment aid, 97 600 start-ups
supported;

» innovation and research — 72800 research and development projects, 26 700
cooperation projects between industry and academia;

» information and communication technologies — 27 000 ICT projects, 5 mil-
lion more people connected to broadband internet;

» transport — 25 700 km of road built or reconstructed, 4 800 km of railway lines
built or reconstructed;

» environment — 3 100 risk prevention projects, 7 million people benefiting from
flood protection measures;

(1) includes EUR 130 million for technical assistance

(?) Smart specialisation is a new innovation concept designed to promote the efficient and effective use of public
investment in research. Its objective is to boost regional innovation in order to achieve economic growth and prosperity by
enabling regions to focus on their strengths.
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» energy — 32 400 renewable energy projects, 2 700 MW of additional capacity of
renewable energy production;

» social infrastructure — 25 500 education projects, 4 700 health projects.

These results give only a partial overview of the wide range of activities supported by
funding from the ERDF. Many other indicators are specific to certain regions or Member
States and therefore cannot be aggregated. These achievements will continue to be
added to as the programmes do not end until 2015, and a number of large projects
are still ongoing.

Expenditure in 2014 related to three programming periods: closure payments for pro-
grammes launched during the 2000-2006 programming period; interim payments for
programmes from the 2007-2013 programming period; and pre-financing payments
for the newly adopted 2014-2020 programmes.

E-government in Estonia

Estonia is emerging as one of the most advanced
e-societies in the world. Much of Estonia’s
e-government infrastructure has benefited from
investment from the ERDF. As a result, Estonians now
have access to a comprehensive range of public and
private e-services such as e-elections, e-tax, e-policing,
e-healthcare, e-banking and e-schools. The latest
innovation is an e-residency card for non-nationals. It
allows non-residents of the country to access public
and private e-services and to operate in Estonia.

EU contribution: EUR 63 million
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Regions4GreenGrowth helps regions to invest in green energy schemes

At a time when government spending is falling in most European regions, one of the main aims of the
Regions4GreenGrowth project is to find new ways of financing green energy. It allows regions to exchange
experience and provide advice to one another, for example, on the creation of a regional energy fund or green
public procurement. Experience has shown that, on many occasions, a similar problem to the one encountered in
one region has already been solved elsewhere.

EU contribution: EUR 1.6 million
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European Social Fund (ESF)

In 2014, EUR 9 460 (}) million were committed for the European Social Fund.

The European Social Fund (ESF) is an important source of investment at EU level for
job-rich, inclusive and sustainable development.

Its objectives for the programming period 2014-2020 are:
» helping people into work through training and other initiatives, creating opportunities
for self-employment, helping people to balance work and family life, giving workers

the skills to adapt to change and modernising labour market institutions;

» promoting social inclusion for disadvantaged groups, improving access to services
and promoting social entrepreneurship;

» improving education, promoting lifelong learning, reducing the number of early
school leavers and making the transition from school to work easier; and

» improving the quality of public administration and helping those involved in imple-
menting policies to develop, within their organisation, the capacities needed to do
so more effectively.

As of 2014, the role of the ESF has been strengthened as a result of a number of
changes introduced:

» Member States must allocate a minimum share (23 %) of the funding they receive
for cohesion policy to the ESF;

» at least 20 % of the ESF must be allocated to social inclusion;
» greater emphasis is placed on combating unemployment among young people;
» greater emphasis is placed on promoting equal opportunities;
» funding is concentrated on a limited number of priority areas.

The ESF will be at the forefront of developments in introducing innovative manage-
ment rules to simplify project implementation, first of all by introducing simplified cost
options.

The ESF also contributes to meeting the EU’s current objectives by:
» increasing resources for employment and social inclusion policies;

» broadening existing actions and offering support to groups or in policy areas not
otherwise covered:;

» promoting innovative projects and approaches and exchange of good practices and
experience between Member States; and

» influencing governance, the culture of monitoring, evaluation and innovation.

(*) includes EUR 37 million for technical assistance
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Of a total of 187 programmes awarded ESF funding, 128 were adopted in 2014.
By 7 May 2015, 150 operational programmes had been adopted, out of a total of

187 ESF/YEI programmes awarded support.

An initial assessment shows that 18 Member States allocated additional funds to
the ESF, beyond the minimum required proportion of their respective cohesion policy
budgets. As a result, ESF allocations account for 24.8 % of the overall cohesion policy
budget, or approximately EUR 86.4 million. Cohesion policy resources have been redi-
rected towards promoting jobs and growth. The budget for this area has been allocated

in the following proportions for the 2014-2020 period:
» employment — 37.4 %;

» social inclusion — 25.5 9;

» education — 32.7 %;

» administrative capacity building — 4.4 %.

Moreover, and according to the most recent data, the minimum target of 20 % for
social inclusion has been met and even exceeded in a large number of Member States.

Helping young unemployed people

The ‘Come In’ project being carried out in Hamburg
helps young people to enter the world of work. It is
aimed at 18-25-year-olds who are struggling to find

a job or secure a place on a training scheme. This might
be because of poor performance at school, family
problems, drug addiction, debts, a criminal record or
poor social skills.

The project improves young people’s chances of
successfully joining the labour market by helping

them to develop new career prospects and placing
them in jobs or on vocational training schemes related
to their skills and abilities. It provides young people
with training and individual coaching to boost their
self-confidence, improve their health and enable them
to live independently. In addition, it helps young people
to look for new housing and manage their debts, where
relevant, and offers them psychological counselling.

EU contribution: EUR & million
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Childhood for all

EU Member States are progressively moving vulnerable
children from residential care to community-based
services. The ‘Childhood for all’ project in Bulgaria

aims to create a sustainable model of transition for
children with disabilities, and supports the development
of a new social infrastructure that will replace the
traditional residential institutions.

] © 2015 Pixabay
Duration: 54 months (from June 2010 to

December 2014).

EU contribution: EUR 145 million

Fund for European Aid to the Most Deprived (FEAD)

EUR 501 million were committed for the Fund for European Aid to the Most Deprived
in 2014.

The FEAD is a new fund created in 2014. Its specific objective is to alleviate extreme
poverty in the EU by providing non-financial assistance to the most deprived. It aims to
promote social cohesion, improve social inclusion and contribute to achieving the ob-
jective of eradicating poverty in the EU. The FEAD complements the existing cohesion
policy funds by focusing exclusively on supporting the most deprived.

The FEAD has a budget of EUR 3.8 billion for the programming period 2014-2020 and
will be implemented in all EU Member States. Member States can choose whether to
support material assistance (distribution of food or basic consumer goods) and/or so-
cial inclusion activities for the most deprived.

The fund is managed jointly by the Commission and the Member States. Member
States must prepare an operational programme setting out how they are going to use
funding from the FEAD. In 2014, Member States negotiated the content of their nation-
al programmes with the Commission. By the end of 2014, 25 operational programmes
had been adopted. The Commission approved the three remaining programmes in
March 2015.

© European Union
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Youth Employment Initiative (YEI)

EUR 1 574 million were committed for the Youth Employment Initiative.

The Youth Employment Initiative was adopted in response to a request from the European
Council, made in February 2013, for the Commission to address the unprecedented levels
of youth unemployment currently being experienced in certain regions of the EU, often
those facing a particularly difficult economic situation in general. Given the urgency of the
situation, special arrangements were made to allow the YEI to be adopted more quickly,
so that measures could start to be introduced, and to have effect, as soon as possible.

Support provided under the YEI is aimed solely at young people not in employment,
education or training. Unlike the European Social Fund (ESF), it cannot be used to sup-
port systems or structures. The YEI is integrated into the programming of the ESF. The
measures funded can take the form of specific programmes, priority axes within pro-
grammes or parts of one or more priority axes.

Member States are currently submitting the first reporting on the implementation of
the YEI (structured data reports on the implementation of the YEI in 2014). Their re-
porting will provide an overview, albeit a limited one since it relates to 2014, of the
progress made.

The Commission has however encouraged Member States to provide as much quali-
tative information as possible, including on their progress to date in implementing the
YEI (in particular for those Member States that started to implemented the YEI only at
the end of 2014 or even in 2015), despite the delays being experienced (mainly as
a result of a lack of funding, which has now been addressed by a new regulation (*)).

By 8 July 2015, 32 out of 34 operational programmes being funded or part-funded
by the YEI had been adopted (only UK England Operational Programme is pending
adoption). The YEI allocation (including national contributions) of these operational
programmes represents around EUR 6 billion, out of the total budget for the YEI of
EUR 6.4 billion. On 20 May, the Council and the European Parliament adopted the
Commission’s proposal amending the ESF regulation to increase the initial pre-financ-
ing made available from the specific allocation for the YEI to around EUR 1 billion in
2015, in order to allow programmes to be implemented more quickly. This represents
an increase of the pre-financing rate from 1-1.5 % to up to 30 %.

All adopted Operational Programmes supported by the YEI have already received the
additional pre-financing.

Cohesion Fund

EUR 5 374 (?) million of EU budget were committed for the Cohesion Fund in 2014.

The Cohesion Fund provides support to Member States whose gross national income
(GNI) per inhabitant is less than S0 % of the EU average. It aims to reduce economic
and social disparities and to promote sustainable development.

For the 2014-2020 programming period, the countries eligible for funding from the Co-
hesion Fund are Bulgaria, the Czech Republic, Estonia, Greece, Croatia, Cyprus, Latvia,

(!) The new regulation increases the pre-financing rate received by Member States, which has allowed the advancing of
payments up to around EUR 1 billion. Please see here: http://ec.europa.eu/social/main.jsp?langld=en&catld=89&newsld=2
173&furtherNews=yes

(%) includes EUR 26 million for technical assistance
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Lithuania, Hungary, Malta, Poland, Portugal, Romania, Slovenia and Slovakia. The Co-
hesion Fund is now subject to the same rules on programming, management and mon-
itoring as the European Regional Development Fund and the European Social Fund.

The Cohesion Fund’s budget of EUR 63.4 billion is allocated to the following categories
of programme:

» environment — including projects related to energy or transport, providing they
clearly benefit the environment in terms of, e.g. energy efficiency and use of renew-
able energy, developing rail transport, supporting intermodality or improving public
transport;

» trans-European transport networks — priority projects of European interest, as iden-
tified by the EU. The Cohesion Fund will support infrastructure projects financed
under the Connecting Europe Facility with a further EUR 11.3 billion of funding.

Financial assistance awarded under the Cohesion Fund can be suspended by a Council
decision (taken by qualified majority) if a Member State has an excessive public deficit
and has not resolved the situation or taken the appropriate action to do so.

As outputs are reported by programme (and not by fund), the Commission estimates
outputs relating to the Cohesion Fund on the assumption that the European Region-
al Development Fund does not fund projects relating to the Cohesion Fund'’s priority
areas.

The relevant Member States (1) have reported the following results for the programmes
implemented between 2007 and 2013:

» transport — 1 817 km of road and 1 355 km of rail built or reconstructed in the
Trans-European Transport Network (TEN-T); and

» environment — 4 247 627 EU citizens benefiting from an improved water supply;
5 522 223 additional citizens served with wastewater treatment; 2 430 additional
citizens benefiting from waste sorting, recycling and disposal projects.

These achievements will continue to be added to as many large projects are not due
to be completed until the end of 2015.

Expenditure in 2014 related to three programming periods: closure payments for pro-
grammes launched during the 2000-2006 programming period; interim payments for
programmes from the 2007-2013 programming period; and pre-financing payments
for the newly adopted 2014-2020 programmes.

(!) The Member States eligible for funding from the Cohesion Fund during the 2007-2013 programming period were
Bulgaria, the Czech Republic, Estonia, Greece, Spain, Croatia, Cyprus, Latvia, Lithuania, Hungary, Malta, Poland, Portugal,
Romania, Slovenia and Slovakia (in 2013 only).



Gas pipeline improves supply to homes and
businesses

The construction of a 138 km gas pipeline between
Jurbarkas and Klaipeda in Lithuania will ensure the
reliability and safety of natural gas supply. The scheme
also offers the potential to connect 56 00O residents to
the gas network. A number of environmental protection
measures were implemented when laying the pipeline:
at road crossings the pipeline was laid in protective
enclosures; at river crossings the environmental effects
of the project were mitigated by using direct horizontal
drilling, which ensures that the pipeline does not

come into contact with surface water. This installation
technique also preserves the natural gradient of the
waterways.

EU contribution: EUR 22 million

E-platform to improve healthcare services
in Poland

A new electronic platform has transformed the way
in which public authorities, businesses and individuals
access medical records in Poland. The platform offers

applications for service providers and pharmacies,

a system for collecting medical data, and a data
warehouse for analysis, reports and monitoring. There
are other applications for the reimbursement of medical
costs and for the detection of fraud.

EU contribution: EUR 129 million
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Sustainable growth:
natural resources

Highlights
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The European Agricultural Funding from the EU budget A new financial instrument

contributed to a scheme

Implementation of the

Fund for Rural Development
(EAFRD) helped hundreds
of farmers, food producers,
restaurants, shops and
local associations in Spain’s
Aragon region to promote
local food.

launched in Gothenburg to
introduce hybrid buses that
run on petrol and electricity
and produce 75 % less
carbon dioxide emissions
than standard buses. The
scheme will be extended

to a number of other cities

to be used within the LIFE
programme and the climate
action sub-programmes
adopted for the
programming period 2014-
2020 was introduced in
2014. Its aim is to increase

private investment in energy

efficiency projects.

common fisheries policy
reform began. Its aim is to
end overfishing and reduce
fish discards.

in Europe and further
afield, including Stockholm,
Hamburg and Luxembourg.

This budget heading covers the common agricultural policy, the common fisheries pol-
icy, rural development and environmental measures.

The EU common agricultural policy encourages the production of safe, high quality
food. It promotes EU agricultural products, encourages innovation in farming and food
processing, and supports farmers. The budget allocated to the common agricultural
policy is used to finance both direct payments to farmers and measures to help ad-
dress market disturbances, e.qg. private or public storage and export refunds. The 2013
common agriculture policy reform focused on providing public goods for EU citizens. Its
objectives included improving the quality of food, ensuring the sustainability of farm-
ing, and protecting biodiversity and natural heritage. 2014 was, however, a transitional
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Heading 2 — Payments executed (million EUR) in 2014

Regional Fisheries Management Organisations (RFMOs)
and Sustainable Fisheries Agreements (SFAs); 73 (0.13 %)

European Maritime and Fisheries Fund (EMFF)
667 (1.21 %)

— Environment and climate action (LIFE); 264 (0.48 %)
Actions financed under the prerogatives of the Commission and

specific competences conferred to the Commission; 3 (0.01 %)
Decentralised agencies; 52 (0.09 %)
Pilot projects and preparatory actions; 17 (0.03 %)

European Agricultural
Fund for Rural
Development (EAFRD);
11104 (20.16 %)

EUR 55 083 million

European Agricultural
Guarantee Fund (EAGF) —
Market-related
expenditure and

direct payments;

42904 (77.89 %)

Heading 2 — Expenditure by Member State in 2014
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year, as the direct payments reform did not enter into force until 1 January 2015, with
the first expenditure under the new aid schemes planned for the 2016 financial year.

The EU is committed to increasing the economic potential of rural areas. Through the
EAFRD, it aims to create new sources of income for those living in rural areas by en-
couraging the diversification of activities. This fund is also used to help protect rural
heritage.

Equally importantly, the EU promotes the efficient and sustainable use of land and for-
ests. It encourages measures that ensure better protection of nature and biodiversity,
reduce waste production and greenhouse gas emissions, make use of clean technolo-
gies and improve air quality. The LIFE programme supports environmental protection
and nature conservation.

The common fisheries policy promotes sustainable fisheries and aquaculture. The re-
form of the common fisheries policy began to be implemented in 2014. Its main objec-
tive is to ensure the long-term environmental sustainability of fishing and aquaculture.

Common agricultural policy (CAP)

The common agricultural policy (CAP) is a policy of strategic importance to farm in-
come, food security, the environment and territorial balance. The overall aim of the
policy is to promote smart, sustainable and inclusive growth for EU agriculture and rural
areas in line with the Europe 2020 strategy.

The CAP is a genuinely European policy: instead of operating 28 separate agricultural
policies, Member States pool resources to develop and implement a single European
policy with a single European budget. A common policy ensures a more effective ap-
proach to shared objectives and a more effective response to cross-border challenges.
It also creates a level playing field in the single market and strengthens the EU’s posi-
tion in trade negotiations. The CAP addresses important objectives such as mitigating
climate change and increasing biodiversity. It makes an important contribution to eco-
nomic and social cohesion and promotes solidarity among Member States. In view of
this, a significant proportion of the EU budget is allocated to the CAP.

The new CAP focuses on providing public goods for EU citizens. Its objectives include
improving the quality of food, ensuring the sustainability of farming, and protecting
biodiversity and natural heritage. It also aims to encourage growth and to create new
jobs in rural areas.

Direct payments and market-related expenditure

Direct payments continued to be used to stabilise farm incomes, and thus helped to
ensure the economic viability of farms. They accounted, on average, for almost half
of family farm income in 2014 and supported more than 8 million European farmers.
A main focus of the CAP in 2014 was the swift implementation of the new greener,
more targeted and more balanced direct payments schemes (}). The reform of direct
payments entered into force on 1 January 2015, with the first expenditure for the new
aid schemes planned for the 2016 financial year. Besides direct payments to farmers,

(!) The new direct payment schemes applicable from 1 January 2015 are: basic payment scheme, payment for agricul-
tural practices beneficial for the climate and the environment, payment for areas with natural constraints, payment for
young farmers, payment for small farmers and voluntary coupled support.
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the European Agricultural Guarantee Fund (EAGF) finances measures regulating or sup-
porting agricultural markets. In 2014, EUR 42 910 million were committed for the EAGF,
of which EUR 2 176 million is for market-related expenditure and EUR 40 579 million
for direct payments.

The 2013 CAP reform created the reserve for crises in the agricultural sector. It is en-
tered into the EAGF budget each year, and financed by a reduction in direct payments
achieved by means of financial discipline. The reserve was not used in 2014 and was
carried over to the 2015 financial year for reimbursement to farmers subject to finan-
cial discipline.

Market expenditure remained stable in 2014 despite significant uncertainties caused,
in particular, by the introduction of the Russian import embargo on EU agricultural
products. The measures taken in response to this situation to support various agricul-
tural sectors will, however, lead to additional expenditure in 2015.

© European Union

Rural development

EUR 3 310 million were committed for the European Agricultural Fund for Rural Devel-
opment (EAFRD) in 2014.

Rural development programmes, part of the second pillar of the common agricultur-
al policy (CAP), make a vital contribution to the economic, social and environmental
wellbeing of rural areas, and to the sustainability of the rural environment. Rural de-
velopment helps to increase the competitiveness of agriculture and to ensure the sus-
tainable management of natural resources. It contributes to climate action and helps
balance the territorial development of rural economies. Initiatives for agriculture taken
under the European Innovation Partnership and the support for diversification both play
an essential role in achieving the EU objectives of encouraging innovation and entre-
preneurship and promoting inclusiveness.
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The aim of the CAP reform as regards rural development is to:

» improve the rural development programmes and strengthen the content of the
measures relating to sustainable rural development and to environmentally friendly,
territorially balanced, innovative, competitive and resilient agricultural production;

» simplify rules and/or reduce the related administrative burden where possible; and

» link rural development policy more closely to the other European Structural and In-
vestment Funds.

