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1. Definition and legal form of the general
budget of the European Communities

BASIC DEFINITIONS:

General budget of the European Communities - the public financial plan
forecasting and authorising all revenue and expenditure
of the European Communities (European Community
and European Atomic Energy Community) including
second and third pillars, which is the basis for financial
management, passed for one financial year which shall
run from 1 January to 31 December (budgetary year), in
the form of the legal act named as the general budget of
the European Union.

Budget law of the European Union - all legal norms regarding financial
management of the European Union.

Final adoption - declaration (resolution) of the president of the European
Parliament on concluding legal actions within the confines
of the budgetary procedure and passing the act named
as the general budget of the European Union.

Budgetary act - the legal act containing the budget of the European
Communities defined as the financial plan - the statement
of revenue and expenditure, passing and binding for one
financial year. The Budgetary act is formally named as the
general budget of the European Union.

INTRODUCTION:

The Treaty establishing the European Community! and the Treaty
establishing the European Atomic Energy Community do not constitute
a uniform legal definition of the general budget; however, they regulate
its individual elements (universality, annuality, unity, specification).

1 Treaty establishing the European Community (OJ C 321, 29.12.2006, p. E/37) hereinafter re-
ferred to as TEC.



The more detailed problem of the budget definition is regulated in Art.
4 (1) of the Financial Regulation (the FR)?: The budget is the instrument
which, for each financial year, forecasts and authorises all revenue and
expenditure considered necessary for the European Community and
the European Atomic Energy Community.

In fact, an advisable definition is insufficient: all constitutive
features of public financial plan appear but lack the remaining parts of
the complete the FR. Moreover, there are some budgetary principles
resulting from this definition. Article 4 (1) the FR is also crucial with
regard to the legal form of the general budget. It refers to this form, but
in an oblique fashion.

Treaty establishing the European Community

Article 268: All items of revenue and expenditure of the Community,
including those relating to the European Social Fund, shall be included
in estimates to be drawn up for each financial year and shall be shown
in the budget.

Administrative expenditure occasioned for the institutions by the
provisions of the Treaty on European Union relating to common foreign
and security policy and to cooperation in the fields of justice and home
affairs shall be charged to the budget. The operational expenditure
occasioned by the implementation of the said provisions may, under the
conditions refer red to therein, be charged to the budget.

Council Regulation (EC, EURATOM) No 1605/2002 on the
financial regulation applicable to the general budget of the European
Communities

Article 4: 1. The budget is the instrument which, for each financial
year, forecasts and authorises all revenue and expenditure considered
necessary for the European Community and the European Atomic
Energy Community.

2 Council Regulation (EC, EURATOM) No 1605/2002 of 25 June 2002 on the financial regula-
tion applicable to the general budget of the European Communities (OJ L 248, 16.9.2002, p. 1
with amendments) hereinafter referred to as FR.
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2. The revenue and expenditure of the Communities shall
comprise:

(a) the revenue and expenditure of the European Community,
including administrative expenditure occasioned for the
institutions by the provisions of the Treaty on European
Union relating to the common foreign and security policy and
police and judicial cooperation in criminal matters, and the
operational expenditure occasioned by implementation of those
provisions where this is charged to the budget;

(b) the expenditure and revenue of the European Atomic Energy
Community.

Article 36: 1. The President of the European Parliament shall
declare the budget finally adopted in accordance with the procedure
provided for in Article 272(7) of the EC Treaty and Article 177(7) of
the Euratom Treaty.

Article 40: The budget shall consist of:

(a) a general statement of revenue and expenditure;

(b) separate sections subdivided into statements of revenue and
expenditure for each institution.

1.1. Legal form of the general budget

Although in the case of individual countries the state budget is
passed by the Act, the Community law does not define the legal form
of the general budget. Both primary and secondary laws consistently
apply the term budget. In European literature on the above subject,
the issues regarding the legal form of the budget have generalised. In
principle, the review of literature does not unambiguously state what
kind of legal form is required to establish the general budget of the
European Communities (EC). The terms like document, resolution,
or act of indefinite form® appear. The same problem seems to exist in

3 D. Strasser, The Finances of Europe. The budgetary and financial law of the European
Communities, Luxembourg 1992, p. 42; H. G. Schermers, D. F. Waelbroeck, Judicial protection
in the European Union, Hague - London - New York 2001, pp. 319-327; C. Mik, Europejskie pra-
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the jurisdiction of the European Court of Justice (ECJ). In one of the
judgment, the Court presented the general budget as a combined act’.
However, the judgment did not denote the determination of its form,
but its complexity and the vagueness in terminology were indicated.

In addition, in the heading of the Official Journal of the European
Union (EU), the following phrase is used: final adoption of the general
budget of the European Union for financial year.... A final adoption is
a kind of declaration made by the president of the European Parliament,
but it should not be treated as the legal form of the EC budget. Taking
into consideration the above and the meaning of Article 4 the FR,
the general budget of the EC is the Act with the same name, which
comprises the budget as the financial plan. The budget in such context
is the legal form (legal act category) belonging to the group of acts
called sui generis.

1.2. General budget and “budgetary act”

As stated above, taking into consideration the legal form, the general
budget is a legal act. However, from the economic (management) point
of view it is also considered as a financial plan, with the following
features (elements): two-side structure (revenue and expenditure),
denomination in currency units, planning nature, episodic character,
basis for financial management of the EC and EU. Summing up, the
term budget in the Community legislation will have dual meaning:

— general budget as the public financial plan comprising revenue
and expenditure, having economic nature and being an instrument
of the financial policy of EU;

— general budget as the legal act - budget (budgetary act), which
comprises the budget as a financial plan, giving this plan legal
status, authorising revenue and expenditure included.

wo wspolnotowe. Zagadnienia teorii i praktyki, v. 1, Warszawa 2000, p. 252; M. Cie$lukowski,
Budzet Unii Europejskiej, Poznan 2004, p. 16.
4 ECJ, Case 34/86, Council v European Parliament.
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The distinction between the budget (as a financial plan) and the
budgetary act has its legal basis in Art. 46 (1) of the FR. It can be
stated on the grounds of the regulation that budget as the legal act has a
wider meaning as it comprises the budget defined as the financial plan
(revenue and expenditure) and other elements which are not contents
of the financial plan, e.g.: the establishment plan setting the number of
posts for EU officials.

1.3. The general budget of the EC and budgets of the
member states

The general budget of the EC and budgets of the member states
are strictly separated. Every member state possesses its own national
budget which finances defined needs, depending on current, national
economic and social policy. The EC budget finances objectives and
activities which have been recognized as crucial for the Communities.
In many fields the objectives of the Communities and member states are
convergent. Therefore, the member states” budgets and the EC budget
are connected to one another - there are so-called transfers between
them. For example, states pay a membership fee to the general budget
and the Communities distribute appropriations to states from many
funds and programmes: structural funds, agricultural funds, Cohesion
Funds etc.

