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Proposal for a decision of the European Parliament and the Council on the Adjustment
of the Financial Perspective for Enlargement

Presented by the Commission in accordance with point 25 of the Interinstitutional Agreement of 6 May 1999
on Budgetary Discipline and Improvement of the Budgetary Procedure

Explanatory memorandum

Point 25 of the Interinstitutional Agreement (IIA) of 6 May 1999 on budgetary discipline and improvement
of the budgetary procedure® provides for the Commission to present, when the Union is enlarged, a
proposal to adjust the financial perspective to take account of the expenditure requirements resulting from
enlargement. Changes in the headings concerned should not exceed the amounts shown in the indicative
financial framework contained in the ITA (Annex II).

The Copenhagen European Council of 12 and 13 December 2002 endorsed the results of the negotiations
which determined expenditure requirements resulting from the accession of ten new Member States in 2004
(Annex 1 of the present memorandum), and invited the Commission to take this expenditure into account in
its proposal to adjust the financial perspective.

The purpose of this document is to propose to the budgetary authority the adjustments necessary to cater for
enlargement, namely:

— To adjust the financial perspective (EU-15) in order to reconcile this financial framework for the period
2004-2006, at 1999 prices, to the situation of an enlarged Union of 25 members;

— For the year 2004, to make the technical adjustment of these amounts in line with the evolution of prices
and GNI (gross national income).

1. Adjustment of the EU-15 framework at 1999 prices to the situation of an enlarged EU of 25 for the
period 2004-2006

— Concerning Headings 1 (including sub-headings 1a, 1b), 2, 3 and 5, the ceilings for EU-15 are raised by
the corresponding amounts presented in Annex 1 of the present memorandum (as provided for in point 25 of
the IIA).

— The ceilings of Headings 4 and 6 are not affected by the present exercise.

— As for Heading 7, it is proposed to maintain the ceiling unchanged. Without prejudice to future
developments which could concern pre-accession expenditure, Heading 7 is at this stage set to cover the
following expenditure:

a) For Bulgaria and Romania the amounts foreseen for the pre-accession instruments (Phare, SAPARD and
ISPA) are increased for the remaining years of the period by respectively 20%, 30% and 40% compared to
the average of the preceding years, in accordance with the roadmaps for Bulgaria and Romania® adopted by
the Commission and as mentioned in the conclusions of the Copenhagen European Council. For both
countries taken together the proposed amounts are as follows: €1,228 million in 2004; €1,330 million in
2005 and €1,432 million in 2006. The breakdown between the three instruments will be detailed in the
budgetary documents in the course of the annual budget procedure.

Moreover, the Phare appropriations will also include the supplementary amounts concerning the nuclear
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decommissioning of the Kozloduy nuclear plant in Bulgaria. It is estimated that of the €200 million pledge
made in 1999 to help compensate for the decommissioning of non-upgradable units, €60 million (at 1999
prices) remains to be committed in the period 2004-2006. In addition, following the Bulgarian
Government’s decision in November 2002 on the early closure of Units 3 and 4, a further pledge is now
considered necessary. Specific financing proposals will be made when detailed estimates are available;

b) pre-accession appropriations for support expenditure, including salaries for outside personnel at
Delegations in the ten acceding countries, necessary for the phasing out of the pre-accession financial
instruments and for a smooth transition between the rules applicable before and after accession in the
management of the pre-accession assistance;

c) the pre-accession programme concerning Turkey (at present appropriations for assistance to Turkey are
classified under Heading 4). Following the Commission Strategy Paper of October 2002 - which proposed
that total assistance could at least double by 2006 -, the Copenhagen European Council confirmed that the
Union will significantly increase its pre-accession assistance to Turkey.

As some amounts of Heading 7 are to be specified or could change during this period, it is proposed that the
breakdown in sub-headings for this category of expenditure be dropped.

— A new Heading 8 ‘Compensations’ is introduced including the amounts corresponding to the sum of the
so-called ‘temporary budgetary compensation’ and ‘special lump-sum cash-flow facility’ in favour of the ten
acceding countries agreed at the Copenhagen European Council.