Member States are required to base their rural development programmes on at least
four of the six common EU priorities. These are:

1. promoting knowledge transfer and innovation in agriculture, forestry and rural areas;

2. improving the viability/competitiveness of all types of agriculture, and promoting
innovative farm technologies and sustainable forest management;

3. promoting food chain organisation, animal welfare and risk management in
agriculture;

4. restoring, preserving and improving ecosystems related to agriculture and forestry;

5. promoting resource efficiency and supporting the shift towards a low-carbon and
climate-resilient economy in the agricultural, food and forestry sectors;

6. promoting social inclusion, poverty reduction and economic development in rural
areas.

Significant preparatory work was carried out in 2014, in order to pave the way for the
implementation of the new generation of rural development programmes adopted
for the period 2014-2020. Out of a total of 118 rural development programmes, 117
programmes were submitted to the Commission for approval in 2014. Nine rural de-
velopment programmes were approved in December 2014 with the remainder to be
adopted over the course of 2015. The rural development programmes were assessed
alongside the 28 national partnership agreements (covering the five European Struc-
tural and Investment Funds). All of the national partnership agreements were formally
received and approved in 2014.

With the 2007-2013 programming period drawing to a close, implementation of pro-
grammes from this period was accelerated during 2014. The results achieved by the
end of 2014 were close to the targets set for the programming period.

The payments made from the European Agricultural Fund for Rural Development (EA-
FRD) in 2014 referred mainly to programmes adopted in the 2007-2013 programming
period.



Delivering cost-effective healthcare
in rural Finland

The ‘Mallu does the rounds’ project provided medical
services to people in remote rural areas of Finland.

A caravan was converted into a mobile healthcare
centre. Inside this Mallu bus, nurses provided medical
services, including flu vaccinations, health advice and
minor procedures such as removing stitches, clearing
ears, syringing ears, measuring blood pressure and
sampling blood sugar levels. On-board computers
connected the nurses to centralised patient information
systems. This meant that all the health district’s
databases were available in the vehicle and remote
consultations with more specialised medical staff
could be provided if needed. A fixed route was set
through a catchment area of eight local authority areas,
covering over 100 000 potential patients. The service is
available to local residents and also to tourists or other
visitors to the area. The Mallu bus project has made

a valuable contribution to the health and wellbeing of
people in rural areas. It has been especially useful in
helping elderly residents to live independently and in
contributing to disease prevention.

Duration: Until February 2015

EU contribution: EUR 48 000

Boosting innovation in the Welsh
agriculture sector

The Cywain agriculture project helped hundreds of
Welsh producers to develop new products (such as
frozen yoghurt or a liqueur made from locally grown
aronia berries) and created new jobs in the region.

It facilitated collaboration between producers and
retailers, provided expert advice and improved the
distribution of products. The project was launched in
August 2008 and ran, with some slight modifications,
until 2015.

EU contribution: EUR 1.5 million

FINANCIAL REPORT
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LIFE programme

EUR 402 million were committed for the LIFE programme in 2014.

The LIFE programme is the EU’s funding instrument for environmental policy and cli-
mate action. The objective of LIFE is to contribute to the implementation, updating
and development of EU policy and legislation in the areas of the environment and
climate by co-financing projects that offer European added value. The LIFE programme
for 2014-2020 was published in December 2013. It has been allocated a budget of
EUR 3 455 million for this period. The LIFE programme aims to contribute to sustain-
able development and to the achievement of the European climate and environmental
objectives.

The environment strand of the new programme covers three priority areas: environ-
ment and resource efficiency, nature and biodiversity, environmental governance and
the provision of information. The climate action strand covers climate change mitiga-
tion, adaptation, governance and the provision of information.

The programme also consists of a new category of projects — jointly funded integrated
projects — which will cover a wide geographical area. These projects will aim to im-
plement environmental and climate policy and to better integrate such policy aims in
other policy areas.

For the first time, innovative financial instruments will provide funding for LIFE projects:

» the Natural capital financing facility will help finance projects designed to protect
biodiversity; and

» the Private finance for energy efficiency facility will finance energy efficiency pro-
jects.

The Commission has delegated the implementation of many components of the LIFE
programme to the Executive Agency for Small and Medium-sized Enterprises (EASME).
The European Investment Bank will manage the two financial instruments.

The first call for proposals under the new LIFE programme was published on 18 June
2014 and grants will be awarded in 2015. Every year, the LIFE programme invests
around EUR 250 million in over 200 projects relating to environmental improvement and
nature conservation, mobilising over EUR 500 million in funding. While the programme is
relatively small, its individual projects have had a disproportionately large effect.

The payments implemented under this programme in 2014 mainly related to the com-
pletion of the 2007-2013 LIFE+ programme.



Restoration of habitats of importance for EU bio-
diversity in the Basque Country’s estuaries

Estuarine habitats in Spain’s Basque Country, of
importance to the EU’s biodiversity, are threatened
by the presence of the exotic and invasive bushy
shrub, baccharis halimifolia. This project successfully
implemented an ambitious campaign to combat the
invasive species in three Basque estuary sites that are
part of the Natura 2000 network. The project cleared
the invasive alien species from a 212-hectare area,
thus providing an example of a cost-effective way
of achieving the objectives set in the EU biodiversity
strategy to 2020 and in the invasive alien species
regulation (). Lessons learned from the project

have been incorporated into the Basque Country’s
hydrological plan, produced in accordance with the
water framework directive (2).

EU contribution: EUR 0.9 million

A modelling tool for reducing pollution

The Italian project OPERA developed a software
modelling tool, and accompanying guidelines, for local
and regional authorities to help them to comply with
EU air quality standards. The tool (known as RIAT+) will
help identify the most effective measures for reducing
air pollution and greenhouse gas emissions. The EU’s
Joint Research Centre encourages further use of RIAT+,

EU contribution: EUR 1.1 million

FINANCIAL REPORT
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© 2015 Pixabay

(*) http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1417443504720&uri=CELEX:32014R1143

(%) http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32000L0060
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European Maritime and Fisheries Fund (EMFF)

EUR 90 million were committed for the European Maritime and Fisheries Fund in 2014.

The reform of the common fisheries policy (CFP) began to be implemented in 2014.
The new policy aims to:

» ensure long-term environmentally sustainable fishing and aquaculture, in order to
achieve economic, social and employment benefits. This means fishing at levels that
restore fish stocks and keep them at a sustainable level, delivering high yields and
improved economic performance and creating jobs and economic growth in coastal
and maritime areas;

» provide EU citizens with a stable, secure and healthy food supply in the long term;

» focus public aid on the objectives of the CFP, thus providing financial support to the
fishing and aquaculture sectors and to the sustainable development of fisheries
areas. Each Member State draws up an operational programme setting out its priori-
ties and targets.

The EMFF supports the objectives of the CFP by:

» promoting environmentally sustainable, resource-efficient, innovative, competitive
and knowledge-based fisheries and aquaculture; and

» increasing employment and territorial cohesion in fisheries-dependent areas, and
financing CFP accompanying measures.

In addition, part of the EMFF’s budget is allocated to the development of the integrated
maritime policy.

The Commission and Member States continued to pursue the restoration of stocks to
levels that can produce the maximum sustainable yield. Further progress was made to-
wards meeting the requirement that exploitation rates for all stocks must be at levels
in line with the maximum sustainable yield by 2015, where possible, and no later than
2020. The statistics on stock status confirm the trend of recent years. The efficacy of
scientific advice and the state of fisheries resources in EU waters are improving.

Before the EMFF became operational, its predecessor, the European Fisheries Fund
(EFF) continued to play a vital role in the implementation of the CFP by supporting
the fishing industry and fishing-dependent coastal communities. The EFF supported
the sustainable development of fisheries areas through fisheries local action groups.
Between 2007 and the end of 2014:

» 312 local action groups were in place in 21 Member States;

» over 9 800 projects had been approved, creating 8 000 jobs;

» 12 500 jobs had been safeguarded; and

» 220 businesses had been created.
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The EFF also supported aquaculture, although production in this area had been stag-
nating in the EU. Although it represents a relatively small part of the EU economy,
aquaculture has the potential to boost growth and jobs in coastal and inland areas in
the EU. From 2007 until May 2014, EUR 1.3 billion was invested in 7 209 aquaculture
businesses, including EUR 493 million from the EFF.

The focus of the integrated maritime policy in 2014 was the implementation of the
EU ‘blue growth’ strategy (*), which is designed to encourage growth and jobs in the EU
maritime economy, while ensuring the protection of the marine environment.
The vast majority of the payments made in 2014 related to actions from the 2007-
2013 multiannual financial framework, therefore under the EFF (the predecessor to the
EMFF). This fund is implemented through shared management, and finances:

» measures to adapt the EU fishing fleet;

» aquaculture, inland fishing, processing and marketing of fishery and aquaculture
products;

» measures of common interest;
» sustainable development of fisheries areas; and
» technical assistance.

Only one operational programme was adopted under the EMFF, the new fund for the
programming period 2014-2020, in 2014. No payments were made under this fund.

(*) http://ec.europa.eu/maritimeaffairs/policy/blue_growth
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A new business thanks to EU funds

In Ustka, Poland, a local business received support
through Axis 4 of the EFF to purchase equipment that
would allow it to renovate fishing boats in an area that
had three fishing ports but no repair facilities. In addition
to renovating old fishing boats, the company is now
equipped to adapt boats to make them suitable for use
by tourists, and to design and build new, special-purpose
boats for leisure and tourism. This has safequarded six
existing jobs and created a further six jobs.

Duration: Launched in 2014

EU contribution: EUR 64 770

Better equipment for Grand Port Maritime in
Réunion

The Grand Port Maritime in Réunion received support
from the EFF for acquiring an ice silo with a storage
capacity of 15 tonnes for its deep sea fishing dock. The
project helped to make the new dock fully operational.
It contributed to improvements in support services for
maritime operators and increased the competitiveness
of the local fishing sector.

Project duration: Completed May 2014

EU contribution: EUR 622 643

© stepmar- Fotolia

© Beboy-Fotolia
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Security and
citizenship

Highlights

1
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© European Union
P e e e g s s U e,

SUCCESS, part of the Europe Riga (Latvia) and Umea Twelve of the most =
for Citizens Programme, (Sweden) were European internationally acclaimed © European Union
is a European network Capitals of Culture in 2014. European films in 2014
of citizens that live and This was an opportunity received support for their
work in multicultural and to transform their image, distribution. This includes
disadvantaged areas in put them on the world Timbuktu (nominated for the
four countries: France, Italy, map, attract more tourists 2015 Oscar for best foreign An information campaign
Portugal and the United and expand their cultural language film and for the took place in Croatia in
Kingdom. The project serves programmes. 2014 Palme d'Or at the 2014 to improve the level
as a basis for testing ideas Cannes film festival) and of awareness of consumer
on the future of European La Grande Bellezza (which rights in the new Member
citizenship. won the 2014 Oscar and the State.

2014 Golden Globe for best
foreign language film and
was nominated for the 2013
Cannes film festival Palme
d’Or).

In the 2014-2020 multiannual financial framewaork, the subheadings citizen (3A) and
freedom, security and justice (3B) were merged into the single heading 3 security and
citizenship.

Heading 3 now includes justice and home affairs, border protection, immigration and
asylum policy, public health, consumer protection, culture, youth, information and dia-
logue with citizens.
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Heading 3 — Payments executed (million EUR) in 2014

Interal Security Fund (ISF);
207 (12.48 %)

T Systems; 27 (1.63 %)
Justice; 39 (2.36 %)

Rights and Citizenship; 44 (2.63 %)
Civil protection; 27 (1.63 %)

Europe for Citizens; 26 (1.57 %)

Asylum, Migration and
Integration Fund (AMIF);
180 (10.87 %)

Food and Feed; 219 (13.19 %)

EUR 1 656 million

Health; 47 (2.81 %)

Decentralised agencies;

Consumer protection; 19 (1.15 %)
460 (27.77 %)

Creative Europe; 181 (10.92 %)

Other actions and programmes; 1 (0.03 %)

Actions financed under the prerogatives
of the Commission and specific competences

Pilot projects and preparatory actions; conferred to the Commission; 170 (10.24 %)

11 (0.69 %)

Heading 3 — Expenditure by Member State in 2014

T T25
m i billion EUR
—— %GNI
020 1+
+20
015 +
T 15
[a
=
S =
%
010 + {10
005 + T 05
“hn‘h .“ ..' [, B L 0o

BE IT NL UK FR PL DE HR SE ES AT EL LT PT RO [E HU MI BG LU F C DK LV SI CY EE SK



FINANCIAL REPORT

Asylum, Migration and Integration Fund (AMIF)

EUR 47 million were committed for the Asylum, Migration and Integration Fund in 2014.

The objectives of the new fund, AMIF, are to promote the efficient management of mi-
gration flows and the implementation, strengthening and development of a common
EU approach to asylum and immigration. The fund has been allocated a total budget
of approximately EUR 3.1 billion for the 2014-2020 programming period. It supports
projects that contribute to achieving four specific policy objectives:

» Asylum — strengthening and developing the common EU asylum system by ensuring
that EU legislation in this field is efficiently and uniformly applied;

» Legal migration and integration — supporting legal migration to EU states in line with
labour market needs and promoting the effective integration of non-EU nationals;

» Return — developing fair and effective return strategies, which will contribute to
tackling irreqular migration, with an emphasis on sustainability and the effectiveness
of the return process; and

» Solidarity — making sure that those EU countries most affected by migration and
asylum flows can count on the solidarity of other EU countries.

The reduced number of funds (AMIF effectively replacing several funds adopted under
the 2007-2013 multiannual financial framework), together with the creation of a set
of common rules, will simplify procedures and allow all concerned to better understand
the rules in force. Under the new multiannual financial framework for 2014-2020,
funding will be implemented mainly by the Member States, under shared manage-
ment. Direct management will continue to be used for EU actions (specific transna-
tional projects or particularly innovative projects, including actions in and in relation to
non-EU countries), for the flexible emergency response mechanism and for technical
assistance provided by the Commission. The administrative burden placed on Mem-
ber States has been reduced by moving from annual programmes to a system of re-
sults-driven multiannual national programmes, covering the whole 7-year multiannual
financial framework period.

The main milestone achieved in 2014 was the entry into force of the new home affairs
regulations (}) under the multiannual financial framework, which took place later than
expected, in May. This delay affected the adoption of the implementing acts needed
for the formal submission and approval of the national programmes. As a result, no
national programmes were adopted before 31 December 2014.

The payments implemented in 2014 related to AMIF (which entered into force in May
2014) and to its predecessor programmes adopted under the 2007-2013 multiannual
financial framework (the European Refugee Fund, the European Integration Fund and
the European Return Fund), that will run until 30 June 2015.

(*) Horizontal regulation: http://ec.europa.eu/dgs/home-affairs/financing/fundings/pdf/overview/regulation_eu_
no_5142014 of _the_european_parliament_and_of_the_council_en.pdf

AMIF regulation: http://ec.europa.eu/dgs/home-affairs/financing/fundings/pdf/overview/regulation_eu_no_5162014_of _
the_european_parliament_and_of_the_council_en.pdf

ISF-Borders regulation: http://ec.europa.eu/dgs/home-affairs/financing/fundings/pdf/overview/regulation_eu_no_5152014_
of _the_european_parliament_and_of_the_council_en.pdf

ISF-Police regulation: http://ec.europa.eu/dgs/home-affairs/financing/fundings/pdf/overview/regulation_eu_no_5132014_
of _the_european_parliament_and_of_the_council_en.pdf
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The European Refugee Fund supported Member States’ work in receiving refugees and
displaced persons, guaranteeing access to consistent, fair and effective asylum proce-
dures, resettling people and providing emergency assistance.

The European Integration Fund supported initiatives designed to facilitate the inte-
gration of non-EU immigrants into European societies. It is primarily targeted at newly

arrived migrants.

The European Return Fund sought to improve the process of returning migrants and
to encourage cooperation between EU Member States and the countries to which mi-

grants are being returned.

Emergency measures in Bulgaria

In summer 2013, Bulgaria saw a dramatic increase in
the number of asylum-seekers entering the country
via the Turkish border. The Bulgarian reception system
was under enormous pressure with numbers of
asylum-seekers significantly exceeding its capacity.
The Commission granted EUR 5.7 million of emergency
support from the European Refugee Fund to increase
and improve accommodation capacity, provide food,
medical and psychological assistance and to improve
the speed and quality of procedures for processing
asylum requests.

This emergency support ensured that certain minimum
conditions (relating to reception and access to

the asylum procedure) were met for up to 6 000
asylum-seekers. It provided the material assistance
necessary to ensure that people’s basic needs were
met (e.g. access to sanitation, basic utilities, food and
medical care) and that they had access to the asylum
procedure. Emergency support from the European
Refugee Fund also paid for the recruitment of essential
staff and experts, such as registration officers, interview
officers, social workers, interpreters and medical staff.

© European Union
An advice session in the registration and reception centre of the state agency
for refugees in Sofia, Bulgaria, financed by the European Refugee Fund.

In particular, the emergency support has created the
capacity to manage any future crises of this kind. The
accommodation infrastructure can be expanded for
short periods of time and it is also possible to set up
camps outside the accommodation centres using the
mobile facilities purchased.

Beneficiary: State agency for refugees, Bulgaria
Duration: November 2013-April 2014

EU contribution: EUR 5.7 million
(European Refugee Fund)
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Internal Security Fund

EUR 66 million were committed for the Internal Security Fund (ISF) in 2014.

The objectives of this new fund are to ensure the implementation of the internal se-
curity strategy and to promote cooperation on law enforcement and the management
of the EU’s external borders. It has been allocated a total budget of approximate-
ly EUR 3.8 billion for the 2014-2020 programming period. The fund will ensure that
Member States are provided with adequate EU financial support to ensure that prog-
ress is made towards the policy objectives and to address important challenges in the
area of internal security.

The ISF consists of two instruments:
» the Internal Security Fund — borders and visa; and
» the Internal Security Fund — police.

Under the 2014-2020 multiannual financial framework, the ISF will support relevant
policy developments at EU level, thus contributing to a high level of security in the EU.
At the same time, it will facilitate legitimate travel by ensuring a uniform and high level
of control of the EU’s external borders and effective processing of Schengen visas, in
accordance with the EU’s commitment to fundamental freedoms and human rights.

The reduced number of funds now being used in this area, combined with the creation
of a set of common rules, will simplify procedures and allow all concerned to better
understand the rules in force. Funding will be mainly implemented by Member States,
using shared management. This is the first time that this method of implementation
has been used in the area of police cooperation and crime prevention. Direct man-
agement will continue to be used for EU actions (specific transnational projects or
particularly innovative projects, including actions in and in relation to non-EU countries),
for the flexible emergency response mechanism and for technical assistance provided
by the Commission. Moreover, the administrative burden placed on Member States
has been reduced by moving from annual programmes to a system of results-driven
multiannual national programmes, covering the whole 7-year multiannual financial
framework period.