Useful links:

European Commission, Financial glossary
http://ec.europa.eu/budget/other_main/glossary_en.htm

European Commission, Current budgets
http://ec.europa.eu/budget/budget_detail/deciding_en.htm
European Commission, Previous budgets
http://ec.europa.eu/budget/budget_detail/previous_bbudgets_en.htm
European Commission, Publications
http://ec.europa.eu/budget/documents/publications_en.htm
European Commission, Eurostat

http://ec.europa.eu/eurostat
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2. Legal sources of budget law

BASIC DEFINITIONS:

Primary law - establishing treaties, amending treaties, accession treaties.
Primary law is also described as statute law® or constitutional
lawe.

Secondary law - regulations, directives and addressed decisions
pursuant to Art. 249 of TEC.

Sui generis acts - group of acts passed by community institutions which
do not appearin treaties and are not included in secondary
low, e.g.: sui generis decisions, resolutions, declarations,
inter-institutional agreements, and rules of procedures.

Hard law - binding law.”

Soft law - non-binding law.®

INTRODUCTION:

The legal order of the Communities is described as original, hybrid
and specific® etc. It cannot be compared directly to the legal system
of any contemporary states. In the literature, the Communities’ legal
acts (excluding the acts of II and III pillar) are commonly categorised
into primary law, which refers to the treaties (also accession treaties)
and secondary law (regulation, directives and addressed decisions in
compliance with Art 249 of the TEC). However this classification is not
complete as all acts which cannot be classified to the groups mentioned

C. Mik, op. cit., p. 480.

K. Lenaerts, P.V. Nuffel, Constitutional law of the European Union, London 2005, p. 705;
L. Lasok, Law and institutions of the European Union, London 2001, p. 123.

7 F. Beveridge, S. Nott, A hard look at soft law, in: P. Craig, C. Harlow (ed.), Lawmaking in the
European Union, London - Hague - Boston 1998, p. 285.

Ibidem

Z. Pietras, Prawo wspoélnotowe i integracja europejska, Warszawa 2005, pp. 33-34.

o o

©
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above are recognised as sui generis category'®, Such acts as resolutions,
sui generis decisions, guidelines, declarations, rules of procedures,
inter-institutional agreements can be found within this group. Some of
them belong to internal law which is binding only for the Communities’
institutions and their administrative services. However, it does not
mean that the legal position of the sui generis acts is insignificant in
the Community order. In fact their legal nature is ambiguous, but some
of them can be recognized as normative acts (sources of law) binding
Communities institutions, member states, legal and natural persons.

The specificity of EU budget law results from the fact that respective
acts from the above range will appear in every of the categories
mentioned above: primary law, secondary law, sui generis acts.

Treaty establishing the European Community

Article 279: 1. The Council, acting unanimously on a proposal
from the Commission and after consulting the European Parliament
and obtaining the opinion of the Court of Auditors, shall:

(a) make the Financial Regulations specifying in particular the
procedure to be adopted for establishing and implementing the
budget and for presenting and auditing accounts;

(b) lay down rules concerning the responsibility of financial
controllers, authorising officers and accounting officers, and
concerning appropriate arrangements for inspection.

From 1 January 2007, the Council shall act by a qualified majority
on a proposal from the Commission and after consulting the European
Parliament and obtaining the opinion of the Court of Auditors.

2.1. The financial provisions of the Treaties

The most important financial provisions of the Treaties are
following:

10 S. Biernat, Zrédta prawa Unii Europejskiej, in: J. Barcz (ed.), Prawo Unii Europejskiej,
Warszawa 2006, p. I-205; K. Lenaerts, P.V. Nuffel, op. cit., p. 784.
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— Art. 268-280 of TEC - Part V, Title II “Financial provisions”;

Art. 171-183a of the TEAEC!" - Title IV ‘“Financial
provisions”;

Art. 28 and 41 of the TEU'? - provisions on II and III pillars;

Art. 44a of the TEU - provisions concerning financing of “closer
cooperation”.

2.2. Secondary legislation

Secondary legislation referring to the general budget can be divided
into some thematic groups, but this classification is not complete. For
example:

1) provisions on budgetary principles, budgetary procedure,
implementation, procurement, grants, external audit and
discharge:

— Council Regulation (EC, EURATOM) No 1605/2002 of
25 June 2002 on the financial regulation applicable to the
general budget of the European Communities (OJ L 248,
16.9.2002, p. 1 with amendments),

— Commission Regulation (EC, EURATOM) No 2342/2002
of 23 December 2002 lying down detailed rules for the
implementation of Council Regulation No 1605/2002 (OJ
L 357, 31.12.2002, p. 1 with amendments);

2) provisions concerning financial control and protection of the EC
financial interests:

— Council Regulation (EC, EURATOM) No 2988/95 of
18 December 1995 on the protection of the European
Communities financial interests (OJ L 312, 23.12.1995,

p. 1),

1 Treaty establishing the European Atomic Energy Community.
12 Treaty on European Union (OJ C 321, 29.12.2006, p. E/1) hereinafter referred to as TEU.
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— Commission Decision of 28 April 1999 establishing the
European Anti-fraud Office (OLAF) (OJ L 136, 31.5.1999,
p. 20).

2.3. Sui generis acts concerning budget law of the EU

Among sui generis acts there can be indicated:

1) acts concerning budget revenue:

— Council Decision of 7 June 2007 on the system of the
European Communities’ own resources (OJ L 163,
23.6.2007, p. 17),

— Council Regulation (EC, EURATOM) No 1150/2000 of 22
May 2000 implementing Decision 2000/597/EC, Euratom
on the system of the Communities’ own resources (OJ L
130, 31.5.2000, p. 1);

2) acts on financial planning and management: interinstitutional
agreement between the European Parliament, the Council and
the Commission on budgetary discipline and sound financial
management (OJ C 139, 14.6.2006, p. 1);

3) acts on budgetary procedure and discharge:

— Art. 69-70, Art. 73-74, annex IV - European Parliament
- Rules of Procedure (OJ L 44, 15.2.2005, p. 1, 16th
edition),

— Art. 7 and Art. 19 of the Council Decision of 15 September
2006 adopting the Council’s Rules of Procedure (OJ L 285,
16.10.2006, p. 47);

4) acts containing annual general budgets, for example: Final

adoption of the general budget of the European Union
for the financial year 2008 (OJ L 71, 14.3.2008, p. 1).