— Provision should be made for supplementary amounts for each of the headings concerned against a
political settlement being reached concerning Cyprus and allowing unification of the island. When
appropriate, these amounts will be added to the ceilings in question. The budgetary implications resulting
from the implementation of a political settlement are estimated for the period at € 273 million, at 1999 prices
(see Annex 2 of the present memorandum).

— As a consequence of the proposed adaptations, Annex II of the Interinstitutional Agreement of 6 May 1999
becomes void and is therefore deleted.

Table 1a annexed to this proposed Decision shows the result of the adjustment of the financial perspective
for EU-25 at 1999 prices, excluding the budgetary implications of a political settlement in Cyprus.
Compared to the situation foreseen in the IIA, the overall ceiling for commitment appropriations, at 1999
prices, is reduced by € 410 million for 2004, € 387 million for 2005 and € 939 million for 2006.

In the event that a political settlement allows for the unification of Cyprus, the financial perspective
applicable will correspond to the amounts shown in Table 1b.

In accordance with the Copenhagen European Council conclusions, the corresponding overall ceiling in
payments (EU-25) for the years 2004-2006 is unchanged compared to the corresponding ceiling set out in
Annex 1 of the IIA.

2. Technical adjustment at 2004 prices

The consolidated results of the technical adjustment for EU-15 at 2004 prices presented on 23 December
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2002® and the expenditure requirements of an enlargement taking in ten new members agreed upon at the
Copenhagen European Council are shown in Table 2a concerning the financial perspective for EU-25 at
2004 prices (excluding the budgetary implications of a unified Cyprus).

Table 2b shows the consolidated amounts foreseen if a political settlement allows the unification of Cyprus,
adjusted at 2004 prices.

2.1. Own resources ceiling

In compliance with the conclusions of the Berlin European Council of March 1999, the own resources
ceiling for EU-25 remains unchanged in percentage terms and is established at 1.24% of GNI-25.

2.2. Parameters used for the adjustment of expenditure

The adjustment at 2004 prices is calculated by applying the same deflators used in the exercise of the
technical adjustment of the financial perspective (EU-15) for 2004, namely:

— A cumulative deflator of 10.41% for the period 2000-2004, applied to the amounts reserved to new
Member States entered in Heading 1 and in the Structural Funds subheading of Heading 2, in accordance
with point 15 of the Interinstitutional Agreement (fixed rate of 2% a year).

— The GNI deflator in euros for 2000-2004 (10.72624%), applied to the amounts entered in all other
headings and subheadings (actual deflator).

— In accordance with the financial perspective adopted at the Berlin European Council, the monetary reserve
has been eliminated from 2003.

Appropriations for payments are adjusted by the same deflators, based upon the amounts estimated for each
heading when the financial perspectives were drawn up (in 1999 prices), added to the appropriations for
payments planned for the new Member States and agreed at the Copenhagen European Council. The
following table details the calculation for the payment appropriations listed in Table 2a:

[...]

For the calculation of the margin, the macroeconomic parameters such as the growth rate and the deflator
used for the present adaptation are the same than those used for the technical adjustment of the financial
perspective for EU-15 at 2004 prices. These parameters are set out in Table 3.

2.3. Overall results of the financial perspective for EU-25 at 2004 prices

The overall ceiling on appropriations for commitments (EU-25) for 2004 is € 115,379 million, equivalent to
1.12 % of GNI-25 (€ 115,445 million or 1.12% GNI-25 if the budgetary implications of a settlement in
Cyprus are included).

At 1999 prices, the overall ceilings for commitments (EU-25) for each year over the period 2004-2006
remain below the figures established in the indicative financial framework for EU-21, in compliance with

point 25, §2 of the Interinstitutional Agreement of 6 May 1999.

In 2004, the overall ceiling on appropriations for payments is € 111,380 million, i.e. 1.08 % of GNI-25
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which, on the basis of current economic forecasts, leaves a margin beneath the own resources ceiling of €
16,680 million (0.16% of GNI for EU-25).

3. Final remarks

For enlargement to take effect on 1 May 2004 as confirmed at the Copenhagen European Council, each
signatory State’s instruments of ratification must be deposited with the Government of the Italian Republic
on 15 April 2004 at the latest, in compliance with Article 313 of the Treaty establishing the European
Community.