The main milestone achieved in 2014 was the entry into force of the new home affairs
regulations (}) under the multiannual financial framework, which took place later than
expected, in May. This delay affected the adoption of the implementing acts needed
for the formal submission and approval of the national programmes. As a result, no
national programmes were adopted before 31 December 2014.

Activities that now receive financial support through the ISF borders and visa instru-
ment were formerly supported by the External Borders Fund, while the ISF police in-
strument covers activities that were supported by the programme for the prevention,
preparedness and consequence management of terrorism and other security-related
risks during the 2007-2013 programming period.

(*) Horizontal regulation: http://ec.europa.eu/dgs/home-affairs/financing/fundings/pdf/overview/regulation_eu_
no_5142014 of _the_european_parliament_and_of_the_council_en.pdf

AMIF regulation: http://ec.europa.eu/dgs/home-affairs/financing/fundings/pdf/overview/regulation_eu_no_5162014_of _
the_european_parliament_and_of_the_council_en.pdf

ISF-Borders regulation: http://ec.europa.eu/dgs/home-affairs/financing/fundings/pdf/overview/regulation_eu_no_5152014_
of _the_european_parliament_and_of_the_council_en.pdf

ISF-Police regulation: http://ec.europa.eu/dgs/home-affairs/financing/fundings/pdf/overview/regulation_eu_no_5132014_
of _the_european_parliament_and_of_the_council_en.pdf
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Purchasing of two twin-engine helicopters in Malta

Malta’s armed forces identified the need to purchase

up to two twin-engine helicopters, in order to maintain
the country’s required level of operational availability,

in @ way which would also contribute to sustainability.
Helicopters require both periodical maintenance and
maintenance based on flying time, as a result of which

it is usual for one helicopter to be grounded at any one
time for both scheduled and unscheduled maintenance.
In addition, it is also recommended that one helicopter is
available on standby while the other is out on operations.

Malta’s armed forces’ rotary wing crafts are responsible
for carrying out various missions, including in relation
to border control and national security. They also carry
out maritime law enforcement, surveillance, ship-borme
operations and search and rescue missions. The
purchase of two twin-engine helicopters is therefore
designed to upgrade and consolidate border control
assets to maximise their effectiveness.

In addition, the existing fleet of aircraft and maritime
vessels will also be strengthened through the acquisition
of two new maritime patrol aircraft and one maritime
patrol vessel for use in border control missions. The
maritime patrol vessel will be able to transport a limited
number of troops for rapid intervention in Malta and
Gozo and will provide ‘fast roping’ capability enabling
troops to board vessels. The upgraded capacity will
increase Malta’s ability to participate in border control
missions with non-EU countries, potentially even by
providing personnel for working on board vessels.

EU contribution: EUR 6 million (External Borders Fund)

Justice

© European Union
One of the two planes purchased by Malta’s armed forces with the help of
funding from the European Border Fund.

EUR 47 million were committed for the justice programme in 2014.

The objective of the justice programme is to contribute to the further development
of a European area of justice based on mutual recognition and mutual trust between

Member States.

In order to reach this objective, the programme promotes:

» judicial cooperation in civil and commercial matters, insolvencies, family matters and

successions;
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» judicial cooperation in criminal matters;

» judicial training, including language training on legal terminology, with a view to
promoting a common legal and judicial culture;

» effective access to justice in Europe, including promoting the rights of victims of
crime and procedural rights in criminal proceedings; and

» initiatives in the field of drugs policy (judicial cooperation and crime prevention as-
pects).

The justice programme has been put in place to ensure that EU law is fully and consis-
tently applied. Its objective is to ensure access to justice for individuals and businesses
throughout Europe, particularly when they live, work, do business or even face trial in
another EU country. The total budget allocated to the justice programme for the 2014~
2020 programming period is EUR 378 million.

During this period, the EU aims to support projects that relate closely to its policy
objectives, that offer significant European added value and that will deliver important
results. Despite the relatively late start of the 2014 work programme, the justice pro-
gramme is well on track to achieve its objectives. Indicators have been established for
assessing projects awarded funding under calls launched under the new programme.
Data is collected at the application stage and will be collected at the final report stage,
in order to be able to improve performance measurement within the programme.

Main achievements:

» The European judicial network in civil and commercial matters, managed and funded
by the Commission, strengthens cooperation between the judiciary and justice min-
istries of Member States.

» European judicial training and the European judicial training network remain among
the priority areas for funding. The Commission’s objective (}) is for half of all legal
practitioners in the EU to have attended a European judicial training course by 2020.
All available resources at local, national and European level will be used to help
achieve this objective.

» A number of European networks received funding in 2014, allowing them to de-
velop their capacity to take on a leading role in the monitoring of specific aspects of
criminal and civil justice in the EU. These include Fair Trials Europe, the International
Juvenile Justice Observatory, Victim Support Europe, the European Forum for Re-
storative Justice, the Irish Council for Civil Liberties and the Council of the Notariats
of the European Union.

» The European e-Justice portal was created and is being further developed using
funding from the justice programme and its predecessors. Grants offered to na-
tional administrations and other bodies involved gave them a significant incentive to
launch innovative initiatives. These initiatives were later expanded upon and devel-
oped into systems offering efficient electronic services.

Steps were taken to prepare for the transition to the 2014-2020 multiannual finan-
cial programme. The justice programme replaced three earlier programmes (the civil

(*) As set out in the European Commission’s Communication of 13 September 2011, ‘Building trust in EU-wide justice:
a new dimension to European judicial training’.
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justice programme, the criminal justice and drug prevention programme, and the infor-
mation programme).

The late adoption of the regulation establishing the new programme caused its im-
plementation to be delayed by a few months. Grant agreements and procurement
contracts issued under the previous three programmes were still being implemented in
2014. The first calls for proposals were launched under the new programme.

Judicial response to terrorism in the EU —
strengthening cooperation to better prevent and
react to terrorism

The terrorist attacks in Paris in January 2015 confirmed
the scale of the terrorist threat in the EU. Fighting
terrorism has become a priority for the EU. Cooperation
between Member States, their judges, prosecutors and
law enforcement officials must be strengthened. This
project organised five training events, involving 224 EU
judges and prosecutors from six Member States. The
aims were to improve participants’ knowledge of the
criminal law systems of the EU Member States involved
and to adopt a comparative approach to the issue of
the judicial response to terrorism. ~ ©Jery Sliwowski —Fotolia

Beneficiary: French National School for the Judiciary
Duration: 18 months, until May 2015.

EU contribution: EUR 403 028

Rights, equality and citizenship

EUR 55 million were committed for the rights, equality and citizenship programme in
2014.

The objective of the rights, equality and citizenship programme is to contribute to the
further development of an area where equality and the rights of persons, as enshrined
in the Lisbon Treaty, the Charter and international human rights conventions, are pro-

moted and protected.

The programme has nine specific aims, which contribute to achieving this overall
objective:

» promoting non-discrimination;
» fighting racism, xenophobia, homophobia and other forms of intolerance;

» promoting the rights of people with disabilities;
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» promoting equality between women and men and gender mainstreaming;

» preventing violence against children, young people, women and other groups at risk
(Daphne ());

» promoting the rights of children;

» ensuring the highest level of data protection;

» promoting the rights deriving from EU citizenship; and
» enforcing consumer rights.

The programme provided financial support for national and transnational projects im-
plemented by organisations in the EU and for the work of NGOs and other organisa-
tions pursuing aims that are in the general European interest.

The rights, equality and citizenship programme was allocated a total budget of
EUR 440 million for the 2014-2020 programming period.

During this period, the EU aims to support projects that relate closely to its policy
objectives, that offer significant European added value and that will deliver import-
ant results. Despite the relatively late start of the 2014 work programme, the rights,
equality and citizenship programme is on track to meet its objectives. Indicators have
been established for assessing projects awarded funding under calls launched under
the new programme. Data is collected at the application stage and will be collected at
the final report stage, in order to be able to improve performance measurement within
the programme.

Main achievements:

» A number of European networks in the area of violence against women and children
received funding in 2014, allowing them to build their capacity to take on a leading
role in the monitoring of specific aspects of those policy areas. The networks funded
include Missing Children Europe, Women against Violence Europe, Child Helpline In-
ternational, the European Network for the work with perpetrators of domestic vio-
lence and the European Network of Ombudspersons for Children.

» The annual conference marking the European Day of Persons with Disabilities
brought together people with disabilities, organisations representing their interests,
EU policymakers, service providers, think tanks, trade unions and employers to dis-
cuss the key areas of employment, accessibility and challenges for the future. At the
conference, the Commission announced the Swedish city of Bords as winner of the
2015 Access City Award. The award is one of the initiatives that form part of the
EU disability strategy. Its aim is to make Europe barrier-free and to encourage cities
with at least 50 000 inhabitants to share their experiences and improve accessibil-
ity. Since 2010, 189 EU cities have participated in the competition, which has been
held five times.

» |n the area of non-discrimination and gender equality, the programme has mobilised
funds for providing training to professionals on anti-discrimination and gender equal-
ity legislation, for promoting the exchange of good practice and for organising and

() The Daphne programmes (Daphne, Daphne Il and Daphne II) aimed to contribute to the protection of children, young
people and women against all forms of violence and to attain a high level of health protection, well-being and social
cohesion.
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supporting meetings with Member States. Europe-wide networks of experts have
been created to monitor and report on the current situation in Member States with
regard to non-discrimination and gender equality policy. Funding has also been given
to campaigns and awareness-raising activities. The programme provided funding
for the third Roma Summit and for meetings of representatives of national Roma
contact points.

The new rights, equality and citizenship programme replaced three earlier programmes
(the fundamental rights and citizenship programme, Daphne Il and the progress pro-
gramme’s anti-discrimination and gender equality strands), which ended in 2013. The
late adoption of the regulations establishing the new programmes caused the imple-
mentation of the 2014 appropriations to be delayed by a few months.

‘Local welcome policies EU migrants’

Although most migrants integrate successfully in host
regions, many also face barriers to integration, in the
form of inadequate or overcrowded housing, poor
language skills and limited information about their legal
rights and how the host country’s institutions operate.
The project ‘Local welcome policies EU migrants’,
awarded funding under the rights, equality and
citizenship programme, and brings together cities such
as Amsterdam, Brussels, Dublin, Hamburg, Copenhagen
and Gothenburg to support the right of EU citizens to
freely move to and live in any EU country, together with
their family members. The ultimate aim of the project
is to create an ideal policy for receiving EU migrants.

© European Union

Beneficiary: Amsterdam City Council
Duration: 24 months, to be completed by January 2017

EU contribution: EUR 1 million

Consumer programme

EUR 24 million were committed for the Consumer programme in 2014.

The overall objectives of the consumer programme for 2014-2020 are to ensure a high
level of consumer protection, to empower consumers and to place the consumer at the
heart of the single market.

The following specific objectives have been set to guide work towards the overall
objectives:

» to consolidate and improve product safety through effective market surveillance
throughout the EU;



FINANCIAL REPORT

» to improve consumers’ education, access to information and awareness of their
rights, to develop the evidence base for consumer policy and to provide support to
consumer organisations;

» to develop and reinforce consumer rights in particular through smart regulatory ac-
tion and by improving access to simple, efficient, expedient and low-cost forms of
redress, including alternative dispute resolution; and

» to support enforcement of consumer rights by strengthening cooperation between
national enforcement bodies and by providing advice to consumers.

These objectives cannot be sufficiently achieved by Member States acting inde-
pendently, due to the cross-border nature of the issues involved, but can instead be
better achieved at EU level, thanks to the greater potential effectiveness of EU action.

The consumer programme adopted under the 2014-2020 programming period was
allocated a budget of EUR 189 million. It complements, supports and monitors the

national policies implemented by the Member States.

The consumer programme is well on track to achieving the objectives set for 2014.

Main achievements:

» Promoting consumer trust in digital procedures through the development of the
technical aspects of the Online Dispute Resolution platform. The platform will allow
EU consumers and traders to submit their contractual disputes online to effective
national alternative dispute resolution entities, in order for them to be settled out of
court in a simple, fast and low-cost way. It will become operational in 2016 and will
be a concrete step towards the realisation of the digital single market.

» Supporting the work undertaken by European consumer centres through the 3-year
strategic partnerships concluded in 2014 with public bodies or non-profit making
bodies in each Member State. These bodies were designated by Member States
through a transparent procedure.

» Strengthening the knowledge base and reviewing the process set out in the consum-
er protection cooperation regulation, and testing new EU consumer law compliance
surveys and indicators.

» Improving the evidence on consumer issues that is to be used as a basis for the
policy work of the new Commission, such as policy work relating to the digital single
market, by carrying out:

[0 surveys on cross-border barriers to the digital single market;

O market studies on the methodology for measuring consumer detriment, on vul-
nerable consumers, and on the impact on children’s behaviour of marketing
through social media, online games and mobile applications;

[0 consumer market monitoring surveys measuring the ease of comparing offers,
consumer trust in traders, incidence of problems and complaints, overall consum-
er satisfaction, choice of suppliers and switching in the main consumer markets.
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» Improving product safety by carrying out joint actions to increase cooperation be-
tween national authorities responsible for market surveillance and for the enforce-
ment of safety requirements relating to non-food consumer products. The 2014 joint
actions focused on: identifying risks posed by carbon monoxide detectors, cosmetics,
children’s high chairs, textiles and ladders, trying to reduce these risks, and removing
unsafe products from the market.

» Supporting consumer organisations, through:

O the conclusion of a 4-year framework partnership agreement with the European
Consumer Organisation, under which it will represent consumers in critical EU
policies and in the institutions; and

O provision of local consumer-related training in Member States that have a lower
level of consumer confidence (Croatia — consumer advice, working with the me-
dia, and consumer law; Czech Republic and Poland — collective energy switching).

» Improving consumer information and education. An information campaign on con-
sumer credit has been run in the Czech Republic, Greece and Austria, with the aim of
raising consumers’ awareness of their rights when taking out credit. An interactive
online platform for teachers (the ‘consumer classroom’) has been developed, cover-
ing consumer education and promotional activities.

The target performance indicator scores set for 2014 have been achieved.

The majority of the budget allocated to this area in 2014 was used to cover earlier
commitments relating to the previous consumer programme, adopted under the 2007~
2013 programming period. The main actions that received payments during the year
included:

» safety: International product safety week; a study on graphical symbols conveying
certain safety or warning messages to be used for childcare articles; IT tools for the
rapid alert system for dangerous non-food products;

» consumer evidence: market studies (e.g. on second-hand cars, the consumer electric-
ity market, online comparison tools and food labelling rules); behavioural studies on
online gambling, food information, European consumer centres and energy labelling;
surveys on consumer attitudes towards cross-border trade and on business attitudes
towards cross-border sales and consumer protection;

» support for consumer organisations: grant to an EU-level consumer organisation;
capacity building for consumer organisations;

» consumer information and education: information campaign on consumer rights in
Croatia; interactive community website for teachers; and

» enforcement cooperation: study on the review of the consumer protection coopera-
tion reqgulation; European consumer centres network support; IT tools to support con-
sumer protection cooperation and European consumer centres.
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The second information campaign =

on consumer credit E;C R E D | T?

On the basis of the positive evaluation of a first
campaign run in 2013-2014 in four Member States
(Ireland, Spain, Cyprus and Malta), the campaign will
continue in 2015, with another three Member States
becoming involved (the Czech Republic, Greece and
Austria). The purpose of the campaign is to raise
awareness among 18-35 year-old consumers of their
rights when taking out credit. It promotes in particular:

» the right to be provided with pre-contractual
information in a standardised format;

» the right to withdraw from the contract
within 14 days without giving any
explanation;

» the right to repay the credit earlier than
stated in the contract. =

EU contribution: EUR 964 270 (from the consumer

© European Union
programme)

Health

EUR 59 million were committed for Health in 2014.

The regulation establishing the third multiannual programme of EU action in the field
of health, for the programming period 2014-2020, entered into force in March 2014.
This programme is designed to complement and support the national policies being
implemented by Member States, in order to improve the health of EU citizens and
reduce health inequalities. The programme promotes health, encourages innovation in
healthcare, increases the sustainability of healthcare systems and provides protection
against serious cross-border health threats. The programme can financially support
actions where EU added value can be demonstrated, including those designed to:

» promote the exchange of good practices, knowledge sharing or mutual learning;
» address cross-border threats;

» address certain issues relating to the single market;

» promote innovation in health; and

» improve efficiency by avoiding duplication and optimising the use of financial re-
sources.

The EU has delegated the implementation of most of the actions co-financed un-
der the third multiannual health programme to the Executive Agency for Consumers,
Health, Agriculture and Food (Chafea). The introduction of the Horizon 2020 IT grant
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management tools brought a significant change to the implementation of these ac-
tions. Through this IT system grants can be largely administered online — the sub-
mission of applications, adaptation of proposals, the signature of grants, project and
financial management of the actions can all be performed online. The aim is to move
towards a paper-free action management cycle.

The main thematic priority in 2014 was chronic disease. Five projects were co-funded
in this area and an additional six in the area of ‘active and healthy ageing’. The third
health programme also supported 14 non-governmental bodies through operating
grants and called on competent authorities in Member States to participate in joint
actions. These covered eight important health topics including e-health, nutrition and
physical activity, HIV/AIDS and highly infectious pathogens.

Only a small amount of expenditure in the area of health was used for payments re-
lating to actions funded under the newly adopted third multiannual programme. The
majority of the payments made related to intermediate and final payments for actions
and projects begun under the 2008-2013 health programme.

Live a normal life in spite of chronic disease

People with chronic diseases often experience
work-related problems, such as unemployment, reduced
productivity and stigmatisation in the workplace.

The PATHWAYS project aims to:

» identify integration and reintegration
strategies that are used in Europe and
beyond;

» determine their effectiveness;

» assess the specific employment-related D limdgineio
needs of people suffering from chronic
disease or mental disorders; and

» develop guidelines to support the
implementation of effective professional
integration and reintegration strategies.

The results of the PATHWAYS project will constitute the
first steps towards developing a more inclusive labour
market, in which people with chronic diseases and
mental disorders can participate in a meaningful way.

The PATHWAYS project is led by the Fondazione IRCCS
Istituto Neurologico Carlo Besta in Italy and brings
together 12 partners from 10 EU countries.

EU contribution: EUR 970 000
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Food and feed

EUR 248 million were committed for the food and feed area in 2014.

The food and feed regulation, which came into force on 30 June 2014, lays down
provisions for the management of all expenditure relating to food and feed. It covers:

» the food chain;

» animal health and welfare;

» plant health; and

» plant reproductive material.

The regulation aims to help ensure a high standard of health for humans, animals and
plants, by setting provisions on the food chain and related areas. It aims to improve
health by preventing and eradicating diseases and pests. The regulation also ensures
a high level of protection for consumers and the environment. It enhances the compet-

itiveness of the EU’s food and feed industry and favours the creation of jobs.