Useful links:
The access to European Union law
http://eur-lex.europa.eu/en/index.htm

17



EU Budgets on line
http://eur-lex.europa.eu/budget/www/index-en.htm
Summaries of legislation. Budget
http://europa.eu/scadplus/leg/en/s27000.htm
Treaty of Lisbon
http://europa.eu/lisbon_treaty/index_en.htm

European Commission, the Financial Regulation and Implementing
Rules

http://ec.europa.eu/budget/documents/financial_regulation_en.htm
Office for the Publications of the European Communities
http://publications.europa.eu/index_en.htm

18



3. Financial Perspective (FP) 2007-2013

BASIC DEFINITIONS:

Financial Perspective (financial framework) - medium-term instrument
of financial planning (financial plan) containing general
objectives and the amount of expenditure of the EU for
seven years.

Technical adjustments - annual updating of Financial Perspective (FP)
made by the Commission at the beginning of the year n
for year n+1 on the basis of the inflation rate and taking
info consideration changes of gross national income (GNI)
of member states.

Headings of the FP - groups of expenditure included in the FP; amounts
of expenditure (appropriations) are expressed as payments
and commitments.

Adjustments connected with implementation - adjustment of expenditure
of the FP properly so as to amounts of payments cover
amounts of commitments.

INTRODUCTION:

Another financial instrument - financial perspective, also called a
financial framework, is applied to achieve fixed objectives of the EU
in economic and social policy, beside the annual budget. It can be said
that general budget and financial perspective make up complementary
instruments of financial planning: a budget in a short (yearly) period, a
financial perspective - in a medium one.

The financial framework, as opposed to the genera budget, has
no legal basis in the Treaties. It is included in sui generis act - inter-
institutional agreement between the European Parliament, the Council

19



and the Commission'>, However, before this agreement has been
adopted, all member states must unanimously consent to shape of
the financial framework during the summit of the European Council.
Unanimity is required for one reason - the financial perspective contains
overall amounts of the EU for seven years. Thus, the decision in this
matter is so crucial for the EC and the EU.

Interinstitutional Agreement between the European
Parliament, the Council and the Commission on budgetary
discipline and sound financial management

PART | - FINANCIAL the FRAMEWORK
DEFINITION AND IMPLEMENTING PROVISIONS

A. Contents and scope of the financial framework

9. The financial framework is set out in Annex I. It constitutes the
reference framework for interinstitutional budgetary discipline.

10. The financial framework is intended to ensure that, in the
medium term, European Union expenditure, broken down by broad
category, develops in an orderly manner and within the limits of own
resources.

11. The financial framework establishes, for each of the years 2007
to 2013 and for each heading or subheading, amounts of expenditure
in terms of appropriations for commitments. Overall annual totals
of expenditure are also shown in terms of both appropriations for
commitments and appropriations for payments.

12. The institutions acknowledge that each of the absolute amounts
shown in the financial framework represents an annual ceiling on
expenditure under the general budget of the European Union. Without
prejudice to any changes in those ceilings in accordance with the

13 Interinstitutional Agreement of 17 May 2006 between the European Parliament, the Council
and the Commission on budgetary discipline and sound financial management (OJ C 139,
14.6.2006, p. 1 with amendments) hereinafter referred to as IIA.
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provisions of this Agreement, the institutions undertake to use their
respective powers in such a way as to comply with the various annual
expenditure ceilings during each budgetary procedure and when
implementing the budget for the year concerned.

14. No act adopted under the codecision procedure by the European
Parliament and the Council nor any act adopted by the Council which
involves exceeding the appropriations available in the budget or the
allocations available in the financial framework in accordance with
Point 12 may be implemented in financial terms until the budget has
been amended and, if necessary, the financial framework has been
appropriately revised in accordance with the relevant procedure for
each of these cases.

3.1. FP as a medium-term instrument of financial
planning

FP fulfils crucial functions in the EU’s economic and social policy.
It belongs to medium-term financial planning instruments because it
enables the establishment of the EU’s main priorities and the means to
finance them for next seven years. In a wider context it affects the EU’s
global development. The current FP is valid for period 2007-2013.

3.2. Relations between FP and general budget

Even though FP fixes global expenditures for seven years, it does
not replace the annual general budget of the EC and does not absolve
responsible institutions of the EC from establishing a general budget for
every financial year. In fact, global amounts of expenditure included in
FP cannot be exceeded in the annual budget', but without the budget
these expenditures may not be spent as authorised by the general budget
(see Art. 4 of the FR). Those amounts not entered in the budget cannot

14 See point 12 of Il A.
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be allocated in the current and following years.” The general budget
also particularizes the FP.

3.3. Headings of the FP 2007-2013
3.3.1. Sustainable Growth

In the scope of Heading 1 - Sustainable Growth two main objectives
have been established:

— la Competitiveness for growth and employment which comprises
of such elements as: enterprise, energy, transport, research and
development, the information communities and media, regional
policy;

— 1b Cohesion for growth and employment which consists of:
employment, social policy and regional policy.

3.3.2. Preservation and Management of Natural Resources

The second Heading - The Preservation and Management of
Natural Resources is strictly connected to Common Agricultural Policy
financing, but not to the full extent. In this heading, the following
areas have been included: agriculture and rural development, fisheries,
maritime affairs and the natural environment.

3.3.3. Citizenship, freedom, security and justice

Two aims have been presented in the third heading as well as in
the first one:

— 3a Citizenship, freedom, security and justice which includes
those issues connected to migration, security, the protection of
individual freedom, fundamental rights and justice;

— 3b Citizenship comprises of: education and culture, health care
and consumer protection, enlargement.

15 European Commission, European Union public finance, Luxembourg 2002, p. 121.
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3.3.4. The EU as a global player

The fourth heading refers to the funds mainly to be distributed
as aid for the developing world. This aid based on the neighbourhood
policy, democracy, human rights, humanitarian and macroeconomic
aid.

3.3.5. Administration

The Heading Administration of the FP includes administrative
expenses of the EC institutions from nine sections of the general budget:
the Parliament, the Council, the Commission, ECJ etc.

3.3.6. Compensations

Heading 6 - Compensations is of a specific character as it relates
only to two member states: Romania and Bulgaria. It has been agreed
during the accession negotiations and comprises of two elements:
the cash flow instrument in order to eliminate the differences in cash
flows between the general budget and state budgets, and the Schengen
instrument to finance controlling activities on the new external frontiers
of EU.

