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Budget execution was affected by the Court of Justice’s fundamental judgment in Case
C-106/96 in connection with the legal bases needed for implementation. This led to the negotia-
tion of an interinstitutional agreement, signed on 13 October 1998. which scts out a limited
number of exceptions to the principle that all Community operations require the prior adoption
of a legal base. These exceptions are available to both the Commission and the budgetary au-
thority. They cover the institutional prerogatives of the institutions in matters such as informa-
tion and the possibility of launching pilot schemes in new fields.

The utilisation rate for the appropriations for commitments authorised by the 1998 budget was,
at 97.5 %. higher than in previous years. with a particular increase for EAGGF Guarantee and
the Structural Funds. These figures confirm that the provisional suspension of around 100 head-
ings in June 1998 to check their legal bases following the Court of Justice’s judgment in Case
C-106/96 did not have any significant effect on budget implementation.

There was also a sharp rise in the utilisation of appropriations for payments, mainly as a result
of the strict budgetary policy pursued in this connection since 1996.

(SRS

Erkki LIIKANEN
Member of the Commission
with responsibilty for budgetary affairs
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ECONOMIC AND FINANCIAL FRAMEWORK

The basic budget principles

The budget of the European Union is gov-
erned by six basic principles.

Unity

This principle, enshrined in Article 199 of the
Treaty, requires that all EU expenditure and
revenue must be incorporated in a single bud-
get document.

In the early years of the Community, the au-
tonomy of the institutions set up under the
ECSC, EEC and Euratom Treaties resulted in
up to five separate budgets being produced to
cover any one year. After the Luxembourg
Treaty of 22 April 1970, documents covering
the majority of the Community’s financial ac-
tivities were gradually merged so that, now,
there are only two: the general budget and the
ECSC operating budget.

However, there are still two categories of fi-
nancial operation outside this structure: the
European Development Fund (EDF) and bor-
rowing and lending activities.

The EDF was set up by the EEC Treaty with a
view to increasing trade with associated de-
veloping countries and assisting them in car-
rying out economic and social development
projects. The resources of the EDF are provid-
ed by contributions from the Member States.
For what are essentially political reasons, the
Member States wish to retain their direct in-
fluence over certain development aid opera-
tions by maintaining an independent financial
regime and management procedures which
are not subject to the ordinary rules.

The EEC Treaty made no express provision
for borrowing and lending operations. How-
ever, as the achievement of the Community’s
objectives made it necessary to lay down rules
for operations on the capital market, borrow-
ing and lending activities were finally autho-
rised in 1975, on the basis of Article 235 of
the EEC Treaty. Most borrowing and lending
operations (with the exception of ECSC oper-
ations) are included in the balance sheet of the
European Communities.

The two annexes to this report contain a sum-
mary of the budgetary and financial opera-
tions of the ECSC (operating budget and bor-
rowing and lending operations) and the EDF.

Universality

This principle comprises two rules: the rule of
non-assignment, meaning that budget revenue
must not be earmarked for specific items of
expenditure, and the gross budget rule, mean-
ing that revenue and expenditure are entered
in full in the budget without any adjustment
against each other.

Annuality

The budget for the year is cast at two levels: a
commitment budget and a payment budget.

Commitment appropriations cover new com-
mitments for the year, whereas payment ap-
propriations must cover the amounts payable
against both new and existing commitments.

Annuality means that a budget is adopted for
a single year and that the appropriations it
contains, both for commitments and pay-
ments, must be used during that year.

The principle does not rule out the possibility

. that certain commitments may last for more

than one year. Clearly, in sectors such as the
Structural Funds, research and external coop-
eration, the Community needs to enter into
some commitments which exceed the period
of one year. In these sectors, a mechanism
known as ‘differentiated appropriations’ al-
lows for a separate annual vote of commit-
ments and payments.

Under certain clearly defined conditions,
some unused appropriations may be carried
over to the following year.

Equilibrium

Estimated revenue for the year must’equal
payment appropriations for that year. There is
no Community legal instrument authorising
borrowing to cover a budget deficit. Any sur-
plus for the year is carried forward to the fol-






The use of the ecu

The currency unit of the European Communi-
ties in 1998 was still the ecu, made up of a
‘basket’ of 12 national currencies. Its compo-
sition remained unchanged until the introduc-
tion of the single currency.

Since 1992 the Commission has been using
ecu-denominated accounts at the French and
Irish Treasuries.

The Commission has promoted the adoption
of the ecu as the single currency by using it as
much as possible in the execution of the bud-
get. Most EU programmes, other than
EAGGF Guarantee operations, are imple-
mented in ecus. In 1998, for example, 94 % of
the budget (excluding EAGGF Guarantee op-
erations) were implemented in ecus.

A historic decision was taken to switch to the
euro in 1999. The main events in 1998 were
the European Union’s new strategy on em-
ployment, the legislative proposals under
Agenda 2000 and the launch of the enlarge-
ment procedure. The European Union as-
sumed a new role in international relations.
Finally, the year was marked by the institu-
tions’ efforts to come closer to the public.

A Council decision of 3 May confirmed the
11 Member States which met the conditions
needed to adopt the single currency on 1 Janu-
ary 1999. This marks the transition to stage
three of economic and monetary union.

The economic situation in the
European Union in 1998

With 2.9 % real growth in gross domestic
product (GDP), 1998 saw the best perfor-
mance of the decade (together with 1994), de-
spite the particularly unfavourable interna-
tional environment resulting from the Asian
and Russian crises. The reason for this good
performance was the level of domestic de-
mand, which replaced exports as the driving
force behind growth. In contrast to previous
years, external trade had a negative impact (-
0.4 percentage points) on GDP growth.
Household consumption and capital expendi-

ture picked up substantially. Even the building
sector, which had been fairly stagnant until
then, started to recover. However, the asym-
metrical nature of the external shock suffered
by economic operators in the European Union
was also clearly demonstrated in 1998.
Household optimism is at its peak in view of
the level of job creation. Households are also
benefiting from increased purchasing power
as a result of falling inflation and profit from
the drop in interest rates to increase consump-
tion or invest in housing. Firms on the other
hand (especially those most vulnerable to in-
ternational competition) are reducing their
stocks and downsizing their investment pro-
jects in reaction to the decline in global de-
mand and the fall in industrial prices. Eco-
nomic surveys reveal that this gap in
confidence between consumers and industrial-
ists continued to grow throughout 1998, sug-
gesting that there will be a sharp decline in
growth in the fourth quarter of 1998 extend-
ing into the first half of 1999.

The number of jobs created in 1998 was par-
ticularly large. Whereas 1997 saw a clear im-
provement in job creation, employment in-
creased by 1.1 % (or 1.6 million jobs) in
1998, which was by far the best performance
since 1990. Unemployment in the EU thus
dropped (under the harmonised Eurostat defi-

-nition) from 10.7 % of the working population

in 1997 to 10 % in 1998 and should continue
on this downward path in 1999.

The inflation rate in the EU fell once more in
1998. The growth in domestic demand did not
generate any inflationary tendencies or exces-
sive wage increases. On the contrary, the main
influence was the fall in the prices of petrole-
um products, most raw materials and goods
facing keener competition on the world mar-
ket. The average inflation rate in the EU, as
measured by the private consumption deflator,
fell from 2.1 % in 1997 to 1.6 % in 1998.

Public sector deficits in the Union continued
to shrink, having reached a peak of 6.1 % of
GDP in 1993. In 1998 the average public sec-
tor deficit is estimated at 1.6 % of GDP, as
compared with 2.3 % in 1997. The bulk of the
improvement is attributable to the growth in
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GDP and the reduction in interest rates. On
the other hand, the structural deficit (i.e. cor-
rected for the effects of the economic cycle)
has shown very little improvement, indicating
that the efforts made by governments have
slackened off as compared with the period
1996-97. As a result of the steady decrease in
public sector deficits, the EU’s debt ratio (as a
proportion of GDP) fell for the first time in
1997 to 71.8 % compared with 72.8 % in
1996. This favourable trend continued in 1998
(70 % of GDP).

Financial perspective 1993—99

The 1998 budget procedure came within the
framework of the financial perspective at-
tached to the interinstitutional agreement of
29 October 1993 on budgetary discipline and
improvement of the budgetary procedure, as
adjusted in December 1994 following the
enlargement of the Community to include
Austria, Finland and Sweden.

In February 1997, acting under paragraph 9 of
the interinstitutional agreement, the Commis-
sion made the technical adjustment to the fi-
nancial perspective for 1998 in line with
movements in gross national product and
prices on the basis of the most recent macro-
economic forecasts available. The data for
these forecasts concerned the 12-member
Community from 1992 to 1995 and the 15-
member Community from 1995 to 1998. For
1998, the ceiling for appropriations for com-
mitments was set at ECU 95 316 million and
the ceiling for appropriations for payments at
ECU 90 953 million, leaving a margin of
0.02 % of GNP beneath the own resources
ceiling, set at 1.26 % of GNP by the Council
decision of 31 October 1994 on the system of
OWN resources.

In accordance with paragraph 10 of the in-
terinstitutional agreement, in March 1997 the
Commission sent to Parliament and the Coun-
cil a proposal for the adjustment of the finan-
cial perspective to take account of the condi-
tions of implementation, with the objective of
transferring to 1999 the allocations for struc-
tural operations which were not used in 1996.

In order to support the efforts for budget strin-
gency in 1998, the Commission supplemented
its proposal in April 1997 by suggesting that
the ceiling on appropriations for commitments
and appropriations for payments be reduced
by around half the transfers to 1998 decided
in 1996.

Parliament and the Council reached agree-
ment on this amended Commission proposal
on 24 April 1997. ECU 545 million for com-
mitments for the Structural Funds, which was
not used in 1996, was transferred to 1999. The
ceiling on appropriations for commitments for
the Structural Funds was lowered by ECU
500 million in 1998 and raised by the same
amount in 1999, bringing the total increase in
1999 to ECU 1 045 million. ECU 17 million
not used for the Cohesion Fund in 1996 was
transferred to 1999,

The ceiling on appropriations for payments
was reduced by ECU 300 million in 1998 and
raised by ECU 300 million in 1999,

Following these operations and with the de-
finitive agricultural guideline as set in the pre-
liminary draft budget, the ceiling on appropri-
ations for commitments for 1998 was ECU 94
744 million and the ceiling on appropriations
for payments ECU 90 581 million. The mar-
gin available beneath the own resources ceil-
ing thus rose to 0.03 % of GNP in 1998.

Budget for the 1998 financial year

Following the second reading in Parliament,
the President of Parliament declared the 1998
budget adopted on 18 December 1997. This
budget totalled ECU 91 013 million in com-
mitment appropriations and ECU 83 529 mil-
lion in payment appropriations, up by 2.10 %
on the 1997 budget in commitment appropria-
tions and by 1.41 % in payment appropria-
tions. Substantial margins remained beneath
the financial perspective ceilings: ECU 3 731
million in commitment appropriations, and
ECU 7 052 million in payment appropria-
tions. The total payment appropriations repre-
sent 1.14 % of GNP (compared with the own
resources ceiling of 1.26 % of GNP).



FIGURE 2
Financial perspective, 1993-99 — Enlarged Community
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39937 38 748
I:l Structural operations
(EAGGEF Guidance, ERDF, ESF, etc.) 33461 33229
Internal policies
. (research, education and training, fisheries and the sea,
energy, industry, trans-European networks, etc.) 5756 5648
External action
. (aid, cooperation, etc.) 54731 5589
Miscellaneous
(administrative expenditure, reserves, guarantees, compensation) 5778 4633
90 663 87 847

It was thus a very moderate budget, testifying
to the determination of the two arms of the
budgetary authority to share in the Member
States’ budgetary rigour in the run-up to mon-
etary union.

However, it did provide funding for the
Union’s major priorities, particularly the em-
ployment initiative introduced by Parliament
and confirmed by the extraordinary European
Summit on Employment in Luxembourg and
the continuation of the major Community pro-
grammes and the peace process in Northern
Ireland.

The appropriations earmarked for agricultural
expenditure totalled ECU 40 437 million.
They were cut by ECU 550 million from the
Commission’s preliminary draft, to stand at
roughly the 1997 out-turn. The margin in rela-
tion to the guideline was ECU 2 800 million.
The expenditure forecasts were updated by
letter of amendment No | presented in accor-
dance with the agreement reached between
the two arms of the budgetary authority after
Parliament’s first reading, which meant that
the most recent economic data could be taken
into account.

11
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Budget expenditure on structural measures
was ECU 33 461 in commitment appropria-
tions, and ECU 28 400 in payment appropria-
tions, the same amount as entered in the pre-
liminary draft. The allocations  for the
Structural Funds came to ECU 30 482 million
in commitment appropriations. corresponding
to the amounts agreed at Edinburgh and
adapted for enlargement. The Peace initiative
for Northern Ireland was boosted by ECU 100
million by redeploying non-programmed ap-
propriations {rom Objectives 1. 3 and 5a. The
Community initiative for regions heavily de-
pendent on the textiles and clothing sector
(RETEX) and the progranmime (o assist the
conversion of coal-mining areas (Rechar)
were allocated ECU 42 million and 36 million
respectively.

Appropriations allocated to internal policies
totalled ECU 5 756 million. an increase of
2.88 % on the 1997 budget. The margin left
beneath the ceiling for this heading was an
unprecedented ECU 247 million in commit-
ment appropriations.

Appropriations for research stood at ECU
3 491 million, which included an increase of
ECU 15 million for the fourth framework pro-
gramme. Trans-European networks made up
the second major item under the heading with
ECU 560 million (an increase on 1997 of
more than 20 %).

Among the other policies. the most significant
effort was that made for the new employment
initiative, to which the 1998 budget devoted a
new heading, ‘Labour market and technologi-
cal innovation’, allocated ECU 191 million.
The Socrates programme also received ECU
27.65 million more than in the 1997 budget.
thus anticipating the outcome of the concilia-
tion procedure on additional funding for 1998
and 1999. Other programmes, however, suf-
fered significant cuts, such as Leonardo
(= ECU 9.6 million), culture and audiovisual
media (- ECU 20.7 million), HDTV (alloca-
tion cancelled) and awarding and
advertising public contracts — OJ S series
(- ECU 14.4 million).

For external action, the overall allocation
stood at ECU 5 731 million. an increase of 2.2

% on the 1997 budget, which left a margin of
ECU 470 million beneath the ceiling for the
heading. The most significant increases com-
pared with the 1997 budget were for coopera-
tion with Latin American countries (+ 7.37 %)
and Mediterranean non-member countries
(+ 14.81 %), and for democracy and the pro-
tection of human rights (+ 23.4 %). while
food aid and humanitarian aid remained at
levels close to those of 1997, as did the other
cooperation measures, and cooperation with
Asian countries. The amount for cooperation
with the countries of central and eastern Eu-
rope complied with the financial program-
ming that was decided at the Cannes Euro-
pean Council.

The appropriations allocated for administra-
tive expenditure came to ECU 4 353 million,
up by 1.64 % compared with 1997. Of this
total ECU 1 510 million was for the other in-
stitutions and ECU 2 377 million for the
Commission (excluding pensions); this repre-
sents, ‘zero growth’ for the Commission com-
pared with 1997.

The budget adopted in December was modi-
fied by a supplementary and amending budget
which was adopted late as a result of a partic-
ularly complex procedure. On 15 May 1998
the Commission proposed preliminary draft
supplementary and amending budget No 1/98,
which was followed by two letters of amend-
ment on 30 June and 30 September to enter
the 1997 budget surplus of ECU 960 million
in the statement of revenue, reduce agricultur-
al expenditure in 1998 by ECU 400 million
and register the increase in the revenue fore-
casts for customs duties and in the VAT and
GNP bases. The appropriations released as a
result were used to increase the amounts
available for Parliament’s buildings, allocated
to headings 2, 3 and 4 (in particular to the Eu-
ropean Social Fund and the Phare pro-
gramme) or returned to the Member States.
The Commission’s proposal was substantially
altered as part of an overall compromise es-
tablishing a link between the supplementary
and amending budget, the omnibus transfer
and the 1999 budgetary procedure. Supple-
mentary and amending budget No 1/98 was



finally given only one reading by Parliament
and the Council and adopted on 15 December
1998. it entered the 1997 balance on the rey-
enue side, provided an additional ECU 130
million for Parliament’s buildings, ECU 100
million for the ESF. ECU 100 million for

_Phare and ECU 150 million in all for various

items covered by headings 2. 3 and 4. and en-
tered in the budget the ECU 400 million in
food aid for Russia: this total of ECU 900
million was financed from the 1998 EAGGF
Guarantee balance.

13









'is‘“

FIGURE 4
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budget not covered by other revenue. The rate
is fixed during the budgetary procedure and
depends on the total of other revenue; the rate
is applied to the aggregate GNP of all the
Member States, determined in accordance
with Community rules.

This year this additional resource was called
in, with each Member State paying 0.4621 %
of its GNP (not including the EAGGF mone-
tary reserve, the loan guarantee reserve and
the emergency aid reserve). In addition, four
Member States had to finance their share of
the compensation for the United Kingdom by
making a payment based on GNP as their VAT
payments had reached the maximum rate, i.e.
1.08 % of their base.

In 1998, the GNP resource amounted to ECU
34 157 million (not including reserves).

Net positive adjustments totalling ECU 598
million were made for 1988-97.

Miscellaneous revenue

The general budget is also financed by mis-
cellaneous revenue, including tax and other
deductions from staff remuneration, bank
interest, outside contributions to research pro-
grammes, repayments of unused aid and inter-
est on late payments. Together, these sources
generated revenue amounting to ECU 1 321
million.

The revenue for 1998 also includes the ECU
916 million surplus from 1997.
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O market intervention operations, including
depreciation of new stocks;

O market-related rural development opera-
tions and measures to combat fraud.

However, in line with the conclusions of the
Edinburgh European Council, the guideline
was extended with effect from 1993 to cover:

O new flanking measures to accompany the
reform of the common agricultural policy

FIGURE 8
Expenditure, 1989-98
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Implementation of the 1998 EAGGF Guarantee budget

(million ECU)
Al:gsl?:a- Expenditure Expenditure CsiliiLE iﬁ%ﬂnt:i;uﬁ;
budget P Effect of penc in relation to get ot
Chapter Sector _ | USDI1= USD 1= .. [rate in relatiol
USD1= | gcyogr | 9olar | poyogs |Ppropriationf o oropria-
ECU 0.85 : "9 [ in budget | > 2PPrOP!
0 tion in budget
a b ® d @ f=d-e | g=d-c h=f-c
B1-10 | Arable crops 17 255 17 945 - 185 18130 |’ 690 875
B1-11 | Sugar 1674 1777 -55 1832 103 158
B1-12 | Olive oil 2256 2267 2267 11 11
B1-13 | Dried fodder and dry vegetables 374 378 378 4 4
B1-14 | Fibre plants 870 870 870 0 0
B1-15 | Fruit and vegetables 1921 1509 . 1509 -412 -412
B1-16 | Wine 806 700 700 - 106 - 106
B1-17 | Tobacco 995 870 870 -125 -125
B1-18 | Other sectors 352 354 -9 363 2 11
B1-20 | Milk and milk products 2976 2597 2597 -379 -379
B1-21 | Beef and veal 5786 5161 5161 - 625 - 625
B1-22 | Sheepmeat 1413 1535 1535 122 122
B1-23 | Pigmeat 329 238 238 -91 -91
B1-24 | Eggs and poultry 86 90 90 4 4
B1-25 | Other livestock product measures 113 95 95 -18 - 18
B1-26 | Fisheries 39 21 21 -18 -18
B1-30 | Non-Annex II products 545 553 -29 582 8 37
B1-31 | Food programmes 429 334 334 -95 -95
B1-36 | Monitoring and prevention 45 40 40 -5 -5
B1-37 | Clearance -710 - 655 - 655 55 55
B1-38 | Promotion measures 95 45 45 -50 -50
B1-39 | Other measures 505 177 177 -328 -328
B1-40 | Income aids 3 1 1 -2 -2
B1-50 | Accompanying measures 2280 1847 1847 —-433 -433
EAGGF Guarantee — Total 40 437 38 748 -278 39026 | -1689 | -1411

(") Including ECU 200 million in Chapter B0-40.




Implementation of the budget

The table below shows that expenditure for
1998 totalled ECU 38 748 million, which rep-
resents an underspend of ECU 1 689 million
in relation to the initial appropriations in the
budget. If it had not been for the favourable
trend in the dollar/fecu exchange rate, which
led to savings of ECU 278 million, expendi-
ture would have come to ECU 39 026 million,
leaving ECU 1 411 million unused.

The differences are accounted for below for
the main chapters of the budget (all figures
are in million ECU).

Breakdown of differences by chapter

overspend on export refunds. A total of
2 960 000 tonnes was exported — some
220 000 tonnes more than the 2 742 000
tonnes on which the initial budget was based.

Furthermore, expenditure on refunds for sugar
used in the chemical industry overshot the
budget allocation as a result of the payment of
amounts outstanding for the 1996/97 market-
ing year and greater quantities eligible for
these refunds in the 1997/98 marketing year.
In addition, expenditure on the reimbursement
of storage costs for sugar was higher due to
larger quantities than expected.

» Fruit and vegetables

Initial . .
« Arable crops appropriation Expenditure  Difference
Initial ~ - 1921.0 1 508.5 —4125
appropriation Expenditure  Difference
17 255 17 945.2 +690.2 Most of the extensive underutilisation of ap-

Expenditure exceeded the amount in the bud-
get because of increased spending on market
measures; per hectare aid paid directly to ce-
real producers was roughly equal to budget
appropriations.

With production higher than expected and ex-
ports lower because of a decline on the world
market, there was far more intervention buy-
ing-in than planned (13.2 million tonnes as
against the 3.3 million tonnes assumed in the
budget). The volume placed in intervention
was one of the highest ever during a market-
ing year. In addition to the volume factor, the
fall in world prices resulted in considerable
expenditure on the depreciation of stocks
(ECU 873 million as against the ECU 88 mil-
lion assumed in the budget).

* Sugar
Initial Expendi Dt
appropriation ~ ~xpenditure ifference
1 674.0 1776.6 + 1026

Despite the savings from the favourable trend
in the dollar rate, expenditure on export re-
funds overshot appropriations because of an

propriations can be attributed to lower expen-
diture on withdrawals following less produc-
tion than expected in 1997/98, particularly of
peaches, nectarines, apples and oranges.

