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EXPLANATORY MEMORANDUM

1 CONTEXT OF THE PROPOSAL

The present proposal takes into account recen t legislative and polit ical developm ents
regarding the Financial Regulation (hereinafter FR").

(1)  For the sake of legal clarity and in order to facilitate the negotiations of the European
Parliament and the Council (hereinafter "the  legislative authority"), it m erges and
replaces two earlier Co mmission proposals on the revision of the FR in a single text
and under a standard legislative form  at (no recast). These two earlier proposals
concerned on the one hand, the triennial revision of the Financial Regulation
(COM(2010)260 final), which notab ly addressed the genuine necessity of revisiting
budget delivery mechanisms in the current ec onomic context and in view of the future
policy challenges; and, on the other hand, the revision of the FR to align it with the
Lisbon Treaty (COM(2010)71 final), includin g the obligations of Mem ber States
concerning internal control and audit and th  eir resulting responsib ilities in shared
management. Therefore, these two earli  er proposals (C  OM(2010)260 final) and
(COM(2010)71 final) are withdrawn.

(2)  Additionally, it also inc orporates th e change s to the FR due to the adoption of  the
Regulation No 1081/2010 regarding the creati  on of the European External Action
Service (hereinafter the 'EEAS').

1.1. PROCEDURE

Since the entry into force of the Lisbon Treaty, the FR is to be revised in accordance with the
ordinary legislative procedure foreseen in Artic le 322 TFEU. In order to allow the legislative
authority to have a global view of the proposed m odifications, the Implementing Rules of the
Financial Regulation (hereinafter IR °) are presented, in a Comm ission Staff working
document, together with the FR in a single p ackage. The Implementing Rules, which contain
more detailed provisions complementing the FR, will be adopted under the delegated powers
of the Commission according to Article 290 TFEU.

The present proposal does not contain any change of substance compared to the two earlier
proposals m entioned in point 1 above. As a consequence, the working docum ent of the

Commission services concerning the Im plementing Rules to the FR (SE C(2010)), which has
been put forward by the Comm ission together with the trienni al revision, rem ains entirely
valid.

: Council Regulation No1605/2002 of 26.06.2002.
2 European Parliament and Council Regulation No 1081/2010 of 24.11.2010
} Commission Regulation N° 2342/2002 of 23 December 2002.
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1.2. CALENDAR

It should be recalled that the present revision of the FR occurs while p reparation for the post-
2013 programmes is also under way. It should theref ore be considered in this wider context.
For this reason, it is important  that all the actors concerned in  the legislative process, in
particular the European Parliam ent and the Coun cil, maintain an am bitious timetable for the
present revision and on the need to ensure coherence b etween the financial rules enshrined in
the FR and on the content of sector-specific legal bases. For this to be effective, they should
aim at an agreement on the package (Financial Regulation and Implementing Rules) so that it
could enter into application on 1.1.2012, which is a very a mbitious tim etable given the
inherent constraints of the ordinary legislative procedure.

2. OBJECTIVE OF THE PROPOSAL

Budget is one of the key instrum ents to deliv er EU policies. In 2011 more than EUR 126
billion is planned for allocation to EU policie s benefitting the Union and its citizens. In the
current eco nomic context it is ev en m ore im portant tha t the de livery m echanisms of the
budget operate in the most effici ent way and facilitate the im plementation of E U policies,
while securing sound treatm ent of European taxpa yers' money. In particul ar, it is important
that these mechanisms are simple and transparent (especially to final recipients of EU funds ),
provide th e possibility for leverage of non-EU budget resources and at the sam e ti me
strengthen the Commission's accountability for implementation of the budget as set in Article
317 TFEU

The FR contains all the principles and rules which govern the implementation of the budget. It
has a horizontal character, being applicable to all areas of expenditure and all revenue.

2.1. BASISFOR UNDERTAKING THE PRESENT REVISION

The FR sho uld only contain the fundam ental principles (FR, Title II) and the bas ic
rules of budgetary and f inancial management, leaving the details to be specified in
the IR and soft law such as internal guidelines. These principles must be respected in
all legislative acts* and by all institutions; they should be kept stable and derogations
to them limited to a strict minimum.

In terms of content, the key elements of the financial reforms should be preserved, in
particular: the role of financial ac tors, the im portance of the financing decision
adopted by the College for operational expendit ure, the integration of controls with
operational services, the internal aud it function, activity-based budgeting, and
modernisation of accounting principles an  d basic rules applicable to grants.
Procurement rules should be preserved in line with the procurement Directives.

Moreover, it should be borne in mind that  not all problem s en countered with the
application of the rules require modifications of the FR. In the vast majority of cases,
the difficulties raised during the public ¢ onsultation do not find their source in the
Financial Regulation or could be s olved by interpre tation of the rules. Difficulties

4 Article 2 FR.
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2.2.

also s tem from sector-based regulations , whose lev el of deta il and com plexity
increase significantly the risk of error or misinterpretation.

In term s of m ethod, any m odification of substance has been assessed against the
following benchmarks:

reduce the adm inistrative burden for benefi ciaries, contractors and im plementing
partners;

— facilitate, whenever possible, the leveraging of budget appropriations;

— facilitate the Commissi on’s obligation under Article 317 of the Treat y to implement
the budget and ac complish the policy obj ectives by i mproving delivery instruments
and simplifying the rules and procedures;

— ensure sound financial m anagement and protect the financial interests of the Union
against fraud and other illegal activities”.

NEED FOR A REFORM

Reform is necessa ry with a vie w to adapting the f inancial rules to the new
requirements of budget im plementation (co-fi nancing with other donors, specifi ¢
financial instrum ents, PPPs) or wh ere the basic principles cr eate disproportionate
workload (interests on pre- financing) or m ay unduly im pede efficiency (prohibition
of budget implem entation through private sect or bodies). The award of s mall grants
and contracts also needs to be facilitated.

Furthermore, the new procedure applicable to the IR, as set out in the Lisbon Treaty,

should lead to a new articulation between the FR and the IR, im posing a com plete
review of the whole se t of financial rules. In this regard, some IR provisions which

currently define exceptions or derogations to FR provisions should be introduced in

the FR itself, while the IR should be lim ited to technical details and implem enting
modalities’.

In this context, the Commission has based its proposal on the following objectives:

¢ to introduce more flexibility in the application of budget ary principles, which should
better s uit o perational n eeds and a lleviate unnecessary adm inistrative burden for
recipients of Union funds;

e to streamline relations with implementing partners to which the Commission entrusts
the m anagement of programmes or part of progra mming actions (projects), i n
particular taking a ccount of the nature of the im plementing partner (Member States,
agencies, EIB, pub lic an d priv ate o perators, etc.) and the financ ial r isks en tailed
(proportionality);

Article 310 (6) TFEU.

Article 290 TFEU foresees that the Europ ean Parliament and the Council may entrust delegated powers to
the C ommission only " [...]t o supp lement or am end cer tain non-essential elem ents of th e [con cerned]
legislative act", i.e. the FR.
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2.3.

3.

e to shift the regime of grants from a r eal-cost based m anagement (inputs) towards a
performance-based scheme (outputs), in order to better target policy objectives and
achieve significant simplification of procedural and documentary requirements for the
benefit of beneficiaries, and facilitate the use of lump sums;

e to ensure sound financial m anagement while leaving significant room for manoeuvre
for Aut horising Offi cers sot hatt hey ca n ad apt th e m eans to their op erational
constraints and the financial risks they are faced with;

e to modernise the system of risk m anagement and control m easures so as to m ake
them more proportional to the probability of errors and to the cost involved.

ALIGNMENT WITH THE LISBON TREATY

For the first tim e in decades, the Lisbon Treaty (Treaty on the Functio ning of the
European Union - TFEU), which entered into force on Decem ber 1, 2009, foresees
important changes concerning budgetary and financial issues. These changes should
be translated in the Financial Regulation and concern in particular:

- the introduction of the multiannual financial framework in the Treaty, and its link to
annual budgetary procedure: in this regard, as a conseque nce of the introduction of
the m ultiannual f inancial f ramework inth e TFEU, som e provisions of the
Interinstitutional Agreem ent (IIA) on budgetary discipline and sou nd financial
management should be introduced in the Financial Regulation;

- the new annual budgetary procedure and th e abolition of the distinction between
compulsory and non-com pulsory expenditure, which have an impact on the
provisions relating to transfers and the provisional twelfths;

- the new p rovisions introduced in Article 317 TFEU concerni ng the control and
audit obligations of the Member States in the implementation of the budget, together
with Point 44 of the Inte rinstitutional Agreement (IIA) on budgetary discipline and
sound financial management (See point 4.3.1. for more details).

The present proposal also allows for the st reamlining of the Fina ncial Regulation in
line with th e Lisbon Treaty, through both techni cal adaptations and the deletion of
obsolete provisions.

RESULTSOF CONSULTATIONSWITH THE INTERESTED PARTIES

The proposal builds on the results of th e public consultation of 19 October 2009 7, which
resulted in 235 contributions of all type of stakeholders implementing or receiving Union
funds such as citizens, public and private opera tors or regional and national adm inistrations.
In particular, its aim s at addressing the m ajor concern expressed in this public consultation,
i.e. the excessive administrative burden imposed on recipients of Union funds.

"h

ttp://ec.europa.eu/budget/library/consultations/FRconsult2009/draft_report_en.pdf
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The Commission has f urthermore built on th e experience of its operational se rvices, which

have been involved in a wide internal cons ultation, and lessons learned from previous
revisions.
4. DETAILED CONTENT OF THE PROPOSAL

The present revision has three main objectives.

41. SIMPLIFICATION

In order to simplify grant procedures and to shift towards a more result-oriented approach, the
Commission proposes to facilitate the use of lump sumsand other instruments allowing the
Commission to reasonably assess and fix ~ ex ante the amount necessary for achieving a
project. In future, grant would, to a larger exte nt, be paid on the basis of sucha n ex ante
assessment, upon evidence that the project is achieved.

Furthermore, the Commission proposes to revise rules requiring interest on pre-financing. The
current FR im poses disproportionate adm inistrative burden on grant  beneficiaries when
obliging them to open a separate bank account so as to able to reimburse interest on generated
on the funds received. In pr actise, the am ounts concerne d are often very low. The
Commission proposes to reverse the current approach: as a principle, interest on pre-financing
would not be due to the Union unless, the grant agr eement, for reasons of proportionality (ex:
very large sum s involved) and s ound financial m anagement, foresees that interest has to be
invested in the project or recovered.

Regarding procurement rules the provisions related to bank guarantees to be provided by
the contractor and the procedures for the awar  d of s mall contracts are m odified so as to
achieve simplification.

4.2. OBTAIN MORE RESULTSWITH LIMITED RESOURCES (LEVERAGING)

The Commission sees the need to increase the leverage of Union funds against the
background of two political developm  ents: the Political Guidelines that Commission
President Barroso adopted in 2009 for his second m andate, which proposed to m aximise
investment and devise innovative financial instruments, and the budgetary constraints both at
national an d Union levels, which will im pact the negotiations on the future Multiannual
financial framework (post 2013).

A number of instruments are proposed to leverage Union funds, including:

— The pooling of funds in external relations: together with the re vised rules on external
assigned revenue, the creation of EU Trust fundswill allow poolin g of funds from
multiple sources (Member States, Union Budget, third countries);

— Synergy with EIB own funds: the proposal seeks to foster a system atic use of m ixed
Instruments (EU funds/EIB funds for risk ~ capital, guarantee funds , long term s loans),
which take into account the 'privileged partner' status of the EIB under the EU Treaty, and
its contribution to the reinforcement of the internal market;
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— Synergy with private funds and public-private partnerships (PPPs): the Commis sion
proposes to facilitate the creation of PPPs , either viaasim  ple delegation of the
Commission to a private entity that has successfully passed an ex ante check (capac ity to
manage public funds in accordan ce with standards of sound financial m anagement), or via
a basic act entrusting a EU public body with th e implementation of a PPP, within a "light"
framework regulation;

— Leveraging effect of prizes in the R&D sector: learn ing from successful ex perience
abroad, the Commission proposes to clarify rule s for the award prizes which could, in the
future, be more extensively used to induce private R&D investments into R&D.

4.3. INCREASE ACCOUNTABILITY: RESPONSIBILITIES OF IMPLEMENTING PARTNERS AND
'"TOLERABLE RISK OF ERROR'

4.3.1. Reshaping the various methods of implementation

The proposal seeks to sim  plify the different m ethods of i mplementation (centralised
direct/indirect, shared, d ecentralised and joint management), to render the rules applicable to
the different methods more coherent and to strengthen the accountability of the im plementing
partners so as to support the Commission in discharging its responsibility under the Treaty.

The Commission proposes a set of common principles that shall apply in all cases of indirect
managed, i.e. whenever the Comm ission entrusts third parties with the implem entation of the
Union budget. These principles (which may be complemented by sector specific-rules) are:

— Ex ante verification of the capacity to manage EU funds, taking due account of the specific
risks of the actions concerned (flexibility and proportionality);

— Management, control and audit obligations (sound financial management);

— A single ch ain of acco untability, e stablished notably throu gh the ann ual m anagement
declarations of assurance to be signed by the C ommission implem enting partners and a
regular clearance of the accounts.

Member States are th e most im portant partner of the Comm ission and have a crucial ro le to
play in the im plementation of the budget (Art icle 317(5) T FEU). The current FR and the
Commission proposal take this in to account by providing for specific rules, reflecting the
common principles mentioned.

The proposal for shared management builds on what already exists and has proved to function
well in the area of shared management. On the basis of Article 317 TFEU, requiring the FR to
lay down the control and audit obl igations of the Member States in the implementation of the
budget and the resulting responsibilities, the proposal defines the key functions which
management and control system s under shared m anagement have to perfor m. The Mem ber
States have considerable flexibility in arranging their existing administrative structures around
these functions.

4.3.2. Introducing the concept of Tolerable Risk of Error (TRE)

Until now the benchm ark for measuring how the Comm ission has managed risk has been the
standard 2% m ateriality leve | applied by the C ourt of Auditors ac ross the whole budget,
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irrespective of the risks and the cost of controls entailed in each policy area. In order to allow
a m ore adequate yardstick for measuring the Comm ission's m anagement of risk, the

Commission proposes that a TRE is decided by the Council and th e European Parliament for
each policy area following a Commission proposal assessing the cost and benefits of controls.

A TRE defined for each policy area would therefor e be a useful tool at the disposal of the
Commission, to be used ex-ante, in order to  adjust the way it m anages programmes taking
into account the risks involved. It does not interfere with cont rol arrangements or corrective
measures which are applied where errors are detected. Furthermore, the TRE would not entail
differentiated levels of tolerable error between Member States bu t would be app licable to a
policy area at Union level.
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2010/0395 (COD)

Proposal for a

REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

on thefinancial rules applicable to the annual budget of the Union

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the T reaty on the Functioning of the European Union, and in particular
Article 322 thereof, in conjunction with the Tr eaty establishing the European Atom ic Energy
Community, and in particular Article 106a thereof,

Having regard to the proposal from the European Commission®,

Having regard to the opinion of the Court of Auditors’,

After transmission of the draft legislative act to the national Parliaments,

Acting in accordance with the ordinary legislative procedure,

Whereas:

(1

2

Council Regulation (E C, Euratom) No 1605/2002 of 25 June 2002 on the Financial
Regulation applicable to the genera 1 budget of the European Communities '° has been
substantially am ended several tim es. Since further am endments are to be m  ade,
including changes to take account of a mendments introduced by the Treaty of Lisbon,
the Regulation (EC, Euratom) No 1605/2002 should be replaced by this Regulation, in
the interests of clarity.

Regulation (EC, Euratom ) No 1605/2002 la id down the budgetary principles and
financial ru les to be r espected in all legislative acts an d by all in stitutions. The
fundamental principles, the concept and the structure of that Re gulation and the basic
rules of budgetary and financial m anagement need to be maintained. D erogations to
those fundam ental principles should be revi ewed and sim plified as far as possible,
taking into account their continuing relevance, their added-value for the annual budget
of the Union (hereinafter the ' budget'), and the burden they im pose on stakeholders. It
is necessary to m aintain and str engthen the key elements of the financial reform: the
role of the f inancial ac tors, th e integrati on of controls in ope rational servic es, th e
internal aud itors, the Activ ity Based Budgeting, the m odernisation o f accountin g
principles and rules and the basic principles for grants.

807
°0J

XXX
C[...]
OJ L 248, 16.9.2002, p. 1.
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“4)

)

(6)

(7

®)

Due to th e specif ic n ature and tasks of  the European Central Bank, notably its
independence as regards the m anagement of its finances, it should be excluded from
the scope of this Regulation.

In the light of practical experience, rules should be included in this Regulation in order
to follow evolving requirem ents of budget im plementation such as co-financing with
other donors, to increase the efficiency of  external aid and to facilitate the use of
specific f inancial ins truments lik e those co ncluded with the European Investm ent
Bank or implementation through public and private partnerships.

Regulation (EC, Euratom) No 1605/2002 was confined to st ating the broad principles
and basic rules governing the whole budgetary sector covered by the Treaties, while
the im plementing p rovisions we re laid down in Commission Regulation (EC ,
Euratom) No 2342/2002 of 23 Decem ber 2002 laying do wn detailed rules for the
implementation of Council Regulation (EC, Euratom) No 1605/2002 on the Financial
Regulation applicable to the general budget of the European Communities'' in order to
produce a better hierarchy of rules and m ake Regulation (EC, Euratom) No 1605/2002
easier to read. Under the Treaty on the Functioning of the European Union (hereinafter
the ' TFEU') the Comm ission m ay receiv ¢ delegation to adopt acts of general
application to supplem ent or am endment certain non-essential elem ents of legislative
acts. As a consequence, som e provisions laid down in Regulation (EC, Euratom ) No
2342/2002, should be incorporated into this ~ Regulation. The detailed rules for the
application of this Regulation adopted by ~ the Comm ission should be confined to
technical details and implementing modalities.

Police and judicial coop eration in crim inal matters became an integral part of other
Union policies and internal actions. The specific financial provisions applicable to that
policy are thus no longer justified and s hould therefore not be included in this
Regulation.

Under the m  ultiannual financial fram  ework for 2007-2013, establish edb y
Interinstitutional Agreement of 17 May 2006 between the European P arliament, the
Council and the Commission on budgetary discipline and sound financial
management'?, the Guarantee Fund for external ac  tions is no longer subject to a
special regime. Payments to that Fund from the budget are now entered in a dedicated
budget line. The relevant specific financia 1 provisions are no longer n ecessary and
should therefore not be included in this Regulation.

The rules governing interest generated by pr e-financing should be simplified as they
generate excessive adm inistrative burden on both recipients of Union fundsa  nd
Commission services and create m isunderstandings between the Commission services
and operators and partners. For reasons of si mplification, in particular in respect of
grant beneficiaries, and in line with the principle of sound financial management, there
should no longer be an obligation to generate interest on pre-financing and to recover
such in terest. [However, it should be possible to in clude such obligation in a
delegation agreem ent in order to allow th e re-use of interests generated by pre-
financing for the programmes managed by some delegates, or its recovery.

OJ L 357,31.12.2002, p. 1.
0J C 139, 14.6.2006, p. 1.
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)

(10)

(In

(12)

(13)

(14)

(15)

Carry over rules for assigned revenue should ta ke into account the distinction between
external and internal assigned revenue. In order to respect the purpose assigned by the
donor, external assigned revenues should be carried over automatically and used until
all the operations relating to the programme or action to which it is assigned have been
carried out. Where the external assigned revenue is received during the last year of the
programme or action, it should also be possi  ble to use it in the first year of the
succeeding programm e or action. It should be  possible to carry over the internal
assigned revenue for one year only, unles s specified otherwise in the basic act
applicable or in duly justified circumstances.

As regards provisional twelft hs, the rules should be clarified for the situation where
the European Parliament decides to reduce the amount of the additional expenditure in
excess of the provisional twelfths adopted by Council in accordance with Article 315
of the TFEU.

The Treaty requires that the multiannual financial framework be laid down in the form
of a regulation. It is theref ore necessary to incorporate certain provisions from the
multiannual financial fram ework for 2007-2013 into this Regulation. In p articular, in
order to ensure budgetary disc ipline, it is necessary to establish a link between the
multiannual financial fram ework a nd the annual budgetary procedure. It is als 0
necessary to include provisions on commitment of the European Parliament and of the
Council to respect the allocations of commitment appropriations laid down in the basic
acts for structural operations, rural development and the European Fisheries Fund.

The derogation concerning assigned revenue sh ould be m odified to take into accoun t
the specificities of, on the one hand, in ternal assigned reve nue - arising from
appropriations authorised by the budgetary authority, and, on the other hand, external
assigned revenue - collected from and as  signed by various donors to a specific
programme or action. F urthermore, external donors should be allowed to co-finance
external actions, in particular hum anitarian actions, even in cases where the basic act
does not expressly provide for such co-financing. To facilitate the management of real
estate stock, the list of internal assigned revenue should include revenue from the sale
of buildings or assimilated operations.

As regards the presentation of assigned revenues in the draft budget, m ore
transparency should be introduced by provi ding that am ounts of assigned revenue are
to be included in the draft budget for the am ounts which are certain at the date of its
establishment.

As regards the principle of specification, a distinction is no longer m  ade between
compulsory and non-compulsory expenditure . Provisions concerni ng transfers should
therefore be adapted accordingly.

The rules governing transfers of appropriations should also be sim plified and clarified
on certain points because they have proved cumbersome or unclear in practice. It is
necessary to ensure better budget implem entation, especially in relation to paym ents
appropriations, assigned revenues and ad ministrative appropriations which are
common to several titles. To this purpos e, the typology of transfers should be
simplified and m ore flexibility should be allo wed in the adoption p rocedure of some
transfers. In particular, th e possibility for the Comm ission to decide on transfers of
unused budgetary appropriations in cases of international humanitarian disasters and

EN



EN

(16)

(17)

(18)

(19)

(20)

€2y

crisis has proved to be releva nt an d efficient. That poss ibility shou 1d therefore b e
extended to similar events occurring after 1st December. In those cases, for reasons of
transparency, the Commission should infor m immediately the budgetary authority of
its decision. The Commission should also de cide autonomously, within certain lim its,
on transfers from the emergency aid reserve.

Concerning provisions on propor tionality, the notion of tolerable risk of error should
be introduced as part of the risk asse  ssment m ade by the Authorising Officer. The
institutions should be able to m ove away from the general 2% m ateriality threshold
used by th e Court of Auditors to concl ude on the lega lity and reg ularity of the
underlying transactions. Tolerable risk levels constitute more appropriate basis for the
Discharge Authority to judge  the quality of the m anagement of risk by the
Commission. The European Parliam ent and the Council should th erefore determ ine
the level of tole rable risk of error p er policy area, taking into account the costs and
benefits of controls.

For the purposes of Article 316 of the TFEU , it should be provided that the European
Council and the Council share the same section in the budget.

The amended annual budgetary procedure under the TFEU should be reflected in this
Regulation.

With regard to the es tablishment of the budget, it is im portant to clearly define the
structure and the presenta tion of the draft budget drawn up by the Comm ission. The
content of the general introduction preced ing the draft budget should be describ ed
more precisely. It is als o necessary to include a provision on financial programm ing
for the years to com e as well as o n a possibility fora Co mmission to subm it any
working paper to support budget requests.

As regards the specific features of the Common Foreign and Security Policy, the forms
basic acts can take under the TFEU a  nd under Title V and VI of the Treaty on
European Union should be updated. In addition, the adoption procedure of preparatory
measures in the area of external action s  hould be adapted to the provisions of the
TFEU.

As regards m ethods of im plementation, which govern in particular the conditions of
externalisation of im plementing powers to th ird parties, th e rule s have becom e too
complex over the years and should be si mplified. At the sam e tim e, the initial
objective of externalisation, to ensure that whatever the method of im plementation,
expenditure should be implemented with a level of control and transparency equivalent
to that expected from the Commission serv ices, should be m aintained. Therefore, a
clear distinction should be m ade between situations where the budget is im plemented
directly, by the Commission or its executive agencies and situations where the budget
is implemented indirectly th rough third parties. This should allow establishm ent of a
common regime for indirect management with the possibility to adapt it in accordance
with sector-specific rules, in particular where the budget is implem ented indirectly by
Member States under shared m anagement. Such comm on re gime should include in
particular the basic principles to be resp ected by the Comm ission where it decides to
implement the budget indirectly and the basic principles to be respected by entrusted
parties. The Comm ission should be able to apply Union rules and procedures or to
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(22)

(23)

(24)

(25)

(26)

accept the application of the rules and procedures of the entrusted en tity, provided the
latter guarantees an equivalent protection of the financial interests of the Union.

Rules on ex ante asse ssment of entities, other than Mem ber States which are n ot
subject to ex-ante assessm ent, should be adap ted to ensure that a 1l entrusted entities
and persons provide a level of protection of the f inancial inte rests of the Union
equivalent to that required under this Regulat ion. As part of the supervision tasks of
the Commission, it is n ecessary to provide for a set of control and aud it obligations,
including clearance of accounts procedures for all budget management types.

In order to take account of operational n ~ eeds and to f acilitate im plementation by
potential beneficiaries ori ~ mplementing partners, requirem ents should remain
proportionate to the specific risks of the  action and its overall control environm ent.
The nature of the tasks and the m easures carried out by the Comm ission as part of the
supervision and support of the im  plementation of the action should be taken into
account when assessing the capac ity of the third party or en tity to comply with such
requirements. Furthermore, this Regul  ation should accommodate new financial
instruments such as financial instru ments and Public Private Partne rships in order to
improve budget and policy delivery.

The experience with P ublic Private Partne rships (PPPs) institu tionalised as Union
bodies under Article 185 of Regulation (E C, Euratom) No 1605/2002 dem onstrates
that further alternatives should be added in order to increas e the choice of instrum ents
to include bodies whose rules are m ore flexible and accessib le to the private partners
than those applicable to the Union institutions. Such alternatives should operate under
indirect management. An alternative shoul d be a body established by a basic act and
endowed with financial rules which should ta ke into account the principles necessary
to ensure sound financial m anagement of Union funds. These pr inciples should be
adopted in a delegated regulation and shoul d be based on those with which third
entities entrusted with budget implem entation tasks have to comply. Another
alternative should be the im plementation of PPPs by bodies governed by private law
of a Member State.

Basic control and audit obligation s of Mem ber States w here they implem ent t he
budget indirectly in shared m anagement, which currently exist only in sector-specific
Regulations, should be, for the purposes of Article 317 of the TFEU, introduced in this
Regulation. Therefore it is necessary to  include provisions, setting ou t a coherent
framework for all policy areas concerned, on a harmonised administrative structure at
national level, comm on m anagement and ¢ ontrol obligations for those structures,
annual management declaration of assuranc e with independent a udit opinion thereon
and an annual declaration by Me mber States by which they assum e the responsibility
for the m anagement of Union funds they  are entrusted with, financial clearance,
suspension and correction m  echanisms operated by the Co mmission. Detailed
provisions should remain in sector-specific Regulations.

With regard to the duties of the author ising officer by delegation, som e provisions
should be clarified, in particular concerning the internal control procedures that he puts
into place ex ante and ex post and his reporting duties. In th is respect, the content o f
his annual activity report shoul d be updated in line with  practice which consists in
including the required financial and m anagement inform ation to support his
declaration of assurance on the performance of his duties.
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(28)

(29)

(30)

€2))

(32)

(33)

The responsibilities of the Accounting Officer of the Com mission should be clarified,
in particular it should be specified that he is the only person who is entitled to define
the accounting rules and harm onised charts of accounts, while Accounting Officers of
all other institutions define accounting procedures applicable in their institutions.

In order to facilitate the implementation of certain programmes or actions entrusted to
financial institutions, the possibility to open fiduciary accounts should be introduced in
this Regulation. Such bank accounts should be o pened in the name or on behalf of the
Commission in the books of a financial in stitution. They should be m anaged by that
financial institution under the responsibility of the authorising officer and it should be
possible to open them in other currencies than euro.

