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Conclusions and recommendations

The European Commission proposal or a regulatimleurexaminatiojn amends the current
Common Provisions Regulation for European fAndsth a view to reducing the pre-financing
of aid granted to the Member States under the 20240 MFF from 3% to 1% of the amount of
such aid between 2021 and 2023.

If the new Common Provisions Regulaﬁois approved in the terms proposed by the
Commission, the reduction in the pre-financing patage in the final period of implementation
of programmes financed with EU funds under the 20020 MFF will be compounded, when
implementation of the 2021-2027 MFF begins, bywneyreater reduction: the percentage will
fall to 0.5% between 2021 and 2026, and will beliabed altogether with effect from 2027. At
the same time, the Commission proposes the follgwor the next MFF: a reduction in
resources for cohesion policy (-10%) and for theoRaan Maritime and Fisheries Fund (-13%),
an increase in the Member States' percentage dinaoeing, and a shorter programme
implementation period (from N+3 to N+2).

Pre-financing primarily supports Member State cév-in order to launch the implementation
of programmes co-financed by European funds aniaxcessive delay in their completion.
Pre-financing is a useful and necessary instrunieshould be borne in mind that, in order to
launch a programme financed by European funds, Mleenber States must advance the
resources to the public and/or private actors wieodsrectly responsible for the programme's
implementation.

The EESC does not consider the reasons given byCtdmemission for reducing the pre-
financing percentages in the final stage of impletaigon of the 2014-2020 MFF to carry
sufficient weight to justify this action.

In the EESC's view, the Commission possesses atdemsiruments to monitor the proper use
of European funds, including pre-financing, by Member States: it would of course support
any reforms that enhance this capacity.

The EESC urges the Commission to reconsider igggsa@ to reduce pre-financing percentages
and to retain the percentages set out in the du@@emmon Provisions Regulation for European
funds under the 2014-2020 MFF.

The EESC also calls on the Commission to revisepteefinancing provisions in its proposal
for a Common Provisions Regulation for Europeardfufor the 2021-2027 MFF in line with
the arguments set out in the present opinion.

Proposal for a Regulation of the European Parliament and of the Council amending Regulation (EU) No 1303/2013 as regards
adjusting the level of annual pre-financing for the years 2021 to 2023, COM(2018) 614 final - 2018/0322 (COD)

Regulation (EU) No 2013/2013 of the EP and of the Council of 17/12/2013 laying down common and general provisions on various
European Funds and repealing Council Regulation (EC) No 1803/2006.

Proposal for a Regulation of the European Parliament and of the Council laying down common provisions on the European
Regional Development Fund, the European Social Fund Plus, the Cohesion Fund, and the European Maritime and Fisheries Fund
and financial rules for those and for the Asylum and Migration Fund, the Internal Security Fund and the Border Management and
Visa Instrument, COM(2018) 375 final - 2018/0196 (CORhd annexes.
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Background to the Commission proposal

The current Regulation (EU) No 1303/2013 laying dosommon provisions on European

Funds sets out rules governing the distributiomesburces within the Multiannual Financial

Framework (MFF) 2014-2020. Article 134 sets out gre-financing amounts that Member

States can receive from the EU to launch eligibmmmes which will be financed by those
funds. The regulation provided for the pre-finagciate to gradually rise from 1% in 2014 to

3% of the value of support for programmes from Hueds and the EMFF between 2020 and
2023.

Article 1 of the Proposal for a Regulation amendiegulation (EU) No 1303/2013, discussed
in this opinion - the only one of the two articliesthe text with regulatory content - amends
Article 134 of Regulation (EU) No 1303/2013, redwugithe pre-financing in the period

2021-2023 from 3% to 1% and retaining 3% only fOR@. This is still pre-financing under the

2014-2020 MFF programmes, which will continue tdrbplemented until 2023.

The reasons for the change in the pre-financingngement as set out in the explanatory
memorandum of the proposal are "... to increasaspaency and contribute to the

predictability of budgetary planning and to a mstable and predictable payment profile", with

regard to the repayment of funds from Member Statékse EU generated by the system during
clearance. The explanatory memorandum also mentfengact that from 2019 the basis for

calculating the pre-financing rate will alreadylute the "performance reserve”, equivalent to
6% of the total value of the planned support.