In addition, payments for the operational
funds of producer organisations were slower
than expected. Member States did not make
the final payments of the 1997 balance until

.the summer. Payment of advances for 1998

was delayed as a result. Part of these pay-
ments could not be made until the next finan-
cial year. :

Finally, expenditure on financial compensa-
tion to encourage the processing of citrus
fruits lagged behind the normal payment rate
because of the new arrangements introduced
by the reform. Penalisation during the market-
ing year resulted in late fixing of the advance
payments and the balance, so that payments
were later than in previous years.

* Wine
” . '
app:::;)rl?altion Expenditure  Difference
806 700.0 ~106.0

Virtually half the underutilisation of appropri-
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ations is a result of lower than forecast expen-
diture on the premium for the permanent
abandonment of areas under vines. A smaller
area was grubbed than anticipated when the
budget was being prepared.

Moreover, given the relatively favourable
market situation, it was decided not to open
compulsory distillation for table wine. which
also reduced the need to dispose of the result-
ing alcohol.

* Tobacco
Initial . .
appropriation Expenditure  Difference
995 870.3 -125.0

The underspend in this sector can be chiefly
explained by lower expenditure on tobacco
premiums for the 1997 harvest. This was be-
cause the underutilisation of quotas was larger
than expected when the budget was drawn up,
especially in Greece.

In addition, payments of tobacco premiums
for the new harvest (1998) made during the
current financial year and payments of specif-
ic aid for the 1996 harvest were lower than
expected.

* Milk
Initial . -
appropriation Expenditure  Difference
2976.0 2596.7 -3793

The reason for the underutilisation of the ap-
propriations in this sector was the buoyancy
of the milk market, which resulted in expendi-
ture on refunds for exports of butter. butter-oil
and cheese falling short of appropriations.
This is because smaller quantities were ex-
ported and refund rates were lower than pro-
vided for in the budget.

In addition, revenue from the additional milk

levy was higher than expected.

¢ Beef and veal

Initial
upprgll)ll"idalion Expenditure  Difference
5786.0 5 160.6 -625.4

The considerable underutilisation of appropri-
ations for this sector was the result of a com-
bination of factors. First. the unexpectedly
rapid improvement in the beef and veal mar-
ket led to less buying-in, accompanied by sav-
ings on public storage costs and. in particular,
expenditure on depreciation. Savings were
also made on refunds because of the combina-
tion of lower quantities than expected at the
time the budget was drawn up and the drop in
certain refund rates.

Finally, there was lower expendilure on spe-
cial premiums, for which applications lagged
behind the forecasts, and on exceptional sup-
port measures following the saturation of in-
cinerators in the United Kingdom. .

* Sheepmeat

[nitial E i Dif
appropriation  xpenditure ifference
1413 1534.6 +121.6

The appropriation was overspent as a result of
higher payments of the ewe and she-goat pre-
mium. The fall in prices at the end of 1997
became more accentuated at the start of the
1998 marketing year; as a result expenditure
on the balance of the 1997 premium and the
first advance for the 1998 marketing year
overshot the forecast.

* Pigmeat

Initial B
apprgé,:{lmion Expenditure  Difference
329.0 2377 -913

Pigmeat production in the Netherlands recov-
ered more slowly than was expected and the
export refunds on carcasses and cuts were not
reintroduced until later, leading to lower ex-
penditure on refunds. For the same reason, the



private storage measures provided for in the
budget were not adopted until September

1998 and will have budgetary repercussions in
1999.

In addition there was lower expenditure on
measures to combat swine fever.

* Food programmes

Initial
appr(I)];);iaation Expenditure  Difference
429.0 3337 953

The lower level of expenditure was mainly
due to underutilisation of the appropriations
for food aid refunds because of the lower vol-
ume of cereals and milk products exported.

¢ Clearance

Initial
apprgll)trliaation Expenditure  Difference
-710.0 -654.8 +552

The amounts credited to the EAGGF Guaran-
tee budget correspond to the financial correc-
tions adopted under the clearance decisions.
The amounts credited were lower than fore-
cast when the budget was established since
examination of the cases (for 1994) which the
Member States referred to the conciliation
body took longer than planned.

e Promotion

app:(r,lgll-?;tion Expenditure  Difference
95.0 450 -50.0

Underutilisation concerns both promotion
measures managed:

O by the Member States: expenditure on pro-
motion campaigns for beef and veal and for
live plants and cut flowers was lower than
expected.

O directly by the Commission: the new pro-
motion campaigns for olive oil and flax
were delayed. The relevant expenditure
was not committed until 1999.

* Other measures

Initial
appr;l;)rliaation Expenditure  Difference
505 177.4 _376

The underutilisation of appropriations was
due to lower expenditure on agrimonetary aid,
particularly by the United Kingdom and ltaly.

The United Kingdom paid agrimonetary aid
only in the beef/veal and sheepmeat sectors
and not, as expected when drawing up the
budget, in other sectors.

By contrast, Italy confirmed its intention to
implement the agrimonetary aid programmes
as adopted by the Commission. However, the
amounts concerned were not paid until the
1999 calendar year.

* Accompanying measures

Initial _ .
apprgll);?aﬁon Expenditure  Difference
2280.0 1 847.0 —433.0

At the end of the financial year, implementa-
tion of accompanying measures was well

. short of the forecasts sent to the Commission

by the Member States during the year, each
month confirming very high expenditure. The
Member States’ forecasts sent only eight
weeks before the end of the budget year
exceeded actual expenditure by ECU 600
million.

Implementation of this budget chapter de-
pends, more than for other chapters, on the in-
dividual payment rate of each Member State
and a very large proportion of expenditure in
the sector is normally incurred in the last two
weeks of the budget year.

The underutilisation at the end of the budget
year is mainly due to Italy, Germany and
France. A large part of the amount could not
be spent because of a change in administrative
procedures in Italy and computer problems in
Germany and France.
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FIGURE 11

Breakdown by Member State of Community contribution under
the various objectives of the Structural Funds (current prices)
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NB: Figures relate to the period 1994-99, except in the case of the three new Member States
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Regions suffering industrial decline
(Objective 2)

On 29 July the Commission approved a multi-
regional single programming document for
the conversion of defence activities in France.

The Community’s total contribution for 1998
came to ECU 2 182 million, all of which was
comimitted.

Combating long-term unemployment
and facilitating the integration into
working life of young people and of
people exposed to exclusion from the
labour market (Objective 3)

The following priorities were selected: im-
proving the job prospects of the long-term un-
employed: promoting the integration into
working life of young people seeking jobs;
improving the job prospects of people threat-
ened by exclusion from the labour market;
and promoting equality of opportunity for
men and women in the labour market.

The Community’s total contribution for 1998
came to ECU 2 639 million, all of which was
committed.

Adjustment of the workforce to indus-
trial change and to changes in produc-
tion systems (Objective 4)

On 11 March the Commission approved a sin-
gle programming document for all regions in
the United Kingdom (except for those covered
by Objective 1).

The Community’s total contribution for 1997
came to ECU 621 million, all of which was
committed.

Adjustment of agricultural structures
(Objective 5a)

Thq breakdown is as follows:

{hillion ECU)

Appropriations available

Objective in 1998
5a outside 1 and 5b 0.524
Sain Sb 0.542

Total 1.066

The Commission changed the Community
support framework improving the processing
and marketing conditions for agricultural and
forestry products in Italy in order to include
the Abruzzi region, which has not been eligi-
ble for Objective 1 since 1997.

The derogation concerning the minimum area
to be farmed to be eligible for compensatory
payments in Portugal was extended to 31 De-
cember 1999 and the list of less-favoured
areas in Denmark was drawn up.

The Community’s total contribution came to
ECU 1 066 million, all of which was commit-
ted.

Fisheries structures (Objective 5a)

The Council adopted amendments to Regula-
tion (EC) No 3699/93 laying down the criteria
and arrangements regarding Community
structural assistance in the fisheries and aqua-
culture sector, and the processing and market-
ing of its products:

O limiting the premiums for the scrapping of
vessels over 30 years old and setting a ceil-
ing on aid from the Financial Instrument
for Fisheries Guidance (FIFG) for the tem-
porary laying-up of vessels;

O introducing a reference to the new aid
scheme for producer organisations;

O confirming that only the budgetary rate for
the ecu would be used, and not the agricul-
tural rate.



The Community’s total contribution for 1998
came to ECU 103 million, all of which was
committed.

Development of rural areas
(Objective 5b)

Objective 5b is concerned with the develop-
ment of rural areas in difficult circumstances
which are not located in Objective 1 regions;
12 Member States are involved. The Objec-
tive Sb areas designated for the period
1994-99 have a total population of approxi-
mately 33 million, including the new Member
States, and a combined surface area of
840 876 km?.

The Community’s total contribution for 1998
came to ECU 1 422 million, all of which was
committed.

Regions with a low population density
(Objective 6)

Finland and Sweden are the only regions af-
fected by this objective. Its main priorities are
economic and commercial development,
human resources, promotion of know-how,
agriculture, forestry, fisheries, farmland im-
provement, the environment and Community
social measures.

Community initiatives

Total funding for the Community initiatives
represents 9 % of the total volume of the
Structural Funds, in accordance with Article
12 of Council Regulation (EEC) No 2081/93.
This figure was obtained by taking 8 % of the
total funding allocated to each objective (in-
cluding transitional measures and innovative
schemes) and adding 1 % of total Structural
Funds appropriations, taken from the alloca-
tions for Objectives 3 and 4.

Appropriations available for 1998 totalled
ECU 2 781 million, of which ECU 2 597 mil-
lion was committed.

. Other structural measures

Transitional and innovative measures

The Commission selected pilot projects or in-
novative demonstration projects covered by
the guidelines adopted in its communications:

00 under Article 10 of Regulation (EEC) No
4254/88 (ERDF): interregional cooperation
(64 projects), regional economic innova-
tion (17 projects), spatial planning (23 pro-
jects), urban development (3 projects);

O under Article 6 of Regulation (EEC) No
4255/88 (ESF): training and organisation
of work (12 projects), job creation (17
projects), employment services, social
dialogue (6 projects);

O under Regulation (EEC) No 4256/88
(EAGGF): technical assistance of ECU
0.687 million was granted to projects
concerning non-food crops, the forest
economy and rural development and agri-
environmental aspects;

O in the fields of small-scale coastal fishing,
studies, technical assistance and informa-
tion, the FIFG selected 18 projects. -

Appropriations available for 1998 totalled

‘ECU 306.4 million, of which ECU 281.4

million was committed.

Measures against fraud in the field of
structural operations

The unit for combating fraud provided the
Member States with technical " assistance,
mainly in the form of on-the-spot checks.

Appropriations available for 1998 totalled
ECU 0.750 million, all of which was commit-
ted.

Implementation, monitoring and evalu-
ation of programmes and projects

This concerns the implementation, monitoring
and evaluation of the environmental dimen-
sion of the programmes and projects under-
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Heading 3 — Internal policies

Research and technological
development

The final year of the fourth framework pro-
gramme (1994-98) saw the closure of the pro-
grammes and intense legislative activity lead-
ing up to the fifth framework programme
(1998-2002) which was adopted by Parlia-
ment and the Council on 22 December 1998.
The Council adopted the Euratom framework
programme on the same day. The total budget
for the fifth framework programme comes to
EUR 14 960 million, 4.6 % higher in real
terms than that for the fourth framework pro-
gramme (EUR 13 210 million).

The initial appropriations for 1998 amounted
to ECU 3 491 million. Budgetary implemen-
tation was close to 100 %, both for commit-
ment appropriations (98.1 %) and payment
appropriations (98.2 %), a distinct improve-
ment on previous years.

The appropriations available in 1998 for RTD
were as follows

(million ECU)

Budget, not including European Economic
Area (EEA) support

Indirect action and shared-cost
projects 3231

Direct action by Joint Research Centre 260

EEA contribution
Indirect action and shared-cost projects 57

Direct action by Joint Research Centre 3

The additional appropriations for cooperation
with the European Economic Area concerned
the non-nuclear appropriations of the frame-
work programme. The ECU 3 231 million in

commitments for the different areas of shared-
cost projects breaks down as follows:

(million ECU)

Information technology and

communications 878
Industrial technologies 570
Environment ‘ 205
Life sciences and technologies 465
Non-nuclear energy 260
Transport 26
Targeted socio-economic research 40
Scientific and technical support for
Community policies 51
Cooperation with third countries

and international organisations 195
Dissemination and utilisation of

research results 106
Training and mobility of researchers 229
Nuclear safety and safeguards 17
Controlled thermonuclear fusion 190

The Community will have provided financial
backing for some 6 000 research projects in
the course of the fourth framework pro-
gramme. The typical shared-cost RTD project
has five partners from three Member States
and a Community contribution of around
ECU 0.7 million. Since it was launched in
1997, the I-TEC pilot project under the pro-
gramme for the ‘dissemination and utilisation
of research results’ has selected 28 venture
capital funds with a total investment capacity
of ECU 1 billion, of which about one third
will be invested at an early stage in small
businesses involved in technological innova-
tion.

The Commission continued its international
cooperation activities under COST (European
cooperation in the field of scientific and tech-
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nical research) and Eureka (European Re-
search Coordination Agency) with EFTA and
with the main industrialised countries. In ad-
dition to the EFTA countries (Norway, Iceland
and Liechtenstein), Israel also took part in the
specific non-nuclear programmes in 1998 on
an equal footing with their European partners.
The discussions which took place in 1998 on
the participation of the countries of central
and eastern Europe and Switzerland will
allow these countries to take part in the fifth
framework programme. A scientific and tech-
nological cooperation agreement was also
concluded with the United States and negotia-
tions are in progress with Canada, Australia
and China.

This year the Joint Research Centre (JRC)
continued to implement two framework pro-
grammes which it is carrying out for the Euro-
pean Community in the non-nuclear field and
the European Atomic Energy Community in
the nuclear field. A new institute was set up to
strengthen its role in providing research and
scientific and technical support for the Euro-
pean Union’s policies: the Institute for Health
and Consumer Protection.

Transport

To pave the way for the common transport pol-
icy, the Community budget helped finance a
variety of measures relating to pilot schemes
for combined transport, the development of
long-term transport policy and transport safety.
The appropriations entered in the 1998 budget
for this purpose (ECU 19 million) were com-
mitted in their entirety.

Incorporation of the environmental dimension
in the common transport policy and achieving
a better balance between the various transport
modes were again major priorities for the
Commission, which adopted an action pro-
gramme for 1998-2004, a communication on
transport and carbon dioxide, a white paper on
infrastructure charging, an action programme
on local and regional public transport and pro

posals for the revision of all the legislation on
the use of rail infrastructure. Substantial
progress was made on rules for transport safe-
ty, road infrastructure charging, working con-
ditions, social standards and working hours in
the transport sector, in particular road and sea
transport.

Education,
vocational training
and youth policy

Appropriations available for 1998 totalled
ECU 411 million for the whole of this field.

As regards education, the Socrates pro-
gramme (1995-99), which covers the entire
educational spectrum, was continued: avail-
able appropriations totalled ECU 199 million
in 1998. The financial package for the pro-
gramme was increased by ECU 70 million in
Decision No 576/98/EC of the European Par-
liament and the Council of 23 February 1998,
bringing the total to ECU 920 million.

The field of education, vocational training and
youth has two other programmes, which, like
the Socrates programme, cover the period
1995-99. The Leonardo da Vinci programme,
whose main objective is to ensure the imple-
mentation of a vocational training policy sup-
plementing and supporting the actions of the
Member States, was allocated ECU 140.4 mil-
lion in 1998. In the field of youth, the Youth
for Europe programme was awarded ECU 26
million in its third year of implementation.
These two programmes, and the Socrates pro-
gramme, were also opened up to participation
from the countries of central Europe and
Cyprus, with a view to enlargement.

A fourth programme, European voluntary
service, was adopted on 20 July 1998 for the
period 1998-99 with an allocation of ECU 25
million for the first year. (The total budget for
the programme has been fixed at ECU 47.5
million.) The aim of this programme is to en-



able young people aged 18 to 25 to gain a for-
mative experience, recognised at European
level, consisting of activities that benefit the
community.

The European Centre for the Development of
Vocational Training received a subsidy of
ECU 12.7 million, with a further ECU 0.3
million to cover the cost of its relocation to
Thessaloniki.

Culture and audiovisual media

Appropriations available for 1998 totalled
ECU 99 million for the whole of this field.
The Ariane programme, which concerns
books and reading, was allocated ECU 4 mil-
lion. The Raphaél programme is concerned
with European cultural heritage. A budget of
ECU 10.6 million was allocated for 1998. The
Commission also continued to pursue mea-
sures under the Kaleidoscope programme, the
aim of which is to support artistic and cultural
activities with a European dimension. In 1998
it was allocated ECU 10 million. On 23 Sep-
tember 1998 the Commission proposed that
the Ariane and Kaleidoscope programmes,
which were scheduled to end on 31 December
1998, should be extended by one year to en-
sure continuity in the Community’s cultural
operations pending adoption of the framework
programme on culture 2000-04.

In the audiovisual field, most of the activities,
totalling ECU 58 million, were carried out
under the MEDIA II programme. The pro-
gramme, covering the period 1996-2000, has
two parts: one devoted to development and
distribution, and the other relating to the train-
ing of professionals in the audiovisual sector.

Information and communication

The appropriations available under the infor-
mation and communication activities to

talledECU 102.5 million. These activities can
be divided into two groups: Prince, the infor
mation programme for European citizens
(ECU 42 million), and the other information
and communication activities (ECU 60.5 mil-
lion).As far as activities other than Prince are
concerned, the available appropriations under
the heading ‘General information and com-
munication work’ totalled ECU 39.6 million.
Information programmes for non-member
countries were allocated ECU 6.4 million.
ECU 10.5 million was allocated to the infor-
mation relays. A further ECU 3 million went

-to the Jean Monnet project for university

teaching on European integration.

Social dimension
and employment

Appropriations available for 1998 totalled
ECU 165.4 million for the whole of this field.

To complement the measures financed by the
European Social Fund, the Community has
developed a policy aimed at encouraging dia-

logue between the social partners and stimu-

lating employment (ECU 40.9 million avail-
able in 1998). In this context, the Commission
undertook action such as continuing its work
for equality between men and women (ECU
10 million) and developing the European em-
ployment services (EURES) network (ECU
10 million), which includes a database with
job vacancies and information on working and
living conditions in the Member States of the
Union. Some of the operations which used to
be conducted under this part of the budget
were transferred to Chapter B5-50 of the 1998
budget (labour market initiatives), which ex-
plains the sharp drop in appropriations in rela-
tion to 1997.

In the field of social protection and the free
movement of workers, appropriations avail-
able in 1998 totalled ECU 47.7 million. The
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Community’s activities in this field mainly re-
lated to general social security guarantees and
the protection of certain disadvantaged
groups. Several of the operations listed below
were blocked as there was no legal base.
However, final expenditure came to ECU 42.8
million.

In public health, the Commission continued
its programmes adopted for the period
1996-2000. These programmes relate to pro-
motion, information, education and training in
public health (ECU 6.5 million available for
1998), the fight against cancer (ECU 12 mil-
lion), the prevention of AIDS and other trans-
missible diseases (ECU 10 million) and the
fight against drug abuse (ECU 5 million).

ECU 2.3 million was allocated to the Commu-
nity action programme on health monitoring
(1997-2001), aiming to provide reliable, com-
parable data on trends and patterns in health
status and its determinants. In 1998 Chapter
B0-40 contained ECU 7 million for action for
safety at work in Europe (SAFE); however,
these appropriations could not be used as the
legislative authority failed to adopt the legal
base in the course of the year.

The European Agency for Safety and Heaith
at Work (Bilbao) was also awarded a subsidy
of ECU 5.7 million. These activities were
supplemented by those carried out by the Eu-
ropean Foundation for the Improvement of
Living and Working Conditions (Dublin),
which was subsidised to the tune of ECU 13.6
million and by those of the European Moni-
toring Centre for Drugs and Drug Addiction
(Lisbon), with a subsidy of ECU 7.6 million.
The European Monitoring Centre for Racism
and Xenophobia (Vienna) started operation;
inits first year its Community subsidy was
limited to ECU 2 million.

Energy

Acting on the Commission’s proposal for a
framework programme for actions in the ener-
gy sector (1998-2002) aimed at bringing to-
gether under one umbrella all the energy poli-
cy activities with a view to making them more
effective and compatible with the priority ob-
jectives and ensuring closer coordination with
energy measures taken under other Communi-
ty policies, on 14 December the Council
adopted a framework decision.

The framework programme is allocated a total
of ECU 170 million over the period
1998-2002, with ECU 163 million for mea-
sures under heading 3 (internal policies). The
appropriations available for the year 2000 to-
talled ECU 33 million. The framework pro-
gramme consists of six specific programmes
or measures, four of which were adopted on
the same date:

O Carnot (encouragement for the clean and
efficient use of coal)

O ETAP (studies, analyses, forecasts in the
energy sector)

O Synergy (promotion of international coop-
eration in the energy sector)

O SURE (safe transport of radioactive materi-
als and safeguards in the countries partici-
pating in the Tacis programme).

The two other programmes, for which legisla-
tive decisions already existed, should be
adopted in 1999:

O Altener (promotion of renewable energy
sources)

O Save (encouragement of energy efficien-
cy).

The programme adopts an integrated ap-
proach, combining horizontal and thematic



measures and lending greater coherence, ef
ectiveness and transparency to the pursuit of
energy policy objectives (security of supply,
competitiveness and environmental protec-
tion).

Appropriations for horizontal measures total
ECU 20 million for 1998-2002 and cover the
ETAP programme, for which ECU 1.5 million
was available for 1998, and the Synergy pro-
gramme with an allocation of ECU 5 million
for 1998. Bearing in mind the growing energy
problems in the Union (increasing depen-
dence on external suppliers, emergence of
markets with heavy demand for energy, and
worldwide environmental problems), the deci-
sion of 14 December ensures the continuity of
the Synergy programme, which the Council
had already extended for one year in Decem-
ber 1997.

The thematic measures, with an estimated
ECU 143 million for the whole reference peri-
od, correspond to the specific sectors identi-
fied as priorities for European energy policy,
with particular emphasis on the promotion of
environmentally-friendly technologies and
sustainable development.

Four specific programmes are proposed under
the framework programme:

O Altener 1I: a Council decision was adopted
concerning this programme for 1998-99 on
18 May 1998. A decision by the Council
and Parliament should be adopted in 1999
to extend the programme to 2002. A re-
vised and indicative financial package of
ECU 74 million is proposed for the period
1998-2002. ECU 11 million was available
in 1998.