Concerning revenue operations, it is necessary to stream line the rules on estimates of
receivable amounts in order to take into account budgetary needs. Registration should
be required when expectation of revenue has a certain degree of probability and can be
translated into figures with a reasona  ble degree of approxim ation. Sim plification
should be achieved by introducing som e s pecific provisions on procedures of
adjustment or cancellation of an estimate of amount receivable.

The rules on recovery should both be clarified and st  rengthened. In particular,
clarification is needed in order to  specify that the can cellation of an establish ed
amount receivable does not im  ply a waiver of a Union's established entitlem ent.
Moreover, in order to reinforce the safeguarding of the financial interests of the Union,
Union funds claimed for reimbursement should be treated by Mem ber States not less
favourably than claims of public companies on their territory.

Taking into account Comm ission Communication on the =~ management of fines
temporarily collected" , fines, penalties and sanctions and any incom e generated by
them should be recorded as budget revenue in the year fo llowing the exhaustion of all
remedies against the decisions im posing them. As an exception to this r ule, a portion
limited to 2% of the total am ounts of fines or penalties to be entered in the budget
should be withheld to supply the Fund created by that Communication.

As regards paym ents and in line with th e principle of sound financial m anagement,
clarification of the various types of pa  yments should be provided. Moreover, pre-
financing payments should be cleared regul arly by the r esponsible authorising officer
in accordan ce with the accounting rules defin ed by the Accounting Officer of the
Commission. To this effect, appropriate prov isions should be incl uded in contracts,
grant decis ions, grant agreem ents as well as in deleg ation agreem ents with th ird
parties.

Institutions should be allowe d to give their prior agreem ent in order to officially
accept the tran  smission of docum ents by electronic procedu re. Moreover, in
accordance with Comm ission decisions on electron ic and dig itised documents,
financial provisions on verifications applicable to commitments should be updated and
recognise explicitly the legal value of el  ectronic order form s and invoices for th e
registration of legal commitments.

13 CO
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(34)

(35)

(36)

(37)

(38)

The rules for exclusion should be improved in order to strengthen the protection of
financial interests of the Union. The refere nce to money laundering should be added,
as provided for in the Directive 2004/18/EC  of the European Parliam ent and of the
Council of 31 March 2004 on the coordination of procedures for the award of public
works contracts, public supply contra cts and public service contracts '*. Moreover,
situations of exclusion con cerning candidates or tendere rs convicted by a judgm ent
having the force of res judicata for an offence concerning their professional conduct,
or for fraud, corruption, i nvolvement in a crim inal organisation, money laundering or
similar cr iminal inf ringements detr imental to the f inancial inte rests o f the Union,
should be extended to persons having power s of representation, decision m aking or
control over these candidates and tenderers. However, for reasons of proportionality,
exclusion should not apply to candidates and tenderers who can demonstrate that they
have taken adequate m easures against the concerned persons having powers of
representation. Finally, in order to ensure the continuity of service of the institution,
derogation from the obligation of exclus ion based on the grounds of bankruptcy or
analogous situations, grave professional misconduct and non com pliance with social
obligations should be introduced in case of negotiated procedures where, for technical
or artistic reasons or for reasons con nected with the protection of exclusive rights, the
contract can be awarded only to a particular economic operator.

Although the European Central Bank (ECB) and the European Investment Bank (EIB)
have their own specific status within th e Union fram ework, the u se of their ow n
resources is of financial inte rest to the Union. T herefore, they should ha ve access to
the inf ormation con tained in the c¢ entral exc lusion databa se, which was crea ted to
protect the financial interests of the Uni on, and should take it into accou nt under their
responsibility for the aw ard of contracts under their procurem ent rules. The ECB and
the EIB should also communicate to the Commission inf ormation on tenderers which
are sub ject to a defin itive judgm ent for fraud or s  imilar crim inal infringem ents
detrimental to the financial interests of the Union.

Concerning adm inistrative and financial ~ penalties, a sound legal basis for the
publication of decisions applying such penalties should be introduced, in line with data
protection requirem ents. Such publication s hould rem ain faculta tive f or reasons of
data protection and legal security.

For reasons of legal clarity and simplification , the fram ework for the award an d
monitoring of Union grants should be revised, in particular the sp ecific provisions for
implementing the principles of transparency, equal treatment, co-financing, non-profit,
degressive award for operating grants, prohibition of retrospective awards and control.

For the purpose of the fr amework for the aw ard and monitoring of Union grants, and
in the light of practical e xperience, the lum p sums regime should be clarified (lum p
sums, standard scale of unit costs and flat rates) and clearly distinguished from any ex-
post verification of real costs. Control m  easures should be adjusted to this new
approach with the possibility to req uest operational audits and to extend findings to
non audited projects of sam e beneficiary where recurrent errors have been detected in
similar projects. Fina lly, the possib ility for a be neficiary to redistribute its gran t by
way of subsidies to third parties sh ould be extended under certain cond itions in order

OJ L 134, 30.4.2004, p. 114.
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(39)

(40)

(41)

(42)

(43)

(44)

(45)

to facilitate the correct implementation of programmes dedicated to numerous physical
persons who can only be reached through two levels of dispatch. This redistributio n
should be authorised as long as appropriate guarantees ar ¢ presented by the first rank
beneficiary and adequate clauses to lim it the margin of appreciation for the cho ice of
sub-beneficiaries and the amount of the award are introduced in the grant agreement.

As a new type of financial support, prizes  should be regulated separately from the
grant regim e with spec ific rules n ot conta ining any ref erence to p redictable cos ts.
Prizes should be part of the annual work programme and, a bove a certain threshold,

should be awarded by a beneficiary or by a ¢ ontractor after their award conditions and
criteria have been approved by the Commission.

Financial instruments are increasingly valuable to multiply the ef fect of Union funds
when those funds are pooled with others funds or include a leverage effect. Since such
financial instrum ents cannot be assim ilated to services or grants, a new type of
financial support should be established.

As regards the ru les on accounting and th e accounts, th e presentation of accounts
should be sim plified by providing that Union's ac counts comprise only the
consolidated financial statem ents and the aggregated budge tary accounts. It should
also be clarified that the consolidation pr ocess only concerns the institutions financed
by the budget, in order to take into account the specific independent status of the ECB.

In order to clearly separa te the duties and responsibil ities of the Comm ission's
Accounting officer from those of the accoun  ting officers of institutions or bodies
whose accounts are con solidated, it should be provided th at the report on budgetary
and financial management of the financial ye ar has to be prepared by each institution
or body and then sent to the budgetary auth  ority and the Court of Auditors by 31
March of the following financial year.

It is necessary to update th e Union rule s and principles on accounting in o rder to
ensure their coherence with the International Public Sector Accounting Standard rules.

The provisions concerning provisional a  nd final accounts should be updated, in
particular in order to prov ide for the reporting information that should accom pany the
accounts sent to the Commission's Accounting officer for the purpose of consolidation.
Reference should also be m  ade to th e representation letter accompanying the
transmission, by the institutions and bodies financed by the budget, to the Court of
Auditors of their final accounts, as well as  to the represen tation letter accom panying
the transmission of the Union's final consolidated accounts. Finally, an earlier deadline
should be set out for the Court of Auditors to make its observations on the provisional
accounts of institutions other than the Comm ssion and bodies financed by the budget
in order to allow them to draw up their fi nal accounts taking into account the rem arks
by the Court of Auditors remarks.

As regards the information which is to be submitted by the Commission in the context
of discharge, the Commission should notably subm it to the European Parliament and
to the Council an evaluation report on the Union' s finances based on the results
achieved, in accordance with Article 318 of the TFEU. Adequate pro  visions should
therefore be introduced in this Regulation for such report in rela tion to other existing
reporting requirements.
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(46)

(47)

(48)

(49)

(50)

(D

As regards the specific provi sions of this Regulation conc erning the structural funds,
cohesion funds, European fisheries fund, th e European A gricultural Fund for Rural
Development and funds in th e area of Freedom , Security and Justice managed under
shared management , the provision for repayment of payments on account and making
appropriations availab le again contained in the Commission decl aration annexed to
Council Regulation (E C) No 1260/1999 of 21 June 1999 laying down general
provisions on the S tructural Funds " should be retained. Moreover, by way of
derogation from the rule of carry over, it should be allowed to carry over comm itment
appropriations available at th e end of the financial year, arising from repayments of
payment on account, until the closure of the programme, and to use those commitment
appropriations when other commitment appropriations are no longer available.

Furthermore, clarification is needed for the participation of the Join t Research Centre
(JRC) in procurem ent and grant procedures when it ¢ arries out ac tivities financed in
whole or in part by the budget outside the budge t lines usually dedicated to the JRC in
the research funds. W hen participating in grant and public procurem ent procedures as
a third party, the JRC should be exem  pted from the application of the provisions
concerning exclusion criteria, adm inistrative and financial penalties, econom ic a nd
financial capacity and the lodging of guarantees . Moreover, it is necessary to take into
account the technical-scientific services provid ed by the JRC to other institu tions or
Commission services through internal adm inistrative arrangements, which fall outside
public procurem ent rules. Finally, in order to carry out th ese tasks ef fectively, that
revenue stemming from the activities linked  to those tasks should exceptionally be
considered external assigned revenue.

As regards the specific provisions relating to the implementation of external actions, it
is necessary to adapt them to the changes proposed for the methods of implementation.

In order to streng then the in ternational role of the Union in exte rnal ac tions a nd
development and to increase its visibility and efficiency, the Commission should be
authorised to create and m anage European trust funds for em ergency, post-emergency
or thematic actions. Although not integrated in the budget, those trust funds should be
managed in acco rdance with this Regulation to the exten t necessary fo r the security
and transparency of the use of Union f unds. For that purpose, the Comm ission should
chair the go verning board estab lished for each trust fund to ensure th e representation
of donors and to decide for th e use of the funds. Moreover , the accounting officer of
each trust fund should be the accounting officer of the Commission.

As regards entities entrusted under indire ct m anagement to im plement external
actions, the period for the conclusion of ¢ ontracts and grants by these entities should
be limited to three y ears following the signature of the dele gation agreement with the
Commission, unless specific exceptional and external circumstances prevail. However,
that dead line should not apply to multiannual programm es im plemented under the
structural funds procedures. Detailed rules for de-commitment of appropriations in the
case of those multiannual programmes should be laid down in sector-specific rules.

With regard to spec ific rules on p rocurement applic able to extern al action s, it is
necessary to allow third count ry nationals to participate in tender procedures, in the
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EN

case of im plementation of a programme wit hout a basic act and where duly justified
exceptional circumstances prevail.

As regards specific provisions for administrative appropriations, institutions should be
allowed to d evelop a lon g term real esta te policy and profit from lower interes t rates
thanks to the favourable credit rating of the Union on the financial market. To this end,
they should be authorised to raise loans outside the budget to acquire real estate assets.
This would provide the possibility to addr ess the com plexity of the current system ,
while saving costs and introducing more transparency.

As regards fram ework research programmes, in the light of practical ex perience, the
scope of the special selection procedure of natural persons as experts should be
clarified as their assis tance is required in the evaluation of project proposals, grant
applications, projects and tenders and for providing expert opinion and advice.

The Comm ission should be ¢ mpowered to ad opt delegated acts in accordance with
Article 290 of the Treaty in order to establish detailed rules for the application of this
Regulation, a framework financial regulation for the bodies set up under the TFEU and
the Euratom Treaty and a model financial regulation for Public-Private Partnerships in
order to lay down the necessary principles to ensure sound financial management.

The revision of this Regulation should be made only when necessary. Too frequent
revisions generate disproportionate cost of  adjusting adm inistrative structures and
procedures to the new rules. Furtherm ore, time may be too short to allow for valid
conclusion to be drawn from the application of the rules in force.

In order to ensure continuity in the implementation of the current pro grammes, the
provisions concerning control and audit oblig  ations of Member States when they
implement the budget indirectly under shar ed management should apply only to the
next generation of sector-specific regulations,

EN



EN

HAVE ADOPTED THIS REGULATION:
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PART ONE
COMMON PROVISIONS
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TITLEI
SUBJECT MATTER AND SCOPE

Article 1
Subject matter

This Regula tion lays do wn the rule s for the establishment and the im plementation of the
annual budget of the Union, (hereinafter the ' budget') and the presentation and auditing of the
accounts.

Article 2
Scope

Any provision concerning the im plementation of the revenue and expenditure of the budget,
contained in another legislative act, must comply with the budgetary principles set out in Title
I1.

This Regulation shall apply to  the European Parliam ent, th e European Council and the
Council, the European Comm ission, the Court of Justice of the European Union and the
European Court of Auditors, the Eur opean Economic and Social Committee, the Committee
of the Regions, the European Om budsman, the European Data Protection Supervisor and the
European External Action Service (hereinafter referred to as 'institution(s)").

This Regulation shall not apply to the European Central Bank.

This Regulation shall a pply to the im plementation of adm inistrative expenditure relating to
the appropriations provided in the budget for the Euratom Supply Agency.
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TITLEII
BUDGETARY PRINCIPLES

Article 3
Budgetary principles

The budget shall be established and im plemented in compliance with the principles of unity,
budgetary accuracy, annuality, equilibrium, unit of account, universality, specification, sound
financial management which requires effective and efficient internal control, and transparency
as set out in this Regulation.

CHAPTER 1
PRINCIPLES OF UNITY AND OF BUDGET ACCURACY

Article4
Definition of the budget

1. The budget is th e instrument which, for each fi nancial y ear, forecasts and autho rises all
revenue an d expenditu re cons idered neces sary for the Union and the European Atom ic
Energy Community.

2. The revenue and expenditure of the Union shall comprise:

(a) the revenue and expenditure of the Union, including administrative expenditure
occasioned for the institutions by the  provisions of the Treaty on Eu ropean
Union relating to the common foreign and security policy, and the operational
expenditure occasioned by i mplementation of those provis ions where this is
charged to the budget;

(b) the expenditure and revenue of the European Atomic Energy Community.
Article 5
Rules governing the principles of unity and budgetary accuracy

1. Subject to Article 80, no revenue shall be  collected and no expenditure effected unless
booked to a line in the budget.

2. No expenditure may be committed or authorised in excess of the authorised appropriations.

3. An appropriation m ay not be entered in the budget if it is not for an item of expenditure
considered necessary.

4. Interest yielded by the funds which are the pr operty of the Union shall not be due to the
Union save otherwise provided for in the agre ements concluded with the entrus ted entities
listed in po ints ( ii) to (viii) of Artic le 55( 1)(b), and in grant decisions or agreem ents
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concluded with beneficiaries.  Inthose ¢ ases, such inte rest shall be re-used  forth e
corresponding programme or recovered.

CHAPTER 2
PRINCIPLE OF ANNUALITY

Article 6
Definition

The appropriations entered in the budget shall be authorised for one financial year which shall
run from 1 January to 31 December.

Article7
Type of appropriations

1. The budget shall contain differentiated appropri ations, which shall consist of comm itment
appropriations and payment appropriations, and non-differentiated appropriations.

2. Commitment appropriations shall cover the total cost of the legal commitments entered into
during the current financial year, subject to Article 83(2) and Article 180(2).

3. Paym ent appropriations shall cover paym ents m ade to honour the legal com  mitments
entered into in the current financial year and/or earlier financial years.

4. Paragraphs 1 and 2 s hall be without prejudice to the special provisions of Titles I, IV and
VI of Part Two. They shall not preven t appropriations being co mmitted globally no r
budgetary commitments being made in annual instalments.

Article 8
Accounting rules for the revenue and appropriations

1. The revenue of a financial year shall be entered in the accounts for the financial year on the
basis of the am ounts collected during the financ ial year. However, the own resources for the

month of January of the next financial year m ay be paid in advance pu rsuant to the Council
Regulation (EC, Euratom) No 1150/2000'° .

2. The entries in respec t of value added tax own resources, the addition al resource based on
gross national income and any financial contributions may be adjusted in accordance with the
Regulation referred to in paragraph 1.

3. The appropriations authorised for a given fi ~ nancial year m ay be us ed sole ly to cover
expenditure comm itted and paid in that fina ncial y ear an d to cover am ounts due agains t
commitments from earlier financial years.

16 JO L 130, 31.5.2000, p. 1.
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4. Comm itments shall be entered in the acc  ounts on the basis of the legal commit  ments
entered into up to 31 Decem ber, subject to th e global comm itments referred to in Article
83(2) and the agreem ents referred to in Arti cle 180(2) and concluded with third countries,
which shall be entered in the accounts on th e basis of the budget comm itments up to 31
December.

5. Payments shall be entered in the accounts for a financial year on the basis of the paym ents
effected by the accounting officer by 31 December of that year at the latest.

6. By way of derogation from  paragraphs 3, 4 and 5, the expenditure of the European
Agricultural Guarantee Fund shall be entere  d in the accounts for a financial year in
accordance with the rules laid down in Title I of Part Two.

Article9
Cancellation and carry over of appropriations

1. Appropriations which have not been used at  the end of the financial year for which they
were entered shall be cancelled.

However, they may be carried over to the fo llowing financial year onl y, by a decision taken
by the institution concerned by 15 February at the latest, in accordance with paragraphs 2 and
3 or be carried over automatically in accordance with paragraph 4.

2. Differentiated commitm ent appropriations a nd non-differentiated appropriations not yet
committed at the close of the financial year may be carried over in respect of:

(a) amounts corresponding to comm itment appropriations for which m ost of the
preparatory stages of th e comm itment procedure have been com pleted by 31
December. These am ounts m ay then be committed up to 31 March of the
following year;

(b) amounts which are necessary when the legislative authority has adopted a basic
act in the final quarter of the financ  ial year and the Comm ission has been
unable to comm it the appropriations provided for this purpose by 31
December.

3. Payment appropriations may be carried over in respect of amounts needed to cover existing
commitments or comm itments linked to comm itment appropriations carried over, w hen the
appropriations provided for the relevant lines in the budget for the following financial year do
not cover requirements. The institution concerned shall first use the appropriations authorised
for the current financial year and shall not use the appropriations carried over until the former
are exhausted.

4. Non-differentiated appropriations corresponding to obligations duly contracted at the close
of the financial year shall be carried over automatically to the following financial year only.

5. The institution con  cerned shall inform the European Parliam ent and the Council
(hereinafter the 'budgetary authority’) by 15 Marc h at the latest of th e carry-over decision it
has taken and shall state, for each budget line, how the criteria in paragraphs 2 and 3 have
been applied to each carry-over.
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6. Without prejudice to Article 10, appropriations placed in reserve and appropriations fo r
staff expenditure may not be carried over.

Article 10
Carry over rulesfor assigned revenue

Revenue not used and appropriations availabl e at 31 December arising from  the assigned
revenue referred to in Article 18 shall be carried over as follows:

(a) external assigned revenue shall be carried over automatically and must be fully
used until all the operations relating to the p rogramme or action to which they
are assigned have been carried out; extern al assigned revenue received during
the last y ear of the prog ramme or action may be used in the first year of the
succeeding programme or action;

(b) internal assigned revenue shall be  carried over for one year only, unless
specified otherwise in the bas ic act applicable, or in duly ju stified exceptional
circumstances; the corresponding appropriations available must be used first.

Article 11
Decommitment of appropriations

Without prejudice to Articles 170 and 174, where amounts are decommitted as a result of total
or partial non-implementation of the actions for which they were earm arked, in any financial
year after that in which the appropriations ~ were entered in the budget, the appropriations
concerned shall be cancelled.

Article 12
Commitment of appropriations

The appropriations entered in the budget may be committed with effect from 1 January, once
the budget has been finally adopted, save as otherwise provided in Title I and Title VI of Part
Two.

Article 13
Rules applicable in case of late adoption of the budget

1. If the budget has not been definitively adopte d at the beginning of th e financial year, the
first paragraph of Article 315  of the Treaty on the Functioning of the European Union
(hereinafter the ' TFEU') shall apply to commitment and payment of expenditure which it has
been possible to book to a specific chapter in th e budget as part of im plementation of the last
budget duly adopted.

2. Commitments may be made per chapter to a maximum of one quarter of the total allotted
appropriations in the relevant chapter of the prev ious financial year plus one twelfth for each
month which has elapsed.

Payments may be m ade monthly per chapter to a m aximum of one twelfth of the allotted
appropriations in the relevant chapter of the preceding financial year.
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The limit of the appropriations provided for in  the draft budget in preparation m ay not be
exceeded.

3. If the continuity of action by the Union and m anagement needs so requi re, the Council,
acting by a qualified m ajority on a proposal of the Commission, may authorise two or m ore
provisional twelfths both for commit  ments and for paym  ents over and above those
automatically made available pursuant to paragraphs 1 and 2. It shall forward the decision on
authorisation without delay to the European Parliament.

The decision shall enter into force thirty  days following its adoption unless the European
Parliament, acting by a m ajority of its M embers, decides to reduce that expenditure within
those thirty days.

If the European Parliament decid es to reduce that expenditure, the Cou ncil shall review the
decision on authorisation taking into acc ount the am ount approved by the European
Parliament.

The additional twelfths shall be authorised in full and shall not be divisible.

CHAPTER 3
PRINCIPLE OF EQUILIBRIUM

Article 14
Definition and scope

1. Budget revenue and payment appropriations must be in balance.

2. W ithin the fram ework of the budget, the Union and the European Atom ic Energy
Community, as well as the bodies set up by the Union as referre d to in Article 200, m ay not
raise loans.

Article 15
Balance fromfinancial year

1. The balance from ea ch financial year sha 1l be entered in the budget for the following
financial year as revenue in the case of a surplus or as a payment appropriation in the case of a
deficit.

2. The estim ates of such revenue or paym ent appropriations shall be entered in the budget
during the budgetary procedure and in a letter of amendment presented pursuant to Article 35.
They shall be drawn up in accordance with the Council Regulation implementing the Decision
on the system of the Union's own resources.

3. After the presentation of the accounts for ea  ch financial year, any discrepancy with the
estimates shall be entered in the budget for th e following financial year through an am ending
budget devoted solely to that discrepancy. In such a case, the draft am ending budget must be
submitted by the Comm ission within 15 days following the subm ission of the p rovisional
accounts.
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CHAPTER 4
PRINCIPLE OF UNIT OF ACCOUNT

Article 16
Use of euro

The multiannual financial fram ework and the b udget shall be drawn up and im plemented in

euro and the accounts shall be presented in euro. However, for the cash-flow purposes
referred to in Article 6 5, the acco unting officer and, in the cas e of imprest acco unts, the
imprest adm inistrators, and, for the needs of the adm inistrative m anagement of the

Commission and the European External Action Service (hereinafter referred to as 'EEAS'), the
authorising officer responsible  shall be authorised to carry ~ out operations in national
currencies as laid down in the delegated Regulation referred to in Article 199.

CHAPTERS
PRINCIPLE OF UNIVERSALITY

Article 17
Definition and scope

Total revenue shall cover total paym ent appropriations, subject to Article 18. All revenue and
expenditure shall be entered in  full without any adjustm ent ag ainst each other, subject to
Article 20.

Article 18
Assigned revenue

1. External assigned revenue and in ternal assigned revenue shall be u sed to finan ce specific
items of expenditure.

2. The following shall constitute external assigned revenue:

(a) financial contributions from Me mber States to certain res earch programmes
pursuant to the Council Regulation imple menting the Decision on the syste m
of the Union's own resources;

(b) financial contributions from Member States, third countries, including in both
cases their public and parastatal agencies , legal entities or natural persons, to
certain external aid p  rojects or p rogrammes financed by the Union and
managed by the Commission on their behalf ;

(c) interest on deposits and the fines provided for in the Regulation on speeding up
and clarifying the implementation of the excessive deficit procedure;
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(d) revenue earmarked for a specific purpos e, such as incom e from foundations,
subsidies, gifts and bequests, including the earmarked revenue specific to each
institution;

(e) contributions to Union activities from third countries or various bodies;
(f) assigned revenue referred to in Article 173(2) and Article 175(2).
3. The following shall constitute internal assigned revenue:

(a) revenue from third parties in respect of goods, services or work supplied at
their request;

(b) proceeds from the sale of vehicles , e quipment, installatio ns, m aterials, and
scientific and technical apparatus which are being replaced or scrapped when
the book value is fully depreciated;

(c) revenue arising from the repayment of amounts wrongly paid;

(d) proceeds from the supply of goods, services and works for other dep artments,
institutions or bodies, including refunds by other ins titutions or bodies of
mission allowances paid on their behalf;

(e) insurance payments received,

(f) revenue from the sale, letting or any other contract concerning rights connected
with real estate;

(g) revenue from the sale of publicati  ons and f ilms, including those on an
electronic medium.

4. The basic act applicable may also assign the revenue for which it provides to specific items
of expenditure. Unless specified otherwise in  the bas ic act app licable, such reven ue shall
constitute internal assigned revenue.

5. The budget shall in clude lines to accomm odate external assign ed revenue and internal
assigned revenue and wherever possible shall indicate the amount.

Assigned revenue may be included in the draft budget only for the am ounts which are certain
at the date of the establishment of the draft budget.

Article 19
Donations

1. The Commission m ay accept any donation m ade to the Union, such as foundation s,
subsidies, gifts and bequests.

2. Acceptan ce of donations of a va lue of EUR 50000 or more which involve a financial

charge, including follow-up costs, exceeding 10 % of the value of the donation made, shall be
subject to the authoris ation of the European Parliament and of the Council, both of whic h
shall act on the m atter within two months of't he date of receip t of the request from the
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Commission. If no objection has been m ade within that period, the Co mmission shall take a
final decision in respect of acceptance.

Article 20
Rules on deductions and exchange rates adjustments

1. The delegated Regulation referred to in Ar ticle 199 m ay specify the cases where certain
revenue may be deducted from requests for payment, which shall then be passed for paym ent
of the net amount.

2. The cost of products or serv ices provided to the Union in corporating taxes refunded by
third countries on the basis of th e relevant agreem ents shall be charged to the budget for the
tax inclusive amount. Subsequent reimbursement of taxes shall be treated as assigned revenue
in accordance with Article 18(2).

3. Adjustments m ay be m ade inrespectof  exchang e differences occu rring in the
implementation of the budget. The final gain or loss shall be included in the balance for the
year.

CHAPTER 6
PRINCIPLE OF SPECIFICATION

Article 21
General provisions

1. Appropriations shall be earm arked for specifi c purposes by title and ch apter; the chapters
shall be further subdivided into articles and items.

2. The Commission m ay, within its own secti  on of the budget, transfer appropriations
autonomously as detailed in Article 23 or sha 11 request the budgetary au thority's approval for
the transfer of appropriations in the cases detailed in Article 24.

3. Appropriations may be transferred only to budget lines for which the budget has authorised
appropriations or carries a token entry "pro memoria".

4. Appropriations corresponding to assigned revenue may be transferred only if such revenue
is used for the purpose to which it is assigned.
Article 22

Transfers by ingtitutions other than the Commission

1. Any institution other than the C  ommission may, within its own section of the budget,
transfer appropriations:

(a) from one title to another up to a maximum of 10 % of the appropriations for the
year shown on the line from which the transfer is made;

(b) from one chapter to another and from one article to another without limit.
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2. Three weeks before m aking the transfers refe rred to in paragraph 1, the institutions shall
inform the budgetary authority of their intentions. In the even t of duly substantiated reasons
being raised within this period by either branch of the budgetary authority, the procedure laid
down in Article 24 shall apply.

3. Any institution other than the Commission ma y propose to the budgetary authority, within
its own section of the budget, transfers from one title to another exceeding the limit of 10 %
of the appropriations for the financial year on the line from which the transfer is to be m ade.
Those transfers shall be subject to the procedure laid down in Article 24.

4. Any institution other than the Commission may, within its own section of the budget, make
transfers within articles without informing the budgetary authority beforehand.

Article 23
Internal transfers by the Commission

1. The Commission may, within its own section of the budget, autonomously:
(a) transfer commitment appropriations within each chapter;
(b) transfer payment appropriations within each title;

(c) asregards expenditure on staff and administration which is common to several
titles, transfer appropriations from one title to another ;

(d) asregards operational expenditure, tr ansfer ap propriations between chapters
within the same title, up to a maximum total of 10 % of the appropriations for
the year shown on the line from which the transfer is made.