3.1. Non-ratification of the Accession Treaty by a candidate country

If any candidate country rejects the Accession Treaty, the ceilings of the concerned headings of the financial
perspective will accordingly be reduced by the amounts foreseen for that country.

3.2. Non-ratification of the Accession Treaty by a Member State

Should any Member State of the EU, according to its own ratification procedure, reject the Accession Treaty
or not approve it within the prescribed period, the process of enlargement of the EU to 10 new members

would be suspended.

Annex 1: Expenditure requirements of enlargement resulting from the Copenhagen European
Council (12 & 13 December 2002)

[...]

Annex 2: Amounts foreseen in the case of a political settlement in Cyprus in 1999 prices

[...]

M 0JC172,18.6.1999, p.1.
@ COM (2002) 624 final, 13.11.2002.
® COM (2002) 756 final, 23.12.2002.

Proposal for a decision of the European Parliament and the Council on the Adjustment of the
Financial Perspective for Enlargement

Presented by the Commission in accordance with point 25 of the Interinstitutional Agreement of 6 May 1999
on Budgetary Discipline and Improvement of the Budgetary Procedure

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty establishing the European Community,

Having regard to the Interinstitutional Agreement (IIA) of 6 May 1999 between the European Parliament,
the Council and the Commission on Budgetary Discipline and Improvement of the Budgetary Procedure,
and in particular Point 25 thereof®,

Having regard to the proposal from the Commission®,

Acting in accordance with the procedure laid down in the fifth subparagraph of Article 272 (9) of the Treaty,
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Whereas:

(1) The financial perspective for the European Union (with 15 members) agreed upon in the
Interinstitutional Agreement of 6 May 1999 should be adjusted to take account of the situation of an
enlarged European Union of 25 Members for the period 2004-2006, at 1999 prices.

(2) The Copenhagen European Council of 12 and 13 December 2002 has endorsed the results of the
negotiations which have determined expenditure requirements resulting from the accession of ten new
Member States in 2004.

(3) It has clearly stated that pre-accession financial assistance for Turkey would be financed under the “pre-
accession heading” from 2004.

(4) The consequences for the financial perspective of a political settlement in Cyprus during the current
financial framework should be taken into account.

(5) In compliance with the second subparagraph of Point 25 of the Interinstitutional Agreement of 6 May
1999, changes in the headings concerned by this adjustment should not exceed the amounts shown in the
indicative financial framework contained in Annex II of that Agreement.

HAVE DECIDED AS FOLLOWS:

Article 1

Over the period 2004-2006, the annual ceilings for appropriations for commitments of Headings 1, 2, 3 and
5 of the financial perspective contained in Annex I of the Interinstitutional Agreement of 6 May 1999 shall
be raised by the corresponding expenditure requirements resulting from the accession of ten new Member
States.

The ceiling of Heading 7 shall include appropriations for pre-accession assistance concerning Turkey.

A new Heading 8 shall be created in order to enter budgetary compensations agreed upon at the Copenhagen
European Council.

Article 2

1. As a consequence, Annex I of the Interinstitutional Agreement of 6 May 1999 is replaced by the adjusted
financial perspective at 1999 prices for a European Union with 25 Members (excluding the budgetary
implications resulting from a political settlement in Cyprus), as presented in Table 1a attached to this

decision.

In the event that a political settlement is reached in Cyprus, the financial perspective for a European Union
with 25 Members at 1999 prices, as presented in Table 1b, shall apply.

Accordingly, Annex II of the Interinstitutional Agreement of 6 May 1999 becomes void.
2. The corresponding financial perspective resulting from the technical adjustment for 2004, in line with
movements in Gross National Income (GNI) and prices, are presented in Tables 2a and 2b attached to the

present Decision.

Done at Brussels,
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For the European ParliamentFor the Council
The President The President

Annex

Table 1a: Financial Perspective (EU-25) adjusted for enlargement at 1999 prices
Table 1b: Financial perspective (EU-25) adjusted for enlargement at 1999 prices
Table 2a: Financial perspective (EU-25) adjusted for enlargement at 2004 prices
Table 2b: Financial perspective (EU-25) adjusted for enlargement at 2004 prices

Table 3: Macroeconomic parameters used for adjustments
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