O Save II (1996-2000), for which appropria-
tions totalling ECU 155 million were
available for 1998. A Council and Parlia-
ment decision incorporating this pro-
gramme into the adopted framework pro-
gramme should be approved in 1999, and
an indicative financial package of ECU 64
million is earmarked for 1998-2002. The

vital role played by Save Il was underlined by
the pledges made by the industrial nations at
the Kyoto International Conference on Cli-
mate Change in December 1997 to reduce
greenhouse gas emissions by 2010. In 1998 a
total of 96 projects received assistance of ECU
15.8 million under this programme (*). For the
first time associated central European coun-
tries participated in some of these projects. In
addition, 33 new energy agencies were set up
under the responsibility of local or regional
authorities.

U The Carnot programme is gaining in im-
portance in the context of environmental
protection and the forthcoming enlarge-
ment of the European Union. The Commu-
nity must play a leading role in furthering
the market penetration of these technolo-
gies and encouraging firms in this sector to
draw up the long-term strategies they will
require, for example, to replace thermal
power stations currently in operation. An
indicative allocation of ECU 3 million is
proposed for this measure over the period
as a whole. No appropriation was available
in 1998.

U The SURE programme involves an indica-

tive financial package of ECU 9 million,
with ECU 3 million under heading 3. No
appropriation was available in 1998.

Euratom nuclear safeguards

The appropriation available for 1998 totalled
ECU 16 million and was intended to finance
the obligations confcrred by the Member
States on the Commission under Chapter VII
of the Euratom Treaty, in particular to ensure
that nuclear materials are not diverted from
their intended uses. The scope of these obliga-
tions, the financing of which is covered by

(") Including ECU 0.3 million committed from EFTA appropri-
" ations.
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Article 174 of the Treaty, is a direct conse-
quence of current and recent technical, eco-
nomic and political choices made in each
Member State.

The 1998 Euratom security inspection carried
out accounting and physical checks on aver-
age stocks of 485 tonnes of plutonium, 10
tonnes of highly enriched uranium, 303 000
tonnes of uranium, thorium and heavy water.
ECU 3.8 million was available in 1998 for
sampling and analyses.

The number of man-days spent on inspections
throughout the European Union came to
around 9 000. This figure mainly covers in-
spections of large-scale installations using
plutonium, nuclear reactors and large-scale
storage facilities, but also includes the more
technical missions conducted under the ‘new
partnership approach’ between the Commis-
sion and the International Atomic Energy
Agency (IAEA). ECU 5.5 million was pro-
posed for inspections and the training of in-
spectors in 1998.

The security inspection unit installed and fine-
tuned highly automated safeguards systems
for new facilities in existing plants, in particu-
lar the major plutonium-processing plants
Melox, UP3 and UP2-800 in France and
Thorp and SMP (Sellafield Mox Plant) in the
United Kingdom. Already installed equipment
underwent a thorough inspection after several
years of operation and some systems were up-
graded. Work also continued on the establish-
ment of the Euratom laboratories at Sellafield
and The Hague. ECU 6.7 million was provid-
ed for this purpose.

Environment

Appropriations available for 1998 totalled
ECU 141 million for the entire field.

The Union continued to implement the fifth
action programme on the environment and de-
velopment. In 1998 the Commission spent
ECU 16 million on preparing and monitoring
the whole range of legal instruments used,
particularly in the integration of the environ-
mental dimension in other policies (transport,
energy, agriculture), biodiversity, pollutant
emissions from vehicles and industrial instal-
lations, climate change, chemical substances,
biotechnology, etc. ECU 1 million was used
to launch a new civil protection programme.

This work was accompanied by awareness-
raising, information, education and training
activities, and financial support was awarded
to non-governmental organisations involved
in environmental protection. ECU 7 million
was allocated to organisations and projects se-
lected by calls for proposals.

A Community subsidy of ECU 16.8 million
was paid to the European Environment
Agency in Copenhagen in order to implement
the part of its 1994-99 work programme relat-
ing to 1998. This programme aims to provide
the Commission and the Member States with
the necessary objective information to formu-
late and implement environmental policies, to
ensure wide dissemination of the information
and to set up and coordinate a European net-
work of observation and information on the
environment.

The financial instrument for the environment
(LIFE 1I) provides, during its second imple-
mentation phase (1996-99), for the concentra-
tion of activities in certain priority areas, such
as the Natura 2000 network, the promotion of
sustainable development in industry and the
integration of the environment into land-use
planning. In 1998, the Commission financed
201 projects, including 85 (ECU 50 million)
concerning nature conservation activities and
116 concerning other activities (also ECU 50



million) aiming to implement Community
policies and legislation on the environment.

Consumer protection

Activities relating to consumers can be
grouped in four main areas with commitments
totalling ECU 18.5 million:

(1) protecting consumers’ health and safety by
preventive measures and risk assessment,
plus control and inspection measures;

(2) educating and informing consumers about
their rights and their protection in the sin-
gle market;

(3) protecting consumers’ economic interests
in matters of advertising, contractual
terms, dispute prevention and settlement,
in particular the indication of the price of
products, injunctions and consumer credit;

(4) promoting and representing consumers’
interests at European level, so that their
voices can be heard and their opinion so-
licited prior to the preparation and imple-
mentation of Community policies.

In the priority area of consumer health protec-
tion, 1998 was a year of consolidation. In the
wake of the Commission’s radical reorganisa-
tion of its departments in 1997, progress was
made in connection with food and veterinary
inspection, and scientific consultation.

As regards the second field, ECU 6.9 million
was used in 1998 for information campaigns,

including an information campaign on food
safety and consumer health protection.

Aid for reconstruction

As in previous years, the European Union
continued to provide interest subsidies on spe-
cial loans in the regions of Italy and Greece
affected by the earthquakes of 1980, 1981 and
1986, and Portugal (Madeira), affected by the
1993 cyclone. The appropriations available in
1998 for these measures was ECU 2.8 mil-
lion.

Internal market

The single market is one of the main instru-
ments for achieving the objectives of competi-
tiveness, economic dynamism, growth and
job-creation. Appropriations available for
1998 totalled ECU 117 million for the whole
of this field.

Considerable progress was achieved in rela-
tion to the four strategic objectives set out in

- the action plan for the single market: making

the legislation more effective, removing key
market distortions, removing sectoral obsta-
cles to market integration, and delivering a
single market for the benefit of all citizens.

The most striking developments took place in
the fields of taxation, where all the measures
laid down in 1997 to combat harmful tax
competition and apply the code of conduct for
business taxation were implemented. The
Customs 2000 programme (1996-2000),
which is intended to ensure that the activities
of national customs services meet the require-
ments of a single market, reached its full level
of operation in 1998 (taking up ECU 16.8
million) and an action programme (Fiscalis)
was launched to improve, by exchanging in-
formation and coordinating the training of the
civil servants concerned, the practical applica-
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tion of the systems of indirect taxation in the
internal market (with expenditure totalling
ECU 4 million).

As part of the new service ‘Europe Direct’, a
new programme entitled ‘Dialogue with citi-
zens and business’ was launched in June at the
Cardiff European Council, in order to increase
awareness of the opportunities offered by the
single market and at the same time to identify
any gaps in it.

A business test panel was set up. By directly
consulting the firms on the panel on certain
legislative proposals, the Commission wishes
to improve its information about the adminis-
trative charges and adjustment costs which
may be incurred as a result of these proposals.

Measures relating to the completion of the in-
ternal market must continually be pursued.
They are focused on checking transposal of
the directives by the Member States and im-
plementation of administrative cooperation,
standardisation, the notification of technical
standards and certification and the evaluation
of medicinal products. Expenditure on com-
pletion of the internal market came to ECU 51
million in 1998.

Lastly, by replacing the paper version by CD-
ROMs and access via the Internet, the Com-
mission managed to reduce the unit price of
the contract notices published in the Official
Journal, keeping the total publication cost
down to some ECU 35 million, compared
with ECU 49 million in 1998, in spite of a
5 % increase in the number of notices to be
published.

Industry, services and
information market

Appropriations available for 1998 totalled
ECU 126 million for the whole of this field.

The Commission continued its efforts to im-
prove the Union’s industrial competitiveness,
a key factor for economic growth, job creation
and greater economic and social cohesion. In
particular, the objective of the Community ac-
tion programme to promote the competitive-
ness of European industry of 25 June 1996,
with appropriations in 1998 of ECU 6 million,
is concentrated on the benchmarking of com-
petitive performance, the contribution of busi-
ness services, industrial efficiency and overall
quality management.

The Commission is also continuing to imple-
ment a 1995 regulation granting financial as-
sistance to Portugal for a specific programme
for the modernisation of the Portuguese textile
and clothing industry (1995-99), at a cost of
ECU 82 million in 1998.

Activities relating to information services re-
volved around analyses and raising awareness
of the challenges of the information society,
the development of a European multimedia
content industry and a multimedia informa-
tion market (INFO 2000 programme), the de-
velopment of the linguistic dimension of the
information society and preparatory measures
for promoting safer use of the Internet by
combating illegal and harmful content. In
total, ECU 28 million was reserved for this
purpose in 1998, including ECU 8.7 million
for awareness-raising, ECU 15 million for
INFO 2000 and ECU 4 million for the linguis-
tic dimension.

In 1998, the first year in which the telecom-
munications market was opened up to full
competition, the Commission took steps to
ensure that Member States properly imple-
mented the relevant legislation, particularly
on universal service, and to complete the pro-
visions governing such aspects as number
portability, terminal equipment and mobile
communications. It also took action on radio
frequencies, electronic signatures, the Internet



and the ‘millennium bug’. Expenditure on this
was ECU 5 million in 1998.

Labour market and technological
innovation

The Commission took a number of measures
to implement the initiative for employment
launched by Parliament and approved by the
Luxembourg European Council on employ-
ment. It put into effect the Council decision of
18 May 1998 on measures of financial assis-
tance for innovative and job-creating SMEs.
Its aim is to support the investment activity of
SMEs by providing them with easier access to
funding and stimulate their growth and the
creation of jobs. The decision provides for the
establishment of three complementary facili-
ties: a ‘risk-capital window’, administered by
the European Investment Fund (EIF), which is
aimed at SMEs in the start-up phase, a system
of financial contributions, under the responsi-
bility of the Commission, to SMEs for the set-
ting-up of new transnational joint ventures
within the European Union (joint European
ventures), and a system of guarantees, admin-
istered by the EIF, to increase the volume of
loans accessible to small or newly founded
SMEs.

The EIF has been provided with ECU 50 mil-
lion for risk capital and ECU 50 million for
guarantees. ECU 20 million has been allocat-
ed for ventures.

The above measures were accompanied by an
enterprise policy concentrating mainly on
small and medium-sized businesses. In partic-
ular, the new 1997-2000 multiannual pro-
gramme in favour of small firms and the craft
sector was intended to improve the adminis-
trative and financial environment for small
businesses through a number of initiatives and
to support their development via information
(Euro Info Centres) and cooperation networks
by means of a European technology transfer
network and specific measures to help the
craft sector and small firms in distributive
trades. The total cost of the activities carried
out in 1998 came to ECU 35.5 million.

Labour market initiatives

In 1988 the Commission also carried out a
number of operations in connection with
labour market initiatives. ECU 12 million was
allocated to projects for innovative approach-
es in the Member States’ labour markets. A
further ECU 10 million went to pilot projects
on the ‘third system’ and ECU 8 million was
allocated to Community activities concerning
analysis, research and cooperation in the field
of employment and the Jabour market (pro-
gramme adopted for 1998-2000, with a refer-
ence amount of ECU 30 million).

Statistical information

With a view to establishing a ‘Community
statistical area’, based on a set of standards,
methods and organisational structures for pro-
ducing comparable, reliable and relevant sta-
tistics throughout the Community, Eurostat
has developed a Community statistical pro-
gramme 1998-2002 which, in accordance
with the framework programme on Communi-
ty statistics, sets out the principles, key do-
mains and objectives of the action planned
and identifies the strategies and work sched-
ules for each planning period. The Council

.adopted the programme on 22 December

1998. While pinpointing three top priorities
(economic and monetary union; competitive-
ness, growth and employment; the enlarge-
ment of the European Union), it also provides
for the maintenance of the current statistical
support to decision-making under the existing
policies.

Implementation of the framework programme
will require a budget of around ECU 30 mil-
lion a year.

Trans-European networks

The development of trans-European networks
(TENS) is a priority for the European Union.
Their importance was recognised in the Treaty
on European Union and stressed in the Com-
mission’s White Paper on growth, competi-
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tiveness and employment, and has been reiter-
ated at several European Councils. Union ac-
tion to develop the TENs is geared towards
supplying the missing links in Europe’s net-
works, thus making the economy more com-
petitive, creating jobs and strengthening cohe-
sion.

The appropriations entered in the 1998 budget
to finance the TENs came to a total of ECU
545.7 million. They were intended primarily
for financial support for infrastructure pro-
jects in the fields of transport (ECU 475 mil-
lion), energy (ECU 18.6 million) and telecom-
munications (ECU 27.6 million), networks for
the interchange of data between administra-
tions (ECU 15 million) and networks for
Community statistics (ECU 9.5 million).

On 18 March, as part of the process of imple-
menting its Agenda 2000 communication, the
Commission proposed a revision of Regula-
tion (EC) No 2236/95 laying down general
rules for the granting of Community financial
aid in the field of trans-European networks.
The Commission proposal is intended primar-
ily to improve the financing of TEN projects,
making more use of multiannual program-
ming in order to facilitate public-private part-
nerships by making funding available for the
lifetime of a project and introducing risk-capi-
tal participation as a new form of financing. It
also raises the maximum rate of Community
aid to 20 % in exceptional cases and gives an
indication of the spending needed, estimated
at ECU 5.5 billion for the period 2000-06, in-
cluding some ECU 5 billion for transport net-
works.

As requested by the Luxembourg European
Council on employment, the Commission pre-
sented to the Cardiff European Council a re-
port on progress with and implementation of
the 14 trans-European transport network pro-
jects identified by the Essen European Coun-
cil as having priority. The report- gives an
overview as well as a timetable and a finan-
cial plan for each of the projects. Overall,

significant  progress has been made:
three projects are near to completion (the
Cork-Dublin-Belfast-Larne conventional rail
link, Malpensa airport and the @resund fixed
link), and most of the other projects are due
for completion by around 2005. Meeting in
Cardiff in June, the European Council re-
called the importance it attaches to the imple-
mentation of the trans-European networks, in-
cluding the 14 priority projects. _

The Commission proposed to update the list
of common interest projects in the energy sec-
tor provided for by Decision No 1254/96/EC,
by adding 15 new projects (11 for gas and 4
for electricity) and amending four existing
projects (three for gas and one for electricity).

On 21 December, the Council adopted com-
mon positions on the two proposals for deci-
sions concerning the new IDA programme
(electronic data interchange between adminis-
trations. On 28 May, the Court of Justice an-
nulled Council Decision 95/468/EC concern-
ing the old IDA programme, because it should
have had Article 129d of the EC Treaty as
legal basis. The effects of the decision prior to
its annulment are preserved.

Cooperation
in the fields of justice and
home affairs

The Treaty on European Union (TEU) intro-
duced a system of cooperation in the fields of
justice and home affairs (JHA). Title VI of the
Treaty covers all the provisions in this area.
Cooperation between the Member States is
put into practice largely by implementing
joint actions in the following fields: asylum
policy, immigration policy, combating drug
addiction, combating international fraud, judi-



cial cooperation in civil and criminal matters,
customs cooperation and police cooperation.

Financing for cooperation in the fields of jus-
tice and home affairs is governed by Article
K.8 of the Treaty on European Union. This
states that the Council may decide unani-
mously that operational expenditure to which
the implementation of Title VI gives rise is to
be charged to the budget of the European
Communities.

ECU 15.75 million was available in 1998 for
the whole of this field. ECU 11.5 million was
used to implement the 1998 tranche of the
multiannual programmes for exchanges, train-
ing and cooperation in various fields of coop-
eration in the field of justice and home affairs.

On 19 March, the Council adopted Joint Ac-
tion 98/244/JHA introducing a programme of
training, exchanges and cooperation in the
field of asylum, immigration and crossing of
external borders (Odysseus); 49 projects were
financed on this basis in 1998.

As part of the process of implementing the ac-
tion programme on the fight against organised
crime approved by the Amsterdam European
Council, on 19 March the Council adopted
Joint Action 98/245/JHA establishing a pro-
gramme of exchanges, training and coopera-
tion for persons responsible for action to com-
bat organised crime (Falcone). Some 30
European cooperation projects were supported
in 1998.

ECU 3.8 million was also allocated to finance
specific projects for asylum-seekers and
refugees on the basis of a joint action adopted
by the Council on 27 April.

On 16 December the Commission adopted a
proposal for a joint action establishing mea-
sures to provide practical support in relation
to the reception and voluntary repatriation of
refugees, displaced persons and asylum-seek-
ers, proceeding from the principle that respon-

sibility should be shared among Member
States. The Commission proposed ECU 30
million to cover all these measures over the
period 1999-2000.

Heading 4 —
External action

External action takes various forms:

1. financial, technical and economic cooper-
ation strictly by geographical zone in key
areas of economic activity:

Oaid for the restructuring of the
economies of central and eastern Eu-
rope, particularly as part of the Euro-
pean Union’s pre-accession strategy
vis-a-vis associated countries in that re-
gion;

O the establishment of a Euro-Mediter-
ranean partnership;

O cooperation with the new independent
States and Mongolia;

[ cooperation with the republics of for-
mer Yugoslavia;

O cooperation with developing countries
in Asia and Latin America;

O the European programme for recon-
struction and development in South
Africa.

2. cooperation and aid measures, often of a
horizontal nature, which cannot easily be
distinguished by geographical area, e.g.:

O food aid and humanitarian aid;

O the ECIP facility — promotion of Com-
munity investment in the Asian, Latin
American and Mediterranean develop-
ing countries and South Africa.

3. accompanying measures, including:

O external aspects of certain Community
policies — environment, international
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fisheries agreements and commercial
policy;

O Community participation in projects
carried out by non-governmental organ-
isations to assist developing countries;

O initiatives in the field of democracy and
protection of human rights;

O measures in favour of the environment,
tropical forests and health in the devel-
oping countries.

4. joint actions and common positions relat-
ing to the common foreign and security

policy.

According to the Commission’s report on the
implementation of the budget at 31 December,
the appropriations available for commitment
under the 1998 budget were as follows:

(million ECU)

Common foreign and security policy 30.0

Cooperation with the countries
of central and eastern Europe 1 1523

Cooperation between the former
Soviet Union and the
Independent States 5364

Cooperation with the republics
of former Yugoslavia 259.0

Food aid and humanitarian aid

(including the emergency aid reserve

and aid to uprooted populations in

Asian and Latin American

developing countries) 12525

Cooperation with Asia, Latin America
and South Africa 808.2

Cooperation with Mediterranean
non-member countries 1 142.0

Other forms of cooperation with
developing countries and
non-member countries 407.1

European initiative for democracy
and the protection of human rights 97.4

External aspects of Community
policies (international fisheries
agreements, environment) 383.8

Total 6 068.7

Virtually all these appropriations were com-
mitted.

Priorities for external action are the develop-
ment of cooperation with the countries of cen-
tral and eastern Europe and with the non-
member countries of the Mediterranean and
the Middle East, on the basis of the indicative
financial plans for these areas laid down at the
Cannes European Council on 26 and 27 June
1995.

The overall aim of cooperation with the coun-
tries of central and eastern Europe (the Phare
programme) is to support the economic re-
structuring process and encourage the
changeover from a planned economy to a
market economy and free enterprise.

The initial aims of the Phare programme were
extended at the European Councils at Copen-
hagen (June 1993) and Essen (December
1994) to include preparations for the acces-
sion of the associated central and east Euro-
pean countries to the European Union. The
timetable for the initial stages in this process
was laid down at the Madrid European Coun-
cil in December 1995, and in June 1997 the
Amsterdam European Council decided to
strengthen the pre-accession strategy.

The new guidelines proposed by the Commis-
sion for adapting the Phare programme to the
new enlargement priorities were implemented
following the conclusions of the Luxembourg
European Council of 12 and 13 December,
adoption of Council Regulation (EC) No 622/98



of 16 March 1998 on assistance to the appli-
cant States in the framework of the pre-acces-
sion strategy, and in particular on the es tab-
lishment of accession partnerships, and the
establishment of these partnerships through
adoption of the Council decisions of 30
March 1998.

Measures under this programme focus on two
main types of horizontal requirements which
result from examination of the situation in
the applicant countries: institution-building
(30 %) and investment (70 %) in connection
with the acquis communautaire.

The first priority is to help the administrations
of the applicant countries to develop an effec-
tive capacity to implement the established
Community law. This institution-building,
which could take up around 30 % of the bud-
get, should make less use of consultants and
mobilise other types of operators in the
Union: national authorities, the legal profes-
sions, academics, etc.

The second requirement is that the applicant
countries must make the necessary invest-
ments to enable their firms and major infra-
structure to come into line with Community
standards. This contribution, to which around
70 % of the budget should be devoted, will be
particularly necessary in areas where Commu-
nity standards are increasingly demanding:
environment, transport, industrial plant, etc. It
will support investments to finance operations
connected with implementation of established
Community law, for instance on the environ-
ment or integrated regional development. It
will also involve joint financing with the EIB,
EBRD and the World Bank of the major infra-
structure projects required to ensure that the
proper adjustments are made. Finally it will
take the form of an SME financing facility for
which the mechanisms will be examined with
the EIB and EBRD. Special attention will be
paid to promoting intangible investment, in
particular to help the applicant countries gain
access to the information society.

The MEDA programme, which supports the
reform of social and economic structures in
the Mediterranean region, is the chief instru-
ment for implementing the Euro-Mediter-
ranean partnership decided on at the Euro-
Mediterranean Conference in Barcelona in
November 1995. The partnership has three
components:

O a political and security partnership to estab-
lish a common area of peace and stability;

O a partnership in social, cultural and human
affairs to promote understanding between
peoples;

O an economic and financial partnership to
create an area of shared prosperity.

The most important objectives include:

O creating a shared area of prosperity by
speeding up and maintaining the pace of
our Mediterranean partners’ social and
economic development;

O improving living conditions for the peo-
ple, particularly by increasing the level of
employment and reducing discrepancies in
development in the region;

O supporting cooperation and regional inte-
gration and exchanges in civil society.