The expenditure ceiling set for the food and feed requlation under the 2014-2020 mul-
tiannual financial framework is EUR 1.9 million. This maximum budget will mainly be
allocated to the following areas: veterinary and phytosanitary programmes, veterinary
and phytosanitary emergency measures, and official checks and other activities carried
out by the Member States.

With the exception of measures designed for emergency and unforeseeable circum-
stances, the priority actions will be specified by establishing annual or multiannual
work programmes. Further details, such as evaluation criteria and funding rates, will
also be set out in these programmes.

Before the entry into force of the food and feed reqgulation, the management of the
relevant expenditure was scattered across several legal bases. There is now a single
piece of legislation, covering the whole food and feed area.

It provides a revised and simplified financial umbrella including:

» standardised funding rates;

» simplified procedures for funding;

» harmonised procedures for animal and plant health;

» a clear set of objectives and indicators; and

» a list of eligible measures and costs for each area.

Under the new structure of the EU budget, food safety, which previously had been part
of heading 2 (Sustainable growth: natural resources), now belongs to heading 3

(Security and citizenship).

The food and feed regulation also aligns the financial tools with the provisions of the
new financial regulation, notably by means of some adjustments to Title VI (grants).

Priorities for EU financial support in this area will include the potential effect on human,
animal, and plant health, and on both trade with non-EU countries and intra-EU trade.
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Since the entry into force of the food and feed regulation, in the second half of 2014,
a transitory phase has begun, with the new system being progressively implemented.

Payments were made in 2014 in respect of the following measures, adopted under the
previous multiannual financial framework:

» veterinary emergency measures (formerly the emergency fund);

» programmes for the eradication, control and surveillance of animal diseases and
Z00N0Ses;

» phytosanitary emergency measures (formerly the Solidarity Fund);

» programmes concerning the control of pests in outermost regions of the EU;
» EU reference laboratories;

» training (under the programme ‘Better training for safer food’);

» consultation with experts from Member States;

» coordinated control plans and data collection; and

» information systems.

Veterinary programmes

The veterinary programmes co-financed by the EU
account for by far the largest amount of expenditure
under the food safety budget. They are designed to
support — financially and technically — the Member
States in implementing specific measures for
tackling and eliminating animal diseases in the EU.
In 2015, the co-financing of 140 (either annual or
multiannual) veterinary programmes — involving all
28 Member States and covering 11 animal diseases —
was approved. The total EU contribution to these
programmes was EUR 179 million.

Estimated budget: EUR 1 225 million for 2014-2020  © istockphoto
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Creative Europe

EUR 182 million were committed for the Creative Europe programme in 2014.

Creative Europe is the European Commission’s programme for providing support to the
culture and audiovisual sectors. The programme consists of two sub-programmes —
the culture sub-programme, used to support the culture sector, and the MEDIA sub-pro-
gramme, to support the audiovisual sector.

Creative Europe provides funding for:

» culture sector initiatives, such as those promoting cross-border cooperation, plat-
forms, networking and literary translation; and

» audiovisual sector initiatives, such as those promoting the development or distribu-
tion of, or access to, audiovisual works.

The programme also includes a cross-sectoral strand, which offers a guarantee facility
and promotes transnational policy cooperation.

The Creative Europe programme began being implemented in 2014. Its main objec-
tives are to tackle the fragmentation of the European cultural space, to help the cre-
ative and content sector to embrace the digital shift and to reduce the lack of access
to private finance.

The programme has supported cooperation projects, networks, literary translations
and platforms, in addition to funding special actions (including the European Capitals
of Culture, prizes and the European heritage label). According to the latest available
figures, 80 cooperation projects (2015), 23 networks, 74 literary translations and five
platforms (all in 2014) have been selected for funding.

In 2014, the culture sub-programme aimed specifically to help organisations to in-
crease their capacity to work across borders, and to support professionals in improving
their skills, which will ultimately raise the professional profile of the cultural sectors
concerned. Beneficiaries also widened their audiences beyond their domestic borders
and gained access to new markets for their works of art and cultural products.

The MEDIA sub-programme supported the development, distribution and promotion of
around 800 European audiovisual works with high circulation potential. Funding was
also provided for 88 festivals that stimulate interest in European audiovisual works.
A new support scheme for audience development was introduced in 2014, funding
19 projects.

A total of 59 training projects have been proposed for funding. These include projects
to improve financial management and digital skills is order to ensure adaptation to
market developments, and projects to test new approaches to audience development
and new business models.

The ‘multiple revenue stream for future films training’ programme will give profes-
sionals the opportunity to learn about new distribution channels, for example. This
will enable film and audiovisual professionals to reach wider audiences in the context
of digital convergence, by taking their projects from the pre-production phase to an
online distribution-ready phase.

The budget for the Creative Europe programme was allocated to projects in accordance
with the timetables for the 2014 and 2015 work programmes. The budget allocated
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to the programme for 2014 was used in full, with 100 % of the annual appropriations
committed without any significant deviation from planning.

Focus on industrial heritage

The European Route of Industrial Heritage was
launched as a project in 1999, with the objective of
encouraging the growing awareness of our shared
European industrial heritage and transforming it from
a limited niche market to a mainstream cultural and
tourism product. The network has become the voice
for European industrial heritage sites and industrial S ——
heritage tourism and supports their economic  zollverein coal mine industrial complex
viability. With over 1 000 industrial heritage sites in
43 countries, it is the most comprehensive cultural and
tourism inventory of industrial heritage in Europe.

Europe for citizens

EUR 26 million were committed for the Europe for citizens programme in 2014.
The overall objectives of the ‘Europe for citizens’ programme for 2014-2020 are to:
» improve citizens’ understanding of the EU, its history and diversity; and

» encourage European citizenship and improve conditions for civic and democratic par-
ticipation at EU level.

The Europe for citizens programme is implemented through the two strands, ‘Euro-
pean remembrance’ and ‘Democratic engagement and civic participation’. It offers
co-funding for European remembrance projects, town-twinning activities, the creation
of networks of towns and civil society projects, and provides operating grants for Eu-
ropean civil society organisations and think tanks active in the areas targeted by the
programme.

The individual actions receiving funding under the programme provide added value in
different ways:

» European remembrance — the programme supports activities that encourage reflec-
tion on European cultural diversity and on common values in the broadest sense.
Funds are available for initiatives to reflect on the origins of totalitarian regimes in
Europe’s modern history and to commemorate the victims of their crimes.

» Democratic engagement and civic participation — the programme supports activi-
ties relating to civic participation in the broadest sense, and focuses in particular on
ensuring that the activities funded have a lasting effect. This strand may also cover
projects and initiatives that develop opportunities for promoting mutual understand-
ing, intercultural dialogue, solidarity, societal engagement and volunteering at EU
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level. The aim is to increase citizens’ democratic participation in decision-making at
European level.

For 2014, the following specific annual priorities were set for the Europe for the citizens
programme:

» European remembrance — the 100th anniversary of the outbreak of World War |,
the 25th anniversary of the Fall of the Berlin Wall and the 10th anniversary of the
enlargement of the EU to include central and eastern European countries. Out of
472 applications submitted, 36 projects from 19 EU countries were selected for
funding (EUR 3.1 million). In addition, of 22 remembrance organisations that applied
for support from the Structural Funds, six organisations were awarded multiannual
operating grants (EUR 1.2 million).

» Democratic engagement and civic participation — the debate on the future of Eu-
rope with the aim of setting up a European public space where European issues are
discussed and debated. Of the 667 town-twinning applications submitted, 252 were
selected for funding (EUR 3.9 million). In addition, 35 networks of towns (out of 224
applications submitted) and 29 civil society projects (out of 538 applications submit-
ted) were selected for funding (the funding awarded totalling EUR 4.5 million and
EUR 3.6 million respectively). Out of 139 think tanks and European civil society organ-
isations that applied for structural support, a total of 29 organisations were selected
for multiannual operating grants covering the years 2014-2017 (EUR 5.5 million).

Expenditure in this area in 2014 related to both the 2014-2020 and the 2007-2013
Europe for citizens programmes.

The main focus of the Europe for citizens programme 2007-2013 was giving citizens
the opportunity to be involved in transnational exchanges and cooperation activities
that would contribute to developing a sense of belonging to common European ideals
and encourage the process of European integration.

Holding debates on Europe’s values

The LED project (}), developed by Associazione ARCI (3),
invited communities to hold debates on Europe’s
values and politics. One major event was organised in
October 2014 in Lampedusa. It focused on the issue
of immigration in Europe, the aim being to propose
concrete alternatives to the current European migration
policies. Migrants, refugees, EU and non-EU citizens,
public authorities and civil society organisations came
together — in one of the places most symbolic of
immigration in Europe today — to reflect, debate and
discuss migration, one of the main challenges for the
future of Europe.

© william87 — Fotolia

() LED: Laboratories of European Democracy.

() ARCl is the Italian Association for Cultural Recreation. It was founded in 1957 and is present all over Italy with 5 000
clubs and over 1 million members. It carries out projects and campaigns on social inclusion, migration and international
cooperation.
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EU Civil Protection Mechanism

EUR 28 million were committed for the Civil Protection Mechanism in 2014.

Measures undertaken by the EU in the area of civil protection are financed through the
Civil Protection Mechanism. These activities help to ensure a faster and more efficient
response to major disasters in and outside the EU. The increasing frequency and com-
plexity of disasters, both in the EU and globally, require a more coherent and flexible
response. Better coordination between civil protection authorities during response ac-
tions, together with improved prevention and preparedness, is essential for ensuring
that assistance meets the real needs of the affected regions.

Overall crisis management is facilitated through the European Commission’s 24/7
Emergency Response Coordination Centre (ERCC). It serves as an operational hub and
allows better coordination between all relevant Commission departments, the Europe-
an External Action Service and Member States. It is also the first point of contact for
any call for assistance made under the solidarity clause.

The new civil protection legislation introduces new strands such as the voluntary pool,
buffer capacities, advisory missions and peer reviews. Many activities will be accessible
to candidate countries or countries eligible under the European neighbourhood policy,
in addition to those countries already participating in the Civil Protection Mechanism.

The measures taken in 2014 within the EU related mainly to prevention, preparedness,
response and awareness-raising, while actions outside the EU focused on the transport
of assistance offered by Member States to disaster areas and the deployment of ex-
perts. In total, the Civil Protection Mechanism was activated 30 times in 2014, mainly
in response to natural disasters, but also following nine ‘man-made’ disasters (civil
unrest or conflict, oil pollution and accidents).

Significant action was taken by the countries participating in the Civil Protection Mech-
anism, the Commission and its partners to respond to the outbreak of the Ebola virus.
Under the authority of Commissioner Christos Stylianides (nominated EU Ebola coor-
dinator by the European Council), the ERCC became the operational hub of the Ebola
response in Europe. It matched requests for assistance with offers of assistance and
played a major role in facilitating logistics, medical evacuation and transport.

The average intervention speed under the EU Civil Protection Mechanism (from ac-
ceptance to deployment) was less than 24 hours. 160 response capacity modules are
already registered by the Member States.

In October 2014, the EU introduced several new tools and instruments under the EU
Civil Protection Mechanism, including the European Emergency Response Capacity,
which has been set up in the form of a voluntary pool. Member States pre-commit re-
sources, such as medical teams, experts, high capacity pumps, forest fire planes, trans-
port capacity and other types of assets. These resources are on standby to be deployed
immediately when needed. This allows a faster and more coherent European disaster
response and better coordinated disaster response planning. Member States benefit
from financial support to help cover the cost of adapting their resources to make them
suitable for international deployment and from increased EU transport co-financing.

One of the first assets to be registered in the voluntary pool was a mobile laboratory
provided by Belgium for the detection and sampling of Ebola. It was deployed in Guin-
ea. Luxembourg and Germany have committed aircraft for the medical evacuation of
international humanitarian workers diagnosed with Ebola. The planes have been spe-
cially equipped for this purpose. The EU provided co-funding for adapting the planes
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and also financed the bulk of the transport costs for evacuations carried out under the

EU Civil Protection Mechanism.

Measures adopted under the previous civil protection financial instrument, for the
2007-2013 programming period, continued to be implemented in 2014, in particular
in the areas of training programmes, exercises and prevention and preparedness. The
measures adopted in 2013, having a maximum duration of 2 years, will come to an
end at the latest in 2016. The same type of actions, with extended scope and the par-
ticipation of new eligible countries, are also being implemented under the 2014-2020

multiannual financial framework.

Floods in the Balkans

In May 2014, extreme floods hit Bosnia and
Herzegovina and Serbia, affecting and displacing
thousands of people. Over 60 people died in what
was the worst flooding seen in the region in more than
a century. The situation was complicated by numerous
landslides, damaging roads and causing houses to
collapse. Many cities were left without electricity and
running water and faced shortages of drinking water,
food, medication and blankets.

The EU provided EUR 3 million of humanitarian aid for
food assistance, clean water, health and sanitation. In
addition, the EU used the Civil Protection Mechanism to
coordinate assistance provided by 23 Member States.
Two EU civil protection teams were sent to Serbia and
Bosnia and Herzegovina to help with the coordination of
relief efforts and to assist rescue operations. Member
States provided motor boats, helicopters, pumps, and
humanitarian kits and deployed over 800 relief workers
to the two countries. The European Commission also
provided satellite imagery of the flooded areas and
co-financed the transportation of aid.

The Commission’s Emergency Response Coordination
Centre was in permanent contact with the two countries
affected, matching the needs on the ground with the
participating countries’ offers of assistance.
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© EC-ECHO, 2014
EU Response to Serbia and Bosnia and Herzegovina floods
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Global Europe

Highlights

© 2015 Pixabay

©-\NFPIMasud AlMarmun
The humanitarian situation  The EU and its Member Millions of people are in There were also a number
continued to deteriorate States are collectively need of humanitarian aid of positive developments
in 2014. Four ‘level 3’ leading the international in Ukraine as a result of in 2014, with Association
emergencies (the highest response to the the conflict in this country.  Agreements being signed
level of crisis) were declared humanitarian crisis in Since 2014, the EU has been with Georgia, the Republic
in Syria, South Sudan, the Syria. They are providing providing various forms of  of Moldova and Ukraine.
Central African Republic humanitarian aid and support, including financial ~ These agreements include
and Iraq, an unprecedented  support for development aid, technical support and provisions on a deep
number in 1 year. As the work in Syria and in material assistance. and comprehensive free
world’s largest humanitarian neighbouring countries trade area, going beyond
aid donor, the EU plays affected by the inflow of the contractual relations
a central role in tackling refugees. established to date with
the resulting humanitarian neighbourhood partners.
consequences.

Global Europe covers all external action (or foreign policy) carried out by the EU. It
includes the enlargement process, development assistance, humanitarian aid and re-
sponse to crises, with the exception of development cooperation with the African, Ca-
ribbean and Pacific countries, and with overseas countries and territories of the EU, for
which the European Development Fund provides aid.
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Heading 4 — Payments executed (million EUR) in 2014

EU guarantees for lending operations; 58 (0.85 %) |

| Civil protection and European Emergency Response Centre (ERC); 4 (0.06 %)

Other actions and programmes; 45 (0.66 %)
Actions financed under the prerogatives of the Commission

and specific competences conferred to the Commission; 49 (0.71 %)
Pilot projects and preparatory actions; 13 (0.19 %)

Decentralised agencies; 20 (0.29 %)

Instrument for Nuclear Safety Cooperation (INSC); 48 (0.69 %)

Common Foreign and Security Policy I
(CFSP); 245 (3.55 %)

Instrument for Pre-Accession (IPA);
1249 (18.07 %)

Humanitarian aid; 1 354 (19.60 %)

EUR 6 909 million

Instrument contributing to Stability
and Peace (IcSP); 253 (3.67 %)

European Instrument for Demacracy and
Human Rights (EIDHR); 166 (2.40 %)

Partnership Instrument (P1); 37 (0.53 %)

European Neighbourhood
Instrument (ENI);
1627 (23.56 %)

Development Cooperation
Instrument (DCI); 1.739 (25.17 %)

Heading 4 — Expenditure by Member State in 2014
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Instrument for pre-accession assistance (IPA)

In 2014, EUR 1 364 million were committed for the Instrument for pre-accession
assistance.

Enlargement of the EU is, by its very nature, an area of common interest and in which
policy can only be pursued at EU level. The IPA is therefore designed to provide target-
ed assistance to countries that are candidate or potential candidates for membership
of the EU. Financial assistance is awarded under the IPA for the following four specific
purposes:

» to provide support for political reforms;
» to provide support for economic, social and territorial development;

» to ensure that the country joining the EU will be able to fulfil the future obligations
arising as a result of EU membership by supporting progressive alignment of its na-
tional legislation with the EU acquis; and

» to strengthen regional integration and territorial cooperation.

The IPA will, in particular, help to address the challenges highlighted in the EU’s en-
largement strategy.

During 2014
» accession negotiations were launched with Serbig;
» Albania was granted the status of candidate country;

» the EU and Montenegro completed the screening of the acquis, a preparatory phase
in accession negotiations, and opened negotiations in new areas;,

» a stabilisation and association agreement was initialled with Kosovo.

Financial assistance from the IPA, awarded in conjunction with the policy dialogue
being held between candidate and potential candidate countries and the Commission,
helped to make these achievements possible.

The economic performance of candidate and potential candidate countries began to
improve, partly as a result of a more favourable business environment. Economic gov-
ernance, the rule of law and public administration reform were confirmed as the priority
areas for the most recent enlargement package.

The criteria against which the IPA and accession policy more widely are to be assessed
are already established in general terms. The new regulatory framework for the IPA
was introduced in 2014, and all indicative country and multi-country strategy papers
were approved.

An evaluation of the IPA assistance awarded for infrastructure projects in five countries
during the period 2005-2011 found that the projects receiving financing were well tar-
geted and met a genuine need. Contracts were awarded according a fully transparent
procedure and the infrastructure and equipment provided were used in accordance
with project objectives. The findings of the evaluation suggest that IPA projects ensure
good value for money compared to similar national actions, as the intensive supervi-
sion and independent tender evaluations mean there is less corruption.
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‘EU-added value’ was identified in the following aspects of infrastructure projects car-
ried out with financial assistance from the IPA:

» strategic planning is of a higher quality;

» beneficiaries receive technical assistance and develop their own capacity as a busi-
ness through the projects;

» IPA financing can be a complementary or the unigue source of financing; and
» the projects demonstrate the benefits of EU integration.

The recently finalised third interim evaluation of the IPA also gave a positive overall
assessment of the instrument.

The financial assistance paid in 2014 related exclusively to IPA | (*) Transition Assis-
tance and Institution Building (the first of the five parts of the IPA | programme),
Commission decisions relating to the new financial framework (IPA 11) not having been
approved until the end of the year and no financing agreement yet having been signed.

m » 32 communal infrastructure projects have
been completed and 26 are ongoing;
» surveys of additional areas have been
Floods recovery programme completed, and new infrastructure projects

are to be selected.
The floods recovery programme, launched in Bosnia

and Herzegovina in July 2014, has delivered tangible The programme has also contributed to economic
results in addressing the various different effects of recovery in the area. A total of 48 bank guarantees
the flooding that took place in May. It has gradually were received and accompanying payments of
restored normal living conditions in local communities EUR 1.27 million made.

and ensured the provision of aid to the most vulnerable
of those affected. The programme was implemented
by the United Nations Development Programme

in cooperation with Unicef and the International
Organisation for Migration. It focused on restoring the
provision of public services, rebuilding infrastructure,
providing housing units for the most vulnerable people
and supporting the social and economic recovery of
local communities.