The proposal concerns pre-financing for programifireenced by the following funds: the

European Regional Development Fund, the EuropearalSeund Plus, the Cohesion Fund and
the European Maritime and Fisheries Fund, togetitr the Border Management and Visa
Instrument.

Article 84 of the Proposal for a Regulation layoshgvn common provisions on European Funds
within the Multiannual Financial Framework 2021-Z0Zets a pre-financing rate of 0.5% of
the total amount of assistance from the Funds thd/n in the decision approving the
programme, stipulating that it is only to be grangeiring the first six years of the period - from
2021 to 2026. The Commission proposal does notigeofor pre-financing in 2027 and
subsequent years. Interreg programmes will be gederby specific rules setting a pre-
financing rate of 1% of the total amount of thegreonme.

Other changes to the current rules contained indilaé Regulation laying down common
provisions for 2021-2027 are a decrease in theaft®-financing from the EU budget and a
shorter implementation time for programmes, with Huggestion of changing from the N+3
rule to the N+2 rule.

COM(2018) 375 final — 2018/0196 (COBhdannexes
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General and specific comments, and proposals

The procedures to implement support for programmiresnced by the funds affected by
Regulation (EU) No 1303/2013, together with theeotlccounting and control rules for
resources provided by the EU to the Member Stategiire the Member States to advance the
resources to the public institutions, private astor partnerships of both, who are directly
responsible for implementing these programmes. Asgrammes are implemented, and
implementation is duly certified by the Member 8ttthe EU releases the matching share of
co-financing committed to each of the approved @ognes.

Pre-financing primarily supports Member State céal; which is very useful for launching
the implementation of programmes co-financed byogean funds and avoiding excessive
delay in their completion as a result of any cdetfproblems they may have. Such cash-flow
difficulties were particularly acute during the wbyears of the recent economic and financial
crisis, when extreme austerity policies were appléand these difficulties persist, especially for
those Member States that have to bring down thelgét deficits.

The time taken to reflect on, draw up, presentpadad begin to implement programmes varies
according to their character and the ability of adstrations and private actors in each of the
Member States. This frequently takes more thanyears: as a result, implementation phases
often accumulate in the final years of each MHAfisfiing two or three years after completion of
the latter. The 2013 Common Provisions Regulatimeared to take this factor into account by
providing that annual pre-financing rates woule fiosm 1% in 2014 to 3% from 2020 to 2023,
moving from 2% to 2.875% between 2016 and 2019.

The Commission is now adopting the opposite approacthe proposal to amend the 2013
Regulation discussed in the present opinion, anprefinancing, which will stand at 2.875%

of the value of each programme in 2019, falls to B8twveen 2021 and 2023. Similarly, but
more radically, the Proposal for a Regulation adbmmon provisions of the MFF 2021-2027
sets annual pre-financing at 0.5% between 202128@8, and removes it entirely in 2027 and
the subsequent years in which the implementatiggragrammes financed by the structural and
cohesion funds will continue.

In the Committee's view, the reasons given by tbe@ission in the explanatory memorandum
to the Proposal for a Regulation are insufficientvarrant the change. It cites the transparency
and predictability of budgetary planning and a ptdble payment profile. The EESC considers
there to be no reason for these - entirely desirabtiteria to be incompatible with a procedure
for advancing and clearing support, where adequai&ols are in place, as they should be.

The figure mentioned in the exploratory memoranduanfinancial flow of EUR 6.6 billion
(2017) in recoveries from the Member States toEble- cannot, on account of its volume, be
the result solely of excess pre-financing, but malsb arise from the non-implementation or
poor implementation of programmes, or poor planniofg certification of expenditure.
Moreover, the claim made in the explanatory memduan that the reduction in the pre-
financing percentage will be offset because thectadn will also apply, from 2019 onwards, to
the "performance reserve" is not accurate. Thisrvesrepresents only 6% of the programme,
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and the percentage of new pre-financing that ipgsed will only be one third of that planned.