One of the features that will have the greatest
impact on the economies of the Mediterranean
countries is the gradual establishment of a free-
trade area, as provided for by the Euro-Mediter-
ranean association agreements which the Com-
munity has signed or is about to conclude with
a number of countries. The MEDA programme
aims to assist the gradual creation of a Euro-
Mediterranean economic area by supporting
economic transition, supporting better socio-
economic balance and regional integration.

Accordingly, many of the projects financed in
1998 were concerned with social issues (edu-

45



46

cation, health, unemployment), socio-eco-
nomic improvements — such as structural ad-
justment programmes and the modernisation of
public administration and management — and
environmental protection, including projects
on water sanitation, rural development and the
management of natural resources.

Other cooperation measures with non-member
Mediterranean countries include:

O The finalising of financial protocols with
the southern Mediterranean countries (Al-
geria, Egypt, Jordan, Lebanon, Morocco,
Syria and Tunisia);

O Financial protocols with Malta and Cyprus
with a view to financing or helping to fi-
nance cooperation projects to strengthen
their economic ties with the Community,
for the mutual benefit of both sides, by de-
veloping cooperation in industry, agricul-
ture, training and research, technology,
trade and other services. A decision had
been taken to conclude a fourth protocol
with both countries to prepare them for the
economic efforts they would have to make
in order to join the European Union. Fol-
lowing the political changes in Malta after
the elections on 26 October 1996, its ap-
plication to join the Union was frozen and
implementation of the fourth protocol with
Malta was therefore suspended.

O Community action linked to the peace
agreement between Israel and the Pales-
tine Liberation Organisation (PLO). Spe-
cial emphasis has been placed on educa-
tion, municipal infrastructures, the
management of water, sanitation and solid
waste, support for the private sector and
support and technical assistance for insti-
tution-building.

O The ninth agreement with UNRWA (Unit-
ed Nations Relief and Works Agency for
Palestine Refugees in the Near East); the
Union’s contribution will be used to fi-
nance education and health programmes.

The purpose of the Tacis programme of coop-
eration with the new independent States and
Mongolia is to support the process of reform
and transition to a market economy in these
countries, strengthen their democratic struc-
tures and establish a pluralist society. The
measures to be financed form part of indica-
tive programmes aimed at supporting the
macroeconomic and sectoral policies pursued
by the authorities in the partner countries,
concentrating on the medium-term priorities
of economic reform.

Under the plan for 1996-99, the main areas to
be covered are as follows:

O development of human resources
O restructuring and development of firms

O transport and telecommunications infra-
structures

O energy, including nuclear safety
O the environment.

Financial contributions are thus focused on a
narrower range of priorities, involving pro-
jects on a greater financial scale, and the
structures for implementation on the ground
have been rationalised.

The Community’s role is to promote close co-
operation and coordination within the group
of 24 industrial countries in order to ensure
that the various steps taken by the donors are
fully effective and to avoid any duplication.

Cooperation with the republics of former Yu-
goslavia is geared to helping the reconstruction
and rehabilitation of these countries. Commu-
nity programmes are concentrated in particular
on parts of Bosnia-Herzegovina and eastern
Slavonia (Croatia) devastated by the war and in
areas of Bosnia-Herzegovina where there are
likely to be large numbers of refugees.



In 1998 the Commission continued imple-
menting the new strategies for boosting coop-
eration with the Asian and Latin American de-
veloping countries proposed in 1994 and 1995.

It is important to support the process of
growth in the Latin American countries by
strengthening the Community’s partnership
with these countries and by continuing to de-
velop the dialogue with central America, the
Rio Group, Mercosur, Mexico and Chile.

The new Asian strategy aims to establish a
new Euro-Asian partnership based on promo-
tion of political dialogue, expansion of eco-
nomic relations (trade, investment and tech-
nology transfer) and increased cooperation in
a number of sectors (development of human
resources, development aid for the poorest
sections of the population, the environment).

These operations are covered by Council Reg-
ulation (EEC) No 443/92 of 25 February 1992
on financial and technical assistance to and
economic cooperation with these countries.

Financial and technical aid is mainly directed
towards the poorest sections of the population
and the poorest Asian and Latin American
countries through programmes or projects in
sectors where Community aid can play an im-
portant role in sustainable development, par-
ticularly as regards the rural sector and greater
security of food supply, and in human devel-
opment, education, health and institution-
building.

Operations with an impact on economic struc-
tures and measures relating to the environ-
ment receive special attention. The human
and cultural dimension of development was
taken into account in all areas of intervention.
Economic cooperation covers a range of mea-
sures such as technical assistance, training,
technology transfers, institutional support in

connection with trade promotion, energy, the
environment, management, etc. to improve
the economic, social, cultural, legislative and
regulatory situation, to facilitate economic re-
lations and trade with Asia and Latin America,
to promote regional integration and the trans-
fer of know-how and to encourage meetings
and associations of economic operators from
both sides.

Regional cooperation is important both for fi-
nancial and technical aid and for economic
cooperation.

Special attention is also paid to cooperation
on the environment and the protection of nat-
ural resources.

A total of ECU 127.5 million was committed
in 1998 for the implementation of develop-
ment cooperation projects in South Africa. An
indicative programme has been drawn up for
the period 1997-99 aimed at developing and
consolidating democracy and institutions, pro-
moting the private sector and helping the
poorest sections of the population. This pro-
gramme comprises four priority areas of
cooperation:

O basic social services (health, education,
training, water and sanitation)

O assistance for the private sector
O good governance
O regional cooperation.

The programme will also cover the develop-
ment of human resources, equal opportunities
between men and women, environmental pro-
tection and cross-sectoral issues.

Food aid figures large among the forms of as-
sistance given to developing countries. Food
aid operations (aid in products and financial
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aid) are carried out in line with other sectoral
policies and development policy and in con-
junction with other donors. The Community’s
food aid is part of a global effort on the part of
the developed countries to improve the food
situation in the developing countries, an effort
which is shown in their commitment to partici-
pate in the international Food Aid Convention.
The aid in products supplied under this Con-
vention is, however, insufficient. The Commu-
nity has therefore regularly added extra aid in
the form of cereals, powdered milk, butter oil,
vegetable oil, sugar and various other products
(legumes, groundnuts, etc.).

It is given with the aim of raising the general
standard of nutrition, improving food security
and, through integrated development pro-
grammes, contributing to the balanced eco-
nomic and social development of the assisted
areas.

Depending on specific needs, food aid may be
given for free distribution to the needy, or for
sale on local markets (the proceeds being used
to finance rural or other projects in the recipi-
ent country) or, in certain cases, in the form of
food purchased in one developing country and
given as aid to another (triangular operations).

Aid in kind includes not only delivering food-
stuffs, but also providing seeds, fertilisers,
tools or other agricultural inputs. It may be
backed up by technical and financial assis-
tance and awareness-raising and training mea-
sures.

A new regulation on food-aid policy and man-
agement and special operations in support of
food security was adopted on 27 June 1996.
The new regulation provides for two new in-
struments — foreign currency facilities and
operations in support of food security.

The currency facilities are designed to provide
financial assistance for countries which have a
private sector that is able to import food prod-
ucts but does not have access to the necessary

hard currency. Specific measures are to be en-
couraged to support small firms in these coun-
tries in order to make markets more efficient
by involving more traders.

The food aid operations will take the form of
financial and technical assistance, the aim
being to support the framing and execution of
a food strategy or other measures fostering the
food security of the population concerned and
to encourage the countries in question to re-
duce their food dependency and hence the de-
liveries of food aid. Special attention is to be
paid to low-income countries with serious
food shortages.

The provision of food aid and measures to
support the resumption of farming activities
were programmed alongside the long-term re-
form programmes to bring about the structural
reforms needed to tackle the underlying caus-
es of food insecurity in countries suffering
from a structural deficit and a high insecurity
index. Despite the increase in world food sup-
ply, food production in the developing coun-
tries fell in 1998: this trend was exacerbated
by poor weather conditions due to factors
such as El Nind (flooding, drought), wars and
civil conflict.

ECU 578.3 million was committed in 1998.
The geographical breakdown of food aid opera-
tions in support of food security was as follows:

O ACP countries — 48 %

O new independent States of the Caucasus
and central Asia— 10 %

O developing countries in Latin America —
13 %

O developing countries in Asia — 23 %, in-
cluding 13.0 % for Bangladesh

O non-member countries in the Mediter-
ranean and Middle East — 6 %.



Financial aid (direct budgetary aid, foreign
currency and support operations) accounted
for 61 % of the total.

The European Community Humanitarian Of-
fice (ECHO), set up in April 1992, carries out
humanitarian aid operations.

The overall purpose of these operations is to
emphasise the Community’s presence and to
enhance its capacity to react to exceptional
events, i.e. to come to the assistance of people
in distress (victims of disasters or armed con-
flicts). Depending on the situation, ECHO fi-
nances food aid, the provision of shelter and
medicines, water supplies, war surgery, emer-
gency repairs and vaccinations, psycho-social
assistance, air lifts and landmine clearance. It
also manages a programme to prepare for and
prevent natural disasters in high-risk regions.
All aid financed by ECHO is granted without
any discrimination on the grounds of race,
ethnic origin or religion.

Over the last five years, as the number and
scale of international humanitarian crises have
expanded, the humanitarian operations under-
taken by the Commission on behalf of the
Union have increased dramatically. The Euro-
pean Union is now the largest single public
donor of humanitarian aid. In 1998 some
1 200 humanitarian operations were carried
out in more than 70 countries at a cost of
around ECU 517.7 million (ECU 480.3 mil-
lion from the Community budget and ECU
37.4 million from the European Development
Fund) to meet the many requirements in this
field, in particular in former Yugoslavia, Alba-
nia, Kosovo, central, eastern and the Great
Lakes regions in Africa, Asia and central
America (as a result of Hurricane Mitch). The
main areas for intervention were still the for-
mer Yugoslavia (23.8 %), the ACP countries
(30.6 %), in particular sub-Saharan Africa,
and the developing countries of Asia (12.9 %)

and Latin America (10.7 %). However, the
Community also continued to supply humani-
tarian aid to some 60 countries in crisis
around the world, including Guinea-Bissau,
Bangladesh, Colombia, Cambodia, Vietnam,
Indonesia, Armenia, Azerbaijan, Georgia,
Tajikistan, Iraq. Afghanistan, North Korea and
Cuba, in order to respond to the urgent re-
quirements of the victims of natural or man-
made disasters.

As in the past, operations were conducted in
partnership with nearly 200 — mainly Euro-
pean — non-governmental organisations, the
agencies of the Uniled Nations and the Red
Cross, almost all of them signatories of a
framework partnership agreement with the
Commission. Cooperation between ECHO
and its partners enables the Community to re-
spond quickly and flexibly to humanitarian
emergencies. In 1998 aid was again given to
the millions of human beings who were vic-
tims of natural disasters and long-running
man-made crises, chiefly civil wars.

A total of ECU 340.1 million was committed
under the heading of other cooperation action.
which consists of a series of specific, horizon-

-tal projects centred on four main areas:

O Community participation in projects car-
ried out by non-governmental organisa-
tions in the developing countries, particu-
larly in agriculture, health and training;
special attention was also paid to measures
aimed at raising European public aware-
ness of development issues;

O health and the environment in the develop-
ing countries (including tropical rain-
forests, drugs and the fight against AIDS);

O reconstruction programmes for southern
Africa and all developing countries, the
aim being to launch recipient countries on
the course towards real development;
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O coordination of development policy, eval-
uation of the results of Community aid,
and monitoring and inspection measures;

This also includes special operations in con-
junction with non-member countries in-
cluding Community participation in the
Korean Peninsula Energy Development
Organisation (KEDO) and action on anti-
personnel landmines.

ECU 85.6 million was committed for the Eu-
ropean initiative for democracy and the pro-
tection of human rights. This initiative aims to
gather under one heading all projects which
aim to support democracy and the protection
of human rights and to sustain peace-making
processes and ease tensions in certain regions.

These projects are complemented by support
for the protection of human rights, especially
in Turkey. and support for victims of torture
or human rights violations.

A total of ECU 330.2 million was committed
for the external aspects of certain Community
policies, including:

O ECU 271.3 million for international fish-
eries agreements;

O ECU 10.1 million for external aspects of
the common commercial policy (external
trade relations and the World Trade Organ-
isation, the promotion of European Union
exports to Japan and access to markets in
non-member countries);

0O ECU 28.4 million for the promotion of
Community investment in the developing
countries of Latin America, Asia and the
Mediterranean within the framework of
economic and trade cooperation agree-
ments.

Finally, ECU 37.9 million was committed
under the common foreign and security poli-
cy, mainly to finance the following forms of
joint action:

O coordination, supervision and training of
specialists and local trainers for mire dis-
posal in Croatia;

O European Union participation in the struc-
tures for implementing the peace agree-
ment and support for elections in Bosnia-
Herzegovina;

O promotion of the Middle East peace
process;

O promotion of the peace process in the
Great Lakes region in Africa.

Community expenditure in the
Baltic Sea region

The Luxembourg European Council stressed
the importance of the European Union’s ini-
tiative in the Baltic Sea region and called on
the Commission to present a report to the
Vienna European Council on the northern di-
mension of the European Union’s policies.
With four Member States, four future mem-
bers of the Union and Russia, the Baltic Sea
region is of paramount importance to the EU.
Regional cooperation will be intensified in
three main fields, namely, strengthening
democracy and stability in the region, deepen-
ing economic cooperation and promoting re-
gional development.

Expenditure in this region outside the Union’s
borders falls mainly into categories 2, 3 and 4
of the financial perspective with the major
part in category 4. The sums involved are not
always easy to determine, as they may come
under budget headings covering wider geo-
graphical areas. Financing can also be ob-
tained from the European Investment Bank
(EIB). The appropriations entered in headings
in the 1998 budget which clearly show expen-
diture in the Baltic Sea area total ECU 140
million.

The Phare programme is responsible for the
major part of expenditure in the region. Ap-
propriations granted under Phare and Tacis
are for proposed projects which meet specific
criteria. In order not to prejudge the final geo-
graphical destination of these funds, the Com-



mission does not allocate them beforehand
during the budgetary procedure and the bud-
get does not give a full breakdown by country.
There are many multiannual programmes per
country for the period 1995-99, but they are
intended merely as a guide.

In 1998 the budget of the European Union
channelled over ECU 99 million through the
national Phare programmes and the pro-
gramme of large-scale infrastructure projects
in the three Baltic States. Aid went mainly to
integration, economic development, including
the private sector, the promotion of exports.
human resources, institutional reforms, re-
gional development and the development of
infrastructures. The cross-border cooperation
programme for the Baltic Sea region,
launched as part of the cross-border Phare
programme, was allocated ECU 13 million in
1998. It provides aid for the part of Poland
bordering the Baltic Sea and the three Baltic
States.

A separate budget heading was created for the
Baltic Sea region in the 1998 budget (special
action in favour of the Baltic region), al-
though no appropriations have been entered to
date. In the 1999 budget. this heading has
been allocated EUR 10 million from the Phare
and Tacis programmes. The budget remarks
for this heading refer to the regulations for
these two programmes and explicitly men-
tions projects in the energy and environment
sectors.

The accession procedure began with the in-
volvement of Estonia. Latvia, Lithuania and
Poland. The Phare programme was redirected
to preparations for accession. In future bud-
gets, activities in this region will mainly be
administered in a separate subsection devoted
solely to preparations for accession.
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CONCLUSION OF THE LEGAL BASES CASE

On 12 May 1998 the Court of Justice deliv-
ered a judgment in Case C-106/96. Following
an application by the United Kingdom, this
judgment found against the Commission for
deciding to fund 86 projects in the area of ac-
tion to combat poverty and social exclusion in
1995, when the basic instrument for the
Poverty 4 programme, proposed in September
1993, had been held up by the Council. The
Court pointed out that, as a rule, all items of
Community expenditure required the prior
adoption of a basic act authorising this expen-
diture, except if it could be shown that this ex-
penditure was in preparation of a new opera-
tion.

The judgment had two effects: there was the
immediate effect on the implementation of the
1998 budget, which eventually proved limit-
ed, and a longer-term effect, which was deci-
sive in the solution of a problem which the in-
stitutions had discussed for almost 20 years.

Effect on the implementation
of the 1998 budget

On 10 June 1998 the Commission decided for
the time being to suspend the commitment of
appropriations in all the budget headings
which might be in the same situation as the
heading covered by the judgment (although it
would meet payments against previous com-
mitments). This suspension of commitments
provided an opportunity to check whether the
conditions laid down by the Court’s judgment
applied to these headings.

This decision, which affected the implementa-
tion of around 100 headings totalling ECU
920 million (i.e. some 1 % of the European
Union’s budget for 1998), caused a consider-
able public stir. The Commission conducted
its check painstakingly and gradually un-
blocked the headings once it was satisfied that
they met the criteria of the Court’s ruling (i.e.
they had to be pilot projects, preparatory mea-
sures or autonomous operations). Sometimes,
it was also possible to find a legal base for
some or all of the operations under the head:

ing.

By 14 July 1998 the Commission was able to
report on the verification exercise stating:

O 55 headings totalling ECU 390 million
had been unblocked in full;

O 20 other headings totalling ECU 170 mil-
lion had been unblocked in part (i.e. only
those operations which were compatible
with the Court’s judgment, and not all the
operations originally planned, could be
implemented);

O a legal base had been proposed for 15
headings totalling some ECU 340 million
which could not be implemented before
the legal base had been adopted. However,
the Commission proposed that, given the
political sensitivity of some of these head-
ings, such as measures to combat violence
against children, adolescents and women,
risk analysis and the information cam-
paign on food safety (in the context of the
BSE crisis), measures to deal with illegal
and harmful content on the Internet, mea-
sures relating to human rights and democ-
racy, implementation could continue with-
out a legal base;

O 7 headings totalling 22 ECU million could
not be implemented without violating the
Court’s judgment, but the Commission
proposed that account be taken of the need
to safeguard Community interests and to
cater for the legitimate expectations of po-
tential beneficiaries.

These findings and proposals were adopted by
the Council (budgets) on 17 July 1998, in
agreement with the delegation from Parlia-
ment.

An ad hoc agreement was reached for 1998
and both the Council and Parliament agreed to
speed up the procedure for adopting the legal
bases currently pending so that the headings
which were still blocked could be implement-
ed as soon as possible.

Indeed, the legal bases for 4 of the 15 head-
ings concerned, including the headings for the
European voluntary service (ECU 25 million)
and schemes concerning developing countries
carried out by non-governmental organisa-
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tions (ECU 200 million) were adopted within
two months.

The effects of this exercise on implementation
of the 1998 appropriations was only very mar-

bles show the final rate of utilisation at 31
December 1998 for the headings covered by

the ad hoc agreement and the headings which

ginal. By way of illustration, the following ta-  part.

(a) Headings covered by the ad hoc agreement

were still suspended (with due consideration
for legitimate expectations) or unblocked in

(ECU)
. n'J . Implementation
Article/Ite Heading 1998 budget at 31.12.1998
B3-4109 | Measures for combating violence against children,
adolescents and women 3 800 000 3 778 000
B5-336 Action against illegal and harmful content on the Internet 1 000 000 981 000
B7-700 Support for democracy in the countries of central and
eastern Europe, including the republics
formerly part of Yugoslavia 15 000 000 14 732 000
B7-701 Support for democracy in the New Independent
States and Mongolia 8 000 000 7 624 000
B7-7020 | Human rights and democracy
in the developing countries 19 700 000 19 127 000
B7-7021 | Human rights and democracy
in southern African countries 2 300 000 2 253 000
B7-703 Democratisation process in Latin America 12 625 000 10 800 000
B7-7040 | Subsidies for certain activities of organisations
pursuing human rights objectives 14 700 000 14 498 000
B7-705 MEDA programme for democracy 10 075 000 9 394 000
B7-706 Support for the activities of international criminal tribunals and for
the setting up of a standing international criminal tribunal 2 000 000 1 849 000
B7-707 Human rights and democracy in Asian countries 5 000 000 2 273 000
B7-709 Support for, and supervision of, electoral processes
Total 94 200 000 87 309 000










The interinstitutional agreement
on legal bases and
implementation of the budget

On 17 July 1998 Parliament, the Council and
the Commission also reached a general agree-
ment concerning legal bases and implementa-
tion of the budget, successfully concluding
four years of negotiations based on the Com-
mission communication of 6 July 1994 on
legal bases and maximum amounts. This
agreement, which was officially signed on 13
October 1998 and included in the new interin-
stitutional agreement, should help resolve a
source of conflict encountered over a number
of years since the issue of legal bases involves
the distribution of power between the institu-
tions: the legislative and budgetary power
held by Parliament and the Council and the
power of initiative and execution held by the
Commission.

The text seeks to address the specific con-
cerns of each institution.

O By authorising ‘pilot projects’, it implicit-
ly accepts that the entry of appropriations
in the budget by Parliament often provides
impetus in starting up an operation which
can, in some cases, result in more system-

atic trials in the form of preparatory ac-
tions proposed by the Commission with a
view to the drafting of a basic instrument.

O The Commission can now avoid any inter-
ruption between the preparatory phase of
an action and implementation of the action
itself, by allowing the operation to contin-
ue on a preparatory basis during the leg-
islative procedure.

O These facilities for budget implementation
are hedged around by strict rules concern-
ing ceilings and duration, for both pilot
projects and preparatory measures, which
satisfies the Council’s demand that spend-
ing under such headings be limited: the
duration of pilot projects and preparatory
actions is kept to two and three years re-
spectively, with ceilings of ECU 32 mil-
lion and ECU 30 million for new prepara-
tory actions; this gives an aggregate
amount of no more than ECU 75 million
in any given year.

The agreement also seeks to clarify which ap-
propriations may be used without a basic in-
strument under cover of the Commission’s in-
stitutional prerogatives and specific powers
and the institutions’ administrative autonomy.
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Where a non-member country defaults on a
loan granted or guaranteed by the Union, the
creditors will be repaid from the Guarantee
Fund set up by the Council regulation of 31
October 1994.

Borrowing and lending for
balance-of-payments support

After the first oil shock a Community borrow-
ing facility was devised to help Member
States whose balance of payments had been
upset as a result of the rise in oil prices. The
first loans were granted in 1976. The Council
increased the volume of Community borrow-
ings authorised under this facility to ECU 8
billion in 1984 and to ECU 14 billion in 1988.
At 31 December 1998 loans outstanding to-
talled ECU 2 483 million.