EU contribution: EUR 42 million

The following results were achieved during the
6 months following the launch of the programme:

» 671 dwellings have been repaired or rebuilt
and work on a further 337 is in progress; © EC/ECHO/Beatriz Suso
» 66 public buildings have been repaired, work
on a further 31 is in progress and 19 are the
subject of procurement or project design;

(!) The other components being dedicated to cross-border cooperation (I1); regional development (SME development,
transport and environment) (I1), employment and social policies (IV) and agriculture and rural development (V).
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European Neighbourhood Instrument (ENI)

In 2014, EUR 2 315 million were committed for the European Neighbourhood
Instrument.

The ENI is designed to support the implementation of the European neighbourhood
policy (ENP) and its two regional dimensions, the Euro-Mediterranean Partnership and
the Eastern Partnership. The ENI provides financial assistance to all partner countries
for national reforms designed to consolidate democratic transition and promote inclu-
sive and sustainable growth. It also encourages countries to cooperate on common
challenges such as security and border management, the environment and connectiv-
ity. The neighbourhood investment facility, a financial instrument used within the ENP,
allows partner countries to collaborate with EU-based financial institutions to finance
investment in energy efficiency, transport and small business development. Lastly, the
ENI supports cross-border cooperation programmes between neighbouring countries
and EU Member States and contributes to the Erasmus+ programme.

In 2014, the ENI showed itself to be a flexible instrument that can be used effectively
to support the changing political priorities of the European neighbourhood policy. In the
east, financial assistance was therefore mainly channelled to the countries that signed
the Association Agreement with the EU in June 2014 (Ukraine, Georgia and Moldova).
In the south, the EU continued to support the democratic transition and socioeconomic
reforms in Tunisia and Morocco, and also to provide aid to Syrian refugees in the on-
going crisis. The ENI allowed the EU to react promptly to major events in 2014 as they
unfolded (the crises in Ukraine and in the Gaza Strip), with the rapid mobilisation of as-
sistance packages of an unprecedented size. The legal framework for the cross-border
cooperation programmes has been updated and the new programmes will be launched
in the coming years.

Improving chances for a better future for children
in the Syria region

Education programmes in Syria, Jordan and Lebanon
ensure that displaced and refugee children have access
to education. In doing so, they help to lessen the risk
of a ‘lost generation’ and improve children’s chances of
having a better future. These programmes can help to
stabilise argas where there ar'e tensions between host —————
communities and refugees (in Lebanon, for example,  Three out of the eight children gathered in Omar's tent said they were continu-
where refugees now constitute around 25 % of the ing their education. One reason for not attending school is the distance, they
. . . say, especially for those living in the outskirts of the village like Omar.
population). Moreover, they contribute to the prevention
of extremism and security threats. In addition, the ‘Madad’
Fund (an EU Regional Trust Fund) was set up in December
2014 to provide a more flexible and coordinated
mechanism for addressing the consequences of the Syrian
crisis and its spillover effects at regional level.
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Ongoing programmes (funded under the ENI from the 2007-2013 programming peri-
od) in a wide range of sectors such as trade, energy, justice, social inclusion and small
business development continued to be implemented. The work completed under these
programmes included, for example, providing public institutions in partner countries
with technical advice on how to approximate their national frameworks to EU policy
and legislation in areas such as food security, industrial standards, environmental pro-
tection and the business environment. ‘Twinning’ schemes whereby public institutions
in partner countries were twinned with their counterparts in EU Member States were
also used as a way of providing assistance. Major programmes set up in response to
the Syrian crisis continued to provide urgently needed support.

Development Cooperation Instrument (DCI)

In 2014, EUR 2 345 million were committed for the Development Cooperation
Instrument.

The objectives and general principles of the Development Cooperation Instrument
(DCI) for the 2014-2020 programming period were determined in accordance with the
Lisbon Treaty and the EU development policies, in particular the Agenda for Change.
The instrument encompasses the following main types of programme:

» Geographic programmes supporting bilateral and regional cooperation with develop-
ing countries in Asia, central Asia, the Middle East, Latin America and South Africa in
a number of areas including human rights, democracy, good governance, sustainable
growth for human development and many others, as are relevant to each region.

» Thematic programmes:

[0 Global public goods and challenges: this programme addresses challenges in the
areas of climate change, the environment, energy, human development, food se-
curity and migration. Any action taken under this programme must also take into
account the EU’s poverty reduction objective. No less than 27 % of the budget
allocated to this programme will be spent on climate change and environment
objectives, and at least 25 % will go towards work in the areas of social inclusion
and human development.

[0 Civil society organisations and local authorities: this programme provides addi-
tional support to civil society and local autharities, in order to encourage them to
take on a more significant role in development strategies.

» The Pan-African programme, which supports the strategic partnership between the
EU and Africa through activities of a trans-regional, continental or global nature in
and with Africa, and complements other financing instruments used in Africa (the
European Neighbourhood Instrument and the European Development Fund).

Compared to the instrument adopted for the 2007-2013 programming period, the new
DCl is based on a more differentiated approach, which allows the EU to better respond
to the needs, capacities and performance of partner countries and to target EU devel-
opment cooperation where it can have the greatest effect, i.e. in the countries most in
need, in particular the least developed countries, low-income countries and countries
in crisis or post-crisis situations, or which are particularly fragile or vulnerable. The pro-
gramming phase was completed in mid-2014.

No general evaluation of this new instrument was carried out in 2014, it being the
first year it has been in use. The various assessments of the DCI for the programming
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period 2007-2013 were, however, positive in their conclusions, confirming that the
instrument has delivered meaningful results and contributed to the achievement of the
Millennium Development Goals. The objective of the new DCl is therefore to continue
contributing effectively to tackling poverty worldwide. In preparing the multiannual
programming of the DCI for the period 2014-2020, attention has systematically been
given to the inclusion of indicators of appropriate quality to allow the results achieved
during its implementation to be measured.

The payments made through this instrument in 2014 mainly related to programmes
adopted under the DCI from the 2007-2013 programming period.

EU Biodiversity for Life

In 2014, the EU launched the EU Biodiversity for Life
flagship initiative, which is designed to help the poorest
countries protect ecosystems, tackle wildlife crime and
develop green economies. The initiative will be financed
from the ‘global public goods and challenges’ thematic
programme and from the budget allocated to regional
and national development cooperation. Biodiversity
and development are closely linked and mutually
reinforcing: healthy ecosystems sustain development
while development affects habitats. Ecosystem
conservation and restoration offer the opportunity

to generate growth, create jobs and reduce poverty
through a green economy, and also contribute to the
EU’s development agenda.

© Andrés Visinoni — European Commission

Estimated EU budget: EUR 800 million for 2014-2020

European instrument for democracy
and human rights (EIDHR)

In 2014, EUR 184 million were committed for the European instrument for democracy
and human rights.

The European instrument for democracy and human rights (EIDHR) is the European
Union’s main financing instrument used for the promotion of democracy and human
rights in its external relations. It thus represents the promotion of and support for de-
mocracy and human rights that features in all the EU’s external policies. The EIDHR is
the world’s largest donor programme promoting democracy and human rights.

The aim of the EIDHR is to help civil society become an effective force for political re-
form and for the defence of human rights worldwide. It is used as a means for launch-
ing initiatives and complements other EU instruments that also support human rights
and democracy through the programmes and projects they fund in other areas.
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The changes made to the EIDHR for 2014-2020, and its new multiannual strategy for
2014-2017, further reinforce the instrument’s main strength — the ability to take ac-
tion without host government consent. The EIDHR is able, worldwide, to focus on sen-
sitive issues, to promote innovative approaches and to cooperate with local, scattered
or disenfranchised civil society organisations that need to preserve their independence.

The EU’s achievements in restoring peace and creating economic prosperity in areas
having experienced conflict or political instability put it in an excellent position to un-
dertake external action in the field of democracy and human rights, on behalf of and
with its Member States. The EU operates in the world’s most remote areas, where most
Member States have limited presence.

Due to the timing of the adoption of the revised EIDHR regulation and of the subse-
quent strategic documents, the programme was adopted as a special measure, in
order to avoid there being a break in the supply of essential financial support to actors
and activities on the ground.

The programme therefore focused on the most pressing issues, so as to avoid there
being a disruption to EIDHR funding that could endanger human rights actors. It also
supported a number of actors specifically identified in the EIDHR regulation and its
annexes, and launched several multiannual programmes to coincide with the entry into
force of the amended instrument.

The EIDHR has been made more flexible and allows actions launched to be adapted
more easily in response to changing circumstances. It is a specialised part of the EU’s
response to crisis and contributed to a number of EU initiatives in 2014, including in
Ukraine, the Central African Republic Syria and Iraq. Over 500 new initiatives were
launched in 2014, covering more than 135 countries. This adds to the more than 1 500
EIDHR projects currently ongoing.

The EU launched 15 new initiatives supporting human rights and human rights actors
in 2014. These initiatives, worth a combined total of EUR 15 million, focus on the most
urgent and difficult situations, and add to the 130 human rights projects currently on-
going. The EIDHR small grant scheme was activated in over 75 cases, allowing support
to be given to hundreds of human rights actors finding themselves at risk.

The EU also gave support to some of the main actors and processes in the area of
human rights via the EIDHR, in particular to allow civil society to contribute to more
than 20 EU human rights dialogues that took place in 2014 involving a range of inter-
national partners.

Lastly, the EIDHR was used to support education on human rights, through a global
network of universities.

Final payments were made in relation to actions launched under the 2011 annual
action plan and to some of the actions launched under the 2012 annual action plan.
Further instalments were paid in respect of actions from the 2013 annual action plan.
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Human rights campaign during the FIFA World Cup

The European Commission and its partners in Brazil
launched the campaign Football has its rules, the world
has its rights during the 2014 FIFA World Cup. The
campaign involved two related actions:

» a set of information leaflets — One city/one
EU project supporting human rights, one for
each of the 12 cities hosting matches. These
were distributed to journalists, interested
parties and the general public throughout
the World Cup. Videos on aspects of these
projects were broadcast at the final games;
and

» a project carried out in partnership with the
250 Brazilian cities, and with the support
of Brazilian local government, designed to
strengthen the capacity of the cities hosting
the World Cup to prevent sexual exploitation
connected with tourism and major sporting
events.

© 2015 Pixabay

The campaign has been extremely successful in raising
awareness of human rights and in increasing the
visibility of EU actions worldwide.

Instrument contributing to stability and peace

In 2014, EUR 277 million were committed for the Instrument contributing to stability
and peace.

The Parliament and the Council adopted a regulation establishing the IcSP in March
2014. This instrument succeeds the instrument for stability (IfS 2007-2013). With
a budget of EUR 2.3 billion allocated for the 2014-2020 programming period, the
IcSP will allow the EU to help prevent conflicts and to respond to crises rapidly and
effectively. It will complement the humanitarian relief provided and interventions car-
ried out under the EU commmon foreign and security policy. Seventy per cent of the
budget allocated to the IcSP is earmarked for ‘response to crises and emerging crises’
(Article 3 of the IcSP regulation), 9 % for ‘conflict prevention, peace-building and crisis
preparedness’ (Article 4), and 21 % for ‘global and trans-regional threats’ (Article 5). In
accordance with the IcSP regulation, budgeting for the short-term crisis response com-
ponent (Article 3) is not subject to multiannual programming, as the actions depend on
developments in the international environment, in particular developments relating to
conflicts and crises.

The conflict prevention component (Article 4) relates to longer-term crisis prepared-
ness. The measures taken in this area are based on a strategy paper prepared for the
period 2014-2020 and a multiannual indicative programme for 2014-2017.
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The global and trans-regional threats component is programmed and implemented by

DG International Cooperation and Development.

Examples of the main crisis response actions launched are: emergency job creation
in the Gaza Strip; reducing conflict by improving healthcare services for vulnerable
people, and providing emergency shelter to Palestinian refugees from Syria, both in
Lebanon; supporting the implementation of the disarmament, demobilisation and rein-
tegration programme in Ivory Coast; addressing the security needs of Syrian refugees
living in camps in Jordan; implementing the programme for capacity building in the
civilian police and phase 2 (ELECT II) of the programme for improving the legal and
electoral capacity in Afghanistan; implementing a stabilisation programme in Somalia
which, amongst others, helps reduce the threat posed by unexploded ordnance, creat-
ing conditions for access to areas that were previously not accessible and allowing the
recovery to start; supporting the electoral process in Haiti and supporting the Jordanian
border guards in assisting the Syrian refugees crossing the Syrian-Jordanian border.

Actions addressing global and trans-regional threats included: the provision of support
to non-EU countries and organisations for fighting drug smuggling and organised crime;
counter-terrorism activities; and the protection of critical infrastructure.

Short-term crisis response component
(Article 3): Ukraine

There were strong anti-government protests following
the decision to suspend preparations for an Association
Agreement with the EU in November 2013. Tensions
escalated in the subsequent months, culminating in
the violent events seen in Kiev in February 2014. After
a change in the Ukrainian leadership in February 2014,
the Commission announced a substantial EU support
package of short- and medium-term measures designed
to stabilise the country’s economy, assist with the
political transition and encourage reforms. In accordance
with the European Council conclusions on Ukraine, the
measures funded by the IcSP were initially focused on
increasing public confidence in the preparation and
organisation of the May 2014 presidential elections
and providing support to the OSCE special monitoring
mission being carried out in Ukraine. Later in the year,
following the intensification of clashes between armed
groups and government forces, the instrument also
provided assistance in response to the significant
population displacements. This included a wide range
of different forms of support, from capacity building to
give the Ukrainian authorities the skills and resources
needed to implement a national internally displaced
persons registration system, to self-employment grants
and income-generating provisions linked to small-scale
community development projects (relating to e.g.
schooling and healthcare facilities). These measures
were all implemented in a balanced way with a view to

alleviating tensions between internally displaced persons
and host populations.

IcSP actions launched in Ukraine in 2014: Total
EUR 16.5 million

© Mathias Eick EU/ECHO, Mariupol, Ukraine, May 2015

Ukraine: IDPs living on the frontline

Lena Ugrenkova and her son Alek fled Donetsk last September. They also
brought their family dog Greta. ‘She saved our lives during the shelling so we
just could not leave her behind'.
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Peace-building partnership (Article 4): European
resources for mediation support facility (ERMES)

This facility was launched in January 2014 and allows
the EU to support global peace mediation efforts being
undertaken by third parties. In 2014, resources from
ERMES were awarded to support action in:

(a) South Sudan, to help in starting a national
dialogue and reconciliation process, to support
the talks in Addis Ababa, and to promote
a potential peace agreement;

(b) Central African Republic, upon request of the
country’s President, for the organisation of
a conference bringing together representatives
from across the country to exchange views on
the country’s crisis;

© EU/ECHO
Basey, Western Samar, Philippines.

(c) the Philippines, to organise an inter-faith
conference on peace and reconciliation in
Mindanao; and

(d) Ukraine, to support the authorities’ efforts
to develop an inclusive national dialogue on
decentralisation.

Partnership instrument for cooperation
with third countries (PI)

In 2014, EUR 120 million were committed for the Partnership instrument for coopera-
tion with third countries (PI).

The Parliament and the Council adopted a regulation establishing the partnership in-
strument in March 2014.

The Pl is a new financial instrument designed to underpin relations with partners with
whom the EU has a strategic interest in promoting links. These include, in particular,
strategic partners that are playing an increasingly important role in world affairs (Can-
ada, Japan, the United States and the Republic of Korea) and strategic partners that
are no longer eligible for bilateral development aid (Brazil, China, India and Mexico).

The PI covers a number of areas that are of critical importance to the EU. It aims to
support the external dimension of EU internal policies and to address major global
challenges such as energy security, climate change and environmental protection. Pub-
lic diplomacy (including cultural diplomacy) and specific aspects of the EU’'s economic
diplomacy will also fall within the scope of the PI. In addition, the instrument will be
used to fund outreach activities designed to promote the EU’s values and interests.
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The creation of the Pl means that the EU will, for the first time, have an instrument spe-
cifically designed to promote its strategic interests worldwide. The external projection
of its policies gives the EU unprecedented opportunities to share its knowledge, exper-
tise and best practices, and in doing so promote its policy agenda and develop overall
relations with its main partner countries in a way that is favourable to EU interests.

Due to the late adoption of the legal base and of the multiannual programming, the
annual action programme (AAP) for 2014 was not adopted until October 2014. Pro-
grammes and actions began being adopted and implemented in 2015, and the results
and achievements of the programme cannot therefore yet be evaluated.

The 2014 AAP, as modified, contains 19 actions, with a combined budget of
EUR 107 million. The actions are wide ranging and address various of the main issues
covered by the partnership instrument, including climate change, public procurement,
migration, market access for European businesses, support for policy dialogues and the
development of clean and sustainable energy.

A new action ‘Support to EU-China aviation cooperation’ has been added by means of
an amendment to the initial 2014 AAP. A second amendment to the AAP 2014 was
adopted by the Commission in June 2015. It added two additional actions that corre-
spond to political objectives set at the EU-Latin America and the Caribbean (EU-LAC)
and EU-Brazil summits. The actions are: 1. supporting the EU-LAC foundation’s work
to strengthen and make more visible the strategic partnership between the EU and
Latin America and the Caribbean; and 2. supporting the set-up and implementation of
a common agenda on migration and mobility with Brazil.

The draft AAP for 2015 sets out 14 actions to be carried out. The proposed actions
build on and complement the actions from the 2014 AAP. They will allow the EU to
work with its main partner counties to address global challenges and to pursue EU
policy objectives and interests, with particular focus being given to climate agenda,
environmental protection and economic diplomacy.

South Korea: facilitating the implementation of an
emissions trading system

Europe has gained expertise in the development

of carbon markets through its experience with the

EU emissions trading system, the world's largest

multinational emissions trading system and

a cornerstone of EU climate policy. The EU is in a unique

position in being able to support the development of ~ © bakhtiarzein - Fotolia
carbon markets in other countries around the world,
by sharing its expertise and good practice. The overall
aim of the action is to promote the introduction of
the latest climate policy tools in South Korea. Similar
programmes may be carried out with other strategic
partner countries in the future.
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Humanitarian aid

In 2014, EUR 1 082 million were committed for humanitarian aid.

In 2014, the EU further strengthened its position as the world’s leading humanitarian
aid donor and an important contributor to humanitarian action. The EU leads the way
in ensuring that humanitarian aid is always provided on the basis of need and that
no humanitarian crisis is overlooked in the international response. The EU encourages
other donors of humanitarian aid to implement effective aid strategies in line with the
humanitarian principles. It has greater flexibility than many other donors in terms of
intervening in politically sensitive situations.