2. The Commission m ay, within its own sec tion of the budget, decide on the following
transfer app ropriations f rom one title to  another, provided it inform s i mmediately the
budgetary authority of its decision:

(a) transfer appropriations from the "provi sions" title referred to in Article 43,
where the only condition to lift the reserv e lies in the adoption of a basic act in
accordance with the ordinary leg islative procedure foreseen in Article 294
TFEU;

(b) 1in duly subs tantiated ex ceptional cases of international humanitarian disasters
and crises, occurring after 1 December of the budgetary year, the Commission
may transfer unused budgetary appropria tions for the current budgetary year
still available in the bu dget titles falling under heading 4 of the m ultiannual
financial framework to the budget titles concerning the crisis m anagement aid
and humanitarian aid operations.

Article 24
Transfers by the Commission submitted to the budgetary authority

1. The Commission shall subm it its proposal of transfers sim ultaneously to th e European
Parliament and the Council.
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2. The budgetary authority shall ta ke decisions on transfers of appropriations as provided for
in paragraphs 3 to 6, save as otherwise provided in Title I of Part Two.

3. Save in urgent circum stances, the Council, by a qualified  majority, and the European
Parliament, shall deliberate upon the Comm ission proposal within six weeks of the date on
which the two institutions received the proposal for each transfer submitted to them.

4. The transfer proposal shall  be approved, if within the six-week period in any of the
following cases:

(a) European Parliament and the Council approve it;

(b) either the European Parliam ent or the Council approves it and the other
institution refrains from acting;

(c) European Parliament and the Council re frain from acting or have not taken a
decision contrary to the Commission proposal.

5. The six-week period referred to under point 4 shall be reduced to three weeks, unless either
the European Parliament or the Council requests otherwise, in any of the following cases:

(a) the transfer represents less than 10 % of the appropria tions of the line f rom
which the transfer is made and does not exceed EUR 5 million;

(b) the transfer concerns on ly payment appropriations and the overall am ount of
the transfer does not exceed EUR 100 million.

6. If either the European Parliam ent or the C ouncil has am ended the transfer while the othe r
institution has approved it or refrains from acting, or if Euro pean Parliament and the Council
have amended the transfer, the smaller amount approved either by the European Parliament or
the Council shall be deemed approved, unless the Commission withdraws its proposal.

Article 25
Transfer subject to special provisions

1. Transfers within the titles of the budget devoted to the E uropean Agricultural G uarantee
Fund, the Structural Funds, the Cohesion Fund, the European Fisheries Fund, the European
Agricultural Fund for Rural Developm entand Research shall be th e subject of special
provisions under Titles I, IT and III of Part Two.

2. Decisions on transfers to allow th e use of th e emergency aid reserve shall be taken by the
budgetary authority on a proposal from th e Comm ission, or by the Commission for a
maximum of 10% of the appropriations for the year shown on the line from which the transfer
is made.

The procedure provided for in Article 24(3) and (4) shall apply. If the Commission proposal is
not agreed to by the European Parliam ent and the Council and there is a failure to arrive at a
common position on th e use of this res erve, the European Parliament and the Council shall
refrain from acting on the Commission's proposal of transfers.
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CHAPTER 7
PRINCIPLE OF SOUND FINANCIAL MANAGEMENT

Article 26
Principles of economy, efficiency and effectiveness

1. Budget appropriation s shall be u sed in accordance with the principle of sound financial
management, nam ely in accordan ce with th e principles of economy, efficiency and
effectiveness.

2. The principle of economy requires that the resources used by the institution for the pursuit
of its activities shall be made available in due time, in appropriate quantity and quality and at
the best price.

The princip le of efficiency is co  ncerned w ith the best relationship between resources
employed and results achieved.

The princip le of effectiveness is concerned  with attain ing the specific objectives set and
achieving the intended results.

3. Specific, m easurable, achievable, relevant and tim ed objectives shall be set for all sectors

of activity covered by the budget. Achievem ent of those objectives shall be m onitored by
performance indicators for each activity and information shall b e provided by the spending
authorities to the budgetary authority. Such info rmation shall be provided annually and at the
latest in the documents accompanying the draft budget.

4. In order to i mprove decision-making, institutions shall undertake both ex ante and ex pos t
evaluations in line with guidance provided by  the Comm ission. Such evaluations shall be
applied to all p rogrammes and activities whic h enta il sig nificant spe nding and e valuation
results disseminated to spending, legislative and budgetary authorities.

Article 27
Compulsory financial statement

1. Any proposal or initiative subm itted to th e legislative authority by the Comm ission, the
High Representative of the Union for Foreign Af fairs and Security Policy (herein after the
'High Representative' ) or by a Member Stat e, which m ay have an impact on the budget,
including changes in the num ber of posts, must be accompanied by a financial statement and
by the evaluation provided for in Article 26(4).

Any amendment to a proposal o r initiative submitted to th e legislative authority w hich may
have appreciable implications for the budget, including changes in the num ber of posts, must
be accom panied by a financial statem ent prepared by the ins titution propo sing th e
amendment.

2. In order to reduce the risk of fraud and irregu larities, the financial statement referred to in
paragraph 1 shall provide inform ation on the intern al control system set up, an assessment of
the risk involved, as well as existing and planned fraud prevention and protection measures.
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Article 28
Internal control of budget implementation

1. The budget shall be implemented in compliance with effective and efficient internal control
as appropriate in each management mode, and in accordance with the relevant secto r-specific
regulations.

2. For the purposes of the im  plementation of th e budget, internal control is defined as a
process app licable at a 1l lev els of the m anagement and designed to provide reasonable
assurance of achieving the following objectives:

(a) effectiveness, efficiency and economy of operations;

(b) reliability of reporting;

(c) safeguarding of assets and information;

(d) prevention, detection and correction of fraud and irregularities;

(e) adequate management of the risks r elating to the legality and regularity of the
underlying transactions, taking in to accountthe m ultiannual character of
programmes as well as the nature of the payments concerned.

Article 29
Tolerablerisk of error

The Legislative authority shall, in accordance with the procedur e laid down in Article 322 of
the TFEU, decide on a level of to lerable risk of error a t an appropriate aggregation of the
budget. That decision shall be taken into account dur ing the annual discha rge procedure, in
accordance with Article 157(2).

The level of tolerable risk of error shall be based on an analysis of the costs and benefits of
controls. Member States and entities and persons referred to in point (b) Article 55(1) shall on
request report to the Commission on the costs of controls borne by them as well as the number
and size of activities financed by the budget.

The level of tolerable risk of error shall be closely monitored and shall be reviewed in case of
major changes in the control environment.

CHAPTER 8
PRINCIPLE OF TRANSPARENCY

Article 30
Publication of accounts, budgets and reports

1. The budget shall be established and implemented and the accounts presented in compliance
with the principle of transparency.
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2. The President of the European P arliament shall have the budget and am ending budgets, as
finally adopted, published in the Official Journal of the European Union.

The budget shall be published within three m onths following the date on which the budgeti s
declared finally adopted.

The consolidated annual accounts and the repo  rt on budgetary and financial m anagement
drawn up by each institution shall be published in the Official Journal of the European Union.

Article 31
Publication of Union funds recipients and other information

1. Information on borrowing-and-lending operations contracted by the Union for third parties
shall appear in an Annex to the budget.

2. The Commission shall m ake available, in an appropriate m anner, inform ation on the
recipients of funds deriving from the budget he Id by it when the budge t is implemented on a
centralised basis and directly by its departments or by Union Delegations in accordance with
the second paragraph of Article 53, and infor mation on the recipients of funds as provided by
the entities to which budget im  plementation ta sks are delegated under other modes of
management.

3.This inform ation shall be m ade available w ith due observance of the requirem  ents of
confidentiality, in pa rticular the protection of personal data aslaid down in Directive
95/46/EC of the European Pa rliament and of the Council '” and Regulation (EC) No 45/2001
of the European Parliam ent and of the Council'® , and of the requirem ents of security, taking
into account the specif icities of each management mode referred to in Article 53 and where
applicable in conformity with the relevant sector-specific rules.

17 OJ L 281,23.11.1995, p. 31.
18 OJL 8, 12.1.2001, p. 1.
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TITLE I
ESTABLISHMENT AND STRUCTURE OF THE
BUDGET

CHAPTER 1
ESTABLISHMENT OF THE BUDGET

Article 32
Estimates of revenue and expenditure

The European Parliament, the European Council and the Council, the Cour t of Justice of the
European Union, the Court of Auditors, the Economic and Social Committee, the Committee
of the Regi ons, the Ombuds man, the European Data-Protection Supervisor and the EEAS
shall draw up an es timate of their revenue an d expenditure, which they shall sen d to th e
Commission before 1 July each year.

The EEAS shall draw up an estimate of its revenue and expenditure, which it shall send to the
Commission before 1 Ju ly each year. The High Re presentative shall hold consultations with
the Members of the Commission responsible for development policy, neighbourhood policy
and international cooperation, humanitarian aid and crisis response, regarding their respective
responsibilities.

These estim ates shall also be sent by these institutions to the budgetary authority for
information by no later than 1 July each year. The Comm ission shall draw up its own
estimates, which it shall also send to the budgetary authority by the same date.

In preparing its own estimates the Commission shall use the information referred to in Article
33.

Article 33
Estimated budget of the bodies referred to in Article 200

Each body referred to in Article 200 shall, in accordance with the instrument establishing it,
send to the Commission and the budgetary authority by 31 March each year an estim ate of its
revenue and expenditure, including the establishment plan, and its draft work programme.

Article 34
Draft budget

1. The Commission shall subm it a proposal cont aining the draft budge t to the European
Parliament and the Council, at the latest, by 1 September of the year preceding that in which
the budget is to be implemented.

The draft budget shall contain a summary general statement of the expenditure and revenue of
the Union and consolidate the estimates referred to in Article 32.
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The draft budget shall follow the structure and presentation set out in Articles 41 to 46.

Each of the sections of the draft budget shall be preceded by an introduction drawn up by the
institution concerned.

The Comm ission shall draw up the general introduction to th e draft budget. The general
introduction shall comprise financial tables cove ring the main data by titl es and justifications
for the chan ges in the appropria tions from one financial year to the next by categories of
expenditure of the multi-annual financial framework.

2. Where relevant, the Comm ission shall attach to the draft budget a financial programm ing
for the following years.

The financial programm ing shall be updated afte r the adoption of the budget, to incorporate
the results of the budgetary procedure and any other relevant decisions.

3. The Commission shall also attach to the draft budget any working paper it considers useful
to support its budget requests.

4. In accordance with Article 8(5) of Decision 2010/427/EU of 26 July 2010 establishing the
organisation and functioning of the European External Action Service'’ and in order to ensure
the budgetary transparency in the area of exte rnal action of the Union, the Comm ission shall
transmit to the budgetary authority, together ~ with the draft budget, a working docum  ent
presenting, in a comprehensive way:

(a) all administrative and operational expenditure related to the external actions of
the Union, including Common Foreign and Security Policy (CF  SP) and
Common Security and Defence Policy tasks, and financed from the budget;

(b) the EEAS' overall administrative expe nditure for the previous year, broken
down into expenditure by delegation and expenditure for the EEAS' central
administration; tog ether with the operational expenditure, broken dow n by
geographic area (regions, countries), thematic areas, Union Delegation and
mission.

The working document shall also:

(a) show the number of pos ts for each gr ade in each category and the number of
permanent and temporary posts, including contractual and local staff authorised
within the lim its of the budget app ropriations in each Union Delegation, as
well as in the central administration of the EEAS;

(b) show any increase or reduction of po sts by grad e and categ ory in the central
administration of the EEAS, and in all Union Delegations based on the
preceding year;

(c) show the number of posts authorised for the financial year, the number of posts
authorised for the preceding year, as well as the num ber of posts occupied by
diplomats seconded from the Member States, Council and Commission staff;

19 OJ L 201, 3.8.2010, p. 30.
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(d) provide a d etailed picture of all s taff in place in the Union delegations at the
time of presenting the draft budget, including a breakdown by geographic area,
individual country and m  ission, disti nguishing establishm ent plan posts,
contract agents, local agents and sec onded national experts and appropriations
requested in the draft budget for such other types of personnel with
corresponding estimates of the equivalent full-time staff that may be employed
within the limits of the appropriations requested.

Article 35
Letter of amendment to the draft budget

Until the C onciliation Comm ittee referred to in  Article 314 of the TFEU is convened, the
Commission may, on its own initiative or if requested by the other institutions, each in respect
of its own section, present sim ultaneously to the European Parliament and the Council letters
of amendment to the draft budget on the basis of new information which was not available at
the tim e the draft was established, includi ng a letter of am endment updating expenditure
estimates for agriculture.

Article 36
Approval of the outcome of the Conciliation Committee

Once the Conciliation Committee has agreed on a jo int text, the European Parliament and the
Council shall end eavour to app rove the ou tcome of the Co nciliation C ommittee as soon as
possible in accordan ce with Article 314(6) of th e TFEU, in accordan ce with their respective
internal rules of procedure.

Article 37
Adoption of the budget

1. The President of the European Parliam  ent shall declare the budget finally adopted in
accordance with the procedure provided for in Article 314(9) of the TFEU and Article 177(7)
of the Treaty establishing the European Atomic Energy Community (hereinafter the ' Euratom
Treaty').

2. Once the budget has been declared finallya  dopted, each Mem ber State shall, from 1

January of the following financial year or from the date of the declaration of final adoption of
the budget if that is after 1 Ja nuary, be bound to make over to the Union the payments due as
specified in the Council Regulation implem enting the Decision on the system of the Union's

OWN resources.

Article 38
Draft amending budgets

1. If there are unavoidable, exceptional or  unforeseen circum stances, the Comm ission may
present draft amending budgets.

Requests for am ending budgets, in the sam e circum stances as referred to in the preced ing
paragraph, from institutions other than the Commission shall be sent to the Commission.
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Before presenting a draft a mending budget, the Commission and the other institutions shall
examine the scope for reallo cation of the rele vant appropriations, taking into account any
expected under-implementation of appropriations.

2. The Commission shall, sav e in exception al circum stances, subm it any draft am ending
budget simultaneously to the Europ ean Parliament and the Council by 1 September each year
at the latest. It m ay attach an opin ion to th e requests for am ending budgets from the other
institutions.

3. The European Parliam ent and the Council sh all discuss them with due account for their
urgency.
Article 39

Early transmission of estimates and draft budgets

The Commission and the budgetary authority may agree to bring forward certain dates for the
transmission of the estimates, and for the adop tion and transmission of the draft budget. This
arrangement m ay not, however, have the eff  ect of shortening or  prolonging the periods
allowed for consideration of these texts under Article 314 of the TFEU and Article 177 of the
Euratom Treaty.

CHAPTER 2
STRUCTURE AND PRESENTATION OF THE BUDGET

Article 40
Structure of the budget

The budget shall consist of the following:
(a) a general statement of revenue and expenditure;

(b) separate se ctions subd ivided in to st atements of revenue and expenditure for
each institution.

The European Council and the Council shall share the same section of the budget.
Article 41
Classification of the budget

1. Comm ission revenue and the revenue and expe nditure of the other institutions shall be
classified by the budgetary au thority accord ing to their ty pe or the u se to which they are
assigned under titles, chapters, articles and items.

2. The statement of expenditure for the Commissi on section shall be set out on the basis of a
nomenclature adopted by the budgetary authority and classified according to purpose.

A title shall correspond to a policy area and a chapter sh all, as aru le, correspond to an
activity.
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Each title may include operational appropriations and administrative appropriations.

The administrative appropriations for a title shall be grouped in a single chapter.

Article 42
Prohibition of negative revenue

The budget may not contain negative revenue.

The own re sources paid under the Council Decision on the system of the Union' s own
resources shall be net amounts and shall be sh ~ own as such in the summary statem ent of
revenue in the budget.

Article 43
Provisions

1. Each section of the budget may include a ‘provisions’ title. Appropriations shall be entered
in this title in the following two circumstances:

(a) where no basic act exists  for th e action co ncerned wh en the bud get is
established;

(b) where there are serious grounds for doubting the adequacy of the
appropriations or the po ssibility of implementing, under co nditions consonant
with sound financial m anagement, the appropriations entered on the lines
concerned.

The appropriations in this title m  ay be used only after transfer in accordance with the
procedure laid down in point (d) of Article 23 (1), where the adoption of the basic act is
subject to the procedure laid down in Article 294 of the TFEU, and that of Article 24, for all
other cases.

2. In the event of serious im plementation diffi culties, the Comm ission may propose, in the
course of a financial year, that appropriations be tr ansferred to the  provisions’ title. The
budgetary authority shall take a decision on these transfers as provided in Article 24.

Article 44
Negative reserve

The Commission section of the budget m ay incl ude a ‘negative rese rve’ lim ited to a
maximum amount of EUR 200 million. This reserve, which shall be entered in a separate title,
may comprise both commitment appropriations and payment appropriations.

This reserve must be drawn upon before the end of the financial year by m eans of transfer in
accordance with the procedure laid down in Articles 21 and 23.
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Article 45
Reserve for emergency aid

1. The Comm ission section of the budget shall in clude a reserve for em ergency aid for third

countries.

2. The reserve referred to in paragraph 1 shall be drawn upon before the end of the financial
year by means of transfer in accordance with the procedure laid down in Articles 24 and 25.

Article 46
Presentation of the budget

1. The budget shall show:

(a) in the general statement of revenue and expenditure:

(@)
(i)

(iif)
(iv)
v)

(vi)

the estimated revenue of the Union for the financial year concerned;

the estimated revenue for the preceding financial year and the revenue for year
n-2;

the commitment and payment appropriations for the financial year concerned;
the commitment and payment appropriations for the preceding financial year;
the expenditure committed and the expenditure paid in year n — 2;

appropriate remarks on each subdivision, as set out in Article 41(1);

(b) in each section of the budge t, the revenue and expenditure shall be shown in the sam e
structure as in point (a);

(c) as regards staff:

@

(i)

(iii)

for each section of the budget, an  establishm ent plan setting th e number of
posts for each grade in each catego ry and in each service and the numbero f
permanent and tem porary posts authoris ed within the lim its of the budget
appropriations;

an establishm ent plan for staff pa  id from the research and technological
development appropriations for direct action and an establishment plan for staff
paid from the sam e appropriations for indirect action; the estab lishment plans
shall be classified by category and grade and shall distinguish between
permanent and tem porary posts, authoris ed within the lim its of the budget
appropriations;

as regards s cientific an d techn ical staff, the classification m ay be based on
groups of grades, in accordance with th e conditions laid down in each budget;
the establishment plan must specify the number of highly qualified technical or
scientific personnel who are acco rded sp ecial advantages u nder the sp ecific
provisions of the Staff Regulations;
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(iv) an establishment plan setting the number of posts by grade and by category for
each body referred to in Article 2 00 which receives a g rant charged to the
budget. The establishm ent plans shall show next to the num  ber of posts
authorised for the financial year the number authorised for the preceding year;

(d) as regards borrowing-and-lending operations:

(1) inthe general statem ent of revenu e, the budget lines corresponding to the
relevant operations and in tended to record any reim bursements received fr om
beneficiaries who initially defaulted, 1 eading to activ ation of the pe rformance
guarantee. These lines shall carry a token entry " pro memoria" and be
accompanied by appropriate remarks;

(i) in the Commission section:

- the budget lines containing the Union's performance guarantees in respect
of the operations concerned. These lines shall ¢ arry a token entry " pro
memoria", so long as no effective charge which has to be covered by
definitive resources has arisen;

- remarks giving the reference to the basic act and the volum e of the
operations envisaged, the duration and the financial guarantee given by
the Union in respect of these operations;

(i) in a document annexed to the Commission section, as an indication:
- ongoing capital operations and debt management;

- the capital operations and debt m anagement for the financial year
concerned;

(e) the total am ount o f CFSP expen diture shall be entered into one budget chapter, entitled
CFSP, with specific budgetary articles. Those articles shall cover CFSP expenditure and shall
contain specific budget lines identifying at least the single major missions.

2. In addition to the docum ents referred to in paragraph 1 the budgetary authority m ay attach
any other relevant documents to the budget.
Article 47
Rules on the Establishment Plan for staff

1. The estab lishment plan described in point (c) of Article 46(1) shall constitute an absolute
limit for each institution or body; no appointment may be made in excess of the limit set.

However, save in the case of grades AD 16, AD 15 and AD 14, each institution or bo dy may
modify establishment plans by up to 10 % of posts authorised, subject to two conditions:

(a) that the volume of staff appropriations corresponding to a full financial year is
not affected, and

(b) that the limit of the total number of posts authorised by each establishment plan
is not exceeded.
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Three weeks before m aking the modifications referred to in the second subparagraph, the
institutions shall inform the = budgetary authority of their inte ntions. In the event of duly
justified reasons being raised within this peri od by either branch of the budgetary authority,
the institutions shall re frain from making the modifications a nd the norm al procedure shall

apply.

2. By way of derogation from the first subparagr aph of paragraph 1, the effects of part-tim e
work authorised by the appointi ng authority in accordance with the Staff Regulations m ay be
offset by other appointments.

CHAPTER 3
BUDGETARY DISCIPLINE

Article 48
Compliance of the budget with the multiannual financial framework

The budget shall comply with the multiannual financial framework.
Article 49
Compliance of Union acts with the budget and the multiannual financial framework

Where by implementation of an act of the Union the appropriations available in the budget or
the allocations available in the multiannual financial framework would be exceeded, such act
may be i mplemented in financial term s only after the budget has been am ended and, if
necessary, the financial framework has been appropriately revised.
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TITLEIV
IMPLEMENTATION OF THE BUDGET

CHAPTER 1
GENERAL PROVISIONS

Article 50
Budget implementation according to sound financial management

1. The Commission shall implement the revenue and expenditure of the budget in accordance
with this R egulation, on its own responsibilit y and within the lim its of the appropriations
authorised.

2. The Member States shall cooperate with th e Comm ission so that the appropriations are
used in accordance with the principle of sound financial management.

Article 51
Basic act and exceptions

1. A basic act shall first be adopted before  the appropriations entered in the budget for any
action by the Union may be used.

A basic act is a legal act which provides alegal b asis for th e action an d for the
implementation of the corresponding expenditure entered in the budget.

2. In application of the TFEU and the Eurato m Treaty, a basic act is an act adopted by the
legislative authority and may take the form of a regulation, a directive or a decision within the
meaning of Article 288 of the TFEU.

3. In application of Title V of the Treaty on Eu ropean Union, a basic act m ay take one of the
forms specified in Articles 26(2), 28(1), 29, 31(2), 33 and 37 of the Treaty on European
Union.

4. Recommendation s and opinions do not con stitute b asic acts within the m eaning of this
Article, nor do resolutions, conclusions, declarations or other acts which have no legal effects.

5. By way of derogation from paragraphs 1,2 and 3, th e following may be im plemented
without a basic act provided th e actions which they are intende d to finance fall within the
powers of the Union:

(a) appropriations for pilot projects of an experimental nature designed to test the
feasibility of an action and its us efulness. The relevant commitm  ent
appropriations may be entered in th e budget for not m ore than two successive
financial years;

(b) appropriations for preparat ory actions in the field of application of the TFEU
and the Euratom Treaty, designed to prepare proposals with a view to the
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(©)

(d)

(e)

adoption of future actions. The preparat ory actions are to follow a coherent
approach and may take various forms. The relevant commitment appropriations
may be entered in the budget for not more than three successive financial years.
The legislative procedure m ust be concluded before the end of the third
financial year. In the course of the le gislative procedure, the comm itment of
appropriations m ust correspond to the part icular features of the preparatory
action as re gards the a ctivities env isaged, the aim s pursued and the persons
benefited. Consequently, the means implemented cannot correspond in volume
to those envisaged for financing the definitive action itself.

When the draft budget is presented, the Commission shall submit a report to
the budgetary authority on the actions re ~ ferred to in point (a) and the first
paragraph of this point which shall also contain an assessment of results and
the follow-up envisaged;

appropriations for preparatory measures in the field of Title V of the Treaty on
European Union. These measures shall be limited to a short period of tim e and
shall be designed to establish the conditi ons for Union action in fulfilm ent of
the objectives of the CFSP and for th e adoption of the necessary legal
instruments.

For the purpose of Union crisis m anagement operations, preparatory m easures
are designed inter alia to assess the operational requirements, to provide for a
rapid initial deploym ent of resources, or to establish th e conditions on the
ground for the launching of the operation.

Preparatory measures shall be agreed by the Council, on a proposal by the High
Representative of the Union for Foreign Affairs and Security Policy.

In order to ensure the rapid implementation of preparatory measures, the High
Representative shall in form the Comm ission as early as  possible o n the
Council's intention to launch a preparator y measure and in particular of the
estimated resources required for this purpose. In co nformity with th is
Regulation, the Comm ission shall take al 1 the n ecessary measures to ensure a
rapid disbursement of the funds.

appropriations for one-off actions, or ev en actions for an indefinite duration,
carried out by the Commission by virtue of tasks resulting from its prerogatives
at institutional level pursuant to the TFEU and the Euratom Treaty other than
its right of legislative in itiative referred to in poi nt (b) and under specific
powers directly conferred on it by those Treaties, a list of which is given in the
delegated Regulation referred to in Article 199;

appropriations for the operation of  each institution under its adm inistrative

autonomy.

Article 52
I mplementation of the budget by other Institutions

The Commission shall confer on the o ther institu tions the requisite powe rs f or the
implementation of the sections of the budget relating to them.
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Detailed arrangem ents m ay be agreed with ~ the Comm ission in ord erto f acilitate th e
implementation of the Union Delegations' administrative appropriations. Those arrangem ents
shall not contain any derogation from the provi sions of this Regulation and the delegated
Regulation referred to in Article 199.

Article 53
Delegation of budget implementation powers

The Commission and each of the other institutions may, within their de partments, delegate
their powers of budget implem entation in accord ance with the condition s laid down by this
Regulation and by the ir in ternal r ules and with in the limits which th ey lay dow ninth e
instrument of delegation. Those so empowered may act only within th e limits of the powers
expressly conferred upon them.

However, the Commission may delegate its pow ers of budget im plementation concerning the
operational appropriations of its own section to the Heads of Un ion Delegations. It shall, at
the same time, inform the High Representative thereof. When Heads of Union Delegations act
as subdelegated authorising officers of th e Commission, they shall apply the Commission
rules for th e im plementation of the budget a nd shall be subm itted to the sam e duties,
obligations and acco untability as any o ther subdelegated au thorising officer of the
Commission.

The Commission may withdraw that delegation in accordance with its own rules.

For the purposes of the second paragraph, the = High Representative shall take the m easures
necessary to facilitate the cooperation between Union Delegatio ns and Commission
departments.

Article 54
Conflict of interests

1. All financial actors and any other person involved in budget implementation, management,
audit or control shall be pr  ohibited from taking any action whichm  ay bring their own
interests into conflict with those of the Uni on. Should such a case arise, the person concerned
must refrain from such actions and refer the matter to the competent authority.

2. There is a conflict of interests where the impartial and objective exercise of the functions of
a financial actor or other person, as referred to  in paragraph 1, is comprom ised for reasons

involving family, emotional life, political or na tional affinity, economic interest or any other

shared interest with the beneficiary.

CHAPTER 2
METHODSOF IMPLEMENTATION

Article 55
Methods of implementation of the budget

1. The Commission shall implement the budget in the following ways:
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(a) by its d epartments, by Union Delegations in accordan ce with th e second parag raph of
Article 53, or through executive agencies referred to in Article 59;

(b) indirectly, in shared m anagement w ith Mem ber States or by entrusting budget
implementation tasks to:

(i)  third countries or the bodies they have designated;
(i1) international  organisations and their agencies;

(iii) financial institu tions entrus ted withth e im plementation of Financia 1
Instruments pursuant to Title VIII;

(iv) the European Investment Bank and the European Investment Fund or any other
subsidiary of the Bank;

(v) bodies referred to in Articles 200 and 201;

(vi) public law bodies or bodies governed by private law with a public service
mission as far as these latter provide adequate financial guarantees;

(vil) bodies governed by private law of a Me mber State, entrusted with the
implementation of a public and privat e partnership and providing adequate
financial guarantees;

(viii) persons entrusted with the im plementation of specific actions pursuant to Title
V of the Treaty on the E uropean Union, and identified in the relevant basic act
within the meaning of Article 51 of this Regulation.