Euratom borrowing and lending

Since 1977 the European Union has made use
of this facility, which was devised to finance
investment projects involving the industrial
generation of nuclear power and industrial
fuel-cycle installations, in order to reduce de-
pendence on imported energy. In 1990 a
Council decision increased the amount of bor-
rowings which the Commission is authorised
to raise under this facility to ECU 4.0 billion.
At 31 December 1998 outstanding loans to-
talled ECU 28 million.

On 9 December 1992 the Commission pro-
posed that the balance of borrowings not used
in the Member States could be used to finance
improvements in the efficiency and safety of
nuclear power stations in central and eastern
Europe and in the Commonwealth of Indepen-
dent States. On 21 March 1994 the Council
decided to amend Decision 77/270/Euratom
to authorise the Commission to contract Eu-
ratom borrowings to help finance improve-
ments in the safety and efficiency of nuclear
power stations in certain non-member coun-
tries. This decision will cnable use to be made
of a considerable proportion of Euratom’s
available borrowing capacity (some ECU 1.1
billion).

The idea of international financial aid for the
closure of the Chernobyl nuclear power plant
was entered in the conclusions of both the
Corfu European Council of 24 and 25 June
1994 and the G7 summit at Naples on 7 and
8 July 1994.

NCl.borrowing and lending

The New Community Instrument (NCI) was
created in 1978 to help finance investment
projects for developing Europe’s industrial
competitiveness. These projects must meet the
EU’s priority objectives concerning energy,
industry and infrastructure and must, in par-
ticular, promote regional development and
help to reduce unemployment. The New
Community Instrument was strengthened in
1982, 1983 and 1987 and its field of applica-
tion now extends to the dissemination of new
technologies and innovation, mainly for the
benefit of small and medium-sized businesses.
Overall, the volume of borrowings authorised
by the Council has risen to ECU 6 830 million
and has been used to grant loans of ECU
6 197 million, including ECU 679 million to
finance reconstruction projects following the
earthquakes in Italy in 1980 and in Greece in
1981. At 31 December 1998 the loans out-

-standing came to ECU 168 million.

Borrowing and lending in
connection with cooperation
with non-member countries

The Community grants financial assistance in
the form of medium-term loans to a number
of countries which are currently implementing
economic reforms. These loans are financed
from its borrowing operations.

As part of the ECU 40 million granted as
macrofinancial assistance to the former Yu-
goslav Republic of Macedonia (FYROM), the
second tranche of ECU 15 million was paid
on 13 February 1998. At the end of 1998 out-
standing loans to FYROM thus totalled ECU
40 million.
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All the ECU 250 million granted as macrofi-
nancial assistance to Bulgaria by a Council
decision of 22 July 1997 was paid in two
tranches of ECU 125 million on 10 February
and 22 December 1998. At the end of 1998
outstanding loans to Bulgaria thus totalled
ECU 360 million.

Financial assistance of ECU 1 250 million has
also been granted to the republics of the for-
mer Sovict Union. At 31 December 1998 out-
standing loans totalled ECU 55 million (un-
paid capital amounts due).

As part of the ECU 142 million in exceptional
macrofinancial assistance to Georgia, the first
tranche of ECU 110 million was paid on 24
July 1998. At 31 December 1998 outstanding
loans totalled ECU 110 million.

All the ECU 28 million granted as exceptional
macrofinancial assistance to Armenia was
paid on 30 December 1998. At 31 December
1998 outstanding loans thus totalled ECU 28
million.

At 31 December 1998 the total amount of out-
standing loans financed from borrowings
came to ECU [ 738 million.

Loans from budget appropriations

Besides these loans from borrowed funds,
loans are also granted from budget appropria-
tions as part of the policy of cooperation with
non-member countries. The Communities
have concluded agreements with most of the
Meditefranean countries which combine com-
mercial cooperation with financial and techni-
cal cooperation. In the case of financial and
technical cooperation, Community aid con-
sists partly of non-repayable grants and partly
of loans on particularly favourable terms or
risk-capital operations. At 31 December 1998
the outstanding balance of loans on special
terms and risk-capital operations came to
ECU 520.7 million.

Since 1988 the EU has been able to grant
loans and advances, likewise from budget ap-
propriations, to finance joint ventures between
European firms and firms in Asia, Latin

America and the Mediterranean countries. Al
31 December 1998 the outstanding balance of
these operations came to ECU 109.7 million.

Budget guarantees

Should a debtor defauit. the amounts bor-
rowed 1o finance any of the loans listed above
would be repaid from the general budget.

A budget guarantee also covers the loans
granted by the European Investment Bank
from its own resources to 12 Mediterranean
countries under the financial protocols an-
nexed to the relevant cooperation agreements.

At 31 December 1998 outstanding loans to-
talled ECU 3 584 million (ECU 94 million in
Spain, Greece and Portugal and ECU 3 490
million in non-member Mediterranean coun-
tries).

The guarantee also extends to loans granted
by the EIB from its own resources to the
countries of central and eastern Europe. The
overall ceiling on guaranteed loans to these
countries is ECU 4 700 million. At 31 Decem-
ber 1998 loans granted to these countries to-
talled ECU 4 253 million but only ECU 2 432
million had actually been disbursed.

The purpose of this financial support is to pro-
mote the development of infrastructures (in
particular trans-European networks) for ener-
gy, research, telecommunications and the en-
vironment, and to provide backing for the pri-
vate sector, in particular small businesses.

Under a Council decision of 15 February
1993 the Community provides a budget guar-
antee for loans made by the EIB from its own
resources to finance investment projects of
mutual interest in the developing countries of
Asia and Latin America which have signed
cooperation agreements with the Community.
These loans total ECU 250 million a year for
a period of three years. At 31 December 1998
loans granted to these countries totalled ECU
657 million but only ECU 399 million had ac-
tually been disbursed.

On 12 December 1996 the Council granted
the EIB a Community guarantee on loans to
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certain developing countries in Asia and Latin
America. This guarantee is limited to an over-
all ceiling of ECU 275 million to be granted
in 1996. At 31 December 1998 loans granted
to the countries concerned totalled ECU 153
million and ECU 150 million had been paid.

Under a Council deciston of | June 1995, the
Community provides a budget guarantee for
loans made by the EIB from its own resources
to finance investment projects in South Africa
with an overall ceiling of ECU 300 million
over a period of two years. At 31 December
1998 loans available totalled ECU 300 million
but only ECU 151 million had actually been
disbursed.

On 14 April 1997, the Council granted an
overall Community guarantee to the EIB for
loans for investment in the countries of cen-

TABLE 3

tral and eastern Europe. Mediterranean coun-
tries, Latin America and Asia, and the Repub-
lic of South Africa.

This guarantee is limited to 70 % of the over-
all amount of appropriations lent. plus all re-
lated amounts. The overall ceiling of appro-
priations lent is ECU 7 105 million and breaks
down as follows:

O countries of central and eastern Europe:
ECU 3 520 million

O Mediterranean countries: ECU 2 310 mil-
lion

O Latin American and Asian countries: ECU
900 million

O Republic of South Africa: ECU 375 mil-
lion.

Capital operations covered by the general budget

at 31 December 1998 (million ECU)
. . . Volume of borrowing/lending Total outstanding at 31 December 1998
Borrowing/lending operation authorised covered by a budget guarantee
Balance of payments support 14 000 2483
Euratom 4000 28
NCI (including reconstruction projects) 6830 168
EIB Mediterranean (Spain, Greece, Portugal) 1500 94
Financial assistance 4615 1738
30945 4511
EIB loans:
— Mediterranean countries 8672 3878
— Central and eastern Europe 8220 3060
— Asia and Latin America 1925 638
— South Africa 675 151
— Former Yugoslav Republic of Macedonia 150 15
— Bosnia-Herzegovina 100
19 742 7742
Total 50 687 12253




It covers a period of three years from 31 Janu-
ary 1997 for the countries of central and east-
ern Europe, the Mediterranean countries and
Latin America and Asia, and from | July 1997
for the Republic of South Africa. The period
of validity of this decision is automatically
extended by six months, if, on expiry of the
period, the loans granted by the EIB have not
reached the total amounts mentioned above.

The European Investment Bank is asked to
consider the rate of 25 % as a target for cover-
age of the commercial risk with non-sover-
eign guarantees.

At 31 December 1998 loans granted to the
countries concerned totalled ECU 4 715 mil-
lion but only ECU 1| 294 million had been
paid.

On 19 May 1998, the Council, acting on a
proposal from the Commission and after Par-
liament had given its opinion, decided again
to grant the Community’s guarantee to the
EIB in respect of the loans granted to invest-
ment projects in the Former Yugoslav Repub-
lic of Macedonia. This guarantee is limited to
an overall ceiling of ECU 150 million to be
granted between 1998 and 31 December
2000.

On 14 December 1998, the Council decided to
grant the Community’s guarantee to the EIB
in respect of the loans granted to investment
projects in Bosnia-Herzegovina. The guaran-
tee decided on 14 April 1997 was extended to
these loans, the amount of which is limited to
an overall ceiling of ECU 100 million to be
granted over two years.

These two decisions bring the total amount of
the new mandates conferred on the EIB to
ECU 7 355 million. The total amount of cred-
its opened for the FYROM as at 31 December
1998 was ECU 70 million, and amount out-
standing on the same date was only ECU 15
million.

Table 4 gives an overview of the Communi-
ty’s borrowing and lending operations at 31
December 1998.

"The guarantee mechanism

In view of the growing volume of guaranteed
loans to non-member countries and the conse-
quent risk to the budget, the Commission pro-
posed that a dual mechanism be established
consisting of a guarantee reserve entered in
the financial perspective and in the budget
and a Guarantee Fund endowed from this re-
serve.

(a) Guarantee reserve

The interinstitutional agreement of 29 Octo-
ber 1993 on budgetary discipline and im-
provement of the budgetary procedure provid-
ed, in accordance with the conclusions of the
Edinburgh European Council, that the general
budget of the European Communities should
include a guarantee reserve to cover loans to
non-member countries. This reserve is intend-
ed to endow the Guarantee Fund and, if nec-
essary, cover any guarantee called in which
exceeds the amount available from the Fund,
so that it can be charged to the budget.

The amount of the guarantee reserve is that
stipulated in the financial perspective: ECU
300 million at 1992 prices. In 1998, it was
ECU 338 million.

(b) Guarantee Fund

‘On 31 October 1994 the Council adopted

Regulation (EC) No 2728/94 establishing a
Guarantee Fund for external actions, so that
the Community’s creditors can be repaid in
the event of default by a non-member country
in receipt of a loan granted or guaranteed by
the Community.

The Guarantee Fund is endowed by:

O payments from the general budget of the
European Communities equal to 14 % of
the capital value of the lending and guar-
antee operations until the Fund reaches its
target amount;

O interest earned from the investment of the
Fund’s available resources;

O amounts recovered from defaulting
debtors where the Fund has already hon-
oured the guarantee.
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In the course of 1998, calls made on the Fund
totalled ECU 154 million. Transfers amount-
ed to ECU 272.389 million. financial interest
and late recoveries representing ECU 50.2
million and ECU 185.3 million respectively.

At 31 Dccember 1998 the resources of the
Guarantee Fund stood at ECU 1 280.66 mil-
lion, or 13 % of the amount outstanding on
the lending and guarantee operations (o non-
member countries, plus unpaid interest due.
The resulting ratio between the Fund's re-

sources and the outstanding capital liabilities
is therefore greater than the target rate of 10
% sct in the regulation establishing the Fund.

The surplus therefore had to be “paid back to
a special heading in the statement of revenue
in the general budget of the Communities’, as
provided for in the regulation. The surplus
came to ECU 297 million at the end of the
1998 financial year and will be repaid as rev-
enue to the 1999 budget.



TREASURY REPORT

The Commission holds accounts with the trea-
suries and/or central banks of Member States,
on which it receives revenue and through
which it pays the bulk of its transactions, in
particular those relating to the EAGGF Guar-
antee Section.

Each month the revenue received (expressed
in national currencies) is equivalent to one
twelfth of the amounts provided in the budget
for value added tax (VAT) and gross national
product (GNP)-based resources plus the
amount actually established each month for
customs duties and agricultural levies.

Ordinary commercial bank accounts are used
for administrative expenditure and direct pay-
ments to recipients other than national autho-
rities, in national currencies and in ecus.

To ensure that funds are made available to the
direct recipients as rapidly and as cost-effec-
tively as possible, the Commission opens ac-
counts in national currencies and in ecus in
the Member States by invitation to tender. It
also now uses the Society for Worldwide In-
terbank Financial Transfers (SWIFT) interna-
tional payments network. In 1997 it launched
an invitation to tender for a new selection of
commercial banks, except in the three Mem-
ber States which joined the European Union
in 1995. This new banking structure was ef-
fective from the beginning of 1998.

In July 1990 the Commission adopted a regu-
lation on arrangements for using the ecu for
the purpose of the budgetary management of
the Structural Funds; this regulation provides
that assistance granted by the Commission is
to be paid in ecus to the authority designated
by the Member States to receive the pay-
ments.

Ecus are mainly purchased on the interbank
exchange market. The Commission tries to
spread its purchases as evenly as possibly so
as not to destabilise the market. In 1998 its
purchases totalled ECU 35.5 billion as against
ECU 33.8 billion in 1997, including forward
purchases of ECU 3.0 billion during the last
quarter. This was used mainly for payments
under the Structural Funds (ECU 28.5 billion

in 1998 compared with ECU 26.3 billion in
1997).

The Commission has opened ecu-denominat-
ed accounts with the French and Irish Trea-
suries for making payments in connection
with operations under the Structural Funds.
This should accustom treasuries to using the
ecu in anticipation of the single currency on
1 January 1999.

The budget out-turn, in revenue and expendi-
ture, for a given year may differ from the ini-
tial estimates, producing a positive or nega-
tive balance. A surplus can result from
underutilisation of appropriations or from a
revenue out-turn higher than forecast in the.
budget or from a combination of these two
factors. Since spending must not exceed the
limit set by the budget, a deficit can be caused
only by the revenue out-turn being lower than
forecast in the budget. This was the case from’
1984 to 1986. ’

The cash situation in the course of the finan-
cial year depends on the monthly out-turn of
revenue and expenditure. which do not neces-
sarily balance. Even if the balance for the year
shows a surplus. expenditure may have out-
stripped revenue at certain times of the year,
causing cash-flow difficulties. For these rea-

-sons, the rules in force allow two possibilities:

payments of customs duties and agricultural
levies may be brought forward one month or
the Commission may overdraw on its ac-
counts with the national treasuries. The Com-
mission did not make use of these possibilities
in 1998 as the cash situation was positive
throughout the year.

In late 1993 the Council adopted an amend-
ment which also allowed early payment of
VAT and GNP-based resources to meet specif-
ic EAGGF requirements, in particular to
cover payments for the set-aside of certain
arable land. Use was made of this option in
1995, 1996, 1997 and 1998.

The rules -also stipulate that the positive and
negative balances resulting from payment and
revenue transactions should be spread over
the year in proportion to each Mcmber State’s






estimated contribution to the budget as a
whole. This balance is maintained by transfers
between the central banks.

A rolling forecast of cash-flow is used to
monitor and coordinate these currency trans-

actions. Cash-flow management is strictly
regulated: no borrowing is allowed to cover
possible deficits, surpluses may not be invest-
ed and no interest is receivable or payable on
balances with Member States.
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TABLE 4
Consolidated revenue and expenditure account — five-year summary
(million ECU)
Heading 1994 1995 1996 1997 1998
Revenue
Own resources 68 082.1 68 603.3 70 258.5 76 406.5 81284.9
Surpluses available -2922.1 5764.8 10 055.4 3270.5 19242
Other revenue 842.2 709.0 961.2 870.7 1320.6
66 002.1 75077.1 81275.0 80547.7 84 529.7
Expenditure
1. Common agricultural policy
Markets (B1-1 to B1-3) 324503 336343 37 596.7 38 353.7 37300.5
Accompanying measures (B1-4 and B1-5) 520.1 868.5 1871.9 2069.3 1847.6
Heading 1 — subtotal 329704 34502.7 39 468.6 40423.0 39 148.1
2. Structural operations
EAGGEF Guidance (B2-10) 25333 2530.6 3360.3 3580.0 3521.5
FIFG (B2-11) 395.0 248.1 421.6 486.9 407.7
ERDF (B2-12) 6331.2 8373.6 10610.3 115214 11 796.9
ESF (B2-13) 43334 4546.9 6031.6 61434 7 602.8
Community initiatives (B2-14) 957.7 1320.1 16914 1677.3 2401.8
Transitional measures, innovation schemes
and action against fraud (B2-15, B2-18 and B2-19) 541.9 200.0 337.2 202.9 266.9
Other structural operations (B2-2) 122.2 373 472 10.9 —
Cohesion Fund (B2-3) 851.6 1699.3 1872.2 2323.0 24488
EEA financial mechanism (B2-4) — 89.8 87.1 102.5 106.2
Heading 2 — subtotal 16 066.5 19 045.6 24 458.8 26 048.4 28552.7
3. Internal policies
Research (B6) 25442 2601.5 2971.7 3111.2 31388
Other agricultural operations (B2-5) 126.3 107.3 98.9 156.2 139.5
Other regional operations (B2-6) 29.9 42.1 46.2 33.2 21.2
Transport (B2-7) 123 18.2 30.5 28.5 19.3
Fisheries and the sea (B2-9) 26.6 15.8 16.2 20.4 30.2
Education, vocational training, youth (B3-1) 290.2 2924 379.6 367.5 3247
Culture and audiovisual media (B3-2) 111.1 126.7 100.0 113.9 106.8
Information and communication (B3-3) 37.6 47.7 ¢ 99.2 106.2 101.0
Other social operations (B3-4) 136.4 151.3 155.4 148.4 131.6.
Energy (B4-1) 36.3 33.7 354 358 30.2
Euratom nuclear safeguards (B4-2) 11.5 17.3 15.8 15.5 15.2
Environment (B4-3) 107.2 91.9 120.9 129.5 120.5
Consumer protection (B5-1) 143 17.8 14.6 174 18.6
Aid for reconstruction (B5-2) 9.6 6.1 4.2 39 29
Internal market (BS-3) 165.0 134.5 168.8 188.5 1339
Industry (B5-4) 31.6 76.7 424 96.0 422
Information market (B5-5) 12.6 14.0 58 — 91.8
Statistical information (B5-6) 353 33.7 352 34.8 28.6
Trans-European networks (B5-7) 179.3 250.5 264.1 3739 403.1
Cooperation in the fields of justice and
home affairs (B5-8) — 2.6 22 6.8 8.0
Action against fraud (B5-9) 0.2 0.8 34 10.7 44
Heading 3 — subtotal 39174 4082.5 46104 49982 4912.3
4. External action
EDF (B7-1) — — — — —
Food aid (B7-20) 446.0 497.7 413.1 407.7 341.8
Humanitarian aid (B7-21) 472.6 452.0 624.3 503.9 4779
Cooperation — Asian
developing countries (B7-30) 164.9 226.0 2839 2523 2412
Cooperation — Latin-American
developing countries (B7-31) 1383 145.7 1523 148.9 147.3
Cooperation — Developing countries o
in southern Africa and South Africa (B7-32) 69.9 55.6 373 71.0 84.5
Cooperation — Mediterranean countries
and the Middle East (B7-4) 304.8 278.8 357.5 405.4 489.5
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Annex 1

THE ECSC’S FINANCIAL AND BUDGETARY

ACTIVITIES IN 1998

Economic background and
developments in ECSC industries

Iron and steel industry

The marked improvement in general econom-
ic conditions in the European Union in 1998,
initially helped along by an excellent interna-
tional economic climate and a stable dollar,
gradually restored confidence among EU steel
producers and consumers, resulting in in-
creased orders and improved utilisation of ca-
pacities. The motor industry was constantly
improving its performance, the mechanical
engineering and electrical industries had for
some time been expanding at a high rate, and
even the construction sector showed signs of
recovery.

However, EU steel producers, while regarding
the situation in the Community steel market
as very favourable, nevertheless were primari-
ly concerned by the increasing supply from
certain non-member countries, which could
upset the balance of the market and adversely
affect price stability. And indeed, the first
signs of contagion by the Asian crisis were
first felt towards the end of the second half of
the year, resulting in a gradual deterioration of
market conditions and a slowdown in the ac-
tivity of most steel-consuming sectors.

In view of this, after the significant rise
(+ 8 %) in 1997 and a remarkable upward
trend throughout the first six months of 1998,
EU steel production gradually slowed and lev-
elled off during the third quarter of that year
at 162 million tonnes, barely 1.6 % more than
in 1997.

At the same time, the maximum production
potential (MPP) for crude steel was forecast
to bottom out at 198.8 million tonnes before
reversing the downward trend of the past four
years and rising steadily to 204.2 million
tonnes by 2001, which corresponds to an an-
nual growth of 1.8 million tonnes, of which
42 % will be produced by electric-arc fur-
naces. This upward trend will be observed in
all the countries except Luxembourg, where
MPP will remain at the same level, and Swe-
den and Spain, where it will decline.

Similarly, MPP for continuous casting was
forecast to continue rising until 2001, with
continuous-cast steel being more widely used
in the manufacture of long products, which
until recently were produced by the ingot
process. 1t was expected to total 190 million
tonnes, which means that 93 % of all Commu-
nity steel will be continuous-cast in 2001.

MPP for hot-rolled products was 182.1 mil-
lion tonnes in 1998 and was forecast to rise to
186.2 million tonnes in 2001, with hot-rolled
wide strip accounting for three quarters of this
increase. The forecasts were thus revised up-
wards in relation to those in the 1997 report.

The production potential for cold-rolled sheet
was expected to remain stable at 56 million
tonnes, while MPP for metal-coated sheet —
particularly by the hot-dip process, which is
tending to replace uncoated sheet — should
continue its upward trend.

Capital expenditure in the steel industry in
1998 totalled about ECU 4.375 billion, which
was a substantial increase on 1997 (ECU
3.875 billion).

Coal industry

In 1998, the European Community’s coal in-
dustries continued to decline because Com-
munity coal was more expensive to produce
than imported coal. The low price of coal im-
ported into the Union was mainly the result of
lower sea freight charges. Coal consumption
also had to compete with other forms of ener-
gy, particularly gas and electricity, the mar-
kets for which had been liberalised, thus ex-
erting further downward pressure on prices.
The market outlook for 1999 was that total
coal deliveries would further decline by 3 %.
The market for coke, where there was, on the
other hand, a slight increase in 1998, was ex-
pected to see a reduction of 15 % in deliveries
in 1999, mainly as a result of the introduction
of new technologies in steel manufacturing.