Useful links:
European Commission, Financial Framework 2007-2013

http://ec.europa.eu/budget/documents/multiannual_framework_
en.htm

European Commission, A Financial Framework for the enlarged Union
(2007-2013)

http://ec.europa.eu/budget/prior_future/fin_framework_en.htm
EurActive, Financial Perspective 2007-2013

http://www.euractiv.com/en/future-eu/financial-perspective-2007-
2013/article-130497

UK Presidency of the EU, European Union Financial Perspectives 2007-13
- United Kingdom Presidency Proposal

http://www.eu2005.gov.uk
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4. Budgetary principles

BASIC DEFINITIONS:

Budgetary principles - general rules which define how the general
budget should be internally constructed, established and
implemented, particularly - how appropriations should be
collected and spent.

Unity of budget - formally - all appropriations should be included in
a single legal act - a budgetary act, substantially - all
appropriations allocated to achieve the Communities’
objectives must be placed in a general budget.

Non-assignment rule - the rule strictly connected with universality of
the budget; there is no connection between the revenue
from strictly defined sources with the expenditure on strictly
defined objectives.®

The gross budget rule - the rule strictly connected with universality of
the budget; revenue and expenditure may not be set off
against each other."”

INTRODUCTION:

The general principles regarding the general budget have been
extensively regulated by Community legislation. This means that they
are legal in nature and are not only stipulations. Some of them have
been placed in the Treaties (mainly in the TEC) in the provisions on
financial issues. They have been described in the FR in more detail, as
they are included in a separate title II - Budgetary principles. The first
of its provisions - Art. 3 - literally states that budget shall be established
and implemented in compliance with the principles of unity, budgetary

16 See more: European Commission, op. cit., p. 130.
17 See more: D. Strasser, op. cit., p. 48; European Commission, op. cit., pp. 130-134.
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accuracy, annularity, equilibrium, unit of account, universality,
specification, and sound financial management.

Council Regulation (EC, EURATOM) No 1605/2002 on the financial
regulation applicable to the general budget of the European
Communities

Title II - Budgetary principles

Article 3: The budget shall be established and implemented 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.

Article 4 - Principles of unity and of budget accuracy: 1. The
budget is the instrument which, for each financial year, forecasts and
authorises all revenue and expenditure considered necessary for the
European Community and the European Atomic Energy Community.

Article 5: 1. Subject to Article 74, no revenue shall be collected
and no expenditure effected unless booked to a line in the budget.

Atrticle 6 - Principle of annuality: The appropriations entered in
the budget shall be authorised for one financial year which shall run
from I January to 31 December.

Article 14 - Principle of equilibrium: 1. Budget revenue and
payment appropriations must be in balance.

Article 16 - Principle of unit of account: The budget shall be
drawn up and implemented in euro and the accounts shall be presented
in euro.

Article 17 - Principle of universality: Total revenue shall cover
total payment appropriations, subject to Article 18. All revenue and
expenditure shall be entered in full without any adjustment against
each other, subject to Article 20.

Article 21 - Principle of specification: Appropriations shall be
earmarked for specific purposes by title and chapter; the chapters shall
be further subdivided into articles and items.
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Article 27 - Principle of sound financial management: 1. Budget
appropriations shall be used in accordance with the principle of sound
financial management, namely in accordance with the principles of
economy, efficiency and effectiveness.

Article 29 - Principle of transparency: 2. The President of the
European Parliament shall have the budget and amending budgets,
as finally adopted, published in the Official Journal of the European
Union.

The budget shall be published within three months following the
date on which the budget is declared finally adopted.

4.1. Principle of unity and budget accuracy

The principle of unity and budget accuracy in its substantial scope
has been regulated in Art. 268 of the TEC. Under this regulation, all
revenue and expenditure of the Community should be included and
shown in every annual budget. This principle has been presented in
provisions of the FR: Art 4 and 5 in detail. The principle of unity and
budget accuracy should be analyzed in its formal and material aspects.
The formal aspect means including all the revenue and expenditure of
the EC in a single legal act - the budgetary act (the principle of formal
unity). The budgetary act constitutes the only legal basis of authorization
of overall budget funds. In consequence, neither revenue nor expenditure
can be realized if they have not been entered into the proper budget line
[Art. 5 (1) of the FR]. In the material (substantial) aspect, the principle
defines whose and what type of revenue and expenditure should be
included in the general budget: the EC, administration expenditure
relating to II and III pillar [Art. 28 (2) and Art. 41 (2) of the TEU],
operating expenditures of II and III pillar with some exceptions.

4.2. Principle of annuality

Firstly, the principle of annuality defines the length of the financial
year which runs from 1 January to 31 December [Art. 272 (1) of
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the TEC]. In the economic and management dimension, it fixes the
period for planning and managing the budget. In the legal dimension,
it determines the episodic nature of the budgetary act, which loses its
remit at the end of the financial year.

4.3. Principle of equilibrium

The principle of equilibrium is a treaty principle regulated in Art.
268 (3) of the TEC. It requires that revenue and expenditure shown in
the budget should be in balance. This principle is binding at this stage of
budget establishment as well as at the stage of budget implementation.

4.4. Principle of unit of account

The Principle of unit account stipulates that amounts included in
the budget in the stage of its authorisation as well as in the stage of its
implementation are expressed in Euros.

4.5. Principle of universality

The principle of universality is strictly connected to the principle
of unity. The principle of universality does not result directly from the
provisions of the Treaties but it has been defined by Art 17 of the FR.
It establishes the obligation to cover all budget expenditures from all
budget revenue. In practice, it prevents income from specific sources
being earmarked for any particular expenditure. Otherwise the result
would be the separation of certain types/categories of funds from the
general budget and consequently this would lead to the limitation of
available resources for financing other key objectives.

4.6. Principle of specification

The principle of specification in its basic scope has been regulated
by Art. 271 (3) of the TEC. The meaning of this principle has been
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expressed by assigning income and expenditures for internal units,
which have been stipulated as budget lines in budget law of the EU.
This principle defines the internal structure of the general budget
which can be analyzed in terms of general statement of revenue and
expenditure and the nine sections - Art. 40 of the FR) and also in terms
of classification of appropriations within a separate section, which is
divided into titles and chapters; the chapters consist of articles and
items (see Art. 21 of the FR).

4.7. Principle of sound financial management

This principle is based on the three detailed principles. They
constitute the criteria in accordance to which the expenditure should
be made. Under Art 27 of the FR, appropriations should be spent in
accordance with the following principles: economy, efficiency and
effectiveness.

4.8. Principle of tfransparency

The principle of transparency specifically relates to public
disclosure which can be understood as the requirement to publicize the
acts and the respective data arising from the EC general budget. From
the final adoption in Official Journal of the EU [Art. 29 (2) item 2 of
the FR] with reference to the general budget, a three-month period has
been established for its publication.