2. Member States and entities and persons listed under point (b) of paragraph 1 shall not have
the status of authorising officer by delegation.

3. The Comm ission may not entrus t third parties with execu tive powers it enjoys under the
Treaties where they involve a large measure of discretion implying political choices.

Article 56
Shared management with Member States

1. Member States shall respect the principles of sound financial m anagement, transparency
and non-discrimination and ensure the visibility of Union a ction when they m anage Union
funds. To this end, Member States shall fulfil the control and audit obligations and assume the
resulting responsibilities laid down in this Re gulation. Complementary provisions may be laid
down in sector-specific rules.

2. Mem ber States shall prevent, detect and co rrect irregu larities and fraud when executing
tasks related to the implementation of the budget. To this end they shall carry out ex ante and
ex post controls including, wher e appropriate, on the spot checks, to ensure that the actions
financed from the budget are effectively carried out and implemented correctly, recover funds
unduly paid and bring legal proceedings as necessary.

Member States shall impose effective, dissuasiv e and proportionate pena lties on recipients as
provided for in sector-specific rules and in national legislation.
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3. In accord ance with the sector-sp ecific rules, Mem ber St ates shall accred it one or m ore
public sector bodies which shall be solely res ponsible for the proper m anagement and control
of the funds, for which accred itation has been gran ted. This shall be without prejudice to the
possibility for these bodies to carry out tasks not related to the management of Union funds or
to entrust certain of their tasks to other bodies.

The accreditation shall be given by a M ember State au thority in acco rdance with sector-
specific rules ensuring that th e body is capable of properly managing the funds. The sector-
specific rules may also define a role of the Commission in the accreditation process.

The accrediting au thority shall be responsible for superv ising the body and for taking all
necessary measures to rem edy any deficiency in its operation, including the suspension and
withdrawal of the accreditation.

4. Bodies accredited pursuant to paragraph 3 of this Article shall:

(a) setup and ensure the functioning of an effective and efficient internal control
system;

(b) use an ann ual accounting system provi ding a ccurate, co mplete and reliable
information in a timely manner;

(c) be subject to an independent ex  ternal aud it, p erformed in acco rdance with
internationally accepted auditing standard s by an audit service functionally
independent of the accredited body;

(d) ensure, in confor mity with Articl e 31(2), annual ex po st publication of
recipients of Union funds;

(f) ensure a protection of personal data whic h satisfies the principles laid down in
Directive 95/46/EC.

5. Bodies accredited pursuant to paragraph 3 of this Article sh all provide the Commission by
1 February of the following financial year with:

(a) their accounts drawn up for the expenditure m ade in the execution of the tasks
entrusted;

(b) asumm ary of the res ults of all avai lable au dits and co ntrols carried out,
including an analysis of system  atic or recurrent weakn esses as w ell as
corrective actions taken or planned;

(c) amanagement declaration of assuran ce as to th e completeness, accuracy and
veracity of the accounts, the proper func tioning of the internal control system s
as well as to the leg ality and regularity of the underlying transactions and the
respect of the principle of sound financial management;

(d) the opinion of an independent aud it body on the m anagement declaration of
assurance mentioned in point (c¢) of this paragraph, covering all its elements.

If a Member State has accredited m ore than one body per policy area, it shall by 15 February
of the following financial year provide the Co mmission with a synthesis report consisting of
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an overview at natio nal lev el o fallm anagement declarations of assurance and the
independent audit opinions thereon, prepared for the policy area concerned.

6. The Commission shall:

(a) apply procedures for a tim ely financial clearance of the account s of the accredited
bodies, ensuring that the accounts are com plete, accurate and true and allowing for a tim ely
clearance of irregularity cases;

(b) exclude from Union financ ing expenditure the disbursem ents which have been m ade
in breach of Union law.

Sector-specific rules sh all govern the conditio ns under which paym ents to Member States
may be suspended by the Commission or interrupted by the authorising officer by delegation
Article 57

Indirect management with entities and persons other than Member States

1. Entities and persons entruste d with budget implem entation task s pursuant to point (b) of
Article 55(1) shall respect the principles of sound financial m anagement, transparency and
non-discrimination and ensure the visibility of Union action when they m anage Union funds.
They shall guarantee a level of protection of the financial interests of the Union equivalent to
that required under this Regulation when they manage Union funds, with due consideration:

(a) the nature of the tasks entrusted and the amounts involved;
(b) the financial risks involved;

(c) thelev el of assurance stemm ing from their system s, rules and procedures
together with the m easures taken by the Commission to supervise and support
the implementation of the tasks entrusted.

2. To this effect, the entities and persons referred to in paragraph 1 shall:

(a) setup and ensure the functioning of an effective and ef ficient internal control
system,;

(b) use an ann ual accounting system provi ding a ccurate, co mplete and reliable
information in a timely manner;

(c) Dbe subject to an independent ex  ternal aud it, p erformed in acco rdance with
internationally accepted auditing standard s by an audit service functionally
independent of the entity or person concerned;

(d) apply  appropriate rules and procedures for provid ing financing from Union
funds through grants, procurement and financial instruments;

(e) ensure, in confor mity with Articl e 31(2), annual ex po st publication of
recipients of Union funds ;

(f) ensure a reasonable protection of personal data.
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Persons referred to in point (viii) of Artic le 55(1) (b) m ay satisf y these requ irements
progressively. They shall adopt their financial rules with the Commission's prior consent.

3. The entities and persons referred to in paragraph 1 shall prevent, detect and correc t
irregularities and fraud when executing task s related to the implem entation of the budget. To
this end they shall carry out ex ante and ex post controls including, where appropriate, on the
spot checks, to ensure that the actions financed from the budget are effectively carried out and
implemented correctly, recover funds unduly paid and bring legal proceedings as necessary.

4. The Commission may suspend payments to entities and persons referred to in paragraph 1,
in particular when system ic errors which que stion the re liability of the interna 1 control
systems of the entity or person  concerned or the legality and regularity of the underlying
transactions are detected.

The authorising officer by delegation m ay interrupt payments to such entities or persons fully
or partially for the purpose of furth er ve rifications when in formation com es to his notice
indicating a significant deficiency in the functioning of the internal control system or that the
expenditure certified by the entity or person con cerned is linked to a serious irregularity and
has not been corrected, provided the interruption is necessary to prevent significant damage to
the financial interests of the Union.

5. The entities and persons referred to in paragraph 1 shall provide the Commission with:
(a) areport on the implementation of the tasks entrusted;

(b) their accounts drawn up for the expenditure m ade in the execution of the tasks
entrusted;

(c) asumm ary of the res ults of all avai lable au dits and co ntrols carried out,
including an analysis of system  atic or recurrent weakn esses as w ell as
corrective actions taken or planned;

(d)a management declaration of assurance as to th e completeness, accuracy and
veracity of the accounts, the proper func tioning of the internal control system s
as well as to the leg ality and regularity of the underlying transactions and the
respect of the principle of sound financial management;

(e) the opinion of an independent aud it body on the m anagement declaration of
assurance mentioned in point (d) of this paragraph, covering all its elements.

These elements shall be provided to the Commission by 1 February of the following financial
year with the excep tion of the au dit opin ion refe rred to in point (e). The latter shall be
provided at the latest by 15 March.

These obligations shall be without prejudice to the provisi ons made in agreements concluded
with international organisations and third countries. These provisions shall include at least the
obligation of such entities to prov ide the Com mission annually with a statement that, during
the financial year concerned, the Union contribution has been used and accounted for in
compliance with th e requirements set out in paragraph 2 o f this Ar ticle and the obligations
laid down in the agree ment concluded with th e relevant international organisations or third
country.
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6. The Commission shall:
(a) ensure supervision and evaluation of the implementation of the tasks entrusted;

(b) apply procedures for atim ely f inancial ¢ learance of th e accoun ts of the
entrusted entities and persons, ensu ring that the acco unts are ¢ omplete,
accurate and true and allowing for a timely clearance of irregularity cases;

(¢) exclude from Union financing expenditure the disbursem ents which have been
made in breach of the applicable rules.

7. Paragraphs 5 and 6 of this Article shall not apply to entities and persons which are subject
to a separate procedure of discharge from the budgetary authority.

Article 58
Ex ante controls and agreements under indirect management

1. Before the Commission entrusts tasks of budget implementation to entities or persons listed
under point (b) of Article 55(1), it shall obtain ev idence that the requirements of points (a) to
(d) of Article 57(2) are fulfilled.

The entity or person concerned shall inform the Commission without delay of any substantial
change in its systems, rules and procedures that relate to the m anagement of the Union funds
entrusted. Where such a change occurs, th e Comm ission shall review the agreem  ents
concluded with the entity or pe rson concerned in order to ensure continued com pliance with
the conditions set out in points (a) to (d) of Article 57(2).

2. When choosing an entity f rom within a category listed in points (ii), (iii), (vi) and (vii) of
Article 55(1)(b) the Commission sh all take due account of the na  ture of the tasks to be
entrusted as well as the experience and the opera tional and financial capacity of the entitie s
concerned. The choice shall be justified on ob jective grounds and m ay not give rise to a
conflict of interest.

3. Agreem ents concluded under indirect m anagement shall stipulate the requirements laid
down in points (a) to (d) of Article 57(2). They shall clear ly define the tasks entru sted and
contain an undertaking of the entities or persons concerned to fulfil the obligations laid down
in points (e) to (f') of Article 57(2), and to refrain from any act which m ay give rise to a
conflict of interests.

Article 59
Executive agencies

1. The executive agencies shall be legal pe  rsons under Union law created by Comm ission
Decision to which powers m ay be delegated to implement all or part of a Union programme
or project on behalf of the Commission and under its responsibility in accordance with
Council Regulation (EC) No 58/2003%.

20 OJL 11,16.1.2003, p. 1.

50

EN



EN

2. Implementation of the corresponding operational appropriations shall be carried out by the
director of the agency in direct management.

Article 60
Limits to delegation of powers

1. The Comm ission may not entrust m easures of implementation of funds deriving from the
budget, including payment and recovery, to external private-sector entiti es or bodies, except
in the case referred to in points (vi) and (vii) of Article 55(1)(b), or in specific cases where the
payments involved are to be made to beneficiaries determined by the Commission, are subject
to conditions and am ounts fixed by the Comm ission and do not involve the exercise of
discretion by the entity or body making the payments.

2. The tasks which m ay be entrusted by contract to external private-sect or entities or bodies
other than those which have a public-servi ~ ce m ission are techn ical expertise tasks and
administrative, preparatory or ancillary tasks involving neither the exercise of public authority
nor the use of discretionary powers of judgment.

CHAPTER 3
FINANCIAL ACTORS

SECTION 1
PRINCIPLE OF SEGREGATION OF DUTIES

Article 61
Segregation of duties

The duties of authorising offi cer and accounting officer s hall b e seg regated and mutually
incompatible.

SECTION 2
AUTHORISING OFFICER

Article 62
The authorising officer

1. The institution shall perform the duties of authorising officer.

2. For the purposes of this Title, the term ‘s taff” refers to persons covered by the Staff
Regulations.

3. Each institution shall lay down in its internal administrative rules the staff of an appropriate
level to whom it delegates in complianc e with the conditions in its r ules of procedure the

duties of the authorising officer, the scope of the powers delegated and the possibility for the

persons to whom these powers are delegated to subdelegate them.
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4. The powers of authorising officer shall be delegated or subdelegated only to staff.

5. Authorising officers by delegation or subdele gation may act only within the lim its set by
the instrum ent of delegation or subdelega  tion. The responsible au thorising officer by
delegation or subdelegation m ay be assisted in his task by one or m ore m embers of staff
entrusted, under his  responsib ility, to carry  out certain operations neces sary for
implementation of the budget and presentation of the accounts.

6. W here Heads of Union Delegations act as authorising officers by subdelegation in
accordance with the second paragraph of Article 53, they shall be subject to the Comm ission
as the institution responsible fo r the definition, exercise, contro 1 and appraisal of their duties
and responsibilities as author ising officers by subdelegation. Th e Commission shall, at the
same time, inform the High Representative thereof.

Article 63
Powers and duties of the authorising officer

1. The authorising officer shall be responsible in each institution for implem enting revenue
and expenditure in acco rdance with the prin ciples of sound financial m anagement and for
ensuring that the requirements of legality and regularity are complied with.

2. For the purposes of paragraph 1 of this Article the authorising officer by delegation shall, in
accordance with Article 28 and th e m inimum st andards adopted by each institution an d
having due regard to the risks as sociated with the management environment and the nature of
the actions financed, put in place the organisatio nal structure and the internal control system s
suited to the performance of his duties. The esta blishment of such structure and system s shall
be supported by a comprehensive risk analysis.

3. To implement expenditure, the authorising officer by delegation and by subdelegation shall
make budgetary com mitments and legal comm  itments, shall validate expenditure and
authorise p ayments and shallun  dertake th e prelim inaries f or the im plementation of
appropriations.

4. Im plementation of revenue shall com prise drawing up estim ates of am ounts receivable,
establishing entitlements to be recovered and issuing recovery orders. It shall involve waiving
established entitlements where appropriate.

5. Each operation shall be subject at least to an  ex ante control based on a desk review of
documents and on the available results of ¢ ontrols already carried out, relating to the
operational and financial aspects of the operation

Ex ante controls shall comprise the initiation and the verification of an operation.

For a given transaction, m embers of staff who carry out the veri fication shall be other than,
and not subordinate to, those who initiated the operation.

6. The authorising officer by delegation may put in place ex post controls to verify operations

already approved following ex ante controls. Such controls m ay be organised on a sam ple
basis according to risk.
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The ex ante controls shall be carried by the members of staff other than those responsible for
the ex post controls. The m embers of staff responsible for the ex post controls shall not be
subordinate to the members of staff responsible for the ex ante controls.

7. All staff responsible for controlling the m anagement of financial operations m ust have the
necessary p rofessional skills. Th ey shall respect a specific ¢ ode of professional standards
established by each institution.

8. Any m ember of staff, involved in the financ ial management and cont rol of transactions
who considers that a decision he is required by his superior to apply or to agree to is irregular
or contrary to the principles of sound financial m anagement or the prof essional rules he is
required to observe, shall inform the authorisin g officer by delegation in writing and, if that
officer fails to take actio n, the panel ref erred to in Artic le 70(6). In the event of any illegal
activity, fraud or corruption which m ay harm the interests of the Union, he shall infor m the
authorities and bodies designated by the applicable legislation.

9. The authorising of ficer by delega tion shall re port to his institu tion on the perf ormance of
his duties in the for m of an annual activity report containing financial and m  anagement
information, including the results of controls, decl aring that, except as otherwise specified in
any reservations related to defined areas of ~ revenue and expenditure, he has reasonable
assurance that:

(a) the information contained in the report presents a true and fair view;

(b) the resources assigned to the activities described in the report have been used
for their intended purpose and in accordance with the principle of sound
financial management;

(c) the  control procedures put in place give the nece ssary guarantees concerning
the legality and regularity of the underlying transactions.

That report shall ind icate the resu Its of the operations by re ference to the objective s set, the
risks asso ciated with these operations, the ~ use m ade of the resources provided and the
efficiency and effectiveness of the internal co ntrol system. No later than 15 June each year,
the Commission shall send to the budgetary authority a summary of the annual reports for the
previous year. The annual activity reports of th e authorising officers by delegation shall also
be made available to the budgetary authority.

Article 64
Powers and duties of heads of Union Delegations

1. W here Heads of Union Delegations act as authorising officers by subdelegation in
accordance with the second paragr aph of Article 53, they shall cooperate closely with th e
Commission for the proper im plementation of the funds, in order to ensure, in particular, the
legality and regularity of financial transactions, the respect of the principle of sound financial
management in the m anagement of the funds and the effective protection the financial
interests of the Union.

To this effect, they sh all take the m easures necessary to p revent any situation susceptible to
put at stake the responsibility of the Comm  ission for the i mplementation of the budget
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subdelegated to them as well as any conflict of priorities which is likely to have an impact on
the implementation of the financial management tasks subdelegated to them.

Where a situation or conflict referred to in  the second subparagraph arises, the Heads of
Union Delegations shall infor m the responsible Directors-General of the Commission and of
the EEAS thereof without delay. Those Director  s-General shall tak e appropr iate steps to
remedy the situation.

2. If Heads of Union Delegations find themselves in a s ituation referred to in Article 63(8) ,
they shall refer the m atter to the sp ecialised financial irregularities panel set up pu rsuant to
Article 70(6). In the event of any illegal activity, fraud or corruption which m ay harm the
interests of the Union, they shall inform the authorities and bodies designated by the
applicable legislation.

3. Heads of Union Delegations acting as aut horising officers by subdelegation in accordance
with the second paragraph of Article 53 shall re port to their authorisi ng officer by delegation
so that the latter can integrate their reports in his annual activity report referred to in Article
63(9). The reports of the Heads of Union De legations shall include inform ation on the
efficiency and effectiveness of internal m anagement and control sys tems put in place in their
delegation, as well as on the management of operations subdelegated to them, and provide the
assurance p ursuant to Artic le 70(5). These rep orts shall b e annexed to the annual activity
report of the authorising officer by delegation, and shall be made available to the budgetary
authority taking into account, where appropriate, their confidentiality.

The Heads of Union Delegations shall fully cooperate with institutions involved in the
discharge procedure and provide, as appropriate, any additional necessary information. In this
context, they m ay be requested to attend m  eetings of the relevant  bodies and assist the
responsible authorising officer by delegation.

4. Heads of Union Delegations acting as aut horising officers by subdelegation in accordance
with the second paragraph of Ar ticle 53 shall reply to any reque st by the authorising officer
by delegation of Commission at its own request or, in the context of discharge, at the request
of the European Parliament.

5. The Commission shall ensure that sub dele gating p owers are not detrim ental to the
discharge procedure in accordance with Article 319 of the TFEU.

SECTION 3
ACCOUNTING OFFICER

Article 65
Powers and duties of the accounting officer

1. Each institu tion shall appoint an accountin g officer who shall be responsible in each
institution for the following:

(a) proper im plementation of paym ents, collection of revenue and recovery of
amounts established as being receivable;

(b) preparing and presenting the accounts in accordance with Title IX;
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(¢) keeping the accounts in accordance with Title IX;

(d) laying down, in accord ance with Title IX, the accounting p rocedures and the
chart of accounts;

(e) laying down and validating the acc  ounting system s and where appropriate
validating system s laid down by the aut horising officer to supply or justify
accounting information; the accounting officer shall be empowered to verify at
any time the respect of validation criteria;

(f) treasury  management.

The responsibilities of the accounting officer of EEAS shall concern only the EEAS section of
the budget as im plemented by the EEAS. The accounting officer of the Comm ission shall
remain responsible for the entire C ommission section of the budget, including accounting
operations relating to appropriations subdelegated to Heads of Union Delegations.

The accounting officer of the Commission shall also act as the accounting officer of the EEAS
in respect of the implementation of the EEAS section of the budget, subject to Article 208.

2. The accounting officer of the Comm  ission sh all be responsible for laying down the
accounting rules and the harmonised charts of accounts in accordance with Title IX.

3. The acco unting officer shall ob tain from au thorising officers, who shall guara ntee its
reliability, all the inform ation necessary for the productio n of accounts which give a true
image of the Institutions' financial situation and of budgetary implementation.

4. Before the adoption of the accounts by the institution or the body referred to in Article 200,
the accounting officer shall sign them off, thereby certif ying that he has a reasonable
assurance that the accounts present a true and fair view of the fina ncial situation of the
institution or body referred to in Article 200.

For that purpose, the accounting officer shall verify that the accounts have been prepared in
accordance with the Union accou  nting rules a nd procedures and that all rev  enue and
expenditure is entered in the accounts.

The authorising officers by delegation shall fo  rward a 1l inf ormation that the a ccounting
officer needs in order to fulfil his duties.

The authorising officers shall rem ain fully responsible for the proper use of the funds they
manage, the legality and re gularity of the expenditure under their control and the
completeness and accuracy of the information forwarded to the accounting officer.

5. The accounting officer shall be empowered to ch eck the information received as well as to
carry out any further checks he deems necessary in order to sign off the accounts.

The accounting officer shall make reservations, if necessary, explaining exactly the nature and
scope of such reservations.

6. Save as otherwise provided in this Regulation, only the accounting officer is empowered to
manage cash and cash equivalents. He shall be responsible for their safekeeping.
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7. Within the implementation of a programme or an action, fiduciary accounts may be opened
in the nam e of the Comm ission and on its behalf in order to allow their m anagement by an
entity listed in the first paragraph of point (iii) and (iv) of Article 55(1)(b).

These accounts shall be opened under the responsibility of the authorising officer in charge of
the implementation of the programme or action in agreement with the ac counting officer of
the Commission.

That bank account is managed under the responsibility of the authorising officer.

Article 66
Power s which may be delegated by the accounting officer

The accounting officer m ay, in the perform ance of his duties, de legate ce rtain tasks to
subordinate staff.

The instrument of delegation shall lay down the tasks entrusted to the delegatees.

SECTION 4
IMPREST ADMINISTRATOR

Article 67
Imprest accounts

1. Imprest accounts may be set up for the collection of revenue other than own resources and
for the paym ent of s mall sums as defined in th e delegated Regulation re ferred to in Ar ticle
199.

However, in the field of crisis m anagement aid and hum anitarian aid operations within the
meaning of Article 118, im prest accounts may be used with out any limitation on the am ount
while respecting the level of  appropriations decided by th e budgetary authority on the
corresponding budget line for the current financial year.

2. Im prest accounts sh all be endo wed by the in stitution's accoun ting officer and shall b e
placed under the respo nsibility of i mprest adm inistrators designated by the institu tion's
accounting officer.
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CHAPTER 4
LIABILITY OF THE FINANCIAL ACTORS

SECTION 1
GENERAL RULES

Article 68
Suspension and withdrawal of delegations given to authorising officers

1. W ithout prejudice to any  disciplinary action, authorisi ng officers by delegation and
subdelegation may at any tim e have their delegation or subdele gation withdrawn temporarily
or definitively by the authority which appointed them.

2. Without prejudice to any discip linary action, the accoun ting officer m ay at any tim e be
suspended temporarily or definitively from his duties by the authority which appointed him.

3. Without prejudice to any disciplinary action, imprest administrators may at any tim e be
suspended tem porarily or definitively from th eir duties by the auth ority which appointed
them.

Article 69
Liability of the authorising officer for illegal activity, fraud or corruption

1. The provisions of this Chapter are without  prejudice to any liabil ity under crim inal law
which the financial actors referred to in Artic le 68 m ay incur as provid ed in the ap plicable
national law and in th e provisions in force on th e protection of the Union's financial interests
and on the fight against corrupti on involving of ficials of the Un ion or officials of Mem ber
States.

2. Each authorising officer, accounting officer ~ or im prest adm inistrator shall be liab le to
disciplinary action and paym ent of com pensation as laid down in the Staff Regulations,
without prejudice to Articles 70, 71 and 72. In the event of illegal activity, fraud or corruption
which may harm the interests of the Union, the matter shall be submitted to the authorities and
bodies designated by the applicable legislation.

SECTION 2
RULESAPPLICABLETO AUTHORISING OFFICERSBY
DELEGATION AND SUBDELEGATION

Article 70
Rules applicable to authorising officers

1. The authorising officer shall be liable for = payment of compensation as laid down in the
Staff Regulations.
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2. The obligation to pay compensation shall apply in particular if:

(a) the authorising officer, whether inte ntionally or through gross negligence on
his part, determ ines entitlem ents to be recovered or issues recovery orders,
commits expenditure or signs a paym ent order without complying with this
Regulation and the delegated Regulation referred to in Article 199;

(b) the authorising officer, whether inte ntionally or through gross negligence on
his part, om its to draw up a doc  ument establishing an amount receivable,
neglects to issue a recov ery order or is late in is suing it or is late in iss uing a
payment order, thereby rendering the ins titution liable to civil action by third
parties.

3. An authorising officer by delegation or subde legation who considers th at a decision which
it is his responsibility to take  is irregular or contrary to th e principles of sound financial
management shall inform the delegating authority in writing. If the delegating au thority then
gives a reasoned instruction in writing to the authorising officer by delegation or
subdelegation to take that decision, the authorising officer may not be held liable.

4. In th e event of subd elegation within h is se rvices, the a uthorising officer by delegation
continues to be responsible for the efficiency and effectivene ss of the internal m anagement
and control system s put in place and for the choice of the authorising of ficer by
subdelegation.

5. In the event of subdelegation to the Heads of Union Delegations, the authorising officer by
delegation shall be responsible for the definition of the internal m anagement and control
systems put in place, their efficiency and effectiveness. The Heads of Union Delegations shall
be responsible for the adequate setting up and  functioning of those system s, in accordance
with the instructions of the authorising officer by delegation, and for the management of the
funds and the operations they carry out within the Un ion Delegation under their
responsibility. Before taking up their duties, they must complete specific training courses on
the tasks and responsibilities of authorising officers and the imp lementation of the budget, in
accordance with delegated Regulation referred to in Article 199.

Heads of Union Delegations shall report on th eir r esponsibilities pursuant to the f irst
subparagraph of this paragraph in accordance with Article 64(3).

Each year, Heads of Union Dele gations provide to the authorising officer by delegation of the
Commission the assu rance on the internal management and control system s put in place in
their Delegation, as well as on the m anagement of operations subdelegated to them and the
results thereof, in order to allow the authorising officer to establish his statement of assurance,
as provided for in Article 63(9).

6. Each institution shall set up a sp ecialised financial irregularities panel or par ticipate in a
joint p anel estab lished by severa 1 institutions. The panels shall f unction independ ently and
determine whether a f inancial irre gularity has occurred and what the consequences, if any
should be.

On the basis of the opinion of this panel, th e institution shall dec ide whether to initiate

proceedings entailing liability to disciplinary action o r to payment of com pensation. If the
panel detects system ic problem s, it shall se nd a report with recomm  endations to the
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authorising officer and to the authorising offi cer by delegation, provided the latter is not the
person involved, as well as to the internal auditor.

7. W here Heads of Union Delegations act as authorising officers by subdelegation in
accordance with the second paragraph of Article 53, the sp ecialised fin ancial irreg ularities
panel set up by the Commission pursuant to paragraph 4 of this Article shall be competent for
cases referred to in that paragraph.

If the panel detects system ic problems, it sha 1l send a rep ort with re commendations to the
authorising officer, the High Representative and to the authorising officer by delegation of the
Commission, provided the latter is not the person involved, as well as to the internal auditor.

On the basis of the opinion of the pane 1, the Co mmission ma y request the High
Representative to initiate, in the High Repr ~ esentative's capacity as appointing authority,
proceedings entailing liability to disciplinary action or to paym ent of com pensation against
authorising officers by subdelegation if irregu  larities concern the = competencies of the
Commission subdelegated to them. In such a case the High Representative shall take
appropriate action in accordance with the Staff Regulation in order to enforce decisions on
disciplinary action and/or the payment of compensation, as recommended by the Commission.

The Member States shall fully support the Un ion in the enforcem ent of any liability under
Article 22 o f the Staf f Regulations of temporary staff to whom point (e) of Article 20of the
Conditions of Employment of Other Servants of the European Communities applies.