Hard coal production in the Member States
fell to about 107 million tonnes in 1998, com-
pared with 122.2 million in 1997. The fore-



casts for 1999 show a further drop of 15 mil-
lion tonnes (- 12.5 %). :

The fall in production in 1998 compared with
1997 was particularly marked in the United
Kingdom and Germany (8 million and 5.7
million tonnes respectively, or — 17 % and
- 11.2 %). It was some 0.9 million tonnes in
France (- 15 %) and 0.5 million in Spain
(= 2.8 %). In Germany the fall in production
was part of the restructuring plan devised to
reduce the high level of aid in the face of the
limited scope for reducing production costs.

The annual production forecasts for 1999
show that the decline in Community produc-
tion is set to continue, with total production
hardly reaching 100 million tonnes, which
corresponds to a reduction of 6.2 %. The
largest reduction is expected in the United
Kingdom, where production should fall a fur-
ther 15 % to about 33 million tonnes. In con-
trast, German production should increase
slightly in 1999 as a result of mining activity
in Saarland or in small mines. France and
Spain will continue their restructuring mea-
sures.

Imports - from non-member countries were
151.3 million tonnes, which meant that Com-
munity dependence was 58 %. In 1998 South
Africa overtook the United States as the main

exporter of coal to Europe. It was expected to -

supply nearly a quarter of Community coal
imports, with 37 million tonnes (one million
more than previous estimates), of which 8
million tonnes was delivered to Germany and
5.5 million tonnes to Spain.

Import forecasts for 1999 are 136.1 million
tonnes, down by more than 15 million tonnes
(- 10 %) on 1998. It is worth noting the in-
creasing importance of other suppliers, in-
cluding Indonesia and Venezuela, which are
beginning to make their presence felt on the
international coal market.

Internal deliveries of hard coal in the Member
States totalled 251.5 million tonnes in 1998
— a drop of 19.3 million (- 7.1 %) compared
with the 1997 figure of 270.8 million. Eco-
nomic growth in 1997 was less marked than
in 1998, mainly as a result of the crisis in

South-East Asia at the end of 1997, the effects

of which did not spare the economies of the
EU Member States.

As for the volume of deliveries in 1998 by
sector, the greatest reduction was in deliveries
to power stations — 15 million tonnes (- 8 %)
less than the 187.2 million delivered in 1997,

The breakdown of deliveries by country
shows that most of the changes reflect the ac-
tivity of power stations. This situation is well
illustrated by the case of the United Kingdom,
where overall deliveries increased by 2.5 mil-
lion tonnes while deliveries to power stations
rose by 3 million tonnes, this being offset by
reductions in other sectors.

O Supplies of coal to coke ovens in 1998
were expected to reach 48.8 million
tonnes.

O In contrast, supplies of coal to the steel in-
dustry were expected to decrease. The
steel industry definitely benefited from a
renewal of stocks and growth in 1997,
whereas growth slowed in 1998,

O Deliveries of coal to the ‘other industries’
sector decreased, totalling only 16.1 mil-
lion tonnes. This was 3 million tonnes
(—=20 %) less than in 1997.

For 1999, deliveries in the Member States are
estimated at about 244.1 million-tonnes, 7.4
million tonnes (- 3 %) down on 1998. This

drop should affect mainly the electricity-pro-,

ducing sector and, to a lesser extent, coke
ovens; slight reductions are also expected in
other sectors.

State Aid to the coal industry is governed by
the provisions of Decision No 3632/93/ECSC (')
establishing Community rules for State aid to
the ¢oal industry for the period from 1994 to
the expiry of the ECSC Treaty in July 2002.

(") OJ L 329, 30.12.1993, p. 12.
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Aid granted may be regarded as compatible
with the proper functioning of the single mar-
ket if it helps to achicve at least one of the fol-
lowing objectives:

O to make, in the light of coal prices on in-
ternational markets, further progress to-
wards economic viability with the aim of
reducing aid;

O to solve the social and regional problems
created by total closure or reductions in
the activity of production units;

O to help the coal industry adjust to environ-
mental protection standards.

The decision also contains provisions to in-
crease the transparency of the existing aid
system. At the end of a three-year transitional
period (which expired on 31 December 1996),
aid is to be authorised only if it is entered in
Member States’ national, regional or local
public budgets or channelled through strictly
equivalent mechanisms. In addition, since the
beginning of 1994, all aid received by compa-
nies must be shown in their profit-and-loss ac-
counts as a separate item of revenue, distinct
from turnover.

On 3 June 1998, the Commission authorised
Spain to grant a total of ESP 438 billion for
the financial years 1997 and 1998 and as sup-
plementary aid for 1994, 1995 and 1996. Sim-
ilarly, on 10 June 1998 the Commission au-
thorised Germany to pay DEM 10.4 billion in
aid for 1997. On the other hand, the Commis-
sion was unable to authorise the aid notified
by France for 1997 and 1998.

Furthermore, a large number of complaints
dealing with the European coal market were
lodged with the Commission. The Commis-
sion adopted a decision addressed to Germany
concerning the improper use of state aid fol-
lowing a complaint lodged at the end of 1996
by a UK anthracite producer.

On 20 July 1998, an appeal against the Com-
mission was lodged with the EC Court of First
Instance with a view to annulling-the Com-
mission decision of 10 June 1998 on German
aid to the coal industry.

Financial activities

Article 49 of the ECSC Treaty of 18 April
1951 empowers the High Authority (the Com-
mission since the 1967 Merger Treaty) to bor-
row funds provided that they are used solely
for the granting of loans.

Loans are granted for three main purposes:

O to finance investment in the coal and steel
sector;

U to finance conversion programmes for re-
structuring the coal and steel industry;

O to finance the construction of housing for
coal and steel workers.

In June 1994, in view of the expiry of the
ECSC Treaty in July 2002, the Commission
readjusted its borrowing/lending policy under
the Treaty ('). The granting of new loans out
of borrowed funds was gradually reduced and
was virtually nil in 1997 (except for certain
exceptional cases covered by government
guarantees).

The financing of workers’ housing is to come
to an end with the 12th programme. The pay-
ment of the 1998 tranche (ECU 20.5 million)
was the last under this programme.

Since the start of its financial activity, the
ECSC has disbursed loans amounting to ECU
23.48 billion, of which ECU 22.98 billion out
of borrowed funds and ECU 503.4 million out
of own funds (special reserve and former pen-
sion fund).

With the guarantees granted during the same
period, the total of ECSC financial activity is
ECU 23.57 billion.

At 31 December 1998 the amount ECU 2.6
billion remained due on loans from borrowed
funds and ECU 160.5 million on loans from
OWN resources.

(") 0) C 175.28.6.1994.



ECSC operating budget

Over the course of the last decade, the ECSC
budget rose from ECU 547 million in 1988 to
a maximum of ECU 596 million in 1993, be-
fore starting a decrease which will continue
until the ECSC Treaty expires in 2002,

The details of the resources and expenditure,
as far as the 1998 budget is concerned, are
given below.

In addition to its activities based on borrow-
ing and lending operations, the ECSC fi-
nances a number of measures from its operat-
ing budget.

ECSC budget revenue

The High Authority (the Commission) is em-
powered to raise the funds needed to carry out
its mandate by setting a levy on the produc-
tion of coal and steel.

However, the Commission decided to set the
rate of the levy at 0 % in 1998, since the pro-
visions entered in the ECSC balance sheet at
31 December 1997 were deemed sufficient to
maintain the ECSC’s budgetary activity at the
appropriate level until the expiry of the
Treaty.

The resources used to finance the ECSC bud-
get in 1998 came from:

O the ‘net balance’ of financial operations,
particularly interest from the investment
of the cash, reserves and other provisions
entered in the ECSC balance sheet;

O the cancellation of commitments which
were not implemented;

O fines;

O miscellaneous resources.

For 1998 these types of revenue were ECU 38
million, 134 million, 7 million and 6 million
respectively.

ECSC budget expenditure in 1998

The revenue of the operating budget is intend-
ed to cover the various categories of expendi-
ture provided for in the ECSC Treaty.

Social aid

Under Article 56(2)(b) and (1)(c) of the ECSC
Treaty, ECU 70 million was spent in 1998 on
social redeployment aid for ECSC workers
(traditional redeployment and social measures
in the coal and steel industry).

When permanent closures, cutbacks or
changes of activity lcad to job losses, the
Community attempts to mitigate the social
repercussions for the workers through rede-
ployment measures under Article 56. It helps
finance aid measures to provide income sup-
port for the workers affected or to enable
them, through training courses and resettle-
ment allowances, to remain in employment
and make a productive contribution to the

_economy.

This contribution to social aid is subject to
payment by the Member State in question of a
special contribution at least equal to the
ECSC’s contribution. .

Social aid is granted under arrangements de-
fined in bilateral agreements concluded with
the Member States (early retirement, unem-
ployment, transfer, retraining and vocational
training).

It should be noted that under the arrangements
for ‘phasing in’ the coal and steel sectors
within the general framework of European
policies, aid for the training of coal and steel
workers is no longer covered by the ECSC
budget but will be financed in future from the
European Social Fund.
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FIGURE 15

Research aid

Under Article 55 of the ECSC Treaty, ECU 84
million was granted in aid for technical re-
search in the coal and steel sector in 1998.

The main aims of the aid for steel industry re-
search (ECU 56 million) are to reduce manu-
facturing costs, improve the quality and per-
formance of products, promote and extend the
uses of steel, and adapt production conditions
to environmental demands.

The main objectives of the aid for coal indus-
try research (ECU 28 million) are to lower

ECSC operating budget in 1998

(million ECU)

production costs, raise underground and pit-
head productivity, improve safety and work-
ing conditions, safeguard existing markets,
open up new outlets and, above all, improve
the use made of coal, with a view to better en-
vironmental protection.

Conversion aid

In accordance with the Commission’s decision
to adjust the ECSC’s borrowing and lending
policy in view of the expiry of the Treaty ('),
1997 will mark the end of ECSC financing of
interest subsidies on conversion loans.

("yOJC 175, 28.6.1994.

ECSC operating budget expenditure in 1998
(million ECU)

Current revenue 51.0 -
— Yield from 0.0% levy 0.0 .

— Net balance 38.0
— Miscellaneous 13.0 I:,
- Cancellation of commitments . 1340 .
D Unused resources from previous year 0.0 .
185.0 -

Administration 5.0
Redeployment aid 43.0
Research aid 84.0
Conversion aid 0.0
Social measures for the coal industry 27.0
Provision for the financing of the ECSC

operating budget 26.0

185.0



In addition, since no assent was forthcoming
from the Council, it was not possible to use
the ECU 30 million provided for in 1998 (Ar-
ticle 95/ECSC) to top up from the ECSC bud-
get the amounts allocated to the Community
initiatives Rechar II and Resider II.

Provision for financing the ECSC’s operating
budget

ECU 26 million, representing the resources
available and unused in 1998, will constitute a

provision which will, from 1999 on, be used
gradually as needs arise to compensate for the
disappearance of the ECSC levy.
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Annex 2

FINANCIAL OUT-TURN

OF THE EDF IN 1998

Legal and financial framework

The European Development Fund (EDF) was
established under Article 1 of the Implement-
ing Convention on the Association of the
Overseas Countries and Territories with the
Community. signed at the same time as the
Treaty of Rome: its role has since been ex-
tended to cover:

In terms of partnership. the North-South co-
operation for which the Fund provides the
main financial support developed on two
planes:

O at the legal level, with the majority of
OCTs achieving independence in the early
sixties. the relationship switched from one
of dependence to a contractual link based
on successive international conventions
(the two Yaoundé conventions, followed
by the four Lomé conventions) concluded
between the Community and the States
which had become independent; however,
some partners retained OCTS slatus;

O geographically, cooperation was extended
to a growing number of countries in differ-
ent regions and continents. Under the most
recent arrangements, resulting from the re-
cent entry into force of the Mauritius
agreement amending the Lomé IV Con-
vention signed in 1989, 70 African,
Caribbean and Pacific (ACP) States (‘) are
today involved in operations under the
eighth EDF. This also applies to 20 OCTs,
whose relations with the Community are
governed by a Council decision of 24 No-
vembér 1997.

(" In 1993, Eritrea, which had split from Ethiopia. joined the
69 countries which had signed the Lomé IV Convention.
However. because of its political situation. Somalia has not
yet ratified Lomé 1V or taken part in the negotiation of the
Mauritius Agreement. South Africa also partially acceded to
the Lomé 1V Convention in 1997.

Financially. the Fund’s budget has regularly
increased with the renewal of the Fund every
five years: for the eighth EDF it comes to
ECU 13 132 million (including ECU 165 mil-
lion for the OCTs) for the period 1996-2000.

The internal agreement on the financing and
administration of Community aid under the
second financial protocol (eighth EDF) of the
Fourth Lomé Convention also specities,
among other things, the way in which the re-
sources are (o be divided. The funds available
include an extra ECU 1 693 million in loans
granted by the EIB from its own resources
(ECU 35 million for the OCTs).

EDF operations mainly involve:

O grants for projects and programmes and to
assist structural adjustment, for which a
specific amount has been set aside;

O subsidies under the special financing facil-
ity for ACP and OCT mining products
(Sysmin);

O transfers under the system for the stabili-
sation of ACP and OCT export earnings
(Stabex), which are also equivalent to sub-
sidies;

O emergency aid and aid for refugees;
O risk capital managed by the EIB.

The EDF is quite different from the other
Community financial instruments included in
the general budget in that:

O it is administered by the Commission and
its resources consist of extra-budgetary
payments by the Member States on a
fixed-scale basis for each fund;

O each EDF has a separate financial regula-
tion, on the same lines as for the general
budget, which lays down implementing
provisions for the abovementioned inter-
nal agreement. particularly in respect of fi-
nancial and legal aspects;

O the normal rules on budgetary appropria-
tions do not apply to the EDF; its appro-
priations are allocated to a limited number



of operations, i.e. multiannual operations
for a period of at least five years, with pre-
cise ceilings which are laid down when
the financial protocol is signed. Further-
more, a major element of flexibility has
been introduced in the eighth EDF as re-
gards programming which allocates the fi-
nancial aid and serves as a basis for its re-
liability: the principle of programming
these multiannual appropriations in two
tranches has been adopted: the system is
intended to encourage sound performance
in the application of the ACP States’ na-
tional and regional indicative programmes
by imposing a number of conditions con-
cerning implementation of the first tranche
before the second tranche can be allocat-
ed; because of the time factor, this mid-
term review should be conducted in 1999.

The Commission thus administers several
EDFs simultaneously until their respective
closing dates. These appropriations are not
presented in budget form but are recorded at a
later date in an accounting statement which
provides a breakdown of revenue and expen-
diture (commitments and payments).

Economic and political situation

1998 was a turning point in EDF activities,
marked by two key issues:

O the entry into force on 1 June 1998 of the
eighth EDF, following the ratification of
the agreement concluded in Mauritius re-
vising the fourth Lomé Convention. This
new step, which took longer than expected
particularly because of delays on the part
of the Member States, meant that imple-
mentation — legally dependent on its
entry into force — could finally go ahead;

O an upturn in both payments and commit-
ment decisions. This trend is highly signif-
icant, coming as it does after a constant
downturn in the previous three years.
Moreover, it comes at a time when the
Community was sometimes forced for po-
litical reasons to alter or suspend aid to
some ACP countries because of conflicts

(in particular in central Africa) or unsatis-
factory situations as regards respect for
human rights. democratic principles or the
rule of law (Liberia, Nigeria, Somalia,
Sudan, Togo, etc.).

EDF financing in 1998

The EDF was able to finance its operations as
usual throughout 1998. The Member States
contributed a total of ECU 2 060 million.

Aid granted by the EDF in 1998

As stated above, in general there was a signif-
icant reversal in the trend in 1998

The downturn in payments has been reversed
and total payments in 1998 regained the aver-
age level of 1995/96.

By disregarding Stabex, an instrument that is
used fairly randomly, the 1998 result of ECU
1 330 million is even more striking — the
second best result ever achieved since 1994. It
is also, together with 1992 and 1994, the best
result ever achieved in the utilisation of pro-
grammable resources: indicative programmes
and the structural adjustment facility account-
ed for almost ECU 1.1 billion. This utilisation

"is possibly the most pertinent indicator for as-

sessing the Lomé partners’ capacity to pro-
gramme and absorb aid.

The trend is even more striking in terms of
decisions, since, with a very much reduced
Stabex instrument and only six months after
ratification in June 1998, the record level of
ECU 2.3 billion, until then only achieved in
1988 and 1994, was once again reached.

Non-Stabex decisions reached a historic level
of ECU 2.1 billion, never before achieved, as
did programmable aid, which totalled almost
ECU 1.8 billion.

This result is to a large extent due to the ex-
cellent performance of structural adjustment
which, with ECU 0.6 billion in commitments,
was over half as much again as the record
achieved in 1993, confirming its effectiveness
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as a structural aid instrument with a rapid
take-up. Without equalling the 1987/88 record
(launch of Lomé III integrated programmes),
‘normal’ programmes by no means did badly.
They exceeded their 1992 level, when seventh
EDF operations were effectively launched
after a ratification process that was not as ab-
normally long as that for the eighth EDF.

Comments on each of the different Funds.

O It comes as no surprise that in its 13th year
of implementation, the sixth EDF recorded
net negative commitments (- ECU 39 mil-
lion) and a lower level of payments (ECU
152 million as against ECU 166 million in
1997) although this is only a difference of
— 8 %. This trend is therefore entirely nor-
mal and heralds the forthcoming closure
of this Fund which is scheduled for the
end of 1999 or, at the latest, the very be-
ginning of 2000.

O The results of the seventh EDF overall
were also lower than 1997. Decisions
were ECU 99 million as compared with
ECU 582 million and payments were ECU
802 million as against ECU 1 017 million.
Comparison of these results may, howev-
er, be slightly distorted by accounting cor-

rectives that had to be applied as regards
Stabex (- ECU 76 million for decisions
and — ECU 62 million for payments).

Therefcre, keeping to the comparison of these
same overall results, but disregarding Stabex,
1998 can be summed up as follows for the
seventh EDF.

O Decisions again fell very sharply (ECU
175 million compared with ECU 582 mil-
lion). This is relatively normal as the sev-
enth EDF was in its eighth year of imple-
mentation and therefore reached a high
percentage of commitment for indicative
aid programmes (92 %), and total exhaus-
tion of resources available under the struc-
tural adjustment support facility.

O Payments fell from ECU 998 million to
ECU 864 million and although this was a
smaller drop, it none the less caused the
Commission serious concern. Although
sixth EDF payments had also begun to de-
cline during the eighth year of implemen-
tation, the 58 % implementation rate
achieved for indicative aid programmes at
the end of the seventh year was much
higher than the 44 % achieved by the sev-
enth EDF after the same period. The cor-
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1. ACCOUNTING PRINCIPLES

1.1. According to international standards (1),
the aims of a financial statement must be to
describe the nature and range of an institu-
tion’s activities, explain how it is financed and
supply definitive information on its opera-
tions.

These are certainly the objectives of the
consolidated revenue and expenditure account
and balance sheet produced annually by the
European Commission. The manner in which
financial operations were conducted in the
course of the financial year are described in
Volume I, Part 2 (Analysis of financial mana-
gement).

If they are to present a true and fair picture, fi-
nancial statements must not only supply rele-
vant information, but do so in a clear and
comprehensible manner which allows compa-
risons between financial years. It is with these
goals in mind that the present document has
been drawn up.

1.2. The accounting system of the European
institutions comprises general accounts and
budget accounts. These accounts are kept by
calendar year in ecus.

1.2.1. Using the ‘double-entry method’ the
general accounts show all expenditure and re-
venue over the financial year and are designed
to establish the financial position of the insti-
tutions in the form of a balance sheet of assets
and liabilities at 31 December the previous
year.

The general accounts are based on the follo-
wing principles:

O the principle of the continuity of activities;

O the principle of prudence, whereby assets
are not overvalued and liabilities are not
undervalued;

(1) International Organisation of Supreme Audit Institutions
(Intosai) accounting standard framework — September
1995.

O the principle of consistent accounting me-
thods;

O the principle of no-netting between assets
and liabilities.

For the future the Commission is studying the
possibility of presenting a broader accounting
result to ensure that balance sheet entries are
transferred from one year to the next via the
revenue and expenditure account. The chart of
accounts will maintain the distinction between
the revenue and expenditure accounts and the
balance sheet. To do so it must contain:

(a) the revenue and expenditure accounts,
subdivided as follows:

[ the budgetary revenue and expenditure
accounts, providing an overall view of
budget implementation, and accounts
showing exchange-rate differences;
these accounts will serve to determine
the year’s balance;

O the additional revenue and expenditure
accounts, which can be used to determi-
ne the broader accounting result;

(b) the balance-sheet accounts, which can be
used to establish the institution’s financial
position, and will show the estimated ef-
fect of liabilities and entitlements.

1.2.2. The budget accounts give a detailed
picture of the implementation of the budget.
They are designed to establish:

[ the consolidated revenue and expenditure
account referred to in Title VI of the finan-
cial regulation,

O the figures showing the implementation of
the budget referred to in Article 34 of the
financial regulation.

2. ACCOUNTING RULES
AND METHODS

2.1. The accounts are kept in accordance with
the financial regulation of 21 December 1977,
as last amended by Council Regulation (EC)
No 2779/98 of 17 December 1998 and supple-
mented by a regulation laying down certain
implementing rules.



2.2. Conversion into ecus

2.2.1. Accounts are kept in ecus.

2.2.2. The ecu conversion rates used to pre-
pare the balance sheet were the rates applying
on 31 December 1998, except for the follo-
wing:

O tangible assets, which retain their value in
ecus at the accounting rate that applied
when they were purchased;

O appropriations carried over, some of which
are to cover commitments in national cur-
rencies converted into ecus at the monthly
accounting rates for December; the total
amount in ecus of appropriations carried
over cannot be subsequently revalued;

O advances paid under the Guarantee Section
of the European Agricultural Guidance and
Guarantee Fund, which are converted at the
exchange rates applying on the 10th day of
the month following the month in which
they are granted;

O the transitional accounts which retain their
value in ecus at the accounting rate that ap-
plied at the time of the accounting opera-
tion.

2.3. Revenue

2.3.1. The amounts of own resources and fi-
nancial contributions entered in the accounts
are those credited in the course of the year to
the accounts opened in the Commission’s
name by the governments of the Member
States.

The difference between the amount of VAT
own resources, GNP-based resources and fi-
nancial contributions entered in the budget
and the amount actually due is calculated by
1 July of the following year and entered in an
amending budget for that year.