The EU complements the bilateral contributions made by its Member States in re-
sponse to crises. A proportion of the EU humanitarian aid budget is pre-allocated to
ongoing crises, to prevention and to preparedness measures, while the remainder is
used to respond to new crises and to the worsening of existing crises.

The EU played a lead role in the international response to all major humanitarian
crises, both natural and manmade, in 2014. At a cost of less than 1 % of the total EU
budget, amounting to just over EUR 2 per EU citizen per year, humanitarian aid provides
immediate assistance, relief and protection to around 120 million victims of conflicts
and disasters every year. The EU’s humanitarian aid policy is defined in Article 214 of
the Treaty on the Functioning of the European Union and in Council Regulation (EC)
No 1257/96.

2014 saw a major surge in humanitarian crises. Four ‘level 3’ emergencies — the
classification for the most severe, large-scale humanitarian crises — were declared in
Syria, South Sudan, the Central African Republic and Iraq. Armed conflicts and attacks
on civilians are continuing in many areas of the world, whilst natural disasters have
been occurring with increasing frequency and intensity. The number of people affected
by such crises is rising continuously.

As the world’s largest humanitarian aid donor, the EU played a major role in tack-
ling the resulting humanitarian consequences. Aid given by the European Commission
reached almost 121 million beneficiaries in more than 80 countries. Maore than half of
the Commission’s humanitarian budget goes to the most vulnerable countries and an
additional 15 % is allocated to crises that receive little attention from media and the
international community, the so-called ‘forgotten crises’.

Almost half of the payments made in 2014 related to commitments made in previous
years. Humanitarian aid projects last, on average, between 6 and 24 months, and
many projects launched in 2012 and 2013 are therefore not completed until 2014
or 2015. When the Commission issues a contract for humanitarian aid work, between
40 % and 80 % of the agreed funding is paid at the signature of the contract (‘pre-fi-
nancing’), with the balance being paid once the project has been completed and a final
review carried out by the Commission.



Assistance in Syria

The EU and its Member States are collectively leading the
international response to the humanitarian crisis in Syria.
Since the beginning of the conflict in early 2011, tens

of thousands of people have lost their lives, and almost
4 million have sought refuge in neighbouring countries.

The EU works with humanitarian partner organisations
to provide assistance to the millions in need: both
Syrians in their own country and refugees and their host
communities in neighbouring Lebanon, Jordan, Irag and
Turkey. These organisations use EU funding to make
sure that the most vulnerable receive emergency aid,

in particular protection, food, safe water, shelter and
healthcare. Two examples of this are programmes to
provide food assistance and safe water supplies: the
European Commission’s humanitarian aid and civil
protection directorate-general (ECHO) is working, together
with other donors, in partnership with the World Food
Programme and the International Committee of the Red
Cross to provide food assistance inside Syria, reaching
around 4 million people per month; ECHO has also
provided support to Unicef for a programme to provide
a safe water supply to the communities affected by the
conflict, especially those in remote areas.

Fighting Ebola

In 2014, West Africa faced the largest and most
complex Ebola epidemic on record. Guinea, Liberia
and Sierra Leone were the countries most severely

affected. The EU began providing humanitarian aid at
the outbreak of the crisis, and has continued to do so,
to contain, control, treat and ultimately defeat Ebola.

The EU has worked with partner organisations on
the ground in order to address the crisis in the most
effective way. EU aid has helped provide immediate
healthcare and treatment and psychosocial support

to the communities affected. The EU supported
awareness-raising campaigns and the promotion of
safe burials. In addition, EU aid helped finance mobile
laboratories, the deployment of doctors and nurses,
training for health workers and experts and the provision
of vital medical equipment. The EU also provided
logistical assistance to ensure the rapid transport of
equipment and experts to the region by air and sea.
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© People in Need, 2014
Bread has become hard to find and harder to afford.

© Sylvain Cherkaoui/Cosmos for Alima, 2014

2014, Nzerekore, Guinée Conakry. A childcare assistant is holding Moussa,
7 months. His mother, who is affected by Ebola, is being attended to in the
Treatment Centre.
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Common foreign and security policy

In 2014, EUR 290 million were committed under the common foreign and security
policy.

Article 21 of the Treaty on European Union defines the overarching principles and
objectives of the EU’s external action, these being, in particular, to ‘preserve peace,
prevent conflicts and strengthen international security’. The stated purpose of the
EU’s common foreign and security policy is: to safequard the EU’'s common values; to
strengthen its security; to preserve peace and strengthen international security; to pro-
mote international cooperation; and to develop democracy, the rule of law and respect
for human rights and fundamental freedoms. With 28 Member States acting within the
parameters set by common policies and strategies, the EU alone has the critical mass
to respond to global challenges. Action taken by Member States acting independently
may be limited and fragmented, with projects often being too small to have a sig-
nificant and lasting effect. This critical mass also puts the EU in a better position to
conduct policy dialogue with partner governments. The EU is in a uniquely neutral and
impartial position in being able to implement external action on behalf of and with
Member States, and in doing so therefore has greater credibility in the countries in
which it works. It is best placed to take the role of global leader on behalf of its citizens.

The common foreign and security policy is governed by Title V of the Treaty on Euro-
pean Union. In accordance with Article 41, expenditure related to the common foreign
and security policy is charged to the EU budget, with the exception of operations hav-
ing military or defence implications and cases where the Council acting unanimously
decides otherwise. Decisions on operations are taken on an ad hoc basis by the Council.
The Commission is responsible for their financial implementation and the European
External Action Service for their operational aspects. Eleven civilian missions and five
military operations launched under the common foreign and security policy were on-
going during the year.

There was a worsening of the security situation to the south and east of the EU’s bor-
ders in 2014, with a number of crises erupting in its immediate neighbourhood. The
Council set up a civilian security sector reform mission in Ukraine in June 2014, with
the aim of stabilising the security situation, re-establishing the primacy of the rule of
law and developing the Ukrainian authorities’ ability to ensure adequate and demo-
cratic governance in the area of internal security.

The operations being run under the EU Sahel strategy were further extended to Mali.
A military training operation had already been launched, and the Council therefore es-
tablished a new civilian mission under the common foreign and security policy in April
2014. The aim of the mission is to assist the Malian government in improving the op-
erational efficiency and organisation of its internal security forces through training and
advice. A military operation was launched in the Central African Republic in April 2014,
with the aim of protecting the civilian population under threat in Bangui and creating
a safe and secure environment in which humanitarian workers can operate.
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A large number of measures have been taken to implement the December 2013 Eu-
ropean Council conclusions on common foreign and security policy. Sixty tasks were
allocated to the Commission, the European Defence Agency, the High Representative of
the European Union for Foreign Affairs and Security Policy/Vice-President of the Europe-
an Commission (HR/VP), the European External Action Service and the Member States.

Civilian mission in Mali

On 15 April 2014, the Council launched a civilian
mission to support internal security forces in Mali under
the common security and defence policy.

This mission makes an additional contribution to
the support provided by the EU to promote stability,
institutional reform and the full restoration of state

authority throughout the country.

The mission will support the Malian government as it
works to ensure constitutional and democratic order, to
create the conditions for lasting peace and to maintain

its authority throughout the country. The mission will
provide strategic advice and training for Mali’s three
internal security forces (the police, the gendarmerie
and the national guard) and will coordinate with
international partners.

© EC/ECHO/Brahima Cissé
In-kind food distribution by ECHO partner Agronomes et Vétérinaires Sans
Frontiéres (AVSF).
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Administration

Highlights

© European Union, 2015

© European Union, 2015

Union, 2015

© European
A new team of 28 In November 2014, Kristalina Georgieva became Latvia joined the euro area
Commissioners (one from European Commission the new Commissioner on 1 January 2014. The
each EU Member State) was President Jean-Claude responsible for the budget.  euro replaced the lats at
appointed in 2014. They Juncker launched an Formerly Commissioner for  the fixed exchange rate
will be working under the investment offensive International Cooperation, of EUR 1 = LVL 0.702804.
presidency of Jean-Claude  designed to boost growth Humanitarian Aid, and Following a 2-week period
Juncker. and create jobs in the EU. It  Crisis Response, she during which both currencies
will mobilise EUR 315 billion is also responsible for were in circulation, the lats
in private and public human resources and ceased to be legal tender on
investment across the is Vice-President of the 15 January 2014.
EU in the coming 3 years European Commission.

and will be backed by
a EUR 16 billion guarantee
from the EU budget.

The budget heading Administration covered expenditure by all EU institutions on, for
example, staff salaries and pensions, buildings and infrastructure, information technol-
ogy and security.
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Heading 5 — Payments executed (million EUR) in 2014

European Data Protection Supervisor; 7 (0.08 %) F———— EEAS; 534 (6.40 %)
Ombudsman; 10 (0.12 %) :

Committee of Regions; 85 (1.02 %)

Economic and Social Committee; 122 (1.46 %)

Court of Auditors ; 134 (1.61 %)

European Parliament; 1 716 (20.57 %)

Court of Justice; 349 (4.18 %)

Council; 474 (5.68 %)

EUR 8 340 million

Pensions (all institutions);
1486 (17.82 %)

Commission (excluding pensions
but including European schools
and pilot projects: 168);

3424 (41.05 %)

Heading 5 — Expenditure by Member State in 2014

"4 in billion EUR
—— %GNI

billion EUR

u e et — ==t + ey e 00

BE LU FR IT DE UK ES NL DK IE EL PT SE PL FI AT RO CZ HU BG LT SK CY LV HR SI EE MT

%
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Financial frameworks
2007-2013 and 2014-2020

Table 1: Multiannual financial framework (EU-28) adjusted for Article 19 MFFR

adjustment for delayed adoption of programmes in shared management
(million EUR — current prices)

COMMITMENT APPROPRIATIONS 2014 2015 2016 2017 2018 2020 Total 2014-2020

1. Smart and Inclusive Growth 52756 77986 69 304 72386 75271 78752 82466 508921

Ta: Competitiveness for growth 16 560 17 666 18467 19925 21239 23082 25191 142130
and jobs

1b: Economic, social and territorial 36196 60320 50837 52461 54032 55670 57275 366791
cohesion

2. Sustainable Growth: 49 857 64692 64262 60191 60267 60344 60421 420034
Natural Resources

of which: Market-related 43779 44313 44624 44859 44 885 44912 44937 312309
expenditure and direct payments

3. Security and citizenship 1737 2456 2546 2578 2656 2801 2951 17725

4.Global Europe 8335 8749 9143 9432 9825 10268 10510 66 262

5. Administration 8721 9076 9483 9918 10346 10786 11254 69 584

of which: Administrative expenditure 7056 7351 7679 8007 8360 8700 9071 56224

of the institutions

6. Compensations 29 0 0 0 0 0 0 29

Total commitment 121435 162 959 154738 154 505 158 365 162951 167 602 1082 555

appropriations

asapercentage of GNI -~ 0.90 % 1.17 % 1.08 % 1.04 % 1.03 % 1.03% 1.03 % 1.04 %

Total payment appropriations 135 866 141901 144 685 142771 149 074 153 362 156 295 1023 954

asapercentage of NI~ 1.01% 1.02% 1.01% 0.96 % 0.97 % 0.97 % 0.96 % 0.99 %
Margin available ~ 0.22 % 0.21% 0.22% 0.27 % 0.26 % 0.26 % 0.27 % 0.24%
Own Resources Ceiling ~ 1.23% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23% 1.23%

as a percentage of GNI
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Table 2: Financial framework 2007-2013: adjusted for 2013

(million EUR - current prices)

Commitment appropriations 2007 2008 2012 2013 Total 2007-2013

1. Sustainable Growth 53979 57653 61696 63 555 63974 67614 70 644 439115

Ta Competitiveness for Growth and 8918 10386 13269 14167 12987 14853 15670 90 250
Employment

1b Cohesion for Growthand 45061 47267 48427 49388 50987 52761 54974 348 865
Employment

2. Preservation and Management 55143 59193 56333 59955 59 888 60810 61289 412611
of Natural Resources

of which: market related expenditure 45759 46217 46679 47146 47617 48093 48574 330085
and direct payments

3. Citizenship, freedom, security 1273 1362 1518 1693 1889 2105 2407 12247
and justice

3a Freedom, Security and Justice 637 747 367 1025 1206 1406 1661 7549

3 Citizenship 636 615 651 668 683 699 746 4693

4.EU as a global player 6578 7002 7440 7893 8430 8997 9595 55935

5. Administration (") 7039 7380 7525 7882 8091 8523 8492 54932

6. Compensations 445 207 210 75 937

TOTAL COMMITMENT 124 457 132797 134722 140978 142272 148 049 152502 975777
APPROPRIATIONS

asapercentage of GNI -~ 1.02% 1.08 % 1.16% 1.18 % 1.15% 1.13% 1.15% 1.12%

TOTAL PAYMENT APPROPRIATIONS | 122190 129681 120 445 134 289 133700 141360 144285 925950

asapercentage of NI~ 1.00 % 1.05% 1.04% 1.12% 1.08 % 1.08 % 1.08% 1.06 %

Margin available ~ 0.24 % 0.19% 0.20% 0.11% 0.15% 0.15% 0.15% 0.17%

Own Resources Ceiling ~ 1.24% 1.24% 1.24% 1.23% 1.23% 1.23% 1.23% 1.23%
as a percentage of GNI

(%) The expenditure on pensions included under the ceiling for this heading is calculated net of the staff contributions to the relevant scheme, within the limit of
EUR 500 million at 2004 prices for the period 2007-2013.
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Annex 2
Expenditure and revenue

2014 by heading, type of
source and Member State

Annex 2a — Expenditure in 2014 by heading

All types of appropriations excluding assigned revenues (million EUR)

1a. Competitiveness for growth and jobs

1.1.11 European Satellite Navigation Systems (EGNOS and Galileo) 1130
1.1.12 ITER 428
1.1.13 European Earth Observation Programme (Copernicus) 243
1.1.2 Nuclear Safety and Decommissioning 165
1131 Horizon 2020 6292
1.1.32 Euratom Research and Training Programme 259
114 Competitiveness of enterprises and small and medium-sized enterprises (COSME) 229
1.15 Education, Training, Youth and Sport (Erasmus+) 1360
1.1.6 Employment and Social Innovation (EaSI) 81
117 Customs, Fiscalis and Anti-Fraud 93
1.1.81 CEF — Energy 10
1.1.82 CEF — Transport 792
1.1.83 CEF — Information and Communication Technology (ICT) 5
1.1.9 Energy projects to aid economic recovery (EERP) 177
1.1.0TH Other actions and programmes 213
1.1.SPEC  Actions financed under the prerogatives of the Commission and specific competences conferred to the Commission 114
1.1.PPPA  Pilot projects and preparatory actions 18
1.1.DAG Decentralised agencies 238

TOTAL — Competitiveness

1b. Economic, social and territorial cohesion

121 Regional convergence (Less developed regions) 30591
1212 Transition regions 164

1213 Competitiveness (More developed regions) 7740
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Outermost and sparsely populated regions 7
Cohesion fund 13431
European territorial cooperation 1683
Technical assistance and innovative actions 84
European Aid to the Most Deprived (FEAD) 410
Youth employment initiative (specific top-up allocation) 34
Pilot projects and preparatory actions 6

TOTAL — Cohesion

2. Sustainable growth: natural resources

2.0.10
202
2,031
2032
204
2.0.5PEC
2.0.PPPA
2.0.DAG

European Agricultural Guarantee Fund (EAGF) — Market-related expenditure and direct payments 42904
European Agricultural Fund for Rural Development (EAFRD) 11104
European Maritime and Fisheries Fund (EMFF) 667
Regional Fisheries Management Organisations (RFMOs) and Sustainable Fisheries Agreements (SFAs) 73
Environment and Climate action (LIFE) 264
Actions financed under the prerogatives of the Commission and specific competences conferred to the Commission 3
Pilot projects and preparatory actions 17
Decentralised agencies 52

TOTAL — Natural resources

3. Security and citizenship

3.0.1
302
303
3.04
305
3.06
307
308
3.09
3.0.10
3.0M
3.0.0TH
3.0.5PEC
3.0.PPPA
3.0.DAG

Asylum, Migration and Integration Fund (AMIF) 180
Internal Security Fund (ISF) 207
[T systems 27
Justice 39
Rights and citizenship 44
Civil protection 27
Europe for citizens 26
Food and feed 219
Health 47
Consumer protection 19
(reative Europe 181
Other actions and programmes 1
Actions financed under the prerogatives of the Commission and specific competences conferred to the Commission 170
Pilot projects and preparatory actions 11
Decentralised agencies 460

TOTAL — Security and citizenship 1656

137
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4. Global Europe

40.1 Instrument for Pre-Accession Assistance (IPA) 1249
402 European Neighbourhood Instrument (ENI) 1627
403 Development Cooperation Instrument (DCl) 1739
404 Partnership Instrument (PI) 37
405 European Instrument for Democracy and Human Rights (EIDHR) 166
406 Instrument contributing to Stability and Peace (IcSP) 253
40.7 Humanitarian aid 1354
408 Common foreign and security policy (CFSP) 245
409 Instrument for Nuclear Safety Cooperation (INSC) 48
40.10 Macro-financial assistance (MFA) 0
40.11 EU quarantees for lending operations 58
40.12 Civil protection and Furopean Emergency Response Centre (ERC) 4
40.13 European Voluntary Humanitarian Aid Corps (EVHAC) 0
4.0.0TH Other actions and programmes 45
4.0.5PEC Actions financed under the prerogatives of the Commission and specific competences conferred to the Commission 49
4.0.PPPA Pilot projects and preparatory actions 13
4.0.DAG Decentralised agencies 20

TOTAL — Global Europe

5. Administration

511 Pensions (all institutions) 1486
512 European schools 168
5.23x Commission administration 3254
5.23PPPA Pilot projects and preparatory actions 2

TOTAL — Administration

Other institutions 3429
TOTAL — Administration

6. Compensations

6.0.1 (ompensations 29
TOTAL — Compensations 29
SUBTOTAL COMMISSION 134583
9.0.1 Emergency Aid Reserve (EAR) n/a
9.0.2 European Globalisation Adjustment Fund (EGF) 26
9.0.31 European Union Solidarity Fund (EUSF) — Member States 401
9.032 European Union Solidarity Fund (EUSF) — Countries negotiating for accession 0

TOTAL SPECIAL INSTRUMENTS 427

TOTAL COMMISSION 135010

Other institutions 3429

GRAND TOTAL 138 440
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Annex 2d — Expenditures allocated from relevant earmarked revenues*
by Member States (million EUR)

Market related expenditure and direct aids Total Natural resources (H2)

Expenditures allocated  Expenditures allocated Total market Expenditures allocated  Expenditures allocated Grand total H2
from the voted from relevant expenditure and from the voted from relevant
appropriations earmarked revenues direct aids appropriations earmarked revenues
(1) @) B)=(1+(@ ) ()= (6)=(4)+(5)
BE 605.5 16.6 622.1 674.0 166 690.6
BG 602.5 0.0 602.5 1007.2 0.0 1007.2
v 893.4 0.8 894.1 11782 08 1179.0
DK 936.8 11 937.9 1078.1 11 1079.1
DE 5183.2 211 52042 61503 211 61714
EE 100.5 0.0 100.5 181.0 0.0 181.0
IE 12323 33 12356 12381 33 12414
EL 22854 78 2293.2 28533 78 2861.0
ES 53370 2479 55849 6555.1 2479 6803.0
FR 7687.0 687.2 83742 85328 687.2 92200
HR 9.5 0.0 9.5 9.9 0.0 9.9
IT 42039 3158 4519.7 5505.9 3158 58217
Y 57.0 0.1 57.1 845 0.1 84.7
v 148.0 0.0 148.0 2365 0.0 2365
LT 3843 0.0 384.3 624.4 0.0 624.4
L 358 00 3538 421 00 421
HU 13343 30 13372 1894.6 30 1897.6
MT 5.7 0.0 57 193 0.0 19.3
NL 8434 103 853.7 974.6 103 984.9
AT 7143 6.6 7210 1004.0 6.6 10107
PL 32169 0.2 3217 5069.2 0.2 5069.4
PT 7350 16 736.5 1507.4 16 15089
RO 13348 0.6 13355 21835 0.6 21842
S| 137.2 9.7 146.8 264.6 9.7 2742
K 380.7 03 380.9 5320 03 5323
FI 5240 08 524.8 6215 0.8 6223
SE 6929 12 694.1 9289 12 930.1
UK 3195.1 473 32424 39517 413 39990
EU-28 42903.4 1383.1 44 286.5 54989.9 1383.1 56373.0

(*): expenditures effectuated regularly by DG AGRI, DG SANCO and DG MARE within H2.0.1 from revenues arising mainly from recoveries established during the
clearing exercise (N.B.: these expenditures are not part of the operative budgetary balance calculation because they are not financed by own resources).
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Annex 3

Operating budgetary
balances

Methodology and calculation

Member States’ operating budgetary balances are calculated based on data on the
allocation of EU expenditure by Member State and on Member States’ contributions to
the EU budget. It is, however, important to point out that estimating operating budget-
ary balances is merely an accounting exercise that shows certain financial costs and
benefits derived from the EU by each Member State. Furthermore, this accounting al-
location is non-exhaustive and gives no indication of the many other benefits arising
from EU policies such as those relating to the single market and economic integration,
not to mention political stability and security. The operating budgetary balance of each
Member State is calculated as the difference between the operating expenditure (ex-
cluding administration) (*) allocated to each Member State and the adjusted ‘national
contribution’ (%) of each Member State as follows:

() In accordance with point 75 of the conclusions of the 1999 European Council in Berlin: ‘When referring to budgetary
imbalances, the Commission, for presentational purposes, will base itself on operating expenditure.’