SECTION 3
RULESAPPLICABLE TO ACCOUNTING OFFICERSAND IMPREST
ADMINISTRATORS

Article 71
Rules applicable to accounting officers

An accounting officer shall be liable to discip linary action and paym ent of com pensation, as
laid down and in acco rdance with the pro cedures in the Staf f Re gulations. Hem ayin
particular become liable by any of the following forms of misconduct:

(a) he loses or damages funds, assets and documents in his keeping;
(b) he wrongly alters bank accounts or postal giro accounts;

(c) he recovers or pays am ounts which are not in conf ormity with the
corresponding recovery or payment orders;

(d) he fails to collect revenue due.
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Article 72
Rules applicable to imprest officers

An imprest officer shall be liable to disciplinary action and payment of compensation, as laid
down and in acco rdance with the p rocedures in the Staff Regulations. He may in particula r
become liable by any of the following forms of misconduct:

(a)
(b)
(©)
(d)

he loses or damages funds, assets and documents in his keeping;
he cannot provide proper supporting documents for the payments he has made;
he makes payments to persons other than those entitled;

he fails to collect revenue due.

CHAPTERS
REVENUE OPERATIONS

SECTION 1
MAKING AVAILABLE OF OWN RESOURCES

Article 73
Own resources

An estimate of revenue constituted by own res ources, as referred to in the Council Decision
on the system of the Union's own resources, shall be entered in the budget in euro. It shall be
made available in accordance with the Council Regulation implementing that Decision.

SECTION 2
ESTIMATE OF AMOUNTSRECEIVABLE

Article 74
Estimate of the amount receivable

1. When the authorising officer responsible has sufficient and reliable in formation in respect
of any measure or situation ~ which m ay give rise to an amount owing to the Union, the
authorising officer responsible shall first make an estimate of the amount receivable.

2. The estimate of the amount receivable is adjust ed by the authorising officer responsible as
soon as he is aware of an event modifying the measure or the situation which has generated its

drawing up.

When establishing the recovery order on a measure or situation that had previously resulted in
an estimate of a mounts receivable, the am ounts thereof shall be ad justed accordingly by the
authorising officer responsible.
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When the recovery order is drawn up for the same amount, the estimate of amounts receivable
shall be reduced to zero.

3. By way of derogatio n from paragraph 1, no estim ate of the am ount receiv able shall be
made before Member States make available to the Commission the amounts of own resources
defined in the Council Decision on the system of the Union's own resources which are paid at
fixed interv als by the Mem ber States. The au thorising officer resp onsible shall issue a
recovery order in respect of these amounts.

SECTION 3
ESTABLISHMENT OF AMOUNTSRECEIVABLE

Article 75
Establishment of amounts receivable

1. Establishm ent of an am ount receivable is the act by which the authorising officer by
delegation or subdelegation:

(a) verifies that the debt exists;
(b) determines or verifies the reality and the amount of the debt;
(c) verifies the conditions in which the debt is due.

2. The own resources m ade available to the Commission and any am ount receiv able that is
identified as being certain, of a fixed amount and due must be established by a recovery order
to the accounting officer followed by a debit note  sent to the debtor, both drawn up by the
authorising officer responsible.

3. Amounts wrongly paid shall be recovered.

4. The conditions in which inter est on late payment is due to the Union shall be la id down in
the delegated Regulation referred to in Article 199.

SECTION 4
AUTHORISATION OF RECOVERY

Article 76
Authorisation of recovery

1. The authorisation of recovery is the act wh ereby the authorising officer by delegation or
subdelegation responsible instructs the accoun ting officer, by issu ing a recovery order, to
recover an amount receivable which he has established.

2. The institution m ay formally establish an am ount as bein g receivable from persons other
than Member States by means of a decision which shall be enforceable within the meaning of
Article 299 of the TFEU.
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SECTION 5
RECOVERY

Article 77
Rules on recovery

1. The accounting officer shall act on recovery orders for amounts receivable duly established
by the authorising officer responsible. He shall exercise due diligence to ensure that the Union
receive their revenue and shall see that their rights are safeguarded.

The accoun ting officer shall recover am ounts by offsetting them again st equ ivalent claims
that the Union have on any debtor who hi mself has a claim on the Uni on that is certain, of a
fixed amount and due.

2. Where the respon sible authorising officer by delegation is planning to waive or partially
waive recovery of an established amount receivable, he shall ensure that the waiver is in order
and com plies with the principle of sound fi nancial m anagement and proportionality in
accordance with the procedures and the criteria laid down in the delegated Regulation referred
to in Article 199. The waiver decision m ust be substantiated. The authorising officer m ay
delegate the decision only as laid down in the delegated Regulation referred to in Article 199.

The responsible authorising officer may cancel an establish ed amount receivable in full or in
part, in accordance with the conditions set ou  t in the delegated Regulation referred to in
Article 199. The partial cancella tion of an established am ount receivable does not im ply a
waiver of a Union's established entitlement.

Article 78
Limitation period

Without prejudice to the provisions of specific regulations and th e application of the Council
Decision relating to the Union's own resources system, entitlements of the Union in respect of
third p arties and entitle ments of third parties in respect of the Union shall be subject to a
limitation period of five years.

The date for calculating the lim itation period a nd the conditions for interrupting this period
shall be laid down in the delegated Regulation referred to in Article 199.
Article 79

National treatment for Union entitlements

Amounts receivable by the Unio n shall not be treated less ~ favourably than entitlem ents
belonging to public bodies in  the Mem ber States where the recovery proceeding has been
conducted.
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Article 80
Fines, penalties and accrued interest imposed by the Commission

Amounts received by way of fines, penalties an d sanctions, and any accrued in terest or other
income generated by them shall not be recorded as budgetary revenue as long as the decisions
imposing them may be overruled by the Court of Justice of the European Union.

The amount referred to in the first paragraph sh all be recorded as budgetary revenue at the
latest in the year following the exhaustion of all legal rem edies to the extent that they are not
returned to the entity that paid them in accordance with a judgment of the Court of Justice of
the European Union.

However, a portion not exceeding 2 % of the tota | amounts referred to in the first p aragraph
may be withheld as a guarantee to ensure a minimum return on funds if the decision imposing
the fine is overruled by the Court of Justice  of the European Union. This portion shall be
recorded as budget revenue in following years.

The first paragraph shall not apply to decisions on clearanc e of accounts or financial
corrections.

CHAPTER 6
EXPENDITURE OPERATIONS

Article 81
Financing decision

1. Every item of expenditure shall be committed, validated, authorised and paid.

2. Except in the case of appropriations which ~ can be implem ented without a basic act in
accordance with point (e) of Ar ticle 51(5), th e commit ment of the expenditu re shall be
preceded by a financing decision adopted by the institution or the authorities to which powers
have been delegated by the institution.

SECTION 1
COMMITMENT OF EXPENDITURE

Article 82
Types of commitments

1. The budgetary comm itment is the operation rese rving the appropriation necessary to cover
subsequent payments to honour legal commitments.

The legal commitment is the act whereby th e authorising officer enters into or establishes an
obligation which results in a charge.

The budgetary comm itment and the legal co  mmitment shall be adopted by the same
authorising officer, save in duly substantia  ted cases as provided for in the delegated
Regulation referred to in Article 199.
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2. The budgetary com mitment is individual when the beneficiary and the am  ount of the
expenditure are known.

The budgetary comm itment is global when at leas t one of the elem ents necessary to identify
the individual commitment is still not known.

The budgetary comm itment is provisional when it is intended to ¢ over the expenditure
referred to in Article 162 or r outine administrative expenditure and either the am ount or the
final beneficiaries are not definitively known.

3. Budgetary commit ments for actions extending over m ore than one financial year m ay be
broken down over several years into annual inst alments only where the basic act so provides
or for administrative expenditure.

Article 83
Rules applicable to commitments

1. In respect of any mea sure which may give rise to expenditure chargeable to the budget, the
authorising officer responsible must first make a budgetary commitment before entering into a
legal obligation with thir d parties or transferring funds to a trust fund on the basis of Article
178.

2. The obligation for a budgetary comm itment be fore entering into a legal comm itment as
stipulated in paragraph 1, isnota  pplicable to legal comm itments c oncluded following a
declaration of acr isis situa tion in the f ramework of the Business  Continuity Plan, in
accordance with th e procedures adopted by the Comm ission under its ad  ministrative
autonomy.

3. Subject to the special provisions of Title [V of Part Two, global budget commitments shall
cover the total cost of the corresponding individual legal co mmitments concluded up to 31
December of year n + 1.

Subject to Article 82(3) and Article 195(2) , individual legal comm itments relating to
individual or provisional budgetary commitments shall be concluded by 31 December of year
n.

At the end of the periods referred to in the first and second subparagraphs, the unused balance
of these budgetary commitments shall be decommitted by the authorising officer responsible.

The amount of each individual leg al comm itment adopted following a global co mmitment
shall, prior to signature , be registered by the au thorising officer responsible in the budgetary
accounts and booked to the global comm itment. In case of humanitarian aid operations, civil
protection operations and crisis m anagement aid, and when the urg ency justifies it, the
registration of the amounts may be done immediately after the signature of the corresponding
individual legal commitment.

4. The budgetary and legal comm itments entered into for actions extending over more than
one financial year shall, save in the case of staff expenditure, have a final date for
implementation set in compliance with the principle of sound financial management.
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Any parts of such commitments which have not been executed six months after that date shall
be decommitted in accordance with Article 11.

The am ount of a budget comm itment corresponding to a legal comm itment for which no

payment within the meaning of Article 87 has been made in a period of three years following
the signing of the legal comm itment shall be decommitted, exception made for cases under

litigation before judicial courts or arbitral bodies.

Article 84
Verifications applicable to commitments

1. When adopting a budgetary com mitment, the au thorising officer responsible shall ensure
that:

(a) the expenditure has been charged to the correct item in the budget;
(b) the appropriations are available;

(c) the expenditure conforms to the provisions of the Treaties, of the budget, of
this Regulation, of the delegated Regulat ion referred to in Article 199 of this
Regulation and of all acts adopted in accordance with the T  reaties and
regulations;

(d) the principle of sound financial management is complied with. The opportunity
of prefinancing payments, its amount and the overall payment schedule shall be
commensurate with the planned durati on, the progress in implem entation and
the financial risks such prefinancing entails.

2. When registering a legal comm itment by physical or electronic signat ure, the authorising
officer shall ensure that:

(a) the commitment is covered by the corresponding budgetary commitment;

(b) the expenditure is regular and conforms to the provisions of the Treaties, of the
budget, of this Regulation, of the delega ted Regulation referred to in Article
199 of this Regulation and of all acts a dopted in accordan ce with the Treaties
and the regulations;

(c) the principle of sound financial management is respected.

SECTION 2
VALIDATION OF EXPENDITURE

Article 85
Validation of expenditure

Validation of expenditure is the act whereby the authorising officer responsible:

(a) verifies the existence of the creditor's entitlement;
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(b) determines or verifies the reality and the amount of the claim;

(c) verifies the conditions in which payment is due.

SECTION 3
AUTHORISATION OF EXPENDITURE

Article 86
Authorisation of expenditure

Authorisation of expenditure is the act whereby the authorisi ng officer responsible, having
verified that the appropriations are available and by issuing a paym ent order, instructs the
accounting officer to pay an amount of expenditure which he has validated.

Where periodic payments are made with regard to services rendered, including rental services,
or goods delivered, and subject to his risk an  alysis, the authorising officer m ay order the
application of a direct debit system.

SECTION 4
PAYMENT OF EXPENDITURE

Article 87
Types of payments

1. Payment shall be made on production of proof that the relevant action is in accordance with
the provisions of the basic act or the contract and shall cover one or m ore of the following
operations:
(a) payment of the entire amount due;
(b) payment of the amount due in any of the following ways:
(i)  pre-financing, which may be divided into a number of payments after the
signature of the delegation agreem ent, the contract or grant agreement or

after the reception of the grant decision;

(1) one or more interim payments as a counterpart of a partial execution of
the action;

(i11)) payment of the balance of the am ounts due where the action is
completely executed.

2. A distinction sh all be made in the budgeta ry accountin g between the different types of
payment referred to in paragraph 1 at the time they are made.

3. The accounting rules referred to in Article 1 43 shall include the rules for clearin g the pre-
financing in the accounts and for the acknowledgment of the eligibility of costs.
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4. Pre-financing payments shall be cleared regularly by the responsible authorising officer. To
this effect appropriate provisi ons shall be included inthe ¢ ontracts, grant decisions and
agreements as well as the  delegation agreem ents en trusting im plementation task s to the
entities and persons referred to in point (b) of Article 55(1).

5. Further instalments made to beneficiaries of grants which take the form of a lump sum shall
be treated as interim payments.

Article 88
Payment limited to funds available

Payment of expenditure shall be made by the accounting officer within the limits of the funds
available.

SECTION 5
TIMELIMITSFOR EXPENDITURE OPERATIONS

Article 89
Time limits for expenditure

The validation, authorisation and paym ent of ex penditure must be com pleted within the tim e
limits laid down in the delegated Regulation  referred to in Article 199, which shall also
specify the circum stances in which creditors p aid late are entitled to re ceive default interest
charged to the line from which the principal was paid.

CHAPTER 7
IT SYSTEMS

Article 90
Electronic management of operations

Where revenue and expenditure operations ar e m anaged by m eans of com puter system s,
documents may be signed by a computerised or electronic procedure.

Article 91
Transmission of documents between institutions

Subject to the prior agreem ent of the institutions concerned, any transmission of docum ents
between institutions may be done by electronic means.
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CHAPTER 8
INTERNAL AUDITOR

Article 92
Appointment of the internal auditor

Each institu tion shall e stablish an inte rnal auditing function which must be perfor medin
compliance with the relevant in ternational standards. The internal auditor appointed by the
institution shall be answerable to the latter for verifying the proper operation of budgetary
implementation systems and proced ures. The in ternal auditor may not be either authorising
officer or accounting officer.

For the purposes of the internal auditing of th e EEAS, Heads of Union Delegations, acting as
authorising officers by subdelegatio n in accordan ce with the second paragraph of Article 53
shall be subject to th e verifying po wers of the inte rnal au ditor of the Comm ission for the
financial management subdelegated to them.

The internal auditor of the Comm ission shall also act as the inte rnal auditor of the EEAS in
respect of the implementation of the EEAS section of the budget, subject to Article 208.

Article 93
Powers and duties of the internal auditor

1. The inte rnal aud itor shall advise his in  stitution on dealing with risks, by issuing
independent opinions on the quality of m  anagement and control system s and by issuing
recommendations for im proving the conditi ons of implem entation of operations and
promoting sound financial management.

He shall be responsible in particular:

(a) for assessing the suitability and ef fectiveness of internal management systems
and the performance of departments in implementing policies, programmes and
actions by reference to the risks associated with them;

(b) for assessing the efficiency and effectiv eness of the intern al control and audit
systems applicable to every budgetary implementation operation.

2. The internal auditor shall perf =~ orm his du ties on all the institu  tion's activities and
departments. He shall enjoy full an d unlimited access to all inform ation required to perfor m
his duties, if necessary on the spot, including in the Member States and in third countries.

The internal auditor shall take note of the annual report of th e authorising officers and any
other pieces of information identified.

3. The inter nal auditor shall repo rt to the institution on his findings and recomm endations.
The institution shall ens ure that action is ta ken on recomm endations res ulting from audits.
The internal auditor shall also subm it to th e institution an annual internal audit report
indicating the number and type of internal au dits carried out, the recommendations made and
the action taken on those recommendations.
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4. Each year the institution shall forward a  report to the discharge authority containing a
summary of the num ber and type of internal audits carried out, the recommendations made
and the action taken on those recommendations.

Article 94
Independence of the internal auditor

Special rules applicable to the inter nal auditor shall be laid down by the institu tion and shall
be such as to guaran tee that he is totally independent in the perform ance of his duties and to
establish his responsibility.

If the internal auditor is a member of staff, he shall a ssume responsibility as laid down in the
Staff Regulations and set out in the delegated Regulation referred to in Article 199.
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TITLEV
PROCUREMENT

CHAPTER 1
GENERAL PROVISIONS

SECTION 1
SCOPE AND AWARD PRINCIPLES

Article 95
Definition of public contracts

1. Public contracts are contracts for pecuniary interest concluded in writing between one or
more econom ic operators and one or m  ore cont racting authorities wi thin the m eaning of
Articles 111 and 181, in order to obtain, against pa yment of a price paid in whole or in part
from the budget, the supply of movable or immovable assets, the execution of works or the
provision of services.

These contracts comprise:
(a) building contracts;
(b) supply  contracts;
(c) works  contracts;
(d) service contracts.

2. Framework contracts are con tracts concluded between one or m ore contracting authorities
and one or more economic operators, the purpose of which is to establish the terms governing
contracts to be awarded during a given period, in particular with regard to price and, where
appropriate, the quantity envisaged. They shal 1be governed by the provisions of this Title
concerning the award procedure, including advertising.

3. This Title does not apply to grants, without prejudice to Articles 100 to 103, or t o service
contracts concluded between the Commission, on the one hand, and the European Investm ent
Bank, the European Investm ent Fund or any other subsidiary of the European Investm  ent
Bank, on the other hand.

Article 96
Principles applicable to public contracts

1. All public contracts financed in whole or in  part by the budget sha 1l com ply with the
principles of transparency, proportionality, equal treatment and non-discrimination.
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2. All procurem ent contracts shall be put out to tender on the broadest possible base, except
when use is made of the negotiated procedure referred to in point (d) of Article 98(1).

Contracting authorities may not use framework contracts improperly or in such a way that the
purpose or effect is to prevent, restrict or distort competition.

SECTION 2
PUBLICATION

Article 97
Publication of public contracts

1. All contracts exceeding the thres holds provided for in Article 112 or Article 181 shall be
published in the Official Journal of the European Union.

Contract notices shall be published in advance ex cept in the cases referred to in Article 98(2)
of this Regulation, as specified in the delegated Regulation referre d to in Article 199 of this
Regulation, and for the service contracts covered by Annex IIB to Directive 2004/18/EC.

Publication of certain information after the contract has been awarded may be dropped where
it would hinder application of the law, would be contrary to the public interest or would harm
the legitim ate bus iness inte rests o fpublic o r private undertakings or could distort fair
competition between them.

2. Contracts with a value below the thresholds provided for in Article 112 or Article 181 and
the service contracts referred to in A nnex IIB to Directive 2004/18/EC shall be advertised by
appropriate means, as specified in the delegated Regulation referred to in Article 199.

SECTION 3
PROCUREMENT PROCEDURES

Article 98
Procurement procedures

1. Procurement procedures shall take one of the following forms:
(a) the open procedure;
(b) the restricted procedure;
(c) contes ts;
(d) the negotiated procedure;
(e) the competitive dialogue.

Where a public con tract or a f ramework contract is of interest to two or m ore institutions,
executive agencies or bodies referred to in A rticle 200 and 201, and whenever there is a
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possibility for realising efficiency gains, the contracting authorities concerned shall seek to
carry out the procurement procedure on an interinstitutional basis.

Where a public con tract or framework contract is necessary for the implementation of a joint
action betw een an institution and  a contract ing autho rity from a Mem ber State, the
procurement procedure m ay be carried out jo intly by th e institution and this co ntracting
authority, as specified in the delegated Regulation referred to in Article 199.

2. For contracts where the value exceeds the thresholds provided for in Article 112 or Article
181, use of the negotiated procedur e shall be authorised only in the cases provided for in the
delegated Regulation referred to in Article 199.

3. The thresholds below which the contract ing autho rity m ay eith er us e a n egotiated
procedure or, by way of derogation from the first subparagraph of Article 95(1), simply pay
costs against invoices shall be determined in th e delegated Regulation referred to in Article
199.

4. The delegated Regulation referred to in Article 199 shall define the procurement procedure,
referred to in paragraph 1, applicable to serv ice contracts covered by Annex IIB to Directive
2004/18/EC and to contracts which are declared  to be secret, whose perform ance must be

accompanied by special security measures, or when the protection of essential interests of the
Union so requires.

Article 99
Content of tender documents

Tender documents shall give a full, clear and precise description of the subject of the contract
and specify the exclusion, selection and award criteria applicable to the contract.

Article 100
Exclusion criteria applicable for participation in tenders

1. Candidates or tenderers shall be excluded from participation in procurement procedures if:

(a) they are bankrupt or being wound up, ar e having their affairs adm inistered by
the courts, have en tered into an ar rangement with creditors, have suspended
business activities, are the subject o f proceedings concerning those matters, or
are in any analogous situation arising from a similar procedure provided for in
national legislation or regulations;

(b) they or persons having powers of re  presentation, decis ion m aking or control
over them have been convicted of an  offence concerning their professional
conduct by a judgm ent of a com petent authority of a Member State which has
the force of res judicata;

(c) they have been guilty of grave professional m isconduct proven by any m eans

which the contracting authority can ju stify including by decisions of the EIB
and international organisations;
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(d) they are not in com pliance with th eir ob ligations relating to the paym ent of
social security contributions or the pa yment of taxes in a ccordance with the
legal provisions of the country in w hich they are established or with those of
the country of the contracting authority  or those of the  country where the
contract is to be performed;

(e) they or persons having powers of re presentation, decis ion making or control
over them have been the subject ofa  judgment which has the force of re s
judicata for fraud, corruption, involvem ent in a crim inal organisation, money
laundering or any other illegal activity, where such an illegal activity is
detrimental to the Union's financial interests;

(f)  they are cu rrently subje ct to an ad ministrative penalty ref erred to in Artic le
103(1).

Points (a) to (d) shall not apply in the case of purchase of supplies on particularly
advantageous terms from a supplier which is definitively winding up its business activities o r
from the receivers or liquidators of a bankrupt cy, through an arrangem ent with creditors, or
through a similar procedure under national law.

Points (b) and (e) shall not apply when the candidates or tenderers can dem onstrate that
adequate measures have been adopted agains t the persons having pow ers of representation,
decision making or control over them who are s ubject to the judgem ent referred to in points

(b) or (e).

2. In case of a negotiated procedure where, for  technical or artistic reasons, or for reasons
connected with the protection of exclus ive rights, the co ntract can be awarded only to a
particular economic operator, the institution may decide not to exclude the economic operator
at stake on the grounds referred to in para graph 1, points (a), (c) and (d) if this is
indispensable in order to ensure the continuity of service of the institution. In this case, it shall
motivate its decision.

3. Candidates or tenderers shall cer tify that th ey are notin one of the situations listed in
paragraph 1. However, the contracting authorit y may refrain from requiring such certification
for very lo w value con tracts, as sp ecified in the delegated Regulation r eferred to in Artic le
199.

For the purpose of the correct application of paragraph 1, the candidate or tenderer, whenever
requested by the contracting authority, must:

(a)  where the candidate or tenderer isa  legal entity, provide infor mation on the
ownership or on the m anagement, control and power of representation of the
legal entity and cer tify that th ey are not in one of the situat ions referred to in
paragraph 1;

(b) where subcontracting is envisaged, cert ify that the subcontr actor is not in one
of the situations referred to in paragraph 1.

4. The delegated Regulation referred to in Ar ticle 199 shall determ ine the m aximum period
during which the situations referred to in paragr aph 1 give rise to the exclusion of candidates
or tenderers from participation in a procur ement procedure. The m aximum period shall not
exceed 10 years.
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Article 101
Exclusion criteria applicable during procurement procedure

A contract shall not be awarded to candida  tes or tenderers who, during the procurem  ent
procedure for this contract:

(a) are subject to a conflict of interest;

(b) are guilty o f misrepresentation in supplying th e inform ation required by the
contracting authority as a condition of participa tion in the pro curement
procedure or fail to supply this information;

(c) find them selves in one of the situ ations of exclusion, re ferred to in Artic le
100(1), for this procurement procedure.

Article 102
Central exclusion database

1. A central database shall be set up and ope  rated by the Comm ission in com pliance with
Union rules on the protection of personal data . The database shall contain details of
candidates and tenderers which is in one of the situations referre d to in A rticle 100, point (b)
of Article 103(1) and point (a ) of Article 103(2). It shall be ~ common to the institutions,
executive agencies and the bodies referred to in Article 200.

2. The authorities of the Mem ber States and th ird countries as well as the bodies, other than
those referred to in paragraph 1, particip ating in the implem entation of the budget in
accordance with Articles 55 and 58, shall comm unicate to the com petent authorising officer
information on candidates and tenderers which are in one of the situations referred to in point
(e) of Article 100(1), w here the conduct of the operator concer ned was detrim ental to the
Union's financial interest. The au thorising of ficer shall receive this inf ormation and request
the accounting officer to enter it into the database.

The authorities and bodies m entioned in the first subparagr aph shall have access to the
information contained in the database and may take it into account, as appropriate and on their
own responsibility for the award of contracts associated with the im plementation of the
budget.

3. The European Central Bank, th e European Investm ent Bank and the European Investm ent
Fund shall have access to the inform  ation c ontained in the database for the purpose of
protecting their own funds and may take it into account, as appropriate and on their own
responsibility for the award of contracts in accordance with their procurement rules.

They shall comm unicate to the Comm ission information on candidates and tenderers which
are in one of the situa tions referred to in point (¢) of Ar ticle 100(1), where the conduct of the
operators concerned was detrimental to the Union's financial interests.

4. Transparent and coherent criteria to ensu  re proportionate application of the exclusion
criteria shall be laid down in the delega ted Regulation referred to  in Article 199. The
Commission shall define standardised proced  ures and technical sp  ecifications f or the
operation of the database.
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Article 103
Administrative and financial penalties

1. The contracting authority m  ay i mpose adm inistrative or financial penalties on the
following:

(a) contractors, candidates or tenderers in  the cases referred to in point (b) of
Article 101;

(b) contractors who have been declared to be in serious breach of their obligations
under contracts covered by the budget.

In all cases, however, the contracting authorit ~ y m ust first give the person concerned an
opportunity to present his observations.

2. The penalties referred to in paragraph 1 sh  all be proportionate to the im portance of the
contract and the seriousness of the misconduct, and may consist in:

(a) the exclusion of the candidate or te  nderer or contractor concerned from the
contracts and grants financed by th e budget, foram aximum period of ten
years; and/or

(b) the payment of financial penalties by the candidate or tenderer or contractor up
to the value of that contract.

3. Decisions or summ ary of decisions indicatin g the nam e of the econom ic operator, a short
description of the facts, the dur ation of the exclusion or the am ount of the financial penalties
may be published by the institution.

Article 104
Award criteria for contracts

1. Contracts shall be aw arded on the basis of award criteria appl icable to the content of the
tender after the capability of econom ic operators not excluded under Articles 100, 101 and
point (a) of Article 10 3(2) has b een checked in acco rdance with th e selection criteria
contained in the documents relating to the call for tenders.

2. Contracts shall be awarded by the autom atic award procedure or by the best-value-for-
money procedure.

Article 105
Submission of tenders

1. The arran gements for submitting tenders sh all be such as to ensure that the re is genuine
competition and that th e contents of tenders remain confidential until they are all opened
simultaneously.

2. If deemed appropriate and proportionate, the contracting authority may require tenderers, as
provided in the delegated Regulation referred to in Article 199, to lodge a security in advance
as a guarantee that the bids made will not be withdrawn.
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3. With the exception of the low value contracts referred to in Article 98(3), applications and
tenders shall be opened by an opening boarda  ppointed f or this purpose. Any tender or
application declared by the board not to satisfy the conditions laid down shall be rejected.

4. All requests to participate or tenders de  clared by the opening board as satisfying the
conditions laid down shall be evaluated, on the basis of the criteria provided in the docum ents
relating to the call for tenders, in order to propose to the contracting authority the award of the
contract or to proceed with an electronic auction.

Article 106
Principles of equal treatment and transparency

While the procurement procedure is under way, all contacts between the contracting authority
and candidates or tenderers m  ust satisfy  conditions ensuring tran sparency and equal
treatment. They may not lead to amendment of the conditions of the contract or the term s of
the original tender.

Article 107
The award decision

1. The auth orising officer shall decide to whom the contract is to be awarded, in co mpliance
with the selection and a ward criteria laid down in adv ance in the documents relating to the
call for tenders and the procurement rules.

2. The contracting authority sha 1l notify all candidates or tende rers whose applications or
tenders are rejected of the grounds on which the decision was taken, and all tenderers who
meet the exclusion and the selection criteria and who make a request  in writin g of the
characteristics and relative advantages of the successful tender and the name of the tenderer to
whom the contract is awarded.

However, certain details need not be disclose d where disclosure woul d hinder application of
the law, would be contrary to the public in  terest or would harm the legitim ate business
interests of public or private undertakings or  could distort fair com petition between those
undertakings.