2.3.2. The other revenue entered in the ac-
counts is the amount actually received in the
course of the year.

2.4. Expenditure

2.4.1. For the purposes of calculating the ba-
lance for the year, expenditure covers pay-
ments made against the year’s appropriations
for payments plus any of those same appro-
priations that are carried over.

2.4.2. Payments made against the year’s ap-
propriations for payments means payments
for which authorisation reaches the financial
controller by 31 December and which are paid
by the accounting officer by 15 January of the
following year.

In the case of the Guarantee Section of the
European Agricultural Guidance and Guaran-
tee Fund, the payments are those effected by
the Member States between 16 October 1997
and 15 October 1998, provided that the ac-
counting officer was notified of the commit-
ment and authorisation by 31 January 1999.

2.4.3. Appropriations for payments may be
carried over to the following financial year
only. The procedure is as follows:

O non-differentiated appropriations: carryo-
ver is generally automatic if it is to cover
outstanding commitments; otherwise the
budgetary authority has to give prior autho-
risation;

O differentiated appropriations: unused pay-
ment appropriations usually lapse; howe-
ver, the Commission may decide to carry
them over if the payment appropriations
for the following year are not sufficient to
meet previous commitments or commit-
ments made against commitment appro-
priations which have themselves been car-
ried over.

2.5. Balance for the year

The balance for the year consists of two com-
ponents (the result of the European Union and
the result of the involvement of the EFTA
countries belonging to the EEA) It represents
the difference between:

[ total revenue received for that year;
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O total payments made against that year’s ap-
propriations plus the total amount of that
year’s appropriations carried over (defini-
tion of expenditure at 2.4.2) (1).

The following are added to or deducted from
the resulting figure:

O the net balance of lapsing carryovers from
previous years and any payments which,
because of fluctuations in the ecu rate, ex-
ceed non-differentiated appropriations car-
ried over from the previous year;

O the balance of exchange-rate gains and
losses recorded during the year.

2.6. Rules on valuation

Except where indicated in the explanatory
notes to the balance sheet, the various hea-
dings are valued as follows:

2.6.1. Tangible and intangible fixed assets are
valued at their historic value converted into
ecus at the rate applying when they were pur-
chased. The Commission’s fixed assets must
also be subject to depreciation for each full
year, according to the linear method (Section
8 of the Commission’s inventory regulation).

2.6.2. Stocks are valued at the price of the
last supplies received, converted at the ecu
rate applying on 31 December.

2.6.3. Financial assets are valued at their pur-
chase price. If denominated in foreign curren-
cy, they are converted at the ecu rate applying
on 31 December. In line with the principle of
prudence, an adjustment must be made where
there is a probable loss.

2.6.4. Entitlements are entered in the ac-
counts at their face value, converted at the ecu
rate applying on 31 December, with the ex-

(1) In the case of the EFTA-EEA countries, the volume of ap-
propriations carried over from year n to year n+1 is known
after the accounts have been closed. As a result the calcula-
tion of the balance includes carryovers of appropriations
from year n-1 to year n.

ception of entitlements denominated at a fixed
rate. Although the European Commiunity
wishes to comply with the principle of pru-
dence, the value of most of the entitlements is
not adjusted. The Commission is considering
this possibility for the future. Where this is
the case, a special indication is given in the
notes on the balance sheet.

2.6.5. Cash investments and disposable assets
are valued at their face value converted into
ecus at the rate applying on 31 December. For
the sake of prudence, an adjustment must be
made where there is a probable loss.

2.6.6. Debts are valued at their face value in
ecus at the rate applying on 31 December if
they are denominated in a foreign currency.

2.7. Payments on account and
accelerated payments

Payments on account for operational pur-
poses, other than the advances paid under the
common agricultural policy, are included in
the year’s expenditure and do not appear as
assets in the balance sheet.

2.8. EFTA involvement in the
1998 general budget

The figures in the accompanying tables inclu-
de the appropriations entered to cover the in-
volvement in the Community budget of the
EFTA countries belonging to the European
Economic Area.

2.9. Consolidation

The consolidated accounts cover the accounts
of the European Parliament (including the
Ombudsman), the Council, the Commission
(including the Publications Office and the
Joint Research Centre), the Court of Justice,
the Court of Auditors, the Economic and So-
cial Committee and the Committee of the Re-
gions.

The method used is that of full consolidation.
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TABLE ||
Revenue for 1998

(miiiion ECU)

Entitlements established

Amounts
Forecasts At to be
Category 3% Carried over recovered ;2%
1998 > Total recovered
from 1997

Agricultural levies (Chap. 10) 693200 | 1619.134 6493 | 1625627 | 1102212 523415
Sugar and isoglucose levies (Chap. 11) 1 163.400 1082327 0.000 1082.327 1 070.077 12.250
Customs duties (Chap. 12) 13413.600 | 14914.097 17270 | 14931367 | 13506235 | 1425.132
VAT resources (Chap. 13) 32752781 | 32684.936 0.000 | 32684.936 | 32684.936 0.000
GNP-based resources (Chap. 14) 35405.174 | 34428354 0,000 | 34428354 | 34428354 0.000
Correction of budgetary imbalances (Chap. 15) 0.000 60.923 0.000 60.923 60923 0.000
Own resources collection costs (Chap. 19) -1527.020 | -1761.556 -2376 [ -1763.932 | -1567.852 | -196.080
Surpluses available (Title 3) 1003.961 | 1918.161 6.085 | 1924245 | 1924.245 0.000
Miscellaneous Community taxes,
levies and dues (Title 4) 486.531 452.862 1269 454.131 452.661 1470
Revenue accruing from the administrative operation
of the institutions (Title 5) 78.171 133.981 12.080 146.061 137.758 8.303
Contributions to Community programmes, repayment
of expenditure and revenue from services rendered
against payment (Title 6) 158.724 517.224 41.962 559.186 513723 45463
Interest on late payments and fines (Title 7) (1) 0.000 526.164 548229 | 1074393 34.104 | 1040289
Borrowing and lending operations (Title 8) 18.544 382.683 188.272 570.955 84.924 486.031
Miscellaneous revenue (Title 9) 5.165 08.841 9.409 108.250 97.388 10.862

Total | 83652.231 | 87058.131 828.693 | 87886.814 | 84529.688 | 3357.135

(1) Of the total amount to be recovered in respect of fines and penalty payments, ECU 136 095 000 has been collected and entered provisionally
in an account in the balance sheet for revenue collected in respect of fines pending the final decision of the Court of Justice.




TABLE I
Expenditure
(million ECU)
Heading Iz:ﬁ:]:cms Clui'ry t)vvmf_' Total
(headings other than ‘Administrative expenditure’ FS A D aC ey ean
concern only the Commission)
1998 1997 1998 1997 1998 1997
1. Common agricultural policy
Market expenditure (B1-1 to B1-3)) 36 884.902 | 38271.323 415549 82.384 | 37300.451 | 38353.707
Accompanying measures (B1-4 and B1-5) 1 847.629 2069.301 1 847.629 2069.301
Heading 1 — Subtotal | 38 732.531 | 40340.624 415.549 82.384 | 39 148.080 | 40423.008
2. Structural operations
EAGGF-Guidance (B2-10) 3521.49%4 3 580.000 3521.49%4 3 580.000
FIFG (B2-11) 407.748 486.893 407.748 486.893
ERDF (B2-12) 11776361 | 11521.436 20.548 11796910 | 11521.436
ESF (B2-13) 7 602.800 6 143.400 7 602.800 6 143.400
Community initiatives (B2-14) 2271.572 1677.321 130.256 2401.828 1677.321
Transitional measures, innovation schemes and 212.854 202.920 54.072 266.925 202.920
action against fraud (B2-15, B2-16 and B2-18)
Other structural operations (B2-2) 10.927 10.927
Cohesion Fund (B2-3) 2448.765 2322983 2 448.765 2322983
EEA financial mechanism (B2-4) 106.232 102,518 106.232 102.518
Heading 2 — Subtotal | 28 347.825 | 26 048.398 204.876 28 552.701 | 26 048.398
3. Internal policies
Research (B6)
— B6-1: Joint Research Centre —
Staff and resources 230.656 211.021 0.031 2.690 230.687 213.712
— B6-2: Joint Research Centre —
Direct operating appropriations —
EC Framework programme 1994 to1998 37.724 31.566 11.492 7.894 49.216 39.460
— B6-3: Joint Research Centre —
Direct operating appropriations —
EAEC framework programme (1994 to 1998) 8.363 7.226 1.301 0.865 9.663 8.091
— B6-4: Joint Research Centre —
Direct action — Completion of the former joint
and supplementary programmes and other
JRC activities 8.698 3.815 21.620 14.446 30.317 18.261
— B6-5: Indirect action (Shared-cost projects)
and concerted action — Completion of earlier
projects and other activities 178.982 401.119 34.909 36.739 213.890 437.858
— B6-7: Indirect action (shared-cost projects),
concerted action and supplementary
programmes — EC framework programme
(1994 to 1998) 2426.982 2160.271 29.780 2426982 2190.051
— B6-8: Indirect action (shared-cost activities)
concerted action and supplementary
programmes — EAEC framework programme
(1994 to 1998) 177.433 203.575 177.433 203.575
Research — Total 3 068.837 3 018.594 69.352 92414 3138.189 3 111.008
Other agricultural operations (B2-5) 138.316 154.246 1.200 2.000 139.516 156.246
Other regional operations (B2-6) 21.22] 33.163 21.221 33.163
Transport (B2-7) 19.299 28.454 19.299 28.454
Fisheries and the sea (B2-9) 30.192 20.399 30.192 20.399
Education, vocational training,
youth (B3-1) 296.954 361.854 27.672 5.643 324.626 367.497
Culture and audiovisual media (B3-2) 100.331 111.056 6.427 2.300 106.758 113.856
Information and communication (B3-3) 101.055 105.527 0.700 101.055 106.227
Other social operations (B3-4) 131.572 141.092 7.164 131.572 148.256
Energy (B4-1) 30.192 35.802 30.192 35.802
Euratom nuclear safeguards (B4-2) 14.196 15.541 1.000 15.196 15.541
Environment (B4-3) 120.469 128.540 1.000 120.469 129.540
Consumer protection (B5-1) 18.558 17.441 18.558 17.441
Aid for reconstruction (B5-2) 2.839 3.933 2.839 3.933
Internal market (B5S-3) 132.596 183.419 1.300 5.000 133.896 188.419
Industry (B5-4) 42.199 96.028 42.199 96.028
Information market (B5-5) 89.781 2.000 91.781
Statistical information (B5-6) 25.400 34.791 3.178 28.578 34.791
Trans-European networks (B5-7) 402950 | 363.067 10.800 402.950 373.867
Cooperation in the fields of justice
and home affairs (B5-8) 8.001 2.268 4.500 8.001 6.768
Measures to combat fraud (B5-9) 4.379 5.157 5.500 4.379 10.657
Heading 3 — Subtotal | 4799.335 4 860.371 112.129 137.522 4911.464 4997.893
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S Tor payme er from 1997

(million I

(headings other than ‘Administrative expenditure’
concern only the Commission)

| 1. Common agricultural policy
| Market expenditure (B1-1 to B1-3) 82.384 77453 144.309
| Accompanying measures (B1-4 and B1-5)

Heading 1 —Subtoal | 8384 | 77453 | | 4931 | 144309 |

| 2.Structural operations

| EAGGF-Guidance (B2-10)

| FIFG (B2-11)

| ERDF (B2-12)

| ESF (B2-13)

| Community initiatives (B2-14)

| Transitional measures, innovation schemes and action against
fraud (B2-15, B2-16 and B2-18)
Other structural operations (B2-2)
Cohesion Fund (B2-3)
EEA financial mechanism (B2-4)

Heading 2 — Subtotal ———E

3. Internal policies i
Research (B6)
— B6-5: Indirect action (Shared-cost projects) and
concerted action — Completion of earlier projects and
other activities 3 4 49944 0.000
— B6-7: Indirect action (shared-cost projects), concerted
action and supplementary programmes —
EC framework programme (1994 to 1998) y i 0.097

I
Research — total . 3939 |
|

| Other agricultural operations (B2-5)
Other regional operations (B2-6)
Transport (B2-7)

Fisheries and the sea (B2-9)
Education, vocational training, youth (B3-1)
| Culture and audiovisual media (B3-2)

| Information and communication (B3-3)
Other social operations (B3-4)

Energy (B4-1)

Euratom nuclear safeguards (B4-2)
Environment (B4-3)

Consumer protection (B5-1)

Aid for reconstruction (B5-2)

Internal market (B5-3)

Industry (BS-4)

Information market (B5-5)

Statistical information (B5-6)
Trans-European networks (B5-7)
Cooperation in the fields of justice

and home affairs (B5-8) :
Measures to combat fraud (B5-9)

Heading 3 — Subtotal 143.367 70.823 51.356 21.188 41.388

4. External action

EDF (B7-1)

Food aid (B7-20)

Humanitarian aid (B7-21)

Cooperation — Asia (B7-30)

Cooperation — Latin America (B7-31)
Cooperation — southern Africa (B7-32)
Cooperation —

Mediterranean countries and the Middle East (B7-4)
Cooperation — central and eastern Europe (B7-50)
European Bank for Reconstruction and Development (B7-51)







Anat implemantatinon nf tha rantribitinn
JetiImpiementation of the contripution

pelonging to the EEA

(ECU)

1998
appropriations

60057 172.88
38302172.88

| : 49318 542,14
| Education, vocational training, youth (B3-1) 4987472.99
| Culture and audiovisual media (B3-2) 130949155
| Other social operations (B3-4) 761 707.99
| 29265481

| ) 309417.17
| Intenal market (B5-3) : 32475325

| Labour market and technological innovation (BS-5) 51407398

| Staistical information (BS-6) 204 443,00
| Trans-European networks (B3-7) 189.616.00

| Heading 5 Adninisative expenitre 1755 00000

| Support taff (A-700) 747000.00
| Administration

Carryover
from 1997

393241.98
393 241.98

3614170
000
1329428
000

000
189000
000

000

000

000

01517 144.00

60 650 414.86




TABLE VI

Commitments from differentiated appropriations outstanding at 31 December 1998
Classification by heading in financial perspective

Year in which the commitments

Fieading Before 1989 1989 1990 1991 1992
Amount % | Amount % | Amount % | Amount % | Amount

2. Structural operations
EAGGF Guidance (B2-10) 1.720 0.0 6.704 02 0.704 0.0 9.331
FIFG (B2-11) 0.082 0.0 0.361 0.1 0.202 0.0 0.408 0.1 13.099 |
Feder (B2-12) 230.549 14 50.706 03 17.285 0.1 79.245 035 162.708 |
ESF (B2-13) 22.642 03 17.026 02 4345 0.1 5316 0.1 35.491 |
Community initiatives(B2-14) 2223 0.1 0476 0.0 42474 1.0 59.482 |
Transitional measures, innovation schemes and action
against fraud (B2-15, B2-16 and B2-18) 27.538 46 2.147 04 1425 02 7.688 13 33.286
Cohesion Fund (B2-3)
EEA Financial mechanism (B2-4)

Heading 2 — Subtotal |  280.811 0.8 74.184 0.2 30437 0.1 135.836 04 313.397
3. Internal policies
Research (B6) 0.331 0.0 1214 0.0 1.809 0.0 10336 02 33.663
Other agricultural operations (B2-5) 0.146 0.1 0.462 0.2 0.683 0.3 3.366
Other regional operations (B2-6) 0.010 0.1 0.078 0.5 2171 132 2712
Transport (B2-7)
Fisheries and the sea (B2-9)
Education, vocational training, youth (B3-1) 0.068
Culture and audiovisual media (B3-2)
Information and communication (B3-3)
Other social operations (B3-4) 0.203 0.1 0.327
Energy (B4-1) 1.629 23 2104 30 0.035 0.0 0.087 0.1 0.378
Euratom nuclear safeguards (B4-2)
Environment (B4-3) 0.325 0.1 0.547 02 1.967 0.7 5407
Consumer protection (B5-1)
Aid for reconstruction (B5-2)
Internal market (B5-3) 0.536 0.3 0.629 03 3778 19 3415 1.7 4.676
Industry (B5-4) 0.722 0.5 0.072 0.0
Information market (B3-5) 0.051 0.0 0.257 0.2 0474 03 0.593 04 0.492
Statistical information (B5-6) 0.153
Trans-European networks (BS5-7) 20.950 21 20.055 20 10.030 1.0 22,600 23 22.960
Cooperation in the fields of justice and home affairs (B5-8)
Measures to combat fraud and support expenditure (B5-91 and B5-95)
4, External action Heading 3 — Subtotal 24.219 0.3 24812 0.3 17.213 0.2 42.055 0.5 74.202
EDF (B7-1)
Food aid (B7-20) 1.660 0.1 0.797 0.1 2,098 02
Humanitarian aid (B7-21) 0.006 0.0 0.349
Cooperation — Asia (B7-30) 56.380 30 40.371 21 31.825 1.7 30.896 1.6 105413
Cooperation — Latin America (B7-31) 20.404 1.9 24084 22 2.895 03 8.030 0.7 25231
Cooperation — Southern Africa (B7-32) 0.825 0.2 0.255 0.1 0237 0.1 0.231 0.1 5712
Cooperation — Mediterranean countries and Middle East (B7-4) 25.373 1.0 13.563 0.5 12.957 03 21.834 0.8 20017
Cooperation — central and eastern Europe (B7-50) 2,003 0.1 17.695 0.6 25.547
European Bank for Reconstruction and Development (B7-51)
Cooperation — new independent States and Mongolia (B7-52) 25.997 1.6 28.626
Exceptional assistance to Armenia, Georgia and Tajikistan (B7-53)
Cooperation — former Yugoslavia (B7-54)
Other cooperation measures (B7-6) 0.150 0.0 0.301 0.0 1.226 02 10.121
European initiative for democracy and the protection of human rights (B7-7)
International fisheries agreements (B7-80) 0.196
External aspects of Community policies (B7-81 to B7-87) 0.103 0.1 0.389 0.3 2570 18 0.791 0.6 1.945
Support expenditure (B7-95)
Common foreign and security policy (B8-0)

Heading 4 — Subtotal |  104.895 0.8 78.662 0.6 53.593 04 108.797 08 223.156
5. Administrative expenditure
Administration - Part A

Heading 5 — Subtotal

. Grand total | 409.926 0.7 177.657 03 101.244 02 286.688 05 610.755
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B.3. Guarantees and advances granted

This heading incorporates fixed assets not in-
cluded under tangible assets, such as deposits
and guarantees paid, permanent advances for
building charges, the operating funds advan-
ced to third parties and the Guarantee Fund.

» Guarantee Fund

This fund is designed to cover the risks asso-
ciated with loans and loan guarantees for non-
member countries or projects carried out in
those countries.

It was set up by Council Regulation (EC) No
2728/94 of 31 October 1994.

The fund is endowed by payments from the
Community budget, the proceeds from inter-
est on investments made from the fund’s as-
sets, and sums recovered from defaulting deb-
tors for whom the fund has had to activate its
guarantee. The first payments to the fund
from the Community budget were made in

Changes in volume of loans

December 1994. The fund is managed by the
European Investment Bank (EIB) under a
mandate from the Community.

The entry in the assets side of the Commis-
sion’s balance sheet represents the fund’s net
assets at 31 December 1998.

Since the fund may be called on to cover de-
faulting debtors at any time, a provision has
been created for risks and liabilities corres-
ponding to the total net assets of the fund in
line with the principle of prudence.

V. Long-term assets

This heading includes amounts owed to the
European Community by Member States and
non-member countries on loans granted to
third parties either from borrowed funds or
from budget appropriations under the
MEDIA II programme.

Balance at Changes in Balance at
Currency | 31 December 1997 New loans Repayments exchange rates 31 December 1998
(A) (B) (€) (C1 (D)=(AHBHCHC)
1. Loans granted from
the budget
Loans with special conditions ECU 425742 943.92 547 861.68 12726 692.54 413 564 113.06
Risk capital operations ECU 85 883 680.11 22 250345.26 1018 156.82 107 115 868.55
ECIP loans ECU 94103 522.34 15 575 100.50 109 678 622.84
Loans for migrant workers ECU 188 118.66 3101549 157 103.17
Building loans ECU 76311.87 15 904.35 - 808.89 6121641
Loans to Turkey ECU 175 000 000.00 175 000 000.00
MEDIA II loans ECU 27 085 863.38 30579 570.37 4642 958.42 53 022475.33
Subtotal 808 080 440.28 68 952 877.81 18434 727.62 - 808.89 858 599 399.36
2. Loans granted from

borrowed funds
Medium-term assistance ECU 1 905 000 000.00 403 000 000.00 625 000 000.00 0.00 1 683 000 000.00
Food aid ECU 0.00 0.00 0.00
Balance of payments ECU 3948 364 637.31 1486291 881.20 20 673 699.36 2482 746 455.47
NCI ECU 355 158 745.27 140 196 003.30 -5963299.15 208 999 442.82
Euratom ECU 118 406 215.58 91729 611.38 1 066 383.76 27742 987.96
Subrotal 6 326 929 598.16 403 000 000.00 | 2 343217 495.88 15776 783.97 4402 488 886.25
Total 7135 010 038.44 471952877.81 | 2361652 223,50 15775 975,08 5261 088 285.61








































Potenial assets relating o casesof
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FAGGF Guarantee
Structural operations

13,1, Potential claims on EAGGE Guarantee beneficiaries

13.2. Net potentil gain on disposal of agricultural socks
Foreseeable sales vale af 30.9.199 ECU 17178 millon
Book value ofstocks ' ECU- 1409,56 millions
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complex in Strasbourg for which the estima-
ted provisional investment cost (figure upda-
ted in June 1998) is ECU 472 million
(FRF/ECU exchange rate at 31 December
1998). No fee had been paid when the balance
sheet was drawn up.

Parliament has also concluded contracts to
hire computer equipment under which it is
committed to pay around ECU 0.9 million.

5.1.2. Court of Justice

On 15 November 1994 the Court signed a
lease-purchase contract with the Luxembourg
Government for Annexes A, B and C of the
Palais building with a total surface area of
26 635, 24 505 and 14 809 m? respectively.

The Court will rent the buildings for the
whole term of the agreement and will not be
able to exercise the purchase option until the
selling price has been paid in full (Article
8(4)); at the latest this will be on 31 Decem-
ber 2015. Under supplementary agreement No

Selling price at 31.12.1997

I to the main agreement, the annual charge
payable by the Court was reduced to LUF 405
million from 1 January 1997.