What is more, the "performance reserve" is alsoaued for in each Member State's budget
and the only outcome for them is to lose this 6%wvhole or in part, if they do not meet the

implementation criteria.

If the problem that the regulatory change is inezhtb resolve were to be related to the cash-
flow management of budget resources, what the Cemiam is proposing would transfer cash-
flow problems from the EU to the Member States. Hsele is complex because, given that in
the current 2014-2020 MFF, EU resources basedeiMeémber States' contributions according
to their Gross National Income (GNI) represent 7@%verall EU incomg any discussion of
EU cash-flow also involves the cash-flow of the M@mmStates in keeping with their levels of

It should also be borne in mind that the ProposahfRegulation on common provisions for the
2021-2027 MFF introduces an increase in the pesgenof co-financing to be covered by the
Member States, and the rule governing the impleatiemt period is reduced by a year,

changing from N+3 to N+2. At the same time, the2@R27 MFF proposal entails a reduction

in resources for cohesion policies of 10% and lier European Maritime and Fisheries Fund of
13%. In other words, it is proposed at the same tim significantly cut fund resources, to

reduce programme implementation periods, and tr&tMember States should increase their
co-financing commitments while pre-financing isssiad.

It should be pointed out that in its umbrella opmion the 2021-2027 MIEF"The EESC, in
accordance with the European Parliament's posifimyposes that the expenditure and revenue
figure reach 1.3% of GNI" and that "... the finargf cohesion policies (the sum of ERDF, CF
and ESF) should be maintained in the MFF 2021-2@27east with the same resources, at
constant prices, as in the current financial fragh The same criterion can be applied to the
CAP and the European Maritime and Fisheries Fundh WW¢gard to revenue, in the same
opinion the EESC argued that this "... should dtarh the HLGOR and European Parliament
proposals for a wide range of further sources oh aasources, leading to a significant shift
towards reliance on own resources within the peobdhe coming MFF".The agreement
between the EESC, the EP and the Committee of ¢éiggoRs on this and many other aspects of

Earlier positions are reiterated in the sectorsigd opinions on the EU's new financial
framework, in particular the opinion on the CommBnovisions Regulatianhich, in

accordance with the views set out in the opiniorttenMultiannual Financial Framework post
2020, adds "... the EESC regrets that this proposahdmée current N+3 rule to an N+2 rule
and invites the European Commission to reconsitlerand at the same time "asks the

The Commission's proposal for the 2021-2027 Migdfeases the EU's planned "own resources", bubMiedetermined Member

3.7
wealth.
3.8
3.9
the next MFF is particularly striking.
3.10
5
State contributions would continue to be close®5
6 0J C 440, 6.12.2018, p. 106
! OJ C.... ECO/46) (not yet published).
8

0OJ C 440, 6.12.2018, p. 106

ECO/482 — EESC-2018-04700-00-00-AC-TRA (EN) 6/7



3.11

3.12

3.13

3.14

Commission to reconsider increasing the co-finapaiates [to be borne by the Member
States]".

In the EESC's view, the Commission possesses ateisiruments to monitor the proper use
of European funds, including pre-financing, by thilember States. At the same time, it
considers that close cooperation between the Cosionisand the Member States can and
should improve a number of aspects of programmenpig and management, and would
support reforms that enhance such capacities.

In the light of the above points, the EESC disagredth the Proposal for a Regulation
amending Regulation (EU) No 1303/2013 that seekssubstantially reduce annual pre-
financing for the 2021-2023 period.

The Committee urges the Commission to reconsidepribposal and to take account of the
present opinion and the views of the Member Statgsarticular those that most efficiently and
correctly implement programmes that are co-finangitl European funds. In the event that the
pre-financing percentages set out in the curregilation are not maintained, it calls for the
reduction to be significantly less than the twadhi(calculated proportionately) proposed.

The EESC also calls for the drastic cut in prefiitiag and its abolition from 2027 onwards, as
set out in the Proposal for a Regulation on themomprovisions for the European funds under
the 2021-2027 MFF.

Brussels, 24 January 2019

Luca JAHIER
The president of the European Economic and Soadair@ittee
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