Article 108
Cancellation of the procurement procedure

The contracting authority m ay, before the contra ct is signed, either abandon the procurem ent
or cancel the award procedure without the candidates or tenderers being entitled to claim any
compensation.

The decision m ust be substantiated and be br  ought to the attention of the candidates or
tenderers.
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SECTION4
GUARANTEES AND CONTROL

Article 109
Guarantees

1. The contracting authority sha 1l require contractors to lod ge a guarantee in advance in the
cases specified in the delegated Regulation referred to in Article 199.

2. The contracting authority m  ay, if it deem s it appropriate and proportionate, require
contractors to lodge such a guarantee in order to:

(a) ensure full performance of the contract or

(b) limit the financial risks connected with payment of pre-financing.

Article 110
Errors, irregularities and fraud in the procedure

Where the award procedure proves to have been s ubject to substantial errors, irregularities or
fraud, the contracting authority shall suspend th e procedure and may take whatever m easures
are necessary, including the cancellation of the procedure.

Where, after the award of the contract, the award procedure or the performance of the contract
prove to have been subject to  substantial errors, irregulari ties or fraud, the contracting
authority may, depending on the stage reached in the procedure, refrain from concluding the
contract or suspend performance of the contract or, where appropriate, terminate the contract.

Where those errors, irregularities o r fraud are at tributable to the contractor, the contracting
authority may in addition refuse to make payments, may recover amounts already paid or may
terminate all the contracts concluded with this contractor, in proportion to the seriousness of
the errors, irregularities or fraud.

CHAPTER 2
Provisions applicable to contracts awarded by the institutions on
their own account

Article 111
The contracting authority

The institutions shall be deemed to be contracting authorities in the case of contracts awarded
on their ow n account. They shall delegate, in  accordan ce with Article 62, then ecessary
powers for the exercise of the function of contracting authority.
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Article 112
Thresholds applicable

1. Subject to Title IV of Part Two of this  Regulation, Directive 2004/18/EC lays down the
thresholds which determine:

(a) the publication arrangements referred to in Article 97;
(b) the choice of procedures referred to in Article 98(1);
(c) the corresponding time limits.

2. Subject to exceptions and cond itions specified in the delegate d Regulation referred t o in
Article 199 , the contr acting au thority sha 1l not, in the case of contracts covered by
Directive 2004/18/EC, sign the contract or fram ework contract with the successful tenderer
until a period of standstill has elapsed.

Article 113
Rules on tender participation

Participation in tender ing procedures shall be open on equ al terms to all n atural and legal
persons coming within the scope of the Treaties and to all natural and legal persons in a third
country which has with the Union a special ag  reement in the field of public procurem ent
under the conditions laid down in that agreement.

Article 114
Procurement rules of the World Trade Organisation

Where the Multilateral Agreement on Government Procurement concluded within the W orld
Trade Organisation app lies, the con tracts shall also be open to nationals of the States which
have ratified this agreement, under the conditions laid down in that agreement.
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TITLE VI
GRANTS

CHAPTER 1
Scope and form of grants

Article 115
Scope of grants

1. Grants are direct financial contributions, by way of donation, from the budget in order to
finance any of the following:

(a)
(b)

an action intended to help achieve an objective forming part of a Union policy;

the functioning of a body which pursues an aim of general European interest or
has an objective forming part of a Union policy (operating grants).

They shall be covered either by a written ag reement or by a Comm ission decision notified to
the successful applicant.

2. The following shall not constitute grants within the meaning of this Title:

(a) expenditure on the m embers and s taff of the institu tions and contributions to
the European schools;

(b) public contr acts ref erred to in Artic le 95 and aid paid asm  acro financial
assistance and budgetary support;

(c) financial in struments a s referred to  in Title VIII of Part One, as well as
shareholdings or equity partic ipations in inter national f inancial institutions
such as the European Bank for Rec onstruction and Developm ent (EBRD) or
specialised Union bodies such as the European Investment Fund;

(d) contributions paid by the Union as s ubscriptions to bodies of which they are
members;

(e) expenditure im plemented under indirect m anagement within the m eaning of
Articles 55, 56 and 57;

(f) contributions m ade by virtue of thei r constitutive basic act to bodies set up
under Article 59;

(g) expenditure relating to fisheries m arkets referred to in ~ Article 3(2) (f) of
Council Regulation (EC) No 1290/2005";

2 OJ L 209, 11.08.2005, p. 1.
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(h) repayment of travel and subsistence expenses incurred by, or where appropriate
any other indemnities paid to, persons invited or mandated by the institutions.

(i)  prizes given as rewards for a contest, to which Title VII of Part One applies.
3. Each institution m ay award grants for comm unication activities where, for duly justified
reasons, the use of public procurement procedures is not appropriate.

Article 116
Forms of grants

Grants may take any of the following forms:

(a) reimbursement of a specified proportion of the eligible costs actually incurred;

(b)1 ump sums;

(c) standard scale of unit costs;

(d) flat-rate  financing;

(¢) acombination of the forms referred to in points (a) to (d).

CHAPTER 2
Principles

Article 117
General principles applicable to grants

1. Grants shall be subject to the principles of transparency and equal treatment.
2. They may not be cumulative or awarded retrospectively.

3. Grants must involve co-financi ng without prejudice to the sp ecific rules laid down in Title
IV of Part Two.

Grants shall not exceed an overall ceiling expresse d in term s of an absolute value which is
established on the basis of estimated eligible costs.

The grant shall not exceed the eligible costs.

4. Grants may not have the purpose or effect of producing a profit within the framework of
the action or the work programme of the beneficiary.

The first subparagraph shall not apply to:

(a) actions the objective of which is the reinforcement of the financial capacity of
a beneficiary or the generation of an income;

(b) study, research or training scholarships paid to natural persons;
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5. If a political party at Union level realises a surplus of income over expenditure at the end of
a financial year for which it received an operating grant, part of that surplus up to 25 % of the
total income for that year m ay, by derogation fr om the no-profit rule laid down in paragraph
2, be carried over to the following year provided th  at it is used before the end of the first
quarter of this following year.

For the purpose of verifying compliance with the no-profit rule, th e own resources, in
particular donations and m embership fees, aggregated in the a nnual operations of a political
party at Union level, which exceed 15 % of the eligible costs to be bor ne by the beneficiary,
shall not be taken into account.

The second subparagraph shall no t apply if the financial reserv  es of a political party at
European level exceed 100 % of its average annual income.

6. For lum ps sums, standard scale of unit costs and flat rate financing, the no-profit and the
co-financing rules laid down in paragraphs 3 and 4 shall be reasonably ensured at the time of
their determination or at the stage of the evaluation of the grant application.

7. Articles 122, 123 and 124 shall not apply to gran ts awarded to the European Investm ent
Bank, the European Investment Fund or any other subsidiary of that Bank.
Article 118
Transparency

1. Grants shall be subject to a work programme, to be published at the start of the year.

That work programm e shall be implem ented through the publication of calls for proposals,
save in duly substantiated excep tional cases of urgency or wher e the characteristics of the

beneficiary or of the action leav e no other choice for a given action, or where the beneficiary
is identified in a basic act as recipient of a grant.

The first subparagraph shall not apply to cris is management aid, civi | protection operations
and humanitarian aid operations.

2. All grants awarded in the course of a fi nancial year shall be p ublished an nually in
accordance with Article 31(2) and (3).
Article 119

Principle of non-cumulative award

Each action m ay give rise to the award of  only one grant from the budget to any one
beneficiary, except where the relevant basic acts authorise otherwise.

A beneficiary may be awarded only one operating grant from the budget per financial year.

The applicant shall im mediately inform the authorising of ficers of any multiple ap plications
and multiple grants relating to the same action or to the same work programme.

In no circumstances shall the same costs be financed twice by the budget.
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Article 120
Retroactive award

1. A grant m ay be awarded for an action whic h has already begun only where the applicant
can demonstrate the need to start the action before the grant is awarded.

In such cases, costs eligible for fin ancing may not have been incurred prior to the date of
submission of the grant application, save in du ly substantiated exceptional cases as provided
for in the basic act or in case of extrem e urgency for crisis m anagement aid, civil protection
operations and humanitarian aid operations.

No grant may be awarded retrospectively for actions already completed.

2. An operating grant shall be awarded within si x months after the start of the beneficiary' s
budgetary year. Costs eligible for financing m ay neither have been incurred before the grant
application was lodged nor before the start of the beneficiary's budgetary year.

Article 121
Principle of degressive award

Unless oth erwise sp ecified in th e basic act or in the financing decisi on for grants awarded

under point (d) of Article 51(5) w ith regard to bodies pursuing an objective of general Union
interest, when opera ting grants are renewed for a period exceeding four years, they shall b e
gradually decreased after the fourth year.

CHAPTER 3
Award procedure

Article 122
Applications for grants

1. Grant applications shall be submitted in writing.
2. Grant applications shall be eligible if submitted by the following:
(a) legal persons;

(b) natural persons in so f ar as this is required by the nature or characteristics of
the action or the objective pursued by the applicant.

For the purposes of point (a), grant applications may be eligible if submitted by entities which
do not have legal personality under the applicable nationa 1 law, provided that their
representatives have the capacity to undertake legal obligations on the behalf of the entity and
offer guarantee for the protection of the Union' s financial interests equivalent to that offered
by legal persons.

3. Articles 100 to 103 shall also apply to grant appli cants. Applicants must certify that they
are not in one of the situati ons referred to in A rticles 100 to 103. Howeve r, the authorising
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officer may refrain from requiri ng such certification, as specifie d in the delegated Regulation
referred to in Article 199, for any of the following:

(a) very low valued grants;
(b)  when such certification has recently been provided in another award procedure;
(c) when there is a material impossibility to provide such certification.

4. Administrative and financial penalties whic h are effective, proporti onate and dissuasive
may be imposed on applicants by the authorising officer, in accordance with Article 103.

Those penalties m ay also be im posed on beneficiaries who at the m oment of the subm ission
of the application or during the implementation of the grant, have made false declarations in
supplying the inform ation required by the au  thorising officer or fail to supply that
information.

Article 123
Salection and award criteria

1. The selection criteria shall be such as to make it possible to assess the applicant's ability to
complete the proposed action or work programme.

2. The award criteria announced in advance in the call for proposals shall be such as to m ake
it possible to assess th e quality of the proposals submitted in the light of the objectives and
priorities set.

Article 124
Evaluation procedure

1. Proposals shall be evaluated, on the basis of pre-announced se lection and award criteria,
with a view to determining which proposals may be financed.

2. The authorising officer responsible shall then, on the basis of the evaluation provided for in
paragraph 1, draw up the list of beneficiaries and the amounts approved.

3. The authorising officer respons ible shall inform applicants in writing of the decision on
their application. If the grant requested is not awarded, the institution shall give the reasons
for the reje ction of the applica tion, with ref erence in particular to th e selection a nd award
criteria already announced.
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CHAPTER 4
Payment and control

Article 125
Pre-financing guarantee

The authorising officer responsible may, if he deems it appropriate and proportionate, require
the beneficiary to lodge a guarant ee in advance in or der to limit the financial risks connected
with the payment of pre-financing.

Article 126
Payment of grants and controls

1. The am ount of the grant shall not becom e final until after the authorising officer
responsible has accep ted the final reports and  accounts, without prejudice to su  bsequent
checks by the institution.

2. Where substantial errors, irre gularities or fraud are committed during the award p rocedure
or the implementation of the grant and after the beneficiary ha s been given the opportunity to
make his observations, the res ponsible authorising officer m ay take any of the m easures
referred to in Article 110.

3. Where controls or audits dem onstrate that re current errors exist for one beneficiary which
also have an im pact on non-audited projects in  which that beneficiary participates or has
participated, the authorising officer m ay ex tend the findings to those non audited projects
which m ay still be a udited ina ccordance with the grant agreement and request the
reimbursement of the related amount.

The beneficiary m ay, within an adversarial pr ocedure, challenge the correction ap plied by
demonstrating that the calculation of corrections is erroneous and submitting new calculation.

CHAPTERS
| mplementation

Article 127
Subcontracting and grant redistribution

1. Where implem entation of the action, or the work programme in case of operating grant,
requires the award of procurem ent contracts by th e beneficiary, the relevant procedures shall
be as set out in the delegated Regulation referred to in Article 199.

2. Where implementation of the action or the work programme require s financial support to
be given to third parties, the beneficiary of a Union grant m ay give s uch financial support
provided that the following conditions are met:
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(a) before awarding the grant, the responsi ble authorising officer has verified that
the beneficiary offers adequate guarant ees as regards the recovery of amounts
due to the Commission;

(b) the conditions for the giving of such  support are strictly de fined in the grant
decision or agreement between the beneficiary and the Commission, in order to
avoid the exercise of discretion by the beneficiary;

(c) the am ounts concerned are sm all, as defined in the Delegated Regulation
referred to in Article 199.

3. Each grant decision or agreement shall provide expressly for the Commission and the Court
of Auditors to exercise their powers of control, on docum ents and on the prem ises and on

information, even stored on electronic m edia, over all third parties who have received Union
funds.
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TITLE VII
PRIZES

Article 128
Definition
For the purposes of this Regulation, "prizes" shall m ean financial contributions awarded
following contests.
Article 129
General rules

1. Prizes are subject to the principles of transparency and equal treatment.

2. Prizes shall be part of the work programm e referred to in Article 118 and adopted by the
Commission and shall be subject to Article 118(2).

The rules of the contest shall at least establish the award conditions, the criteria, the amount of
the prize and the modality of payment.

Prizes may not be awarded directly without a contest and shall be subject to publication in the
same way as call for proposals.

3. Prizes shall be awarded by th e responsible authoris ing officer or by a jury. They shall be
free to decide whether or not to award prizes depending on their appraisal of the quality of the
entries by reference to the rules of the contest.

4. The amount of the prize shall not be linked to the costs incurred by the recipient.

5. W here prizes exceed ing EUR 500.000 are awarded by a benefi ciary of a grant or by a
contractor, their award conditions and criteria shall be approved by the Commission.
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TITLE VIII
FINANCIAL INSTRUMENTS

Article 130
Definition and scope

1. For the purpose of this Regul ation, "financial instruments" shall mean Union m easures of
financial support provided from the budget in order to addr ess a specific po licy objective by
way of loans, guarantees, equity or quasi-equity investm ents or participations, or other risk-

bearing instruments, possibly combined with grants.

2. The provisions of this Title shall also appl y to e lements directly rela ted to f inancial
instruments, including technical assistance.

3. The Comm ission may implement financial instru ments in direct m anagement mode, or in
indirect management mode by entrusting tasks to the entities referred to in points (iii) and (iv)
of Article 55(1)(b).

Article 131
Principles applicable to financial instruments

1. Financial instrum ents shall be provided to fi nal recipients of Union funds in accordance
with sound financial m anagement, transparency and equal treatm ent and in acco rdance with
the objectives established in the basic act that applies to those financial instruments.

2. Without prejudice to points (d) and (e) of article 46(1), the budgetary expenditure linked to
a financial instrument shall be kept within the relevant budgetary commitment made for it.

3. Financial intermediaries involved in the execution of financial operations under a financial
instrument shall com ply with relevant sta ndards on the prevention of money laundering and
fight against terrorism. They shall not be establ ished in territories whose jurisdictions do not
co-operate with the U nioninr elation to th e applicatio n of intern ationally ag reed tax
standards.

4. Each agreement between an entity referred to in point (iii) and (iv) of Article 55(1)(b) and a
financial intermediary referred to in paragraph 3 shall provide expressly for the Commission
and the Court of Auditors to ex ercise th eir powers of control, on docum ents and on the
premises and on information, even stored on elec tronic media, over all third parties who have
received Union funds.
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TITLEIX
PRESENTATION OF THE ACCOUNTSAND
ACCOUNTING

CHAPTER 1
Pr esentation of the accounts

Article 132
Structur e of the Union accounts

The Union accounts shall comprise:

(a) the consolid ated financial statem ents, which present the co nsolidation of the
financial information contained in the financial statem ents of the institutions
financed by the budget, those of the bodi es referred to in  Article 200 and of
other bodies whose accounts m ust be cons olidated in acco rdance with Union
accounting rules;

(b) the aggregated budgetary accounts which present the inform ation contained in
the budgetary accounts of the institutions financed by the budget.

Article 133
Report on budgetary and financial management

1. Each institution and body referred to in Ar ticle 132 shall prepare a report on budgetary and
financial management of the financial year.

They shall send the report to the bud getary authority and the Court of Auditors, by 31 Marc h
following the financial year.

2. The report referred to in paragraph 1 shall give an account, at least, of the rate of
implementation of the appropria tions together with summ ary information on the tran sfers of
appropriations among the various budget items.

Article 134
Rules governing the accounts

The financial statem ents referred to in Article 132 shall co mply with the Union accounting
rules as ado pted by th e Accounting Officer of the Comm ission and shall present a true and
fair view of the assets and liabilities, charges, income and cash flow.

The budgetary accounts referred to in Article 13 2 shall comply with the budgetary principles

laid out in this Regulation. They shall present a true and fair view of the budgetary revenue
and expenditure operations.
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Article 135
Accounting principles

The financial statem ents referred to in Article 132 shall present inf ormation, including
accounting policies, in a m anner that provi  des relevant, reliable, com  parable and
understandable inform ation. They shall be ~ drawn up in com pliance with the generally
accepted accounting principles as outlined in the Union's accounting rules.

Article 136
Financial statements

1. The financial statements shall be presented in millions of euro and shall comprise:

(a) the balance sheet and th e statement of financial perform ance, which represent
the assets and liabilities and f inancial situation and the economic result at 31
December of the previo us year; they shall be presente d in accordance with the
relevant accounting rules adopted by the Accounting Officer of the
Commission,;

(b) the cash-flow statement showing amounts collected and disbursed during the
year and the final treasury position;

(c) thes tatement of chan gesinn et assets presenting an overview of the
movements during the year in reserves and accumulated results.

2. The notes to the financial statements shall s upplement and comment on the inform ation
presented in the statements referred to in ~ paragraph 1 and shall supply all the additional
information prescribed by the relevant account ing rules adopted by the Accounting O fficer of
the Commission.

Article 137
Budgetary implementation reports

The budgetary im plementation rep orts shall b e presented in m illions of euro. T hey shall
comprise:

(a) the budget implementation reports, which aggregate all budgetary operations
for the year in terms of revenue and expenditure;

(b) the notes to the budget im plementation reports, which shall supplement and
comment on the information given in the reports.

The structure in which b udget implementation reports are pre sented shall be the sam e as that of
the budget itself.
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Article 138
Provisional accounts

The accounting officers of the other institutions and bodies referred to in Article 132 shall
send to the accounting officer of the Commission and to the Court of Auditors by 1 March of
the following year at the latest their provisional accounts.

The accounting officers of the other institutions and bodies referred to in article 132 shall also
send by 1 March of following year at the latest a reporting p ackage to the accoun ting officer
of the Comm ission, in a standardized form at as laid down by the accounting officer of the
Commission for consolidation purposes.

The accounting officer of the Comm ission shall consolidate these prov isional accounts with
the Commission's provisional accounts and shall send to the Court of Auditors, by 31 March
of the following year at the la test, the Comm ission's and the consolidated Union provisional
accounts.

Article 139
Approval of the final consolidated accounts

1. The Court of Auditors shall, by the 1st of June at the latest, m ake its observations on the
provisional accounts of other in stitutions and each body referred to in Article 132, and by 15
June at the latest, m ake its observations on the provisional accounts of the Comm ission and
the consolidated Union provisional accounts.

2. The institutions o ther than th e Commission, and each of the bodies re ferred to in Article
132, shall draw up their final ~ accounts and send them to th e accounting officer of the
Commission, the Court of Auditors, the European Parliament and the Council by 1 July of the
following year at the latest with a view to drawing up the final consolidated accounts.

The accounting officers of the other institutions and bodies referred to in Article 132 shall
also send by 1 July of the following year at th e latest, a reporting package to the accounting
officer of the Commission, in a standardized format as laid down by the accounting officer of
the Commission for consolidation purposes.

3. The accounting officer of each institu tion and body referred to in Article 132 s hall also
send to the Court of Auditors, with copy to th e accounting officer of the Comm ission, at the
same date as the transmission of his final accounts, a representation letter covering these final
accounts.

The final accounts shall be accom panied by a n ote established by the accounting officer, by
which he decla res tha t they were prepared in accordanc e with this Title and with the
applicable accounting principles, rules and methods.

4. The accounting officer of the Commission shall prepare the final consolidated accounts on

the ba sis of the information pres ented by the other ins titutions and b odies ref erred to in
Article 132 under parag raph 2. The final conso lidated accounts shall b e accom panied by a
note established by the accounting officer of the Commission, by which he declares that they
were prep ared in accordance wi th Title IX an d w ith the accounting principles, rules an d
methods set out in annex to the financial statements.
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5. After approving the final consolidated accounts and its own final accounts, the Commission
shall s end them both to the Europ ean Parlia ment, the Council and th e Court of Auditors
before 31 July of the following financial year.

By the sam e date, the a ccounting o fficer of the Commission shall trans mit a representation
letter covering the final consolidated accounts to the Court of Auditors.

.6 The final consolidated account s shall be published in the Official Journal of the European
Union together with the statem ent of assurance given by the Court of Auditors in accordance

with Article 287 of the TFEU and Article 160c of the Euratom Treaty by 15 November of the
following financial year.

CHAPTER 2
I nfor mation on the implementation of the budget

Article 140
Report on the budgetary guarantees and risks

In addition to the statem ents provided for in Articles 136 and 137, the Comm ission shall
report to the European Parl iament and to the Council once a year on budgetary guarantees
referred to in point (d) of Article 46(1) and the corresponding risks.

This information shall be sent to the Court of Auditors at the same time.
Article 141
Budget implementation report

1. In addition to the statem ents provided for in Articles 136 and 137, the Comm ission's
accounting officer shall send once a month to the European Parliam ent and to the Council
figures, aggregated at chapter level at least, on the im plementation of the budget, both for
revenue and for expenditure against all appropriations.

These figures shall also provide details of the utilisation of appropriations carried over.
The figures shall be sent within 10 working days following the end of each month.

2. Three tim es a year, within the 30 worki ng days following 31 May, 31 August and 31
December, the Commission's accounting officer shall send to the European Parliament and to
the Council a report on the im  plementation of the budget, covering both revenue and
expenditure broken down by chapter, article and item.

This report shall also provide details of the u tilisation of appropriations carried over from
previous financial years.

3. The figures and the report on implementation of the budget shall at the same time be sent to
the Court of Auditors.
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CHAPTER 3
Accounting

SECTION 1
COMMON PROVISIONS

Article 142
The accounting system

1. The institution' s acco unting system is the sy stem serving to organise the budgetary and
financial information in such a way that figures can be input, filed and registered.

2. The acco unts shall consist of general accou nts and bud getary acco unts. These accounts
shall be kept in euro on the basis of the calendar year.

3. Notwithstanding paragraph 2, the authorising  officer by delegation may keep analytical
accounts.

Article 143
Common provision to the institutions' accounting system

1. The accounting officer of the Commission shall, after con sulting the accounting officers of
the other institutions and bodies referred to in Article 132, adopt the accounting rules and the
harmonised chart of accounts to be applied by a 11 the institutions financ ed by the budget, the

offices referred to in Title V of Part Two and all the bodies referred to in Article 132.

2. When adopting the rules and m ethods referred to in paragraph 1, th e accounting officer of
the Commission shall be guided by the internat ionally accepted accoun ting standards for the
public sector but m ay depart from them where justified by the specific nature of the Union's
activities.

SECTION 1
GENERAL ACCOUNTS

Article 144
The general accounts

The general accounts shall record, in chronolog ical order using the double entry method, all
events and operations which affect the econom ic and f inancial situation and the assets and
liabilities of the institutions and bodies referred to in Article 132.

Article 145
Entriesin the accounts

1. Movements on the accounts and the balances shall be entered in the accounting ledgers.
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2. All accounting entries, including adjustments to the accounts, shall be based on supporting
documents, to which they shall refer.

3. The accounting system must be such as to leave a trail for all accounting entries.

Article 146
Accounting adjustments

The accounting officer shall, after the close of  the budgetary year and up to the date of
presentation of the accounts, make any adjustments which, without involving disbursement or
collection in respect of that year, are necessary for a tr ue and fair presentation of the accounts

which complies with the Union's accounting rules.

SECTION 3
BUDGETARY ACCOUNTS

Article 147
Budgetary accounting

1. The budgetary accounts provide a detailed record of budgetary implementation.

2. For the purposes of paragraph 1, the budgetary accounts shall record all budgetary revenue
and expenditure operations provided for in Title IV of Part One.

CHAPTER 4
Property inventories

Article 148
The inventory

1. Each institution and each body referred to in Article 132 shall keep inventories showing the
quantity and value of all the Union' s tangible, in tangible and financial as sets in acco rdance
with a model drawn up by the accounting officer of the Commission.

Each institution and each body referred to in Article 132 shall check that entries in the
inventory correspond to the actual situation.

2. The sale of property shall be suitably advertised.
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TITLEX
EXTERNAL AUDIT AND DISCHARGE

CHAPTER 1
External audit

Article 149
External audit by the Court of Auditors

1. The European Parliam ent, the Council and the Commission shall inform the Court of
Auditors, as soon as possible, of all decisions and rules adopted pursuant to Articles 9, 13, 18,
22,23, 25 and 37.

2. Each institution shall inform the Court of Auditors and the budgeta ry authority of any
internal rules it adopts in respect of financial matters.

3. The Court of Auditors shall be informed of the appointment of authorising officers, internal

auditors, accounting officers and imprest adm inistrators and of de legation decisions under
Articles 53, 65, 66, 67 and 92.

Article 150
Rules and procedure on the audit

1. The examination by the Court of Auditors of whether all reve nue has been received and all
expenditure incurred in a lawful and proper manner shall have regard to the provisions of the
Treaties, the budget, this Regulation, the dele gated Regulation referred to in Article 199 and

all other acts adopted pursuant to the Treaties.

2. In the perform ance of its tas k, the Court of Auditors sh all be en titled to consu It, in th e
manner provided for in Article 152, all documents and inform ation relating to the financial
management of departments or bodies with rega rd to operations financed or co-financed by
the Union. It shall have the power to make enquiries of any offi cial responsible for a revenue
or expenditure operation and to use any of the auditing procedures appropriate to the
aforementioned departments or bodies. The audit in the Member States shall be carried out in
conjunction with th e n ational aud it ins titutions or, where they do no t have the necessary
powers, with the national departm ents responsib le. The Court of Auditors and the national
audit bodies of the Member States shall cooperate in a spirit of trust w hile maintaining their
independence.

In order to obtain all the necessary information for the performance of the task entrusted to it
by the Treaties or the acts adopted pursuant to them, the Court of Auditors may be present, at
its request, during the audit operations carried out with in the fram ework of the
implementation of the budget by, or on behalf of, any institution.
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At the requ est of the Court of Auditors, each institution shall authorise financial institutions
holding Community deposits to enable the Court of Auditors to ensure that external data tally
with the accounts.

3. In order to perform its task, the Court of  Auditors shall no tify the in stitutions and
authorities to which this Regulation applies of the nam es of the members of its staff who are
empowered to audit them.

Article 151
Controlsregarding securities and cash

The Court of Auditors shall ensu re that a 11 securities and cash on deposit or in hand are
checked against vou chers signed by the d epositories or against official m emoranda of cash
and securities held. It may carry out such checks itself.

Article 152
Court of Auditors' right of access

1. The Commission, the other institutions, the bodies administering revenue or expenditure on
the Union's behalf and the final beneficiarie s of payments from the budget shall afford the
Court of Auditors all the facilities and give it all the information which the Court of Auditors
considers necessary for the performance of its ta sk. They shall place at the disposal of the
Court of Auditors all documents concerning the award and perfor mance of contracts financed
by the budget and all accounts of cash orm  aterials, all accounting records or supporting
documents, and also adm inistrative docum ents relating thereto, all docum ents relating to
revenue and expenditure, all inventories, all or ganisation charts of departm ents, which the
Court of Auditors considers necessary for audi ting the budgetary and financial outturn report
on the basis of records or on the spot and, fo  r the sam e purposes, all docum ents and data
created or stored on a magnetic medium.