Useful links:

European Commission, Financial glossary, budgetary principles
http://ec.europa.eu/budget/other_main/glossary_en.htm

EU Budget on line, Infroduction to the general budget of 2008
http://eur-lex.europa.eu/budget/data/D2008_VOL1/EN/index.html
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5. Revenue of the general budget

BASIC DEFINITIONS:

Own resources system - basic revenue flowing automatically to the EC
budget without the need for any subsequent decision by
member states (national authorities).

Traditional own resources (TOR) - cafegories of revenue - levies,
premiums, additional or compensatory amounts, duties.

Own resources ceiling - maximum level of revenue of own resources
system which can be charged from member states to the
general budget every financial year; the maximum level
amounts to 1.24% of GNI.1®

INTRODUCTION:

The basic sources of revenue collection in the EC budget constitute
the so-called own resources system. There are also less important
categories of funds, when share in total budget revenue is taken into
consideration. The distinction of two groups of revenue source results
from Art. 269 (1) of the TEC, which states that the general budget shall
be financed wholly from own resources, without prejudice to other
revenue. With regard to this regulation, it is possible to affirm that
collected funds should be sufficient to realize EC and EU objectives.

The own resources system may be analyzed in the following three
dimensions:

1) financial: the system should ensure the protection and financial
stability of the EC and the EU; it should be flexible, which
means a correlation between the own resources ceiling and the
real needs of the EC during financial year;

18 See Art. 3 of the Council decision on the system of the European Communities’ own resour-
ces.
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2) economic: the level of sources is dependent on the economic
indicator - gross national income (GNI) which reflects the
economic situation in member states;

3) legal: the system has its own legal basis in treaty legislation;
collection of revenue from member states is legally sanctioned.

The own resources system is comprised of the following revenue
streams:

1) levies, premiums, additional or compensatory amounts;

2) duties;

3) value added tax revenue;

4) payments of members with reference to their GNI.

Treaty establishing the European Community

Article 269: Without prejudice to other revenue, the budget shall
be financed wholly from own resources.

The Council, acting unanimously on a proposal from the
Commission and after consulting the European Parliament, shall
lay down provisions relating to the system of own resources of the
Community, which it shall recommend to the Member States for adoption
in accordance with their respective constitutional requirements.

Council Decision (2007/436/EC, EURATOM) on the system of the
European Communities’ own resources’®

Article 1: [...]. The general budget of the European Union shall,
without prejudice to other revenue, be financed wholly from the
Communities’ own resources.

Article 2: 1. Revenue from the following shall constitute own
resources entered in the general budget of the European Union:

(a) levies, premiums, additional or compensatory amounts,
additional amounts or factors, Common Customs Tariff duties and

19 Council Decision (2007/436/EC, EURATOM) of 7 June 2007 on the system of the European
Communities’ own resources (OJ L 163, 23.6.2007, p. 17) hereinafter referred to as OR.
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other duties established or to be established by the institutions of the
Communities in respect of trade with non-member countries, [...] other
duties provided for within the framework of the common organization
of the markets in sugar;

(b) [...], the application of a uniform rate valid for all Member
States to the harmonised VAT assessment bases determined according
to Community rules. The assessment base to be taken into account
for this purpose shall not exceed 50% of GNI for each Member State,

[..-];

(c) [...], the application of a uniform rate — to be determined
pursuant to the budgetary procedure in the light of the total of all other
revenue — to the sum of all the Member States’ GNlIs.

Article 3: 1. The total amount of own resources allocated to the
Communities to cover annual appropriations for payments shall not
exceed 1,24% of the sum of all the Member States’ GNIs.

Article 6: The revenue referred to in Article 2 shall be used without
distinction to finance all expenditure entered in the general budget of
the European Union.

5.1. The financial autonomy of the European
Communities: the own resources system

The provision of Art. 269 (1) of the TEC and own resources’
decision establish the financial autonomy of the EC. This is why these
resources are defined as own. The collection of them is centralized,
non-returnable and legally secured. Any failures in transferring funds
by member states are recognized as a failure to fulfill the obligation
under the Treaties. In the literature own resources is defined as: ... tax
revenue allocated irrevocably to the Community to finance its budget
and accruing to it automatically without the need for any subsequent
decision by the national authorities.*

20 European Commission, European Union..., p. 101.
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5.2. Traditional Own Resources (TOR)

The first two categories are defined as natural own resources (also:
traditional own resources), as they have existed since 1970, when the
system was established.”’ The member states are required to accrue
these funds from legal entities and individuals. 25% of the revenue
remains in national budgets as the collection costs.

5.3. The VAT resource

The VAT revenue is collected from all member states by applying
uniform rate amounting to 0.30% of tax base; however in the years
2007-2013 the rate applied for Austria amounts to 0.225%, for
Germany - 0.15%, for Netherlands and Sweden - 0.10%. The lower
payments approved for the states mentioned above are the result of the
mechanism of the “British rebate”, which was granted to the UK in
1984. It is a form of compensation because the UK was given lower
payments within the confines of the Common Agriculture Policy in
relation to other member states, especially France. The rebate reduces
VAT payments of the UK, but is financed by other member states. The
lower rates of VAT revenue of the above mentioned states are the result
of their status as the largest net-payers of the EC budget.

5.4. The Gross National Income resource as the fourth
resource

Own payments of member states, the so called the fourth source,
are of supplementary character. They are settled after the calculation of
what percentage of the GNI is made by the first three sources. Following
the above calculation, the remaining shortage is met to the extent of the
actual budget need for the respective year, but the sum of all revenue
cannot exceed 1.24% of the GNI.

21 European Commission, European Union..., pp. 103-108.
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5.5. Miscellaneous revenue

Other revenue from the general budget resulting from specific legal
acts is as follows*:

1) surplus from the previous financial year;

2) revenue accruing from people working with EU institutions and
other community bodies;

3)revenue accruing from administrative operations of these
institutions;

4) interest on late payments and fines;

5) revenue resulting from the European Community guarantee for
borrowing and lending operations in the member states;

6) capital repayments and interests in respect of loans granted by
the Commission.

Useful links:

European Commission, Where does the money come from?
http://ec.europa.eu/budget/budget_glance/where_from_en.htm
European Commission, Financing the budget
http://ec.europa.eu/budget/budget_detail/financing_en.htm
European Commission, Financing system
http://ec.europa.eu/budget/documents/eu_financing_system_en.htm
European Commission, Reports on the financing of the European Union

http://ec.europa.eu/budget/documents/agenda_2000_reports_
financing_en.htm

22 Part B, Titles 3-9 of the General statement of revenue by budget heading, Final adoption of the
General budget of the European Union for financial year 2008 (OJ L 71, 15.3.2008, p. 1).
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6. Expenditure of the general budget

BASIC DEFINITIONS:

Commitment appropriations - expenditure which corresponds to the
total cost of the legal commitments entered intfo during
the current financial year.