(%) As in the case of the calculation of the UK correction, it is not the actual ‘national contribution’ of Member States (i.e.
own resources payments, excluding traditional own resources (TORs), e.g. customs duties and sugar levies) but the related
allocation key, i.e. each Member State’s share of total ‘national contributions’, that is used for the calculation of operating
budgetary balances. Total ‘national contributions’ are adjusted to equal total EU allocated operating expenditure, so

that operating budgetary balances sum to zero. TORs are not included in the calculation of net balances. Since TORs are

a direct result of the application of common policies (such as the common agricultural policy and customs union), they are
considered to be pure EU revenue rather than ‘national contributions’. Furthermore, the economic agent bearing the burden
of the customs duty imposed is not always a resident of the Member States collecting the duty.
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TAE,,~ HS5,,
INC

EU

OBB = TAE ~ HS,~ TNC -

where:
OBB : operating budgetary balance of Member State /, where i = 1.28;
TAE : total allocated expenditure of Member State ;, where /= 128 or for the EU as a whole;
HS : administrative expenditure allocated to Member State ;, where = 128 or i for the EU
as a whole;
INC : total national contribution of Member State /, where i = 1.28 or i for the EU as a whole;

Numerical example — 2014 operating budgetary balance of Belgium
TAE,, = EUR 7 044.3 million; H5,, = EUR 4 725.4 million; 7NC,,= EUR 3 660.2 million;
TAE,,, = EUR 128 564.9 million; /5,,,= EUR 7 680.9 million; 7NC,,= EUR 116 531.7 million:

12 4.9 -7 b
OBB,, =7 0443 -47254-3660.2- ELCE s EUR - 1 478.1 million.

116 531.7

Operating budgetary balances — listed below — show the relationship between
a Member State’s share of total allocated EU operating expenditure and its share of
‘national contributions’.
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2000-2014 Operating budgetary balances
(excluding administrative expenditure and TOR, and including UK correction)

million  %GNI  million  %GNI  million  %GNI  million %GNI million %GNI million %GNI million %GNI million %GNI million %GNI
EUR EUR EUR EUR EUR EUR EUR EUR EUR

BE 2332 -012%  -7452 -08%  -5177 -019%  -7797 -027%  -536.1 -018%  -6075 -0.19%  -7099 -021%  -8682 -025%  -7206 -020%
BG na. na. na. na. na. na. na. na. na. na. na. na. na. na  +3351+113%  +6696 +192%
(04 n.a. na. na. na. na. na. na. na.  +2722+030%  +1780 +0.17%  +386.2 +033%  +6567 +051% +11780 +0.78%
DK +2396+0.14%  -2231 -012%  -1691 -009%  -2200 -0.11%  -2246 -011%  -2653 -012%  -5052 -022%  -6044 -026%  -5432 -022%
DE  -82324 -039% -69715 -032% -49540 -03% -76054 -035% -71404 -031% -60643 -026% -63252 -0.26% -74152 -09% -87743 -034%
EE na. na. na. na. na. na. na. na.  +1450 +157%  +1543 +143%  +1764 +138%  +2262 +150%  +227.4 +146%
IE +17195 +183% +11983 +1.16% +15741 +139% +15590 +1.25% +15938 +1.19% +11366 +077% +10805+067%  +662.1+039%  +566.1 +035%
EL +43806 +304% +45036 +294% +33/57 +207% +33583 +189% +41633 +216% +39005 +198% +51023 +239% +5437.2 +240% +6279.7 +268%
ES  +52636 +082% +7661.2+1.11% +88594 +120% +87049 +109% +85023 +100% +6017.8 +066% +38117 +038% +36518 +035% +2813.2+0.26%
FR -6766 -004% -20834 -013% -22184 -0.14% -19761 -012% -3050.7 -0.18% -28835 -0.16% -30125 -0.16% -29973 -015% -38427 -0.19%
HR na.na na.  na na. na. na.na na. na. na.na na.  na na. na. na.na

I +12312+010% -20309 -016% -2917.1 -022%  -8498 -006% -29469 -020% -21990 -0.15% -17318 -011% -20135 -012% -41014 -0.25%

a4 na. na. na. na. na. na. na. na.  +635+049%  +903 +064%  +1024 +0.67% -105 -0.06% -177 -0.10%
v na. na. na. na. na. na. na. na  +1977 +172%  +2639 +194%  +2555+152%  +4888 +223%  +407.0 +1.69%
) na. na. na. na. na. na. na. na.  +3693 +206%  +4764 +230%  +5853 +248%  +793.2 +284%  +8426 +267%
Y -546 -032%  -1400 -077% -481 -0.24% -572 -0.28% -936 -042% -868 -033% -602 -025%  -1398 -048% =221 -007%
HU n.a. na. na. na. na. na. na. na.  +1934+024%  +590.1 +069% +11150 +1.29% +16059 +170% +1111.7 +1.11%
MT na. na. na. na. na. na. na. na.  +450+093%  +900+182%  +101.0 +195%  +281+050%  +300 +050%

NL 15439 -034% -22599 -048% -21713 -044% -19422 -038% -20349 -038% -26366 -049% -25876 -044% -28643 -047% -26782 -043%
AT -4355 -021% -5424 -025% -2126 -009% -3309 -0.14% -365.1 -0.15% -27719 -011% -3015 -011% -5632 -0.20% -354 -0.12%
PL na. na. na. na. na. na. na. na. +143834+072% +18324077% +2976 +112% +51364 +170% +4441.7 +1.25%
PT  +21282 +169% +17/38 +133% +26827 +191% +34763 +241% +31240 +208% +23780 +152% +22917 +142% +24744 +146% +2695.1 +1.57%

RO na. na. na. na. na. na. na. na. na. na. na. na. na. na.  +5%8 +049% +1581.0 +1.14%
S| na. na. na. na. na. na. na. na.  +1097 +040%  +101.54+035%  +1428 +046% +886+026%  +1138 +031%
SK na. na. na. na. na. na. na. na.  +16924+051%  +2709 +071%  +3232+073%  +6178 +113%  +7256 +1.13%

Fl +2759 +020%  -1530 -0.11% -49 -0.00% -267 -0.02% -696 -0.04% -848 -005%  -2410 -014%  -1716 -009%  -3185 -0.16%
SE -10587 -038%  -9829 -037%  -7504 -027%  -9456 -032% -10598 -034%  -8669 -027%  -85%66 -025%  -9948 -027% -1463.1 -040%
-29137 -017%  +9554 +006%  -25284 -014% -23649 -014% -28049 -0.15% -15290 -008% -21402 -0.10% -4153 -019%  -8443 -004%

0.0 0.00% 0.0 0.00% 0.0 0.00% 0.0 0.00% 0.0 0.00% 0.0 0.00% 0.0 0.00% 0.0 0.00% 0.0 000%

NOTES
- Operating budgetary balances' are calculated, for a given Member State, as the difference between allocated operating expenditure
(i.e. exluding administration) and own resources payments (excluding TOR).
+ These payments are adjusted to sum up to total allocated operating expenditure (as for calculating the UK correction), so that operating budgetary balances add up to zero.
- Please refer to the numerical example for details on the above calculations. Series as a percentage of GNI are calculated on the basis of GNI data,
as published by DG ECFIN in its spring 2015 economic forecasts (GNI/ESA 2010).
- In 2014, the operating budgetary balance are distorted by the fact that the new Own Resources Decision 2014 (ORD 2014) has not yet entered into force,
while the temporary VAT reduced rates and GNI reductions from ORD 2007 have ceased to apply, hence changing Member States contributions to the budget.
This is the same situation as in 2007. Based on the ORD 2007 experience, it can be expected that the adjustments of the 2014-2015 OBBs will be done in 2016.



BG

T

L
HU
MT
NL
AT
PL
PT
RO
Sl

SK
Fl

SE

2009 (*)

million ~ %GNI
EUR

-16639 -048%
+624.2 +1.77%
+17025 +123%
-969.5 -042%
-63575 -0.25%
+573.0 +4.18%
-475 -0.03%
+3121.0 +1.35%
+1181.7 +0.11%
-58727 -030%
na.  na
-50585 -032%
-23 -001%
+501.5 +249%
+14933 +544%
-100.2 -042%
+27194 4+3.05%
+86 +0.15%
+117.7 +0.02%
-4021 -0.14%
+6337.1 +209%
+2150.7 +1.27%
+1692.5 +142%
+2419 +0.68%
+542.1 +0385%
-5442 -030%
-856 -0.03%
-19033 -0.11%

2010

million  %GNI
EUR

-14664 -039%
+895.5 +250%
+20793 +144%
-6153 -025%
-92236 -035%
+6727 +4.82%
+803.9 +0.58%
+3597.4 +162%
+4100.9 +0.38%
-55348 -027%
na o ona
-45340 -0.28%
+10.6 +0.06%
+674.2 +3.70%
+13584 +4.94%
-419 -0.16%
+27484 +295%
+529 +0.84%
-1833.1 -0.29%
-6770 -023%
+84275 +243%
+26226 +151%
+12452 +099%
+4241 +1.18%
+1349.6 +2.06%
-3002 -0.16%
-12114 -032%
-56259 -031%

2011

million ~ %GNI
EUR

-13696 -036%
+7254 +188%
+14552 +096%
-8366 -033%
-90025 -033%
+3504 +2.25%
+3838 +0.27%
+46226 +2.29%
+2995.0 +0.28%
-64058 -030%
na  na
-59330 -036%
+6.9 +0.03%
+7313 +362%
+1368.0 +455%
-750 -0.27%
+44183 +4.62%
+67.0 +1.00%
-22140 -034%
-805.1 -026%
+10975.1 +3.03%
+2983.7 +1.73%
+14515 +1.10%
+490.1 +134%
+1160.6 +1.69%
-6521 -033%
-13254 -032%
-55656 -030%

2012

million ~ %GNI
EUR

-14937 -038%
+1329.7 +332%
+30452 +202%
-11260 -044%
-119538 -0.42%
+7853 +4.64%
+670.6 +047%
+45449 +2.33%
+3999.0 +038%
-82975 -039%
na na
-5058.1 -031%
-252 -0.13%
+955.9 +433%
+15140 +4.69%
-795 -0.28%
+32804 +347%
+714 +1.03%
-23645 -036%
-10733 -034%
+11997.2 +3.24%
+5027.2 +3.06%
+2031.6 +155%
+572.2 +160%
+1597.0 +2.26%
-6588 -033%
-19251 -044%
-7366.1 -036%

2013

million % GNI
EUR

-1541.1 -039%
+1529.0 +3.80%
+3401.1 +233%

-1277.1 -049%
-138248 -048%

+7714 +422%

+279.1 +0.19%
+5340.7 +293%
+30583 +0.29%

-84457 -039%

+49.6 +0.12%

-37899 -0.24%

+40.4 +0.23%
+801.2 +3.46%
+15145 +4.45%
-69.4 -0.24%
+49545 +508%
+88.0 +1.21%

-2675.1 -042%

-12517 -039%

+12237.1 +3.22%
+4416.7 +263%
+41428 +294%
+4292 +120%
+1287.4 +1.78%
-6040 -030%
-22207 -049%
-8641.7 -043%

2014
million
EUR

-1478.1
+18243
+3004.2

-836.0
-15501.6
+4738
+388
+5162.6
+1090.6

-71646

+1736

-44670

+1148
+79.8
+15432
+80.1
+5681.6
+1794

-4711.1

-1240.6

+137480
+32113
+45199
+7944
+1010.1
-809.0
-23127
-49298
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% GNI

-037%
+4.45%
+2.08%

-032%

-052%
+249%
+0.02%
+2.89%
+0.10%

-033%
+042%

-0.28%
+0.69%
+335%
+4.38%
+0.27%
+564%
+235%

-0.71%

-038%
+347%
+1.88%
+3.09%
+217%
+137%

-040%

-052%

-023%

2007 (***)

million ~ %GNI
EUR

-9659 -0.28%
+327.7 +1.15%
+6256 +051%
-673.7 -0.29%
-65215 -0.26%
+2223 +148%
+619.0 +0.38%
+53829 +248%
+33794 +033%
-35009 -0.18%
na  na
-2479.7 -0.16%
-145 -0.10%
+4837 +238%
+7859 +2.84%
-1478 -049%
+157814+171%
+267 +0.49%
-17664 -030%
-5455 -020%
+50604 +1.69%
+24334 +1.48%
+562.0 +047%
+80.3 +0.24%
+603.1 +1.14%
-2232 -0.12%
-6202 -0.18%
-47113 -0.23%

2008 (***)

million ~ %GNI
EUR

-8387 -0.24%
+658.7 +1.95%
11339 +0.77%
-6252 -0.26%
-7836.0 -031%
+2220 +144%
+5126 +033%
+6201.0 +275%
+24608 +0.23%
-44949 -0.23%
na o na
-4636.6 -030%
-231 -0.14%
+3995 +1.76%
+8323 +265%
-319 -0.11%
+10789 +1.09%
+282 +049%
-15510 -027%
-3414 -012%
+43303 +1.22%
+2642.1 +159%
+15379 +1.13%
+102.1 +0.28%
+705.7 +1.12%
=383 -021%
-1090.7 -032%
-9930 -0.05%

145

2009 (***¥)

million % GNI
EUR

-14527 -043%
+642.2 +1.88%
+1776.8 +134%
-821.0 -036%
-81073 -033%
+5820 +437%
+47.0 +0.04%
+32515 +144%
+179%4.3 +0.17%
-47394 -025%
na  na
-4079.2 -0.27%
+6.9 +0.04%
+513.6 +258%
5106 +5.57%
-828 -035%
+27721 +317%
+11.7 +0.21%
-20262 -036%
-4315 -0.16%
+64885 +2.16%
+2242.8 +139%
+17558 +151%
+2616 +075%
+580.2 +0.93%
-4303 -0.25%
-7042 -0.24%
-13629 -0.09%

0.0 0.00% 0.0 0.00% 0.0 0.00% 0.0 0.00% 0.0 0.00%] 00  +0.00% “““

(*) Including the adjustment relating to the implementation of the ORD 2007.
(**) Including p.m. the retroactive effect of ORD 2007.
(***) Without p.m. the adjustment relating to the implementation of the ORD 2007.
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Annex 4

Recoveries and
financial corrections

The recovery of undue payments is the final stage in the operation of control systems.
It is essential to evaluate recoveries in order to demonstrate sound financial man-
agement. The aim of this Annex is to provide the best possible estimate of the total
amount of financial corrections and recoveries for 2014. Further details can be found
in Note 6 to the 2014 annual accounts.

The tables below list the financial corrections and recoveries confirmed in 2014 and
resulting from audits carried out by the Commission, checks and audits carried out by
the Court of Auditors and investigations by the European Anti-Fraud Office (OLAF). The
figures include financial corrections confirmed during 2014 even if some of those cor-
rections were not implemented in 2014.

The tables do not include the results of the Member States’ own checks of expenditure
on actions under the structural funds.

There are a number of ways in which the Commission can recover undue payments
if there is a clear case of a financial error or irreqularity, depending on the fund con-
cerned. These are explained below.

With regard to agriculture, the European Agricultural Guarantee Fund (EAGF) and the
European Agricultural Fund for Rural Development (EAFRD) replaced the European Ag-
ricultural Guidance and Guarantee Fund (EAGGF). In the case of the EAFRD, financial
corrections are always implemented by means of a recovery order. For the EAGF, finan-
cial corrections take the form of deductions from the monthly declarations.

Financial corrections under cohesion policy are implemented as follows:

» The Member State accepts the correction required or proposed by the Commission.
The Member State itself applies the financial correction, either through withdrawal or
through recovery. The amount may then be reused for other eligible operations which
have incurred regular expenditure. In these cases there is no impact on the Commis-
sion’s accounts, as the level of EU funding for a specific programme is not reduced.
The EU’s financial interests are thus protected against irreqularities and fraud.

» The Member State disagrees with the correction required or proposed by the Com-
mission, following a formal ‘contradictory’ procedure with the Member State. In this
case, the Commission adopts a formal financial correction decision and issues a re-
covery order to obtain repayment from the Member State. These cases lead to a net
reduction in the EU contribution to the specific operational programme concemed.
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Summary of financial corrections confirmed during 2014 (million EUR)

(million EUR)

Financial corrections Recoveries 2014 Total 2013 Total
Agriculture
— EAGF 1649 213 1862 1070
— Rural development 220 165 385 386
Cohesion policy
— ERDF 1330 - 1330 338
— (ohesion Fund 292 - 292 220
— ESF 342 1 38 874
— FIFG/EFF 39 29 67 34
— EAGGF guidance 13 5 18 3
— Other - = = 16
Internal policy areas 5 293 298 39
External policy areas N/A 127 127 93
Administration NA 5 5 6
Total decided/confirmed in 2014 3890 838 4728
Total decided/confirmed in 2013 2495 941 3436

These figures are taken from the 2014 consolidated annual accounts of the European Union, and should be considered provisional pending the final audit
opinion of the Court of Auditors.