The other services and internal audit bodies of the national administrations concerned shall
afford the Court of Auditors all the facilities which it considers necessary for the performance
of its task.

The first subparagraph shall also apply to natural or legal persons receiving paym ents from
the budget.

2. The officials whose operations are checked by the Court of Auditors shall:

(a) show their records of cash in hand, a ny other cash, securities and m aterials of
all kinds, and also the supporting docum ents in respect of their stewardship of
the funds with which they are entrusted, and also any books, registers and other
documents relating thereto;

(b) present the correspondence and any other docum  ent required for the full
implementation of the audit referred to in Article 150(1).

The information supplied under point (b) of the first subpara graph may be requested only by
the Court of Auditors.
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3. The Court of Auditors shall be empowered to audit the documents in respect of the revenue
and expenditure of the Union which are held by  the departm ents of th e institutions and, in
particular, by the departm ents responsible fo r decisions in respect of  such revenue and
expenditure, the bodies adm inistering revenue or expenditure on the Union' s behalf and the
natural or legal persons receiving payments from the budget.

4. The task of establishing that the revenue has been received and the ex penditure incurred in
a lawful and proper manner and that the financial management has been sound shall extend to
the utilisation, by bodies outside the institutions, of Union funds received by way of grants.

5. Union financing paid to beneficiaries outsid e the institutions shall be subjec ttoth e
agreement in writing by the beneficiaries or, failing agreem ent on their part, by the
contractors or subcontractors, to an audit by the Court of A uditors into the us ¢ made of the
financing granted.

6. The Comm ission shall provide th e Court of Auditors, at its request, with any inf ormation
on borrowing-and-lending operations.

7. Use of integrated computer systems may not have the effect of reducing the access of the
Court of Auditors to the supporting documents.

Article 153
Annual report of the Court of Auditors

1. The Court of Auditors shall transmit to the Commission by 15 June and to other institutions
and bodies referred to in Article 132 by 1* of June at the latest, any observations which are, in
its opinion, such that they should appear in the annual report. These observations must remain
confidential and are su bject to a contradictory procedure. Each institution shall address its
reply to the Court of Auditors by 15 October at the latest. The replies of institutions other than
the Commission shall be sent to the Commission at the same time.

2. After completion of the contradictory proc edure, each in stitution or body concerned shall
address its reply to the Court of Auditors by 15 Octob eratth e latest. Ther eplies of
institutions other than the Co mmission and of the bodies shall be sent to the Commission at
the same time.

3. The annual report shall contain an assessment of the soundness of financial management.

4. The annu al report sh all contain a section fo r each institution. The Co urt of Auditors m ay
add any summary report or general observations which it sees fit to make.

The Court of Auditors shall take all nece  ssary steps to ensure that the replies of each
institution to its observ ations are p ublished next to or after each observation to w hich they
relate.

5. The Court of Auditors shall transmit to the authorities responsible for giving discharge and
to the oth er institutions, by 15 November at the latest, its an nual report accompanied by the
replies of the institutions and sha 1l ensure publication th ereof in the Official Journal of the
European Union.
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6. As soon as the Court of Auditors has tran smitted the annual report, the Comm ission shall
inform the Mem ber States concern ed imm ediately of Court' s observations which relate to
management of the funds for which they are responsible under the rules applicable.

Following receip t of such inform ation, the Me mber States shall inform the Comm  ission
within 100 days of the m easures taken to ad dress the Court of A uditors' aforementioned
observations which pertain to their respec tive country. The Commission shall communicate
this information to the Court of Auditors, the Council and the European Parliament.

Article 154
Soecial reports of the Court of Auditors

1. The Court of Auditors shall transm it to the ins titution or the body concerned any
observations which are, in its opi nion, such that they should appe ar in a special report. These
observations must remain confidential and are subject to an adversarial procedure.

The institution or the body concerned shall ha  ve two-and-a half m onths within which to
inform the Court of Auditors of any replies it wishes to make on those observations.

The Court of Auditors shall adopt the defin itive version of the special report the following
month upon the receipt of the replies made by the institution or the body concerned.

The special reports, together with the replies of the institutions or bodi es concerned, shall be
transmitted without delay to the European Parl iament and the Council, each of which shall
decide, where appropriate in conjunction with the Commission, what action is to be taken in
response.

The Court of Auditors shall take all nece  ssary steps to ensure that the replies of each
institution or body concerned to its observations are published im mediately next to or after
each observation to which they relate.

2. The opinions referred to in Article 287(4) of the TFEU which do not re late to proposals or
drafts covered by the legisla tive consultation procedure may be published by the Court of
Auditors in the Official Journal of the European Union. The Court of Auditors shall take its
decision on publication after consulting the ins titution which requested the opinion or which
is concerned by it. Opinions pub  lished sh all be accompanied by any rem  arks by the
institutions concerned.

Article 155
Satements of preliminary findings

1. The Court of Auditors shall transmit to the institutions, bodies or Member States concerned
the statements of preliminary findings resulting from its audits. The statements of preliminary
findings which are, in the Court' s opinion, such that they should appear in the annual report,
shall be transmitted no later than by 1* of June of the exercise following the one to which they
refer. The statements of preliminary findings must remain confidential.

2. The institution, the body or the Mem ber State concerned shall have tw o and a half m onths
within whic h to inf orm the C ourt of Auditors of any comments it wishes to make on the
statements of preliminary findings.

97

EN



EN

CHAPTER 2
Discharge

Article 156
Timetable of the discharge procedure

1. The European Parliam ent, upon a recomm endation from the Council acting by a qualified
majority, shall, before 15 May of ye ar n + 2 give a discharge to the Commission in respect of
the implementation of the budget for year n.

2. If the date provided for in paragraph 1 canno  t be m et, the European Parliam ent or the
Council shall inform the Commission of the reasons for the postponement.

3. If the European Parliam ent postpones the decision giving a disc harge, the Commission
shall make every effort to take m easures, as soon as possible, to rem ove or facilitate rem oval
of the obstacles to that decision.

Article 157
The discharge procedure

1. The discharge decision shall cover the accounts of all the Union's revenue and expenditure,
the resulting balance and the assets and liabilities of the Union shown in the balance sheet.

2. With a view to granting the d ischarge, the European Parliament shall, after the Council has
done so, exam ine the a ccounts, financial statem ents and t he evaluation report ref erred to in
Article 318 of the TFEU. It shall also exam  ine the annual report made by the Court of
Auditors together with the repl ies of the institutions under a udit, and any relevant special
reports by the Court of Auditors in respect of the financial y ear concerned and the Court of
Auditors' statem ent of assuranc e as to the reliability of th e accounts and the legality and
regularity of the underlying transactions.

3. The Commission shall subm it to the European Parliam ent, at the latter' s request, any
information required for the sm ooth application of the discharge procedure for the financial
year concerned, in accordance with Article 319 of the TFEU.

Article 158
Follow-up measures

1. In accord ance with Article 319 of the TFEU and Article 180b of the Euratom Treaty, the
Commission and the other institutions shall take all app ropriate s teps to ac t on the
observations accom panying the European Parliam  ent's discharg e decision and on the
comments accompanying the recommendation for discharge adopted by the Council.

2. At the request of the European Parliament or the Council, the institutions shall report on the
measures taken in the light of these observati  ons and comm ents, and, in particular, on the
instructions they have given to those of their departm ents which are responsible for the
implementation of the budget. The Mem ber States shall cooperate with the Comm ission by
informing it of the m  easures they have take n to act on these observations so that the
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Commission may take them into account when drawing up its own repo rt. The reports from
the institutions shall also be transmitted to the Court of Auditors.

Article 159
Soecific provisions regarding the EEAS

The EEAS shall be fully subject to the proced ures provided for in Article 319 oft he TFEU
and in Articles 156, 157 and 158 of this Regulati on. The EEAS shall fully cooperate with the
institutions involved in the discharg e procedure and provide, as appropriate, any addition al
necessary information, including through attendance at meetings of the relevant bodies.
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PART TWO
SPECIAL PROVISIONS
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TITLEI
EUROPEAN AGRICULTURAL GUARANTEE FUND

Article 160
Soecial provisions on the European Agricultural Guarantee Fund

1. Parts One and Three of this R egulation sh all apply to expendit ure effected by the
authorities and bodies referred to in the rules relating to the E uropean Agricultural Guarantee
Fund (EAGF), and to revenue, save as otherwise provided in this Title.

2. Operations managed directly by the Commission shall be implem ented in accordance with
the rules laid down in parts one and three.

Article 161
Commitments of EAGF funds

1. For each financial year, the EAGF shall in clude non-differentiated appropriations, with the
exception of the expenditure related to the m easures referred to in Article 3(2) of Regulation
(EC) No 1290/2005, which shall be covered by differentiated appropriations.

2. Payment appropriations which have been carri ed over but which have not been used by the
end of the financial year shall be cancelled.

3. Non-comm itted appr opriations r elating to the actions ref erred to in Article 3(1) of
Regulation (EC) No 1290/2005 may be carried over to the next financial year only.

Such carryover shall not exceed, within a lim it of 2 % of the initial a ppropriations referred to
in the first subparagraph, the am ount of the adjustm ent of direct paym ents referred to in
Article 11 of Council Regulation (E C) No 73/2009 ** and which was applied during the last
financial year.

Appropriations which are carried over shall be  returned exclusively to the budgetary lines
which cover the actions referred to in point (¢) Article 3(1) of Regulation (EC) No 1290/2005.

Such carryover m ay lead to an additional paym ent only to the final be neficiaries who have
been subject, in th e last financial year, to the adjustment of direct pay ments in accordance
with Article 11 of Regulation (EC) No 73/2009.

The carryover decision shall be tak en, at the la test on 15 F ebruary of the year to which the
carryover is being made, by the Commission, which shall inform the budgetary authority.
Article 162

Global provisional commitments of EAGF appropriations

1. The Commission shall reimburse the expenditure incurred by the Member States.

2 OJ L 270, 21.10.2003, p. 1.
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2. The Comm ission decisions fixing the am ounts of these paym ents shall constitute global
provisional comm itments, which may not exce ed the to tal appropriations enter ed f or the
EAGEF.

3. As from 15 November, routine management expenditure for the EAGF may be committed
in advance against the appropriations provid  ed for the following financial year. Such
commitments m ay not , however, exceed three quarters of the total corresponding
appropriations for the current fi nancial year. T hey may apply only to expenditure for which
the principle is laid down in an existing basic act.

Article 163
Schedule and timing of budgetary commitments of EAGF funds

1. Expenditure effected by the authorities and bodi es referred to in the rules relating to the
EAGEF shall, within two months following receipt of the statements sent in by Member States,
be the subject of a comm itment by chapter, article and item. Such commitment may be made
after the elapse of that two-m onth period whenever a procedure foratra  nsfer of
appropriations concerning the relevant budget lines is necessary. Save where payment has not
yet been m ade by the Mem ber States or wher e eligibility is in doubt, the am ounts shall be
charged as payments within the same two-month period.

This budgetary comm itment shall be deducte d from the global provisional comm itment
referred to in Article 162.

2. Global provisional comm itments which have been made for a fina ncial year and which
have not given rise to commitment on specific lines in the budget nomenclature by 1 February
of the following financial year shall be cancelled in respect of the original financial year.

3. Paragraphs 1 and 2 shall apply subject to the clearance of accounts.

Article 164
Accounting of EAGF funds

In budgetary accountin g, expenditure shall be b ooked to the accounts for a financial year on
the basis of the repaym ents made by the Co mmission to the Mem ber States by 31 Decem ber
of the year concerned  at the latest, prov  ided that the paym ent order has reached the
accounting officer by 31 January of the following financial year at the latest.

Article 165
Transfer of EAGF appropriations

1. Where the Commission may transfer appropriations pursuant to Article 23(1), it shall take
its decision by 31 January of the following financia 1year at the lates t and shall in form the
budgetary authority as provided for in Article 23(1).

2. In cases other than those referred to in paragraph 1, the Comm ission shall subm it transfer
proposals to the budgetary authority by 10 January of the following financial year at the latest.
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The budgetary au thority shall tak e decisions on such transfers in accordan ce with th e
procedure provided for in Article 24, but within a time limit of three weeks.

Article 166
Assigned revenue of EAGF funds

1. Assigned revenue under this Title shall be assigned according to origin in accordance with
Article 18(4).

2. The result of decisions on cl earance of accounts, as referred to in Article 30 of Regulation
(EC) No 1290/2005 shall be entered in a single Article.
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TITLEII
STRUCTURAL FUNDS, COHESION FUND,
EUROPEAN FISHERIES FUND, EUROPEAN
AGRICULTURAL FUND FOR RURAL
DEVELOPMENT AND FUNDSIN THE AREA OF
FREEDOM, SECURITY AND JUSTICE MANAGED IN
SHARED MANAGEMENT

Article 167
Scope of special provisions on other Union funds

1. Parts One and Three of this ~ Regulation shall apply to exp enditure effected by th e
authorities and bodies referred to in th e Regulation (EC) No  1290/2005 on European
Agricultural Fund for Rural Developm ent, Regulation (EC) No 1080/2006 of the European
Parliament and of the Council %3 on the European Regional Development Fund,
Regulation (EC) No 1081/2006 of the Eur opean Parliam ent and of the Council ~ ** on the
European S ocial Fund, Council Regulation (EC) No 1084/2006 * on the Cohesion Fund,
Council Regulation (EC) No 1198/2006° on the European F isheries Fund, and funds in the
area of Freedom, Security and Justice managed in shared m anagement pursuant to Article 56
of this Regulation, (hereinafter the ' Funds’), and to their revenue, save as otherwise provided
in this Title.

2. Operations managed directly by the Comm ission shall also be implemented in accordance
with the rules laid down in parts one and three of this Regulation.

Article 168
Respect of the allocations of commitment appropriations

The European Parliament and the Council undertake to respect the allocations of comm itment
appropriations provided for in the relevan t basic acts for structural operatio ns, rural
development and the European Fisheries Fund.

Article 169
Payments of contributions, interim payments and repayments regarding other Union funds

1. Payment by the Comm ission of financial cont ributions from the Funds shall be m ade in
accordance with the regulations referred to in Article 167.

3 OJ L 210, 31.7.2006, p. 1.
# 0J L 210, 31.7.2006, p. 12.
» OJ L 210, 31.7.2006, p. 79.
26 OJ L 223, 15.8.2006, p. 1.
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2. The time limit for interim payments by the Commission shall be la id down in accordance
with the regulations referred to in Article 167.

3. The treatment of repayments by the Mem ber States and the im plications for the amount of
contributions from the Funds shall be governed by the regulations referred to in Article 167.

4. By way of derogation from a rticle 10, commitment appropriations available on 31
December arising from repaym ents of paym ents on accoun t may be carried over u ntil the
closure of the programme and used when necessary under the condition that other
commitment appropriations are not longer available.

Article 170
Decommitment of appropriation of other Union funds

The Commission shall automatically decommit appropriations that hav e been comm itted as
provided for in the regulations referred to in Article 167.

The decommitted appropriations may be made available again in the event of a manifest error
attributable solely to the Commission.

To this en d, the Comm ission shall exam ine decommitments m ade during the previous
financial year and decide, by 15 February of the current year, on the basis of requirem ents,
whether it is necessary to make the corresponding appropriations available again.

Article 171
Transfer of appropriation between other Union funds

With regard to the oper ational expe nditure referred to in this Title, th e Comm ission may,
except in the case of th e European Agricultural Fund for Ru ral Development, make transfers
from one title to ano ther, prov ided that the appropriations concer ned are for the same
objective within the m eaning of the Regulations governing the Funds referred to in Article
167, or are Technical Assistance expenditure.

Article 172
Management, selection and audit of other Union funds

Aspects concerning the m anagement and selection of projects and audit shall be governed by
the regulations referred to in Article 167.
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TITLE I
RESEARCH

Article 173
Research funds

1. Parts one and three shall apply to the research and techn ological d evelopment
appropriations, save as otherwise provided in this Title.

These appropriations shall be en tered either in one of the tit les of the budget relating to the
policy area research by direct or indirect action or in a chapter relating to research activities in
another title.

They shall be used by im plementation of th e actions lis ted in th e delegated Regulation
referred to in Article 199.

2. The appropriations relating to the revenue generated by th e Research Fund for Coal and
Steel established by the Protocol annexed to th e TFEU on t he financial consequences of the
expiry of the ECSC Treaty and on the Research Fund for Coal and Steel shall be treated as
assigned revenue within the meaning of Article 18. The commitment appropriations generated
by this revenue shall be m ade available as soon as the am ount receivable has been estim ated
and the payment appropriations as soon as the revenue has been received.

3. With regard to the o perational expenditure referred to in this Title, the Comm ission may
make transfers from one title to another, pr ovided that the appropriations are used for the
same purpose.

4. Experts paid from t he research and techno logical developm ent appropriations shall be
recruited in accordan ce with the p rocedures laid down by the Council when it ado pts each
research framework programme.

Article 174
Commitments of Research Fund

1. The commit ment appropriations correspo nding to the am  ount of the commit ment
decommitted as a result of total or partial non -implementation of the projec ts re lating to
research for which they were earm arked may, exceptionally and in duly substantiated cases,
be made available again where it is essential to carry out the programm e originally planned,
unless the budget for the current financial year contains funds for this purpose.

2. For the p urposes of paragraph 1, the Comm ission shall, at the beginn ing of each financial
year, examine decommitments made during the previous financial year and assess, in the light
of the requirements, the need for making the appropriations available again.

On the basis of this assessm ent, the Comm ission m ay subm it appropriate proposals to the
budgetary authority, by 15 February of each fin ancial year, stating for each budget item the
reasons for making these appropriations available again.
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3. The budgetary authority sha 1l decide on the Comm ission's proposals within six weeks.
Where no decision is taken within this tim e limit, the proposals shall be deem ed to be
approved.

The amount of comm itment appropriations to be m ade available again in year n shall in no
case exceed 25 % of the total amount decommitted on the same budget line in year n-1.

4. Commitment appropriations made available again shall not be carried over.

Legal comm itments relating to th e comm itment appropriations which have been m  ade
available again shall be concluded by 31 December of year n.

At the end of year n, the unused balance of the commit ment appropriations m ade available
again shall be definitively decommitted by the authorising officer responsible.

Article 175
Participation of the Joint Research Centre in non Research fund actions

1. The Joint Research Centre (JRC) m ay receive funding charged to appropriation s entered
outside the titles and the chapters referred to in Article 173(1) in respect of its participation to
procurement and grant procedures following Titles V and VI of Part One, and financed in
whole or in part from the budget.

For the purposes of the participation in the pr ocurement and grant procedures, the JRC shall
be considered as a legal entity established in a Member State.

2. Shall be treated as assigned revenue within the meaning of Article 18(2) the appropriations
relating to:

(a) grant and procurement procedures in which the JRC participates or;
(b) activities of the JRC on behalf of third parties or;

(c) activities undertaken under an administrative agreement with other institutions
or other Commission' s departm ents for th e provision of technical-scientific
services.

The commitment appropriations generated by revenue referred to in points (a) and (c) shall be
made available as soon as the amount receivable has been estimated.

For activ ities ref erred to in point  (¢), appropriations not used within five years shall be
cancelled.

The use of these appropriations shall be shown in a set of analytical accounts in the budgetary
outturn account for each category of action to wh ich it relates; it shall be separate from
revenue originating from financing by third par ties (public or private) and from revenue from
other services carried out by the Commission for third parties.

3. When participating in grants or tender procedures in accord ance with paragraph 1 of this
Article, the JRC shall not be subj ect to the conditions laid in Article 100, points (b) and (c) of
Article 101, Articles 102, 103, 122(3) and 122(4) re garding provisions on exclusion and
sanctions in relation to procurements and grants.
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The JRC shall also be presumed to meet the requirements on economic and financial capacity.
The JRC shall be exempted from lodging guarantees as provided for in Articles 109 and 125.

4. The rules on procurement in Title V of Part One shall not apply to the activities of the JRC
on behalf of third parties.

5. By way of derogation from Article 23, the Commission may, within the title of the budget

relating to the policy ar ea ‘Direct action research’, make transfers betw een chapters of up to
15 % of the appropriation in the line from which the transfer is made.
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TITLEIV
EXTERNAL ACTIONS

CHAPTER |
General provisions

Article 176
External actions

1. Parts One and Three shall apply to external ~ actions financed from the budget, savea s
otherwise provided in this Title.

2. The appropriations for the actions referred to in paragraph 1 shall be used by the
Commission:

(a) either within the framework of aid granted on an autonomous basis;

(b) or in partnership with a third country referred to in point (i) of Article 55(1)(b),
through the signature of a financing agreement;

CHAPTER 2
| mplementation of actions

Article 177
Implementation of External Actions

The actions referred to in this Title may be implemented directly by the Commission pursuant
to point (a) of Article 55(1), or indirectly by any of the entities or persons listed in point (b) of
Article 55(1), in accordance with the relevant provisions of Articles 55 to 60. Appro priations
for external actions m ay be com bined with funds from other sources to achieve a joint
objective.

Article 178
Trust funds for external actions

For emergency, post-emergency or them atic actions, the C ommission may create trust funds
following an agreem ent concluded with other d onors. The constitutive act of each trust fund
shall define the objectives of the trust fund.

The contributions of the Union and the donors shall be entered in to a specific bank account.
These contributions are not integrated in the budget an d are m anaged by the Commission
under the responsibility of the authorising o fficer by delegation. The entities and persons
referred to in point (b) of Article 55(1) m ay be entrusted with budget implementation tasks in
accordance with the relevant rules for indirect management.
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The accounting officer of the tr ust fund is the accounting officer of the Comm ission. He is
responsible for laying down the accounting procedures and chart of accounts.

The Commission’s internal auditor and the Court of auditors shall exer cise the sam e powers
over the trust fund as they do in respect of other actions carried out by the Commission.

The specific bank account shall be opened and closed by the accounting officer.

The Commission shall ensure a strict separation of duties between accountant and authorising
officers.

A board chaired by the Comm  ission is estab lished for each trust fund to ensure th e
representation of donors and to decide for the use of the funds.

The funds pooled into the trus  t funds are m anaged in confor mity with sound financial
management and transp arency. Fun ds are comm itted and paid by f inancial agen ts of the
Commission.

The Commission is authorised to withdraw a maximum of 7 % of the amounts pooled into the
trust fund to cover its management costs. For the duration of the trust fund, these management
fees are assimilated to assigned rev enues within the meaning of point (b) of Article 18(2) of
the Financial Regulation.

The accounting officer shall act on the recovery orders relating to actions funded by the trust
fund. Revenue arising from the repaym ent of thes e recovery orders shall be returned to the
specific bank account of the trust fund. Cancellati on and waiving of recovery orders shall be
made under the rules referred to in Article 77 of the Financial Regulation.

Trust funds are created for a limited duration determined in their constitutive agreement. This
duration may be extended by a decision of the Commission upon request of the board.

The liqu idation of th e trus t fund is d ecided by the Commission after expiration of the
duration.

The modalities of management, reporting and gove rnance of these trust funds are detailed in
the Delegated Regulation referred to in Article 199.
Article 179

Implementation of external actions through indirect management

The im plementation of actions im  plemented indirectly is subje ctto scru tiny by the
Commission and by Union Delegations in accord ance with the second paragraph of Article
53. Such scrutiny shall be exercised either by prior approval, by ex post checks or by a
combined procedure.

Article 180
Agreements on the implementation of external actions

1. Actions carried out shall give rise to one or more of the following instruments:

(a) an agreement between the Commission and an entity referred to in Article 177;
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(b) acontract or a grant agreement between the C ommission and natural or legal
persons responsible for carrying out the actions.

The terms on which the external aid is given shall be laid down in the instrument by which the
agreements or the contracts or the grants provided for in points (a) and (b) shall be managed.

2. Agreem ents with th e entities r eferred to in paragraph 1(a) shall be concluded by 31
December of year n+1 at the latest, year n being the one in which the budgetary commitment
was made.

The agreements shall lay down the period within which the entities referred to in paragraph la
shall conclude all individual contracts and grants which implement the action. Save for multi-
donor actions, such period shall not be longer than three years f  ollowing the date of
conclusion of the agreement, except:

(a) for individual contracts relating to audit and evaluation ;
(b) under exceptional circumstances in the following cases:
(1)  riders to contracts already concluded;

(i) individual contracts to be concluded after early termination of an existing
contract;

(iii) changes of entity charged with the entrusted tasks.

3. Paragraph 2 shall n ot apply to th e multiannual programmes that are im plemented through
split commitments in the following cases:

(a) the transition assistance and institution building, th e cross-border cooperation,
regional developm ent, hum an resources developm ent and rural developm ent
components of the Pre-Accession Assistance,

(b) the cross-border cooperation com ponent of the European N eighbourhood and
Partnership policy.

In these cas es, the appr opriations shall be auto matically decommited by the Comm ission in
accordance with the sector-specific rules.

CHAPTER 3
Procurement

Article 181
External action procurement

1. The provisions of Chapter 1 of T itle V of Part One relating to the general provisions on
procurement shall be applicable to contracts  covered by this Title subject to the special
provisions relating to thresholds and the arrang ements for awarding ex ternal contracts laid
down in the delegated Regulation referred to in ~ Article 199. The contra cting authorities for
the purposes of this chapter shall be:

111

EN



EN

(a) the Comm ission on behalf of and fo  r the account of one or m ore third
countries;

(b) entities referred to in Article 177 and entrusted with the corresponding budget
implementation tasks.

2. The procurem ent procedures must be laid do wn in the a greements provided for in Article
180.

3. The provisions of this Chapter shall not ap ply to actions under sector-specific basic acts
relating to cris is m anagement aid, to civil protection operations and to hum anitarian aid
operations, as referred to in Article 118.

Article 182
Rules on participation in tender procedures

1. Participation in tendering pr ocedures shall be open on equa I terms to all persons com ing
within the scope of the Treaties and to any other natural or legal person in accordance with the
specific provisions in the basic instruments governing the cooperation sector concerned.

2. In cases referred to in Article 51, it m ay be decided, under exceptional circum stances duly
motivated by the authorizing officer, to allow third-country nationals other than those referred
to in paragraph 1 to tender for contracts.

3. Where an agreement on widening the market for procurement of goods or services to which
the Union is party applies, th e contracts for procurem ent financed by the budget shall also be
open to third-country nationals other than those referred to in paragraphs 1 and 2, under the
conditions laid down in this agreement.

CHAPTER 4
Grants

Article 183
Full financing of an external action

An action may be financed in full by the budget only if this proves essential for it to be carried
out.

Article 184
Applicable rules for external action grants

Grant procedures to be applied in indirect m anagement by the entitie s referred to in Article

177 shall be laid down in the agreem  ents concluded betw een the Commission and those
entities.
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Article 185
Income generated by an action

The responsible authorising officer m ay deduct the income generated by an action from the
profit referred to in Article 117(4) where a generation of income was provided for in the grant
agreement and where it is reinvested to ensure the sustainability of the action.

CHAPTERS
Auditing of accounts

Article 186
EU Audit in external action grants

Each agreement between the Comm ission and an entity referred to in Article 177, or grant
agreement or grant decision m ust e xpressly provide for the Comm ission and the Court of
Auditors to have the power of audi t, on th e basis of docum ents and on the spot, over all
contractors and subcontractors who have received Union funds.
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TITLEV
EUROPEAN OFFICES

Article 187
The European Offices

1. ‘European offices’ for the purposes of this T itle are the adm inistrative structures set up by
one or more institutions to perform specific cross-cutting tasks.

2. This Title shall app ly to the operation of  the European Anti-f raud Off ice, with the
exception of Articles 190, 191 and 192.

3. Parts One and Three shall apply to the operation of the European offices, save as otherwise
provided in this Title.

Article 188
Appropriations regarding the Offices

1. The appropriations for each European office, the total amount of which shall be entered in a
specific budget line within the section of the budget relating to the Comm ission, shall be set
out in detail in an Annex to that section.