Payment appropriations - expenditure which corresponds to the
payments made to honor the legal commitments entered
intfo in the current financial year and/or earlier financial
years.

Expenditure of policy areas - expenditure from the general budget
allocated to EC’s and EU’s main fields of activity, e.g.:
enterprise, competition, employment and social affairs,
energy and fransport, environment, agriculture rural
development. There are 31 policy areas placed in the third
section (Commission’s section) of the general budget of
EC.

INTRODUCTION:

EU’s budget law comprises certain categories of budgetary
expenditure. Some groups of expenditure (appropriations) can be
distinguished:

1) with regards to the type of expenditure:

— administrative and operational expenditure [Art. 41 (2) of
the FR];

— compulsory and non-compulsory expenditure (legal
criterion - part C of the I1A);

2) with regards to legal forms of expenditure:

— differentiated appropriations: commitment and payment
appropriations [Art. 7 (2) and (3) of the FR];
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— grants - donations (Art. 108 of the FR);

— transfers - payments to beneficiaries with no equivalents,
e.g.: contributions paid by the Communities as subscriptions
to bodies of which they are members; expenditure
implemented as a part of shared, decentralised or joint
management (see point 8.2), pensions;

— payable expenditure. e.g. expenditures on members and
staff of the institutions, loans, risk-bearing instruments of
the Community.

Treaty establishing the European Community

Article 271: The expenditure shown in the budget shall be
authorised for one financial year, unless the regulations made pursuant
to Article 279 provide otherwise.

Council Regulation (EC, EURATOM) No 1605/2002 on the
financial regulation applicable to the general budget of the European
Communities

Article 7: 1. The budget shall contain differentiated appropriations,
which shall consist of commitment 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, [...]

3. Payment appropriations shall cover payments made to honour
the legal commitments entered into in the current financial year and/or
earlier financial years.

Article41: 1. Commission revenue and the revenue and expenditure
of the other institutions shall be classified by the budgetary authority
according to their type or the use to which they are assigned under
titles, chapters, articles and items.

2. The statement of expenditure for the Commission section shall
be set out on the basis of a nomenclature adopted by the budgetary
authority and classified according to purpose.
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A title shall correspond to a policy area and a chapter shall, as a
rule, correspond to an activity.

Each title may include operational appropriations and
administrative appropriations.

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

Interinstitutional Agreement between the European Parliament,
the Council and the Commission on budgetary discipline and sound
financial management

C. Classification of expenditure

34. The institutions consider compulsory expenditure to be
expenditure necessarily resulting from the Treaties or from acts adopted
in accordance therewith.

35. The preliminary draft budget is to contain a proposal for the
classification of each new budget item and of each budget item with an
amended legal base.

If they do not accept the classification proposed in the preliminary
draft budget, the European Parliament and the Council will examine
the classification of the budget item concerned on the basis of Annex
111

6.1. Administrative and operational expenditure

The administrative expenditure covers costs of functioning of the
Community institutions.

Operational expenditure is allocated to the financial objectives and
areas of the EC’s and the EU’s activity. In the Financial Perspective
2007-2013, this expenditure is generally included under specific
headings (see point 3.3.) with some exceptions, and Heading 5 -
Administration. In the EC, the annual budget operational expenditure is
presented in more detail and is classified according to the policy areas.
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6.2. Compulsory and non-compulsory expenditure

Pursuant to point 34 of IIA, compulsory expenditure is such
payments (considered by the Community institutions) which necessarily
arise from the Treaties or from the acts adopted in accordance
therewith.

6.3. Differentiated and non-differentiated
appropriations

Art. 7 of the FR allows us to distinguish between differentiated and
non-differentiated appropriations, the key difference being a limited
spending period (a financial year).

Non-differentiated appropriations are planned and distributed
in one financial year: these consist of administrative expenditure and
refunds to member states. Differentiated appropriations consist of
commitment and payment appropriations, and may concern different
financial years. The first ones reflect the legal liabilities incurred in the
current financial year, but their maturities may fall in the same or the
following year.

Payment appropriations cover commitments when they are
matured.

Useful links:

European Commission, Policy areas
http://ec.europa.eu/budget/budget_detail/policy_areas_en.htm
European Commission, Documents, Budget in figures
http://ec.europa.eu/budget/documents/budget_current_year_en.htm
Budget on line, 2008 General budget, Section 3 - Commission
http://eur-lex.europa.eu/budget/data/D2008_VOL4/EN/index.html
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7. Establishment of the general budget

BASIC DEFINITIONS:

Preliminary draft budget - draft of the general budget prepared by the
Commission and submitted to the Council not later than 1
September of the year preceding that in which the budget
is to be implemented.

Draft budget - draft of the general budget passed by the Council in first
reading after submitting by the Commission and afterwards
forwarded to the European Parliament.

Budget authority - Community institutions accountable for passing the
general budget during a legal procedure in two readings -
the Council and the European Parliament.

Trialogue - common session of the Commission, the Council and the
European Parlioment, within the confines of budget
establishment procedure, in order to achieve common
standpoints, accelerate and simplify the next stages of the
procedure.

INTRODUCTION:

The procedure of establishing the general budget is based on the
Treaty (see Art. 272 of the TEC). It has been expressly separated in
the TEC, which proves its constitutional nature. One should emphasize
here that it does not have a supplementary character - the provisions of
the procedure are not lex specialis with reference to other legislative
procedures provided for in the TEC (co-operation, co-decision,
consultation and conciliation procedures). The general budget is
established on the basis of a budgetary procedure without any references
to other legislative proceedings. Consequently it can be concluded that
the budgetary procedure is a complex one, as it includes all relevant
stages until its final adoption.
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Treaty establishing the European Community

Article 272: 3. The Commission shall place the preliminary draft
budget before the Council not later than 1 September of the year
preceding that in which the budget is to be implemented.

The Council, acting by a qualified majority, shall establish the
draft budget and forward it to the European Parliament.

4. The draft budget shall be placed before the European Parliament
not later than 5 October of the year preceding that in which the budget
is to be implemented.

The European Parliament shall have the right to amend the draft
budget, acting by a majority of its Members, and to propose to the
Council, acting by an absolute majority of the votes cast, modifications
to the draft budget relating to expenditure necessarily resulting from
this Treaty or from acts adopted in accordance therewith.