Financial corrections confirmed in 2014 by Member State (million EUR)

Member State EAGF Rural ERDF Cohesion ESF FIFG/EFF EAGGF Other Total 2014
Development Fund

Belgium 2 0 2 - 21 - - 0 25
Bulgaria 32 28 57 23 0 8 - - 148
(zech Republic 2 - 420 3 15 1 - - 441
Denmark 8 0 - - - 1 - - 9
Germany 13 4 11 - 4 6 2 - 39
Estonia 0 0 0 1 - - - - 2
Ireland 1 - 15 - - 2 - - 18
Greece 75 8 76 23 2 3 - - 187
Spain 39 3 195 -15 155 - 0 1 379
France 1246 105 1 - 22 8 - 0 1383
Italy 105 2 269 - 20 4 0 - 401
Latvia 0 0 0 4 - - - -

Lithuania 4 3 - 2 - - - 0

Luxembourg 0 - - - - - 0 -

Hungary 13 0 33 127 16 - - 0 189
Malta 0 - 0 - - - - - 0
Netherlands -30 - - - - 1 - 0 -30
Austria 1 0 10 - 3 - - 0 15
Poland 0 6 1 10 33 - - 0 49
Portugal 14 4 21 0 1 8 1 50
Romania % 51 100 2 43 3 - 0 295
Slovenia 10 1 4 - - - - 0 15
Slovakia 0 - 24 M 7 - - 0 142
Finland 2 - - - - - - 7
Sweden 1 0 0 - - 0 - 2 4
United Kingdom 10 2 47 - 1 0 3 0 62
INTERREG - 44 - - - - - 14

TOTAL DECIDED 1649 220 1330 292 342 3 13 5 3890

|

These figures are taken from the 2014 consolidated annual accounts of the European Union, and should be considered provisional pending the final audit
opinion of the Court of Auditors.
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Annex 5

Borrowing and lending
activities

1. Borrowing

A number of EU and Euratom operations are carried out using borrowed funds. The EU
and Euratom have access to the capital markets to fund various categories of loans.

Borrowing transactions in 2014

Balance of payments: None

EU macro-financial assistance: EUR 1 360 million

Euratom: None

European Financial Stabilisation Mechanism (EFSM): EUR 3 000 million

2. Lending to Member States

2.1. Balance of payments

The EU medium-term financial assistance facility (the BoP facility) enables loans to be
granted to one or more Member States that have not yet adopted the euro and that are
experiencing, or are seriously threatened by, difficulties in their balance of payments
on current accounts.

No decisions were taken in 2014.

Loan disbursements
No disbursements were made in 2014.

2.2. European Financial Stabilisation Mechanism

The European Financial Stabilisation Mechanism (EFSM) was set up during the financial
crisis to provide financial support for Member States experiencing difficulties caused by
exceptional circumstances beyond their control. The loans are granted as joint EU/IMF
support. No decisions were taken in 2014.

Loan disbursements
EUR 3 000 million was disbursed in 2014 (EUR 800 million to Ireland and EUR 2 200 mil-
lion to Portugal).
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Ireland completed the EU/IMF financial assistance programme with full disbursement
of the amount granted. Portugal exited the programme in May 2014 when the remain-
ing EUR 1 700 million had not been disbursed.

3. Lending to non-member countries

3.1. Macro-financial assistance

The EU may help to restore macroeconomic equilibrium in a particular non-member
country, generally through loans and grants (‘macro-financial assistance’). The Com-
mission administers such support in accordance with the relevant Council decisions.

Two decisions were taken in 2014:

On 14 April 2014, the Council decided to make macro-financial assistance available
to Ukraine in the form of loans for a maximum of EUR 1 billion and with a maximum
maturity of 15 years.

On 15 May 2014, the European Parliament and the Council decided to make macro-fi-
nancial assistance available to Tunisia in the form of loans for a maximum amount of
EUR 300 million and with a maximum maturity of 15 years.

Loan disbursements

EUR 1 360 million was disbursed to Ukraine in 2014.

The abovementioned loan of EUR 1 billion was fully disbursed in 2014 in two tranches
of EUR 500 million, in June and December.

Furthermore, EUR 610 million remaining from 2002 and 2010 macro-financial as-
sistance decisions in favour of Ukraine was also disbursed, the first tranche of
EUR 100 million in May 2014, and the second tranche of EUR 260 million in November.

3.2. Euratom loans

Euratom loans to EU Member States are used to finance project investments relating
to the industrial production of electricity in nuclear power stations and to industrial
installations in the nuclear fuel cycle.

Euratom loans for non-member countries aim to improve the safety and efficiency of
nuclear power stations and installations in the nuclear fuel cycle that are in service
or under construction. They can also be used to fund the decommissioning of nuclear
installations.

In 2014, no decisions were taken and no disbursements were made.

3.3. European Investment Bank loans

The European Investment Bank (EIB) traditionally undertakes operations outside the EU
in support of EU external policies based on Parliament and Council decisions granting an
EU guarantee to the EIB against losses for projects carried out in certain non-member
countries. The EU guarantee covers outstanding EIB loans under successive mandates.
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The existing EU guarantee for EIB external financing for the period 2007-2013 (‘the
2007-2013 external mandate’) was extended until 30 June 2014 as no decision on
a new EU guarantee for the EIB had been adopted by the Council and the European
Parliament by 31 December 2013.

The new decision granting an EU guarantee for EIB operations outside the EU for the
period 2014-2020 was adopted in April 2014. It establishes that the maximum ceil-
ing of the EU guarantee should be broken down into a fixed ceiling of a maximum of
EUR 27 000 million and an optional additional amount of EUR 3 000 million. Activa-
tion, in whole or in part, of the optional additional amount will be decided in accord-
ance with the ordinary legislative procedure on the basis of the mid-term review of the
implementation of the decision by the EIB and with developments in EIB operations.
Coupled with this, a new guarantee agreement was signed on 22 July 2014 as re-
quired by Article 14 of the decision.

The overall and regional ceilings of the two mandates are detailed in the table below.

Mandate 2007-2013 Financing ceiling Total outstanding of EIB loans financing made
(million EUR) available minus cancellations
(million EUR)
Pre-accession countries 9048 5941
Neighbourhood and partnership countries: 13548 5849
Mediterranean 9700 4669
Eastern Europe, Southern Caucasus and Russia 3848 1180
Asia and Latin America 3952 2720
Asia 1040 21
Latin America 2912 1771
Republic of South Africa 936 528
(limate Change 2000 474
Total 294384 14984
Mandate 2014-2020: Financing ceiling Total outstanding of EIB loans financing made
(million EUR) available minus cancellations
(million EUR)
Pre-accession countries 8739 8
Neighbourhood and partnership countries: 14437 0
Mediterranean 9606
Eastern Eurape, Southern Caucasus and Russia 4831
Asia and Latin America 3407 0
Asia 936
Latin America 2289
Central Asia 182
Republic of South Africa 416 0
Total 27000 8

For both mandates, the EU budget guarantee covers 65 % of the aggregate amount of
credits disbursed, minus amounts reimbursed, plus all amounts relating to the general
mandate.

Therefore, the EU guarantee under the 2007-2013 and 2014-2020 mandates is re-
stricted to EUR 9 745 million (65 % of EUR 14 992 million).
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Glossary

ABAC

Accounting

Agencies

Annuality

Appropriations

Budget

Budgetary authority
Cancellation of appropriations

Capping (of the VAT resource)

Carryover of appropriations

Ceiling

Common Customs Tariff

Earmarked revenue

Ecofin

This is the name given to the Commission’s accounting system, which since 2005 has been based on accrual
accounting rules. The Commission produces accrual-based accounts which recognises revenue when earned, rather
than when collected. Expenses are recognised when incurred rather then when paid. This contrasts with cash basis
accounting that recognises transactions and other events only when cash is received or paid.

The act of recording and reporting financial transactions, including the origination of the transaction, its recognition,
processing, and summarisation in the financial statements.

EU bodies having a distinct legal personality, and to whom budget implementing powers may be delegated under
strict conditions. They are subject to a distinct discharge from the discharge authority.

The budgetary principle according to which expenditure and revenue is programmed and authorised for 1 year,
starting on 1 January and ending on 31 December.

Budget funding. The budget forecasts both commitments (legal pledges to provide finance, provided that certain
conditions are fulfilled) and payments (cash or bank transfers to the beneficiaries). Appropriations for commitments
and payments often differ — differentiated appropriations — because multiannual programmes and projects are
usually committed in the year they are decided and are paid over the years as the implementation of the programme
and project progresses. Thus, if the EU budget increases, due to enlargement for example, commitments will increase
before payments do. Not all projects and programmes are concluded, and appropriations for payments are therefore
lower than for commitments. Non-differentiated appropriations apply for administrative expenditure, for agricultural
market support and direct payments.

Annual financial plan, drawn up according to budgetary principles, that provides forecasts and authorises, for each
financial year, an estimate of future costs and revenue and expenditures and their detailed description and justification,
the latter included in budgetary remarks. Amending budget: an instrument adopted during the budget year to amend
aspects of the adopted budget of that year.

Institutions with decisional powers on budgetary matters: the European Parliament and the Council of Ministers
Appropriations cancelled may no longer be used in a given budget year.

The maximum VAT base to be taken into account in calculating the rate of call is set at 50 % of each Member State’s
GNI (‘capping of the VAT resource’). For the period 2014—2020 a new Council Regulation was adopted and is currently
in the process of ratification in the EU MS (ORD 2014). Once ratified by all Member States, it will enter into force with
retroactive effect back to 1 January 2014.The rate of call of the VAT resource will be set at 0.15 % for Germany, the
Netherlands and Sweden as from 1 January 2014. Collection costs for TOR revenue (Traditional Own Resources) will
decrease from 25 % t0 20 %.

Exception to the principle of annuality in so far as appropriations that could not be used in a given budget year may,
under very strict conditions, be exceptionally carried over for use during the following year.

Limits of expenditure or revenue fixed by law or by agreement, such as in the own resources decision or in the
multiannual financial framework. The latter defines an annual ceiling for each expenditure heading in commitment
appropriations and an annual global ceiling for payment appropriations.

The external tariff applied to products imported into the Union.

Revenue earmarked for a specific purpose, such as income from foundations, subsidies, gifts and bequests, including
the earmarked revenue specific to each institution (Article 21 of the financial requlation).

The Economic and Financial Affairs Council is, together with the Agriculture Council and the General Affairs Council,
one of the oldest configurations of the Council. It is commonly known as the Ecofin Council, or simply‘Ecofin’and is
composed of the economics and finance ministers of the Member States, as well as budget ministers when budgetary
issues are discussed. It meets once a month.
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ECU

EU-6, EU-9, EU-12, EU-15,
EU-25, EU-27, EU-28

Evaluations

Exchange difference

Expenditure allocated

Financial regulation

Grants

Gross domestic product (GDP) at
market prices

Gross national income (GNI)

Headings

Impact assessment
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European Currency Unit, a currency medium and unit of account created to act as the reserve asset and accounting unit
of the European Monetary System, replaced by the euro. The value of the ECU was calculated as a weighted average of
a basket of specified amounts of European Union (EU) currencies.

EU-28 means the EU as constituted in 2013: Belgium (BE), Bulgaria (BG), Czech Republic (CZ), Denmark (DK), Germany
(DE), Estonia (EE), Ireland (IE), Greece (EL), Spain (ES), France (FR), Croatia (HR), Italy (IT), Cyprus (CY), Latvia (LV),
Lithuania (LT), Luxembourg (LU), Hungary (HU), Malta (MT), Netherlands (NL), Austria (AT), Poland (PL), Portugal
(PT), Romania (RO), Slovenia (S1), Slovakia (SK), Finland (FI), Sweden (SE), United Kingdom (UK)

EU-27 means the EU as constituted in 2007: BE, BG, (Z, DK, DE, EE, IE, EL, ES, FR, IT, CY, LV, LT, LU, HU, MT, NL, AT, PL, PT,
RO, SI, SK, FI, SE, UK.

EU-25 means the EU as constituted in 2004: BE, CZ, DK, DE, EE, IE, EL, ES, FR, IT, CY, LV, LT, LU, HU, MT, NL, AT, PL, PT, I,
SK, FI, SE, UK.

EU-15 means the EU as constituted in 1995: BE, DK, DE, IE, EL, ES, FR, IT, LU, NL, AT, PT, FI, SE, UK.

EU-12 means the EU as constituted in 1986: BE, DK, DE, IE, EL, ES, FR, IT, LU, NL, PT, UK.

EU-10 means the EU as constituted in 1981: BE, DK, DE, IE, EL, FR, IT, LU, NL, UK.

EU-9 means the EU as constituted in 1973: BE, DK, DE, IE, FR, IT, LU, NL, UK.

EU-6 means the EU as constituted in 1957: BE, DE, FR, IT, LU, NL.

Tools to provide a reliable and objective assessment of how efficient and effective interventions have been or are
expected to be (in the case of ex ante evaluation). Commission services assess to what extent they have reached their
policy objectives, and how they could improve their performance in the future.

The difference resulting from the exchange rates applied to the transactions concerning countries outside the euro area
EU expenditure that it is possible to allocate to individual Member States. Non-allocated expenditure concerns notably
expenditure paid to beneficiaries in third countries. Allocation of expenditure by country is necessary in order to

calculate budgetary balances.

Adopted through the ordinary legislative procedure after consulting the Furopean Court of Auditors, this requlation lays
down the rules for the establishment and implementation of the general budget of the European Union.

Direct financial contributions, by way of donation, from the budget in order to finance either an action intended to help
achieve an objective part of a EU policy or the functioning of a body which pursues an aim of general European interest
or has an objective forming part of an EU policy.

Final result of the production activity of resident producer units. It corresponds to the economy’s total output of goods
and services, less intermediate consumption, plus taxes less subsidies on products.

At market prices represents total primary income receivable by resident institutional units: compensation of employees,
taxes on production and imports less subsidies, property income (receivable less payable), operating surplus and mixed
income.

Gross national income equals gross domestic product (GDP) (see above) minus primary income payable by resident units
to non-resident units plus primary income receivable by resident units from the rest of the world.

GNI'has widely replaced gross national product (GNP) as an indicator of income. In the area of the EU budget this change
took effect as from the year 2002. In order to maintain unchanged the cash value of the ceiling of EU revenue, referred to

as the‘own resources ceiling; the ceiling had to be recalculated in percentage terms. It is now established at 1.23 % of GNI
instead of the previous 1.27 % of EU GNP

In the multiannual financial framework or financial perspective are groups of EU activities in broad categories of
expenditure.

A tool to analyse the potential benefits and costs of different policy options to tackle a particular problem.
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(IIA) on budgetary discipline and sound financial management: the Il is adopted by common agreement of the Furopean
Parliament, the Council and the Commission and contains the table of the financial framework, as well as the rules to
implementit. As Treaty rules concerning the EU budget haven't been modified since 1975 until the Lisbon Treaty entered into
force on 1 December 2009, the IIA has allowed for the necessary changes and improvements of the cooperation between
institutions on budgetary matters (0J C 139 of 14.6.2006). The introduction of the multiannual financial framework into the
Treaty via the Lisbon Treaty, and its link to the annual budgetary procedure, led among others to proposals for an adaptation
of the Interinstitutional Agreement. Corresponding proposals were made by the Commission on 29 June 2011.

The legal base or basis is, as a general rule, a law based on an article in the Treaty giving competence to the
Community for a specific policy area and setting out the conditions for fulfilling that competence including budget
implementation. Certain Treaty articles authorise the Commission to undertake certain actions, which imply spending,
without there being a further legal act.

The situation where there is no tendency for change. The economy can be in equilibrium at any level of economic
activity.

Form of financial support to neighbouring regions, which is mobilised on a case-by-case basis with a view to helping
the beneficiary countries in dealing with serious but generally short-term balance-of-payments or budget difficulties.
It takes the form of medium-/long-term loans or grants (or an appropriate combination thereof) and generally
complements financing provided in the context of an International Monetary Fund’s reform programme.

The difference between what a country receives from and pays into the EU budget. There are many possible methods
of calculating budgetary balances. In its Financial report, the Commission uses a method based on the same principles
as the calculation of the correction of budgetary imbalances granted to the United Kingdom (the UK correction). It is,
however, important to point out that constructing estimates of budgetary balances is merely an accounting exercise
of the purely financial costs and benefits that each Member State derives from the Union and it gives no indication

of many of the other benefits gained from EU policies such as those relating to the internal market and economic
integration, not to mention political stability and security.

Any of the three possible outcomes of the budget resulting from the difference between revenue and expenditure: a
positive difference (surplus), a negative difference (deficit) and no difference (i.e. zero, or perfect balance between
revenue and expenditure).

The revenue flowing automatically to the European Union budget, pursuant to the Treaties and implementing
legislation, without the need for any subsequent decision by national authorities.

In this financial report the term ‘reprogramming’has the following meaning: when the state of implementation in the
expenditure areas of Structural Funds, the Cohesion Fund, the European Agricultural Fund for Rural Development and
the European Fund for Fisheries suggests the need for reprogramming, the European Parliament and the Council will
take decisions on Commission proposals concerning the transfer of part of unused allocations during the first year of
the multiannual financial framework onto following years (see point 48 of the IIA).

Term used to describe income from all sources that finances the budget. Almost all revenue into the EU budget is in
the form of own resources, of three kinds: traditional own resources — duties that are charged on imports of products
originating from a non-EU state; the resource based on value added tax (VAT); and the resource based on GNI. The
budget also receives other revenue, such as income from third countries for participating in EU programmes, the
unused balance from the previous year, taxes paid by EU staff, competition fines, interest on late payments, and so on.

These lay down detailed rules for the implementation of the financial requlation. They are set out in a Commission
requlation adopted after consulting all institutions and cannot alter the financial requlation upon which they depend.

Positive difference between revenue and expenditure (see outturn) which has to be returned to the Member States.

Unit of account, also known as European Unit of Account (EUA), a book-keeping device for recording the relative value
of payments into and from EC accounts, replaced by the European currency unit (ECU) which has been replaced by the
euro.

At the Fontainebleau European Council in France on 25 and 26 June 1984, the then 10 Member States (Germany,
Belgium, Denmark, France, Greece, Ireland, Italy, Luxembourg, the Netherlands and the UK) agreed on the rebate to be
granted to the UK to reduce its contribution to the EU budget.

An indirect tax, expressed as a percentage applied to the selling price of most goods and services. At each stage of the
commercial chain, the seller charges VAT on sales but owes the administration this amount of tax minus the VAT paid on
purchases made in the course of business. This process continues until the final consumer, who pays VAT on the whole
value of what is purchased. VAT is broadly harmonised in the European Union but Member States may fix their own rates
of tax, within parameters set at EU level, and also enjoy a limited option to tax or not to tax certain goods and services.
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