The Annex shall take the for m of a statem ent of revenue and expenditure, subdivided in the
same way as the sections of the budget.

The appropriations entered in that Annex shall cover all the financial requirements of each
European office in the performance of its duties on behalf of the institutions.

2. Each European office's establishment plan shall be annexed to that of the Commission.

3. The Director of each European o ffice shall take decisions on transfers within the Annex
provided for in paragraph 1. The Commission sha 1l inform the budgetary authority of such
transfers.

4. Each European office's accounts shall form an integral part of the Union's accounts referred
to in Article 132.
Article 189
Authorising Officer of the Inter-institutional Offices

The Comm ission shall, in respect of the ap  propriations entered in the Annex for each
European office, delegate the powers of authoris ing officer to the Director of the E  uropean
office concerned, in accordance with Article 62.
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Article 190
The accounts of the Inter-institutional Offices

1. Each interinstitutional European office shall draw up analytical accounts of its expenditure,
enabling the proportion of its serv ices supplied to each of the in stitutions to be determ ined.
The Director of the Eur opean office concerned shall adopt, after approval by its Managem ent
Committee, the criteria on which the accounting system shall be based.

2. The remarks concerning the specific budget line in which is entered th e total appropriation
for each in terinstitutional European office shall show an estim ate of th e cost of services
supplied by the office to each of the institutions. This shall be based on the analytical accounts
provided for in paragraph 1.

3. Each interinstitutional European office shall notify the institutions concerned of the results
of the analytical accounts.

Article 191
Delegation of powers for Inter-institutional Offices

1. Each institu tion m ay delega te authorisin g of ficer powers to  the dire ctor of an
interinstitutional European office for the management of appropriations entered in its section
and shall set the limits and conditions for this delegation of powers.

2. The internal auditor of the Comm ission sha 1l exercise all respons ibilities laid down in
Chapter 8 of Title IV of Part One.

Article 192
Servicesto third parties

Should the remit of a European office involve su pplies to third parties for pecuniary interest,

its Dire ctor shall, af ter approval o fthe Managem ent Committee, la y down the specif ic
provisions governing how these supplies are to be made and the keeping of the corresponding
accounts.
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TITLE VI
ADMINISTRATIVE APPROPRIATIONS

Article 193
General provisions

Parts one and three shall apply to administrative appropriations, save as otherwise provided in
this Title.

Article 194
Commitments

1. As from 15 October of each year, routine ad ministrative expenditure may be committed in
advance against the appropriations provide d for the following financial year. Such
commitments m ay not, however, ex ceed one q uarter of th e approp riations decided by the
budgetary authority on the corresponding budget line for the current financial year. They may
not apply to new expenditure of a kind not yet approved in principle in the last budget duly
adopted.

2. Expenditure which must be paid in advance pursuant to legal or contractual provisions, for
example rents, m ay give rise to paym ents from 1 Dece mber onwards to be charged to the
appropriations for the following financial year. In this case, the limit referred to in paragraph
1 shall not apply.

Article 195
Soecific provisions regarding administrative appropriations

1. Administrative appropriations shall be non-differentiated appropriations.

2. Administrative expenditure arising from contracts covering periods that extend beyond the
financial year, either in accordance with local practice or relating to the supply of equipm ent,
shall be charged to the budget of the financial year in which it is effected.

3. The institutions shall inform the budgetary authority as soon as pos sible of any building
project likely to have significant financial implications for the budget.

If either branch of the budgetary authority in  tends to issue an opini on, it shall within two
weeks after receipt of the information on the building project notify the institution concerned
of its intention to issue such an opinion. Failing a reply, the institution concerned may proceed
with the planned operation under its administrative autonomy, s ubject to Article 335 of the
TFEU and Article 185 of the Euratom Treaty with regard to Union representation.

That opinion shall be forwarded to the inst  itution concerned within two weeks  of such
notification.

The institutions shall request the approval of the budgetary authority for the acquisition of real
state assets or any other building project, financed through a loan.
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TITLE VII
EXPERTS

Article 196
Experts

The delegated Regulation referred to in Article 199 shall include a specifiic procedure for the
selection of natural persons as experts, for assi sting the institutions in the evaluation of grant
applications, projects and tenders, and for pr  oviding opinion and advice in specific cases.

These persons shall be paid on the basis of a fixed amount announced in advance and shall be
chosen on the basis of their professional capacit y. The selection shall be done on the basis of

selection criteria respecting the principles of non-discrimination, equal treatment and absence
of conflict of interests.
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PART THREE
FINAL PROVISIONS

Article 197
Transitional provisions

1. The Funds referred to in Article 167(1) for which the basic acts were repealed before the
date of application of this Regulation, appropriations which were decom mitted in ap plication
of Article 170 may be made available again in the case of a m anifest error attributable solely
to the Commission or in the case of force majeure which has serious repercussions for the
implementation of operations supported by those Funds.

2. For transfers of appropriatio  ns concerning operational expenditure referred to in the
Regulation (EC) No 1290/2005, Regulati on (EC) No  1080/2006, Regulation (EC)
No 1081/2006, Regulation (EC) No 1084/2006, Regulation (EC) No 1198/2006 for the 2000
to 2006 programm ing period, for which Uni  on pa yments still have to be m  ade for the
financial settlement of outstanding Union commitments until the closure of the assistance, the
Commission may make transfers from one title to another, provided th at the appro priations
concerned are for the s ame objective or relate to Union in itiatives or to technical assistance
and innovative measures and are transferred to measures of the same nature.

Article 198
Information requests by the Budgetary Authority

The European Parliam ent and the Council shall be empowered to obtain any inform ation or
explanations regarding budgetary matters within their fields of competence.

Article 199
Adoption of the detailed rules for the application of this Regulation

The Commission shall adopt a delegated Regula tion on detailed rules for the application of
this Regulation in accordance with Articles 202, 203 and 204. The delegated Regulation shall
include rules on the im plementation of ad ministrative expenditure re latingtoth e
appropriations provided in the budget for the Euratom Supply Agency.

Article 200
Framework financial regulation for agencies and bodies set up under the TFEU and the
Euratom Treaty

1. The Commission shall adopt a framework financial regulation for bodies which are set up
under the TFEU and the Euratom Treaty and wh ich have legal personality and receive
contributions charged to the budget by m eans of a delegated act in a ccordance with Articles
202, 203 and 204 of this Regulation.

This framework financial regulation will be based on the principles an d rules provided under
this Regulation.
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The financial rules of those bodies m ay not de part from the fram ework financial regulation
except where their specific needs so require an d with the Comm ission's prior cons ent. Such
exception may not concern the budgetary principles referred to in Title I of Part One, the
principle of equality of treatment of operators, and specific provisions set out in the basic acts
establishing such bodies.

2. Discharge for the implem entation of the budgets of the bodies referred to in paragraph 1,
shall be given by the European Parliament on the recommendation of the Council.

3. The Commission's internal auditor shall exercise the same powers over the bodies referred
to in paragraph 1 as he does in respect of Commission departments.

4. Unless otherwise provided in the basic act referred to in paragraph 1, the Court of Auditors
shall examine the legality and regularity of the revenue and expenditure of this body before its
accounts are consolidated with the Commission's accounts. This examination shall rely on the
audit report established by an independent ex ternal auditor designated by the body and whose
mission is to verify the conformity of the body's accounts with Article 134.

Article 201
Model Financial Regulation for public-private partnership bodies

The bodies having legal personality setup byabas icactand entrus ted with the
implementation of a public-private partnership pu rsuant to p oint (v) of Article 55(1)(b)shall
adopt their financial rules.

Those rules shall include a set of principles necessary to ensure sound financial m anagement
of Union funds, and be based on Article 57 and a m odel financial regulation adopted by the
Commission by means of a delegated act in accordance with Articles 202, 203 and 204.

Article 202
Exercise of the delegation

1. The powers to adopt the delegated act refe rred to in Articles 199, 200 and 201 shall be
conferred on the Commission for an indeterminate period of time.

2. As soon as it adopts this delegated act, the Commission shall notify it simultaneously to the
European Parliament and to the Council.

3. The powers to adopt the delegated act are ~ conferred on the Commi ssion subject to the
conditions laid down in Articles 203 and 204.
Article 203

Revocation of the delegation

1. The delegation of power referred to in ~ Article 199 m ay be revoked at any tim e by the
European Parliament or by the Council.

2. The institution which has commenced an internal procedure for deciding whether to revoke
the delegation of power shall  inform the othe r ins titution and the Comm ission within a
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reasonable tim e before the final decision is  taken, indicating the delegated powers which
could be subject to revocation and possible reasons for a revocation.

3. The decision of revocation shall put an end to the delegation of the powers specified in that
decision. It shall take effect imm ediately or at a later date specifi ed therein. It shall not affect
the validity of the delegated acts already in force. It shall be published in the Official Journal
of the European Union.

Article 204
Objectionsto delegated acts

1. The European Parliam ent and the Council m ay object to the delegated act within a period
of two m onths from the date of notif ication. At the initiative of the European Parliam ent or
the Council this period shall be extended by one month.

2. If, on expiry of that period, neither the European Parliament nor the Council has objected to
the delegated act it shall be published in the Official Journal of the European Union and shall
enter into force at the date stated therein.

The delegated act m ay be published in the Official Journal of the European Union and enter
into force before the expiry of that period if the European Parliam ent and the Council have
both informed the Commission of their intention not to raise objections.

3. If the European Parliam ent or the Council object s to a delegated act, it shall not enter into
force. The institution which objects shall state the reasons for objecting to the delegated act.

Article 205

Revision

This Regulation shall be revise d whenever it p roves necessary to do so, in accordance with
the procedure laid down by Article 322 of the TFEU and Article 183 of the Euratom Treaty.

Article 206

Repeal

Regulation (EC, Euratom) No 1605/2002 is repealed.

However, Article 53b of Regulation (EC, Euratom) No 1605/2002%” shall continue to apply to
all commitments made before 31 December 2013 of funds referred to in Article 167.

References to the repealed Regul ation shall be construed as refe rences to this Regulation and
shall be read in accordance with the correlation table in the Annex.

o OJ L 248, 16.9.2002, p. 1.
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Article 207
Review concerning the EEAS

The third subparagraph of Article 65(1) and the third paragraph of Article 92 will be reviewed
in 2013 taking due account of the specificity of th e EEAS and in particular that of the Union
delegations, and, where appropriate, an adequate financial management capacity of the EEAS.

Article 208
Entry into force

This Regulation shall enter into force on the third day following that of its publication in the
Official Journal of the European Union.

It shall apply as of 1 January 2012.

Article 56 shall apply only to commitments made as of 1 January 2014 of funds referred to in
Article 167.

This Regulation shall be binding in its entirety and directly applicable in the Member States.

Done at [...],
For the European Parliament For the Council
The President The President
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ANNEX — Correlation table

Council Regulation (EC, | Legidative proposal Titles
Euratom) No 1605/2002 as
modified by Regulation
(EU, Euratom) No
1081/2010 of the European
Parliament and the
Council
PART ONE PART ONE COMMON PROVISIONS
TITLEI TITLEI SUBJECT MATTER AND SCOPE
Article 1 Article 1 Subject matter
Article 2 Article 2 Scope
TITLE I TITLEII BUDGETARY PRINCIPLES
Article 3 Article 3 Budgetary principles
CHAPTER 1 CHAPTER 1 Principles of unity and of budget accuracy
Article 4 Article 4 Definition of the budget
Article 5 Article 5 Rules governing the principles of unity and budgetary
accuracy
Article S5a - -
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CHAPTER 2 CHAPTER 2 Principle of annuality

Article 6 Article 6 Definition

Article 7 Article 7 Type of appropriations

Article 8 Article 8 Accounting rules for the revenue and appropriations
Article 9 Article 9 Cancellation and carry over of appropriations
Article 10 Article 10 Carry over rules for assigned revenue

Article 11 Article 11 Decommittment of appropriations

Article 12 Article 12 Commitment of appropriations

Article 13 Article 13 Rules applicable in case of late adoption of the budget
CHAPTER 3 CHAPTER 3 Principle of equilibrium

Article 14 Article 14 Definition and scope

Article 15 Article 15 Balance from financial year

CHAPTER 4 CHAPTER 4 Principle of unit of account

Article 16 Article 16 Use of euro

CHAPTER 5 CHAPTER 5 Principle of universality

Article 17 Article 17 Definition and scope

Article 18 Article 18 Assigned revenue
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Article 19 Article 19 Donations

Article 20 Article 20 Rules on deductions and exchange rates adjustments

CHAPTER 6 CHAPTER 6 Principle of specification

Article 21 Article 21 General provisions

Article 22 Article 22 Transfers by institutions other than the Commission

Article 23 Article 23 Internal transfers by the Commission

Article 24 Article 24 Transfers by the Commission submitted to the budgetary
authority

Article 25 - -

Article 26 Article 25 Transfer subject to special provisions

CHAPTER 7 CHAPTER 7 Principle of sound financial management

Article 27 Article 26 Principles of economy, efficiency and effectiveness

Article 28 Article 27 Compulsory financial statement

- Article 28 Internal control of budget implementation

- Article 29 Tolerable risk of error

CHAPTER 8 CHAPTER 8 Principle of transparency

Article 29 Article 30 Publication of accounts, budgets and reports

EN

124

EN



Article 30 Article 31 Publication of Union funds recipients and other
information

TITLE I TITLE I ESTABLISHMENT AND STRUCTURE OF THE
BUDGET

CHAPTER 1 CHAPTERII Establishment of the budget

Article 31 Article 32 Estimates of revenue and expenditure

Article 32 Article 33 Estimated budget of the bodies referred to in Article 204

Article 33 Article 34 Draft budget

Article 34 Article 35 Letter of amendment to the draft budget

- Article 36 Approuval of the outcome of the Conciliation Committee

Article 35 - -

Article 36 Article 37 Adoption of the budget

Article 37 Article 38 Draft amending budgets

Article 38 - -

Article 39 Article 39 Early transmission of estimates and draft budgets

CHAPTER 2 CHAPTER 2 Structure and presentation of the budget

Article 40 Article 40 Structure of the budget

Article 41 Article 41 Classification of the budget
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Article 42 Article 42 Prohibition of negative revenue

Article 43 Article 43 Provisions

Article 44 Article 44 Negative reserve

Article 45 Article 45 Reserve for emergency aid

Article 46 Article 46 Presentation of the budget

Article 47 Article 47 Rules on the Establishment Plan for staff

- CHAPTER 3 Budgetary discipline

- Article 48 Compliance of the budget with the multiannual financial
framework

- Article 49 Compliance of Union acts with the budget and the
multiannual financial framework

TITLEIV TITLEIV IMPLEMENTATION OF THE BUDGET

CHAPTER 1 CHAPTER 1 General provisions

Article 48 Article 50 Budget implementation according to sound financial
management

Article 49 Article 51 Basic act and exceptions

Article 50 Article 52 Implementation of the budget by other Institutions

Article 51 Article 53 Delegation of budget implementation powers
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Article 52 Article 54 Conflict of interests

CHAPTER 2 CHAPTER 2 M ethods of implementation

Article 53 Article 55 Methods of implementation of the budget

Article 53a - -

Article 53b Article 56 Shared management with Member States

Article 53¢ Article 57 Indirect management with entities and persons other than
Member States

Article 53d - -

Article 54 Article 58 Ex ante controls and agreements under indirect
management

Article 55 Article 59 Executive agencies

Article 56 - -

Article 57 Article 60 Limits to delegation of powers

CHAPTER 3 CHAPTER 3 Financial actors

Section 1 Section 1 Principle of segregation of duties

Article 58 Article 61 Segregation of duties

Section 2 Section 2 Authorising officer

Article 59 Article 62 The authorising officer
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Article 60 Article 63 Powers and duties of the authorising officer

Article 60a Article 64 Powers and duties of the heads of Union Delegations

Section 3 Section 3 Accounting officer

Article 61 Article 65 Powers and duties of the accounting officer

Article 62 Article 66 Powers which may be delegated by the accounting officer

Section 4 Section 4 Imprest administrator

Article 63 Article 67 Imprest accounts

CHAPTER 4 CHAPTER 4 Liability of the financial actors

Section 1 Section 1 General rules

Article 64 Article 68 Suspension and withdrawal of delegations given to
authorising officers

Article 65 Article 69 Liability of the authorising officer for illegal activity,
fraud or corruption

Section 2 Section 2 Rules applicable to authorising officer s by delegation
and subdelegation

Article 66 Article 70 Rules applicable to authorising officers

Section 3 Section 3 Rules applicable to accounting officersand imprest
administrators
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Article 67 Article 71 Rules applicable to accounting officers
Article 68 Article 72 Rules applicable to imprest officers
CHAPTERS CHAPTER S Revenue oper ations

Section 1 Section 1 Making available of own resour ces
Article 69 Article 73 Own resources

Section 2 Section 2 Estimate of amountsreceivable

Article 70 Article 74 Estimate of the amount receivable
Section 3 Section 3 Establishment of amountsreceivable
Article 71 Article 75 Establishment of amounts receivable
Section 4 Section 4 Authorisation of recovery

Article 72 Article 76 Authorisation of recovery

Section 5 Section 5 Recovery

Article 73 Article 77 Rules on recovery

Article 73a Article 78 Limitation period

- Article 79 National treatment for Union entitlements
Article 74 Article 80 Fines, penalties and accrued interest imposed by the

Commission
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CHAPTER 6 CHAPTER 6 Expenditure operations

Article 75 Article 81 The financing decision

Section 1 Section 1 Commitment of expenditure

Article 76 Article 82 Types of commitments

Article 77 Article 83 Rules applicable to commitments
Article 78 Article 84 Verifications applicable to commitments
Section 2 Section 3 Validation of expenditure

Article 79 Article 85 Validation of expenditure

Section 3 Section 3 Authorisation of expenditure

Article 80 Article 86 Authorisation of expenditure

Section 4 Section 4 Payment of expenditure

Article 81 Article 87 Types of payments

Article 82 Article 88 Payment limited to funds available
Section 5 Section 5 Timelimitsfor expenditure operations
Article 83 Article 89 Time limits for expenditure

CHAPTER 7 CHAPTER 7 IT systems

Article 84 Article 90 Electronic management of operations
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- Article 91 Transmission of documents between institutions
CHAPTER 8 CHAPTER 8 Internal auditor

Article 85 Article 92 Appointment of the internal auditor

Article 86 Article 93 Powers and duties of the internal auditor

Article 87 Article 94 Independence of the internal auditor

TITLEV TITLEV PROCUREMENT

CHAPTER 1 CHAPTER 1 General provisions

Section 1 Section 1 Scope and award principles

Article 88 Article 95 Definition of public contracts

Article 89 Article 96 Principles applicable to public contracts

Section 2 Section 2 Publication

Article 90 Article 97 Publication of public contracts

Section 3 Section 3 Procurement procedures

Article 91 Article 98 Procurement procedures

Article 92 Article 99 Content of tender documents

Article 93 Article 100 Exclusion criteria applicable for participation in tenders
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Article 94 Article 101 Exclusion criteria applicable during procurement
procedure

Article 95 Article 102 Central exclusion database

Article 96 Article 103 Administrative and financial penalties

Article 97 Article 104 Award criteria for contracts

Article 98 Article 105 Submission of tenders

Article 99 Article 106 Principles of equal treatment and transparency

Article 100 Article 107 The award decision

Article 101 Article 108 Cancellation of the procurement procedure

Section 4 Section 4 Guarantees and control

Article 102 Article 109 Guarantees

Article 103 Article 110 Errors, irregularities and fraud in the procedure

CHAPTER 2 CHAPTER 2 Provisions applicable to contracts awar ded by the
institutions on their own account

Article 104 Article 111 The contracting authority

Article 105 Article 112 Thresholds applicable

Article 106 Article 113 Rules on tender participation

Article 107 Article 114 WTO procurement rules
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TITLE VI TITRE VI GRANTS

CHAPTER 1 CHAPTER 1 Scope and form of grants
Article 108 Article 115 Scope of grants

Article 108a Article 116 Forms of grants

CHAPTER 2 CHAPTER 2 Principles

Article 109 Article 117 General principles applicable to grants
Article 110 Article 118 Transparency

Article 111 Article 119 Principle of non-cumulative award
Article 112 Article 120 Retroactive award

Article 113 Article 121 Principle of degressive award
CHAPTER 3 CHAPTER 3 Award procedure

Article 114 Article 122 Applications for grants

Article 115 Article 123 Selection and award criteria
Article 116 Article 124 Evaluation procedure

Article 117 - -

CHAPTER 4 CHAPTER 4 Payment and control

Article 118 Article 125 Pre-financing guarantee
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Article 119 Article 126 Payment of grants and controls

CHAPTER 5 CHAPTER 5 Implementation

Article 120 Article 127 Subcontracting and grant redistribution

- TITLE VII PRIZES

- Article 128 Definition

- Article 129 General rules

- TITLE VIII FINANCIAL INSTRUMENTS

- Article 130 Definition and scope

- Article 131 Principles applicable to financial instruments

TITLE VII TITLEIX PRESENTATION OF THE ACCOUNTSAND
ACCOUNTING

CHAPTER 1 CHAPTER 1 Presentation of the accounts

Article 121 Article 132 Structure of the Union accounts

Article 122 Article 133 Report on budgetary and financial management

Article 123 Article 134 Rules governing the accounts

Article 124 Article 135 Accounting principles

Article 125 - -
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Article 126 Article 136 Financial statements

Article 127 Article 137 Budgetary implementation reports

Article 128 Article 138 Provisional accounts

Article 129 Article 139 Approval of the final consolidated accounts
CHAPTER 2 CHAPTER 2 Information on the implementation of the budget
Article 130 Article 140 Report on the budgetary guarantees and risks
Article 131 Article 141 Budget implementation report

CHAPTER 3 CHAPTER 3 Accounting

Section 1 Section 1 Common provisions

Article 132 Article 142 The accounting system

Article 133 Article 143 Common provision to the institutions' accounting system
Section 2 Section 2 General accounts

Article 134 Article 144 The general accounts

Article 135 Article 145 Entries in the accounts

Article 136 Article 146 Accounting adjustments

Section 3 Section 3 Budgetary accounts
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Article 137 Article 147 Budgetary accounting

CHAPTER 4 CHAPTER 4 Property inventories

Article 138 Article 148 The inventory

TITLE VIII TITLE X EXTERNAL AUDIT AND DISCHARGE
CHAPTER 1 CHAPTER 1 External audit

Article 139 Article 149 External audit by the Court of Auditors
Article 140 Article 150 Rules and procedure on the audit
Article 141 Article 151 Controls regarding securities and cash
Article 142 Article 152 Court of Auditors' right of access
Article 143 Article 153 Annual report of the Court of Auditors
Article 144 Article 154 Special reports of the Court of Auditors
- Article 155 Statements of preliminary findings
CHAPTER 2 CHAPTER 2 Discharge

Article 145 Article 156 Timetable of the discharge procedure
Article 146 Article 157 The discharge procedure

Article 147 Article 158 Follow-up measures

Article 147a Article 159 Specific provisions regarding the EEAS
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PART TWO PART TWO SPECIAL PROVISIONS

TITLEI TITLEI EUROPEAN AGRICULTURAL GUARANTEE
FUND

Article 148 Article 160 Special provisions on the European Agricultural
Guarantee Fund

Article 149 Article 161 Commitments of EAGF funds

Article 150 Article 162 Global provisional commitments of EAGF appropriations

Article 151 Article 163 Schedule and timing of budgetary commitments of EAGF
funds

Article 152 Article 164 Accounting of EAGF funds

Article 153 Article 165 Transfer of EAGF appropriations

Article 154 Article 166 Assigned revenue of EAGF funds

TITLE I TITLE I STRUCTURAL FUNDS, COHESION FUND,
EUROPEAN FISHERIES FUND, EUROPEAN
AGRICULTURAL FUND FOR RURAL
DEVELOPMENT AND FUNDSIN THE AREA OF
FREEDOM, SECURITY AND JUSTICE MANAGED
IN SHARED MANAGEMENT

Article 155 Article 167 Scope of special provisions on other Union funds

- Article 168 Respect of the allocations of commitment appropriations

Article 156 Article 169 Payments of contributions, interim payments and
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repayments regarding other Union funds

Article 157 Article 170 Decommitment of appropriation of other Union funds
Article 158 Article 171 Transfer of appropriation between other Union funds
Article 159 Article 172 Management, selection and audit of other Union funds
TITLE I TITLE I RESEARCH

Article 160 Article 173 Research funds

Article 160a Article 174 Commitments of Research Fund

Article 161 Article 175 Participation of the JRC in non Research fund actions
TITLEIV TITLEIV EXTERNAL ACTIONS

CHAPTERI CHAPTER 1 General provisions

Article 162 Article 176 External actions

CHAPTER 2 CHAPTER 2 Implementation of actions

Article 163 Article 177 Implementation of External Actions

Article 164 (repealed) Article 178 Trust funds for external actions

Article 165 Article 179 Implementation of external actions through indirect

management
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Article 166 Article 180 Agreements on the implementation of external actions
CHAPTER 3 CHAPTER 3 Procurement

Article 167 Article 181 External action procurement

Article 168 Article 182 Rules on participation in tender procedures
CHAPTER 4 CHAPTER 4 Grants

Article 169 Article 183 Full financing of an external action

Article 169a Article 184 Applicable rules for external action grants

- Article 185 Income generated by an action

CHAPTER 5 CHAPTER 5 Auditing of accounts

Article 170 Article 186 EU Audit in external action grants

TITLEV TITLEV EUROPEAN OFFICES

Article 171 Article 187 The European Offices

Article 172 Article 188 Appropriations regarding the Offices

Article 173 Article 189 Authorising Officer of the Inter-institutional Offices
Article 174 Article 190 The accounts of the Inter-institutional Offices
Article 174a Article 191 Delegation of powers for Inter-institutional Offices
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Article 175 Article 192 Services to third parties

Article 176 (repealed) - -

TITLE VI TITLE VI ADMINISTRATIVE APPROPRIATIONS

Article 177 Article 193 General provisions

Article 178 Article 194 Commitments

Article 179 Article 195 Specific provisions regarding administrative
appropriations

TITLE VII TITLE VII EXPERTS

Article 179a Article 196 Experts

PART THREE PART THREE FINAL PROVISIONS

TITLEI - -

Article 180 (repealed) - -

Article 181 Article 197 Transitional provisions

TITLE I - -

Article 182 Article 198 Information requests by the Budgetary Authority

Article 183 Article 199 Adoption of the detailed rules for the application of this
Regulation

Article 185 Article 200 Framework financial regulation for agencies and bodies
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set up under the TFEU and the Treaty establishing the
European Atomic Energy Community

- Article 201 Model Financial Regulation for public-private partnership
bodies

- Article 202 Exercise of the delegation

- Article 203 Revocation of the delegation

- Article 204 Objections to delegated acts

Article 184 Article 205 Revision

Article 186 Article 206 Repeal

Article 186a Article 207 Review concerning the EEAS

Article 187 Article 208 Entry into force

EN

141

EN



	1. CONTEXT OF THE PROPOSAL
	1.1. PROCEDURE
	1.2. CALENDAR
	2. OBJECTIVE OF THE PROPOSAL
	2.1. BASIS FOR UNDERTAKING THE PRESENT REVISION
	2.2. NEED FOR A REFORM
	2.3. ALIGNMENT WITH THE LISBON TREATY
	3. RESULTS OF CONSULTATIONS WITH THE INTERESTED PARTIES
	4. DETAILED CONTENT OF THE PROPOSAL
	4.1. SIMPLIFICATION
	4.2. OBTAIN MORE RESULTS WITH LIMITED RESOURCES (LEVERAGING)
	4.3. INCREASE ACCOUNTABILITY: RESPONSIBILITIES OF IMPLEMENTING PARTNERS AND 'TOLERABLE RISK OF ERROR'
	4.3.1. Reshaping the various methods of implementation
	4.3.2. Introducing the concept of Tolerable Risk of Error (TRE)