If, within 45 days of the draft budget being placed before it, the
European Parliament has given its approval, the budget shall stand as
finally adopted. If within this period the European Parliament has not
amended the draft budget nor proposed any modifications thereto, the
budget shall be deemed to be finally adopted.

7. When the procedure provided for in this Article has been
completed, the President of the

European Parliament shall declare that the budget has been finally
adopted.

8. However, the European Parliament, acting by a majority of its
Members and two thirds of the votes cast, may, if there are important
reasons, reject the draft budget and ask for a new draft to be submitted
to it.
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Council Regulation (EC, EURATOM) No 1605/2002 on the financial
regulation applicable to the general budget of the European
Communities

Article 37: 1. If there are unavoidable, exceptional or unforeseen
circumstances, the Commission may present preliminary draft
amending budgets.

Requests for amending budgets, in the same circumstances as
referred to in the preceding paragraph, from institutions other than the
Commission shall be sent to the Commission.

7.1.Drawing up the preliminary draft budget

The provisions of Art. 272 (3) of the TEC and also Art. 33 of the
FR grant the Commission an exclusive legislative right. This means
that only the Commission has rights and obligations, at the same time,
to draw up the preliminary draft budget and place it before the Council
not later than 1 September in the first reading. Although the Council
receives the draft in the year preceding that in which the budget is to be
implemented, in fact the Commission prepares the general budget two
years earlier.

7.2. Procedures of readings of the general budget

The procedure of establishing the general budget is comprised of
two readings which are alternately carried out before the Council and
the European Parliament (there are readings before the Council and
two readings before the Parliament). However, it does not mean that
two readings always take place. The budget may have already been
established after the first reading. These two institutions are responsible
for the establishment of the budget, therefore they are called the
budgetary authority.

7.3. Passing and the final adoption of the general
budget

Every reading stage during the procedure of budget establishment
finishes in a vote on changes entered in the draft. The Council as
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well as the Parliament has to accept any proposed modifications,
mainly relating to modifications to compulsory and non-compulsory
expenditure. However, the regulations on budgetary procedure do not
entitle the institutions of the budgetary authority to unrestrained activity
in this matter, but strictly define where and in what range the changes
may be entered.

Formally, the procedure is concluded with the resolution of the
President of the European Parliament in which s/he affirms that the
general budget is finally adopted (final adoption of the general budget
of the European Union)*. From this point the budget must be published
within three months.

7.4. Amending general budget during the financial
year

Modifications to the general budget during the financial year occur
quite frequently, on average several times. They are entered following
a special legal form - amending budgets. Every amending budget has
its own successive number, e.g. amending budget no 1**, amending
budget no 2. etc.

Useful links:

European Commission, Deciding the budget
http://ec.europa.eu/budget/budget_detail/deciding_en.htm
European Commission, Documents, Financial year
http://ec.europa.eu/budget/documents/budget_current_year_en.htm
European Parliament, Committee on Budgets

http://www.europarl.europa.eu/comparl/budg/default_en.htm

23 Final adoption of the General budget of the European Union for financial year 2008 (OJ L 71,
15.3.2008, p. 1).

24 See: Final adoption of amending budget No 1 of the European Union for financial year 2008
(OJ L 175, 4.7.2008, p. 1).
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European Parliament, Activities, Committee on Budgets, Budgetary
procedures

http://www.europarl.europa.eu/activities/committees/usefulLinksCom.
do?language=EN&body=BUDG

Council of the European Union, Economic and Financial Affairs

http://www.consilium.europa.eu/
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8. Implementation (execution) of the general
budget. Budgetary audit and discharge

BASIC DEFINITIONS:

Principles of general budget implementation - general rules which
define how the general budget should be implemented,
in particular: methods of implementation, accountability
and duties of the financial actors, procedures of allocation
of appropriations. The scope of these principles is narrower
than budgetary principles.

Basic act - legal act which must be adopted before spending money
from the general budget and provides a legal basis for
allocation appropriations; basic acts are: regulation,
directive, decision, sui generis decision.

Budgetary discharge - is the decision by which the European Parliament,
on the basis of the recommendation from the Council,
accepts the way the budget is implemented: revenue and
expenditure operations.

Financial actors - European officials who take part in process of
implementation of the general budget: authorising officer,
accounting officer, imprest administrator.

INTRODUCTION:

The implementation of the general budget is, generally speaking,
the next stage in a budgetary procedure after its establishment. The
budget is recognized as a financial plan which should lead to its
realization. Naturally, every plan has an element of uncertainty and it
is not reasonable to expect a 100 per cent effectiveness. The process of
implementation mainly consists of revenue and expenditure operations;
it is essential for these operations to be carried out legally (in accordance
with Community law), within fixed dates and by those nominated as
financial actors.
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The process of implementation (with all its elements) has to be
controlled because it concerns expenditure of public funds. Therefore,
the institutions of internal and external control (audit) as well as
of budgetary discharge that approve the whole process of budget
implementation are established.

Treaty establishing the European Community

Article 274: The Commission shall implement the budget, in
accordance with the provisions of the regulations made pursuant
to Article 279, on its own responsibility and within the limits of the
appropriations, having regard to the principles of sound financial
management. Member States shall cooperate with the Commission
to ensure that the appropriations are used in accordance with the
principles of sound financial management.

Article 275: The Commission shall submit annually to the Council
and to the European Parliament the accounts of the preceding financial
vear relating to the implementation of the budget. The Commission shall
also forward to them a financial statement of the assets and liabilities
of the Community.

Article 276: 1. The European Parliament, acting on a
recommendation from the Council which shall act by a qualified
majority, shall give a discharge to the Commission in respect of
the implementation of the budget. To this end, the Council and the
European Parliament in turn shall examine the accounts and the
financial statement referred to in Article 275, the annual report by the
Court of Auditors [...].

Council Regulation (EC, EURATOM) No 1605/2002 on the financial
regulation applicable to the general budget of the European
Communities

Article 49: 1. A basic act shall first be adopted before the
appropriations entered in the budget for any action by the Communities
or by the European Union may be used.
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A basic act is a legal act which provides a legal basis for the action
and for the implementation of the corresponding expenditure entered
in the budget.

Article 50: The Commission shall confer on the other institutions
the requisite powers for the implementation of the sections of the budget
relating to them.

Article 52: 1. All financial actors and any other person involved
in budget implementation, management, audit or control shall be
prohibited from taking any action which may bring their own interests
into conflict with those of the Communities.

Article 53: The Commission shall implement the budget in
accordance with the provisions set out in Articles 53a to 53d in any of
the following ways:

(a) on a centralised basis;

(b) by shared or decentralised management;

(c) by joint management with international organisations.

Article 58: The duties of authorising officer and accounting officer
shall be segregated and mutually incompatible.