The selling price is determined by an indepen-
dent expert agreed upon by both parties (Ar-
ticle 9). The consultancy KPMG has been ap-
pointed.

The latest expert’s report in our possession
was drawn up on 20 January 1999 and the
conclusions are set out below:

If the budgetary authority had decided to pay
the balance due at 31 December 1998 instead
of the annual charge laid down in the contract,
the payment would thus have been LUF 2.89
billion (ECU 71.6 million). The main reason
why this balance has remained at a comparable
level to that of 31 December 1997 is because a
provisional amount of LUF 203 125 182 has
been entered to cover the most recent expendi-
ture not yet included with the total cost of
these buildings.

Current Discounting Present
value 1980-96 value
(LUF) (LUF) (LUF)
Costs 8 770 248 101 1 478 560 945 10 248 809 046
Payments (5 246 875 591) (1 009 548 226) (6256 423 817)
VAT (617 720 031) (454 156 239) (1071 876 270)
Selling price 2905 652 479 14 856 480 2920 508 959
Selling price at 31.12.1998 (estimate)
Current Discounting Present
value 1980-97 value
(LUF) (LUF) (LUF)
Costs 8 168 100 582 2038432210 11 206 532 792
Payments (5661 915 152) (1476 308 622) (7 138 223 774)
VAT (644 115 335) (532 693 429) (1 176 808 764)
Selling price 2 862 070 095 29 430 159 2891 500 254 (1)

(1) ECU 71 678 419 (rate: ECU 1 = 40.3399).
















the Member States to revise the list of
cases which have been pending for a num-
ber of years in order to exclude amounts
that should be written off as irrecoverable.

OA large proportion of the total for the
EAGGF Guarantee Section will probably
have to be charged to the Community bud-
get as the amounts in question are, for ob-
jective reasons, irrecoverable for no fault
of the Member State concerned.

L1 1If, for objective reasons, recovery proves
impossible in a particular case, the Com-
mission must decide whether the irrecove-
rable amount should be charged to the
Community budget or to the Member State
which failed to fulfil its obligations. This
decision may be taken after several years
have elapsed (in the case of EAGGF Gua-
rantee Section expenditure, as part of the
clearance of accounts procedure).

O Even if the Member State concerned
launches recovery proceedings in time, a
positive outcome is not guaranteed. This is
particularly true where recovery orders are
contested in the courts.

O In the field of structural operations, indivi-
dual projects are co-financed as part of
multiannual programmes. As long as a
multiannual programme has not been clo-
sed, it is impossible to put an exact figure
on the amounts to be recovered because the
sums involved in irregularities may, in cer-
tain circumstances, be reallocated to other,
legitimate projects and because payment by
instalments, in particular final payments,
can sometimes be used as a means of ad-
justing expenditure.

The figures in these tables are provisional
figures based on the reports received and
processed up to the end of March 1999. These
figures may therefore be changed in line with
further reports arriving late.

The prospects of recovery in individual cases
cannot be assessed with sufficient accuracy
from the information forwarded by the Mem-
ber States. Experience in recent years shows
that the actual rate of recovery scarcely ex-
ceeds 20 %.

On the date when the revenue and expenditure
account was drawn up, the annual report on
the fight against fraud for 1998 had not yet
been adopted.

Point 13

13.1. Amounts payable to the EAGGF Gua-
rantee Section which have been entered in the
register of debtors and declared by the Mem-
ber States at the end of the financial year.
Since the information received is incomplete
and a summary examination by the Commis-
sion departments suggests that the figures
may be unreliable, these debts must be consi-
dered as not fulfilling the three criteria of
being certain, liquid and due.

13.2. At 30 September 1998, with potential
liabilities of ECU 10.1 million and potential
gains of ECU 318 million, there was a net po-
tential gain of ECU 307.9 million for the dis-
posal of agricultural stocks — a far higher fi-
gure than in the previous year.

O Virtually all (ECU 300 million) the total
potential gain is accounted for by cereals.
At the time when the figures were adopted
for the depreciation of cereal-based pro-
ducts, the market situation for these pro-
ducts was not favourable. The amounts
were set at a relatively low level in view of
the prospects which were then expected.
However, the substantial improvement in
the market situation which followed led to
a considerable rise in the foreseeable value
of sales and, consequently, an increase in
potential gains.

[0 The other sector for which a considerable
gain 1s expected (ECU 11 million) is olive
oil. The book value of stocks is still affec-
ted by the depreciation at the end of 1993
for Italy, which turned out to be too high
and cut the book value of all the stocks to a
level far below the foreseeable sales value
at the end of 1994. This excessive depre-
ciation resulted from an over-evaluation of
the book value of the stocks declared by
Italy before the depreciation at the end of
1993. 1t is still continuing to produce a re-
latively substantial potential gain in 1998.
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EAGGF Guarantee
Total irregularities reported and recovery situation

Provisional figures at 27 April 1999 (million EUR)

1972-94 1995 1996 1997 1998 1994-98 | 1972-98
Member State b declared |recovered | declared |recovered | declared |recovered | declared recoiered| balancefo”| balanceio
be recovered (1)  [be recovered|be recovered

Belgium Al 57 35 23 24 9 21 16 54 92 149

B 13 2 1 4 0 ] | 2 0 7 20
Denmark Al A4 38 35 39 37 24 23 42 48 12

B 13 2 I | | 0 0 ] 0 2 15
Germany A | 355 347 241 479 308 601 338 511 1051 | 406

B 60 60 6 23 7 25 7 37 2 123 183
Greece Al 62 154 113 197 176 160 70 163 315 n

B 23 13 | 2 0 33 0 9 0 56 79
Spain Al 212 114 36 122 45 261 15 292 093 905

B 7 15 5 18 6 27 2 11 0 58 130
France Al 105 65 49 76 51 9] 62 141 211 316

B 38 4 2 3 ] 3 2 16 | 20 58
Ireland Al 33 20 20 30 28 79 70 80 91 124

B 5 0 0 1 7 0 0 0 0 0 5
Ttaly Al 1284 416 33 472 102 249 43 448 1407 2691

B 751 85 6 121 2 31 2 174 0 401 1152
Luxembourg Al 0 0 0

B 0 0 0
Netherlands Al 58 153 142 178 148 130 102 78 147 205

B 11 7 3 10 3 3 2 8 | 19 30
Austria A 10 8 14 14 36 16 135 157 157

B 0 0 0 0 0 0 ] 0 1 |
Portugal Al 172 132 36 53 14 81 13 55 258 430

B 11 7 2 7 0 4 0 3 0 19 30
Finland A 2 2 5 5 7 0 1 12 12

B 0 0 0 0 0 0 0 0 0 0
Sweden 48 48 58 58 66 65 88 89 89

B 0 0 0 0 0 0 0 0 0 0
United Kingdom Al 129 218 189 245 196 246 155 328 497 626

B 22 5 3 5 3 5 2 16 | 2 44
Total Al 2491 1752 | 975 1992 | 1191 |2058 (9% 2426 |0 5068 7559

ota
B 1019 200 30 201 30 132 18 278 5 728 1747

NB : A=number of cases. B = amounts in million EUR. (1) = number of cases recovered in 1998 not available.










e i

nanl R [

g, e o B o






Venta ¢ Salg ¢ Verkauf ¢ MwArjoeig » Sales * Vente

* Vendita  Verkoop ¢ Venda ¢ Myynti ¢ Férséljning

BELGIQUE/BELGIE OSTERREICH HRVATSKA ISRAEL
- De Manz’sche Verlags- und Mediatrade Ltd
ean De Lannoy Universitatsbuchhandlung GmbH Pavia Hatza 1 ROY International

Avenue du Roi 202/Koningslaan 202
B-1190 Bruxelles/Brussel

Tél. (32-2) 538 43 08

Fax (32-2) 538 08 41

E-mail: jean.de.lannoy @ infoboard.be
URL: http://www.jean-de-lannoy.be

La librairie européenne/
De Europese Boekhandel

Rue de la Loi 244/Wetstraat 244
B-1040 Bruxelles/Brussel

Tél. (32-2) 295 26 39

Fax (32-2) 735 08 60

E-mail: mail@libeurop.be

URL: http://www.libeurop.be

Moniteur belge/Belgisch Staatsblad
Rue de Louvain 40-42/Leuvenseweg 40-42
B-1000 Bruxelles/Brussel

Tél. (32-2) 552 22 11

Fax (32-2) 511 01 84

DANMARK

J. H. Schultz Information A/S

Herstedvang 10-12
DK-2620 Albertslund

TIf. (45) 43 63 23 00

Fax (45) 43 63 19 69
E-mail: schultz@schultz.dk
URL: http://iwww.schultz.dk

DEUTSCHLAND

Bundesanzeiger Verlag GmbH

Vertriebsabteilung

Amsterdamer StraBe 192

D-50735 Kéin

Tel. (49-221) 97 66 80

Fax (49-221) 97 66 82 78

E-Mail: vertrieb @ bundesanzeiger.de
URL: http://www.bundesanzeiger.de

EAMAAA/GREECE

G. C. Eleftheroudakis SA

International Bookstore
Panepistimiou 17

GR-10564 Athina

Tel. (30-1) 331 41 80/1/2/3/4/5
Fax (30-1) 323 98 21

E-mail: elebooks @netor.gr

ESPANA

Boletin Oficial del Estado

Trafalgar, 27

E-28071 Madrid

Tel. (34) 915 38 21 11 (Libros),
913 84 17 15 (Suscrip.)

Fax (34) 915 38 21 21 (Libros),
913 84 17 14 (Suscrip.)

E-mail: clientes @ com.boe.es

URL: http://www.boe.es

Mundi Prensa Libros, SA

Castelld, 37

E-28001 Madrid

Tel. (34) 914 36 37 00

Fax (34) 915 75 39 98

E-mail: libreria@mundiprensa.es
URL: http://www.mundiprensa.com

FRANCE

Journal officiel

Service des publications des CE

26, rue Desaix

F-75727 Paris Cedex 15

Tél. (33) 140 58 77 31

Fax (33) 140 58 77 00

URL: http//www.journal-officiel.gouv.fr

IRELAND

Government Supplies Agency
Publications Section

4-5 Harcourt Road

Dublin 2

Tel. (353-1) 661 31 11

Fax (353-1) 475 27 60

ITALIA

Licosa SpA

Via Duca di Calabria, 1/1
Casella postale 552

1-50125 Firenze

Tel. (39) 055 64 83 1

Fax (39? 055 64 1257
E-mail: licosa @ftbec.it

URL: http//iwww.ftbec.itlicosa

LUXEMBOURG

Kohlmarkt 16

A-1014 Wien

Tel. (43-1) 53 16 11 00

Fax (43-1) 53 16 11 67

E-Mail: bestellen@manz.co.at
URL: hitp://www.manz.atiindex.htm

PORTUGAL

Distribuidora de Livros Bertrand Ld."
Grupo Bertrand, SA

Rua das Terras dos Vales, 4-A
Apartado 60037

P-2700 Amadora

Tel. (351-1) 495 90 50

Fax (351-1) 496 02 55

Imprensa Naclonal-Casa da Moeda, EP
Rua Marqués Sa da Bandeira, 16-A
P-1050 Lisboa Codex

Tel. (351-1) 353 03 99

Fax (351-1) 353 02 94

E-mail: del.incm @mail.telepac.pt

URL: http://www.incm.pt

SUOMI/FINLAND

Al inen Kirj; pp
Akademiska Bokhandeln
Keskuskatu 1/Centralgatan 1

PL/PB 128

FIN-00101 Helsinki/Helsingfors

P/tfn (358-9) 121 44 18

F./fax (358-9) 121 44 35

Sahkoposti: akatilaus @ akateeminen.com
URL: http://www.akateeminen.com

SVERIGE

HR-10000 Zagreb
Tel. (385-1) 481 94 11
Fax (385-1) 481 94 11

MAGYARORSZAG

Euro Info Service

Eurdpa Haz

Margitsziget

PO Box 475

H-1396 Budapest 62

Tel. (36-1) 350 80 25

Fax (36-1) 350 90 32

E-mail: euroinfo @ mail. matav.hu

URL: hitp://www.eurainfo.hufindex.htm

MALTA

Miller Distributors Ltd
Malta International Airport
PO Box 25

Luga LQA 05

Tel. (356) 66 44 88

Fax (356) 67 67 99
E-mail: gwirth@usa.net

POLSKA

Ars Polona

Krakowskie Przedmiescie 7

Skr. pocztowa 1001

PL-00-950 Warszawa

Tel. (48-22) 826 12 01

Fax (48-22) 826 62 40

E-mail: ars_pol @bevy.hsn.com.pl

ROMANIA

BTJ AB

Traktorvagen 11

8§-221 82 Lund

Tfn (46-46) 18 00 00
Fax (46-46) 30 79 47
E-post: btjeu-pub@btj.se
URL: http://www.btj.se

UNITED KINGDOM

The Stationery Office Ltd

International Sales Agency

51 Nine Elms Lane

London SW8 5DR

Tel. (44-171) 873 90 90

Fax (44-171) 873 84 63

E-mail: ipa.enquiries @theso.co.uk

URL: http://www.the-stationery-office.co.uk

IsLAND

Bokabud Larusar Blondal
Skélavordustig, 2

1S-101 Reykjavik

Tel. (354) 551 56 50

Fax (354) 552 55 60

NORGE

Swets Norge AS
Ostenjoveien 18

Boks 6512 Etterstad
N-0606 Oslo

Tel. (47-22) 97 45 00
Fax (47-22) 97 45 45 -

SCHWEIZ/SUISSE/SVIZZERA

Euro Info Center Schweiz
c/o OSEC
StampfenbachstraBe 85
PF 492

CH-8035 Ziirich

Tel. (41-1) 365 53 15

Fax (41-1) 365 54 11

E-mail: eics @osec.ch

URL: http://www.osec.ch/eics

BALGARIJA

Europress Euromedia Ltd
59, blvd Vitosha

BG-1000 Sofia

Tel. (359-2) 980 37 66

Fax (359-2) 980 42 30
E-mail: Milena @ mbox.cit.bg

CESKA REPUBLIKA

usis

NIS-prodejna

Havelkova 22

CZ-130 00 Praha 3

Tel. (420-2) 24 23 14 86
Fax (420-2) 24 23 11 14
E-mail: nkposp @dec.nis.cz
URL: http://usiscr.cz

Messageries du livre SARL

5, rue Raifteisen
L-2411 Luxembourg
Tél. (352) 40 10 20
Fax (352) 49 06 61
E-mail: mail@mdl.lu
URL: http://www.mdl.lu

NEDERLAND

SDU Servicecentrum Uitgavers

Christoffel Plantijnstraat 2
Postbus 20014

2500 EA Den Haag

Tel. (31-70) 378 98 80
Fax (31-70) 378 97 83
E-mail: sdu@sdu.nl

URL: http/Awww.sdu.nl

CYPRUS

Cyprus Chamber of C and Ind

PO Box 1455

CY-1509 Nicosia

Tel. (357-2) 66 95 00

Fax (357-2) 66 10 44

E-mail: demetrap @ccci.org.cy

Str. G-ral Berthelot Nr 41
RO-70749 Bucuresti
Tel. (40-1) 315 44 03
Fax (40-1) 314 22 86

ROSSIYA

CCEC

60-letiya Oktyabrya Av. 9
117312 Moscow

Tel. (7-095) 135 52 27
Fax (7-095) 135 52 27

SLOVAKIA

Centrum VTI SR

Nam. Slobody, 19

SK-81223 Bratislava

Tel. (421-7) 54 41 83 64

Fax (421-7) 54 41 83 64

E-mail: europ @tbb1.sltk.stuba.sk
URL: http://www.sltk.stuba.sk

SLOVENIJA

Gospodarski Vestnik
Dunajska cesta 5
SLO-1000 Ljubljana

Tel. (386) 613 09 16 40
Fax (386) 613 09 16 45
E-mail: europ @ gvestnik.si
URL: http://www.gvestnik.si

TURKIYE

Diinya Infotel AS

100, Yil Mahallessi 34440

TR-80050 Bagcilar-Istanbul

Tel. (90-212) 629 46 89

Fax (90-212) 629 46 27

E-mail: infotel @ dunya-gazete.com.tr

AUSTRALIA

Hunter Publications

PO Box 404

3067 Abbotsford, Victoria

Tel. (61-3) 94 17 53 61

Fax (61-3) 94 19 71 54

E-mail: jpdavies @ ozemail.com.au

CANADA

Les éditlons La Liberté inc.
3020, chemin Sainte-Fo

G1X 3V Sainte-Foy, Québec

Tel. (1-418) 658 37 63

Fax (1-800) 567 54 49

E-mail: liberte @mediom.qc.ca
Renouf Publishing Co. Ltd

5369 Chemin Canotek Road Unit 1
K1J 943 Ottawa, Ontario

Tel. (1-613) 745 26 65

Fax (1-613) 745 76 60

E-mail: order.dept@renoufbooks.com
URL.: http://www.renoufbooks.com

EGYPT

The Middle East Observer

41 Sherif Street

Cairo

Tel. (20-2) 392 69 19

Fax (20-2) 393 97 32

E-mail: mafouda @mecbserver.com.eg
URL: http://www.meobserver.com.eg

EESTI

INDIA

Eesti Kaubandus-T66 da (E i
Chamber of C. and | Y)

Toom-Kooli 17

EE-0001 Tallinn

Tel. (372) 646 02 44

Fax (372) 646 02 45
E-mail: einfo@koda.ee
URL: hitp://www.koda.ee

EBIC India

3rd Floor, Y. B. Chavan Centre
Gen. J. Bhosale Marg.

400 021 Mumbai

Tel. (91-22) 282 60 64

Fax (91-22) 285 45 64

E-mail: ebic @giasbmO1.vsnl.net.in
URL: http//www.ebicindia.com

41, Mishmar Hayarden Street
PO Box 13056

61130 Tel Aviv

Tel. (972-3) 649 94 69

Fax (972-3) 648 60 39
E-mail: royil @ netvision.net.il
URL: http://www.royint.co.il

Sub-agent for the Palestinian Authority:

Index Information Services

PO Box 19502
Jerusalem

Tel. (972-2) 627 16 34
Fax (972-2) 627 12 19

JAPAN

PSi-Japan

Asahi Sanbancho Plaza #206
7-1 Sanbancho, Chiyoda-ku
Tokyo 102

Tel. (81-3) 32 34 69 21

Fax (81-3) 3234 69 15

E-mail: books @psi-japan.co.jp
URL: http://www.psi-japan.com

MALAYSIA

EBIC Malaysia

Level 7, Wisma Hong Leong
18 Jalan Perak

50450 Kuala Lumpur

Tel. (60-3) 262 62 98

Fax (60-3) 262 61 98
E-mail: ebic-kl@mol.net.my

MEXICO

Mundi Prensa Mexico, SA de CV

Rio Panuco No 141

Colonia Cuauhtémoc

MX-06500 Mexico, DF

Tel. (52-5) 533 56 58

Fax (52-5) 514 67 99

E-mail: 101545.2361 @ compuserve.com

PHILIPPINES

EBIC Philippines

19th Floor, PS Bank Tower

Sen. Gil J. Puyat Ave. cor. Tindalo St.
Makati City

Metro Manilla

Tel. (63-2) 759 66 80

Fax (63-2) 759 66 90

E-mail: eccpcom @globe.com.ph
URL: http://www.eccp.com

SRI LANKA

EBIC Sri Lanka

Trans Asia Hotel

115 Sir chittampalam

A. Gardiner Mawatha
Colombo 2

Tel. (94-1) 074 71 50 78
Fax (94-1) 44 87 79
E-mail: ebics|@itmin.com

THAILAND

EBIC Thailand

29 Vanissa Building, 8th Floor
Soi Chidlom

Ploenchit

10330 Bangkok

Tel. (66-2) 655 06 27

Fax (66-2) 655 06 28

E-mail: ebicbkk @ksc15.th.com
URL: hitp:/www.ebicbkk.org

UNITED STATES OF AMERICA

Bernan Associates

4611-F Assembly Drive

Lanham MD20706

Tel. (1-800) 274 44 47 (toll free telephone)
Fax (1-800) 865 34 50 (toll free fax)
E-mail: query @bsrnan.com

URL: http://www.bernan.com

ANDERE LANDER/OTHER COUNTRIES/
AUTRES PAYS

Bitte wenden Sie sich an ein Biiro lhrer
Wahl/ Please contact the sales office
of your choice/ Veuillez vous adresser
au bureau de vente de votre choix

Office for Official Publications
of the European Communities

2, rue Mercier

L-2985 Luxembourg

Tel. (352) 29 29-42455

Fax (352) 29 29-42758

E-mail: info.info @ opoce.cec.be
URL: hitp://eur-op.eu.int



*
*
*

*

*

E

<

R

*

3

* 5 Kk

OFFICE FOR OFFICIAL PUBLICATIONS
‘: OF THE EUROPEAN COMMUNITIES
* L-2985 Luxembourg

ISBN 92-628-7227-

IHHI?HHIHH!H

82 872277

J-NI-¢¥8-66-02-90



	Economic and financial framework
	Revenue
	Expenditure
	Heading 1 — Agricultural market guarantees
	Heading 2 — Structural operations
	Heading 3 — Internal policies
	Research and technological development
	Transport
	Education, vocational training and youth policy
	Culture and audiovisual media
	Information and communication
	Social dimension and employment
	Energy
	Euratom nuclear safeguards
	Environment
	Consumer protection
	Aid for reconstruction
	Internal market
	Industry, services and information market
	Labour market and technological innovation
	Labour market initiatives
	Statistical information
	Trans-European networks
	Cooperation in the fields of justice and home affairs
	Heading 4 — External action
	Community expenditure in the Baltic Sea region
	Heading 5 — Administrative expenditure
	Conclusion of the legal bases case
	Borrowing and lending operations
	Treasury report
	Annex 1 —The ECSC's financial and budgetary activities in 1998
	Annex 2 — Financial out-turn of the EDF in 1998
	Consolidated accounts of the European Union
	Accounting principles
	Accounting rules and methods
	Consolidated revenue and expenditure account for 1998
	Consolidated balance sheet at 31 December 1998
	Explanatory notes to the consolidated balance sheet
	Off-balance-sheet commitments at 31 December 1998
	Potential liabilities at 31 December 1998
	Potential assets at 31 December 1998
	Explanatory notes concerning off-balance-sheet commitments — potential liabilities and assets