8.1. Principles of general budget implementation

The Financial Regulation creates some general principles strictly
concerning the process of budget implementation. Not all of them are
literally defined by law but they may be open to interpretation. The
most important principles are:

1) principle of basic act superiority (Art. 49 of the FR),

2) principle of handing over competences (Art. 50-51 of the FR),

3) principle of preventing a conflict of interests (Art. 52 of the
FR),

4) principle of segregation of duties (Art. 58 of the FR),
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8.2. Implementation methods of the general budget

On average, over €120 billion is concentrated on the revenue
side in every general budget for a fixed financial year. Over 80% of
this amount is transferred to member states and third party countries.
Even though the Commission is mainly responsible for the budget
implementation, it is impossible for this institution to control the
legality of money spent from the general budget unaided. Therefore,
the Financial Regulation (see Art. 53 and the following) establishes the
following implementation methods of the general budget:

1) method of centralization, in which the budget is implemented
directly by the Commission and indirectly by other institutions,
e.g. executive agencies, Community agencies;

2) method of shared management, where the implementation tasks
are delegated to member states;

3) method of decentralized management, in which the budget is
implemented together with third countries;

4) method of joint management with international organizations.

8.3. External audit - the role of the Court of Auditors

The control of revenue and expenditure operations is closely
connected with budget implementation. Apart from internal control,
a special independent body has been established for external control
(audit) - The Court of Auditors exists in each Community institution
included in the sections of the budget. Pursuant to Art. 140 of the FR,
this institution is responsible for checking that revenue and expenditure
operations are carried out in a legal and proper manner. The Court is also
entitled to receive financial statements from Community institutions.

8.4. Budgetary discharge

Budgetary discharge is a consequence of the process of budget
implementation. After the budget has been established and implemented,
it is necessary to determine how revenue and expenditure have been
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collected and spent. In accordance with the provisions of the TEC and
the FR, budgetary discharge is given to the Commission by the European
Parliament with a qualified majority on the Council’s recommendation,
before 15 May of year n+2. It means that the discharge is voted after 2
years from the financial year in which the budget was implemented.

Budget law does not specify what would happen in the case of the
discharge being refused. Initially, when the appropriate provisions were
adopted, the interpretation was such that the Commission was forced to
resign. However, political practice shows something else occurred. In
1984 and 1999 when the European Parliament refused to discharge,
the Commission did not resign.” Therefore, the budgetary discharge
decision may be recognized as a political decision, but not a legal one.

Useful links:

European Commission, How is the Community budget managed?
http://ec.europa.eu/budget/sound_fin_mgt/how_who_en.htm
European Commission, External audit
http://ec.europa.eu/budget/sound_fin_mgt/external_audit_en.htm
European Commission, Discharge
http://ec.europa.eu/budget/sound_fin_mgt/discharge_en.htm
European Courts of Auditors

http://eca.europa.eu/

European Parlioment, Committee on Budgetary Control
http://www.europarl.europa.eu/comparl/cont/site/default_en.htm
The European Anti-Fraud Office

http://www.europarl.europa.eu/comparl/cont/site/default_en.htm

25 European Commission, European Union..., p. 310; D. Strasser, op. cit., p. 291.
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10. Glossary

absolve (v.) - to acquit, release

accrue (v.) - to accumulate, grow,

appropriation (n.) - allocation

assignment (n.) - transfer of ownership or rights

binding (adj.) - compulsory; executed with proper legal
authority

cohesion (n.) - unity, union

commitment (n.) - obligation, promise

convergent (adj.) - approaching each other

disclosure (n.) - exposure

draft (n.) - a preliminary version

equilibrium (n.) - balance

maturity (n.) - date when an obligation becomes due

procurement (n.) - purchase, sale, acquisition

pursuant (adj.) - in accordance with

revenue (n.) - income, return, gains;

surplus (n.) - excess, extra

Based on:

Merriam-Webster: www.merriam-webster.com

Babylon: www.dictionary.babylon.com
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11. Quiz

I. Decide if the following sentences are true or false (5 pts)

50

1. The Treaty establishing the European Community and the
Treaty establishing the European Atomic Energy Community,
regulating individual elements of the general budget, stipulate
its uniform legal definition.

2. The current FP will still be in force in 2014.

3. Budgetary principles have been described precisely in FP.

4. Payment appropriations belong to the category of differentiated
appropriations.

5. There are four principles concerning the process of budget
implementation.

ll. Match the phrases with the definitions given below.
There are some extra words (5 pts)

basic act budgetary act budgetary principles
commitment appropriations hard law payment appropriations
primary law secondary law soft law unity of budget

a. regulations, directives and addressed decisions pursuant to Art.
249 of the TEC
b. non-binding law

c. general rules which define how the general budget should
be internally constructed, established and implemented,
particularly - how appropriations should be collected and spent

d. formally - all appropriations should be included in a single legal
act - a budgetary act, substantially - all appropriations allocated



to achieve the Communities’ objectives must be placed in a
general budget

e. expenditure which corresponds to the payments made to honour
the legal commitments entered into in the current financial year
and/or earlier financial years

lll. Enumerate at least five budgetary principles (5 pts)

1. Principle of
2. Principle of
3. Principle of
4. Principle of
5. Principle of

IV. Complete the abbreviations and explain what
institutions they are (5 pts)

FP

VAT Tax

GNI  Gross Income

TOR Own Resources

the TEC establishing the European Community

V. Complete the extract with the words given below (5 pts)

budget Council the Financial

Regulations opinion procedure

Treaty establishing the European Community

The acting unanimously on a proposal from the
Commission and after consulting the European Parliament and
obtaining the of the Court of Auditors, shall:
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(a) make specifying in particular the to be
adopted for establishing and implementing the and
for presenting and auditing accounts;

(b) lay down rules concerning the responsibility of financial
controllers, authorising officers and accounting officers, and
concerning appropriate arrangements for inspection.

From 1 January 2007, the Council shall act by a qualified majority
on a proposal from the Commission and after consulting the European
Parliament and obtaining the opinion of the Court of Auditors .

VI. Match the columns (5 pts)

1) draft a) audit

2) non-compulsory b) expenditure
3) budgetary ¢) agreement
4) external d) budget

5) inter-institutional e) discharge

VIl. Complete the gaps with an appropriate preposition

(5 pts)
for from in on with
Article 50: The Commission shall confer the other institutions
the requisite powers the implementation of the sections of the

budget relating to them.

Article 52: 1. All financial actors and any other person involved

budget implementation, management, audit or control shall be

prohibited taking any action which may bring their own interests
into conflict those of the Communities.

Both glossary and quiz were prepared by Halina Sierocka

52




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


