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- Preparation of the next Accession Conferences at Deputy level with
Cyprus, Hungary, Poland, Estonia, the Czech Republic and Slovenia
= Chapter 29: Financial and Budgetary Provisions

1. With a view to preparing the above-mentioned Accession Conferences, the Enlargement

Group has reached agreement on draft European Union common positions on Financial and

Budgetary Provisions.

2. In this light, and in line with the internal arrangements for the negotiations (doc. 5361/00), the

Permanent Representatives Committee is invited to define the common positions as set out in

the Annex.

Following agreement by the Permanent Representatives Committee, the EU common
positions will be made available respectively to Cyprus, Hungary, Poland, Estonia, the
Czech Republic and Slovenia before the next meetings of the Accession Conferences at
Deputy level.

__________________
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CONFERENCE ON ACCESSION ANNEX
  TO THE EUROPEAN UNION

- CYPRUS -

DRAFT

EUROPEAN UNION COMMON POSITION

Chapter 29: Financial and Budgetary Provisions

This position of the European Union is based on its general position for the Accession Conference
with Cyprus (CONF-CY 2/98), and is subject to the negotiating principles endorsed by the
Accession Conference (CONF-CY 6/98), in particular :

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge the
position which may be taken on other chapters;

 - agreements - even partial - reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established".

The EU recalls its statement relating specifically to the negotiations with Cyprus made at the
opening of the Conference as well as point 6 of the General Affairs Council conclusions of
5 October 1998; in this context the EU notes that the invitation of the Cyprus government to include
representatives of the Turkish Cypriot Community in the negotiations has so far not been taken up,
and that the Conference may therefore return to this chapter at an appropriate moment.

The EU underlines the importance for Cyprus of compliance with the Association Agreement as
well as with the Accession Partnership, which constitute basic elements of the specific
pre-accession strategy.

The EU notes that Cyprus, in its position paper (CONF-CY 56/99) accepts the "acquis" and declares
that it will be able to implement it by the time of accession, with the exception of a transitional
period requested concerning payments to the EU Budget.

The EU considers that it is premature to decide on any transitional arrangements that may be agreed
in relation to the EU budget because it is difficult at this stage to assess the budgetary position of
Cyprus upon accession.
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The EU also notes the benefits accruing to Cyprus from pre-accession aid. This is the first time that
candidates receive financial support from the Union towards their preparation for membership. The
EU also underlines that the correct use of pre-accession aid will constitute a key indicator of Cyprus'
ability to implement the financial and budgetary provisions "acquis".

The EU notes that Cyprus has established the necessary rules and procedures concerning Cyprus’s
Development Budget for medium term programming of expenditure as well as for evaluation and
follow-up. The EU looks forward to the strengthening of these procedures in connection with
Community Funding linked to the accession process. The EU recalls that an efficient system for the
national co-financing obligation is a pre-requisite for the use of EU funds.

The EU recalls that the framework for financing enlargement for the period 2000-2006 was set by
the Berlin European Council in March 1999 and by the Interinstitutional Agreement of 6 May 1999,
including Article 25 thereof.

The EU notes the intention of Cyprus to merge the three Government budgets into a single budget
from 2000. This should allow for greater control of total expenditure and better co-ordination
between recurrent and investment expenditure. The EU invites Cyprus to specify when this
consolidation will be finalised.

The EU notes the efforts made by Cyprus in preparing itself for application of the system of own
resources. The EU underlines the importance of an efficient handling of financial flows both to and
from the EU Budget. The EU takes note of Cyprus’ commitment, with respect to GNP, to achieve
full implementation of the ESA 95 standards by 1 January 2003. The EU also notes that in addition
to plans to harmonise VAT rules with EU legislation, Cyprus has given itself the objective of being
able to calculate its VAT contribution 6 months before accession. Concerning Cyprus’s request for a
derogation for the calculation of the VAT base the EU reserves its position until further details are
available.

*          *          *

The EU will continue monitoring progress in the alignment with and implementation of the "acquis"
throughout the negotiations. A final assessment on the conformity of Cyprus' legislation, structures
and policies with the "acquis" and its implementation can only be made at a later stage of the
negotiations. Particular consideration needs to be given to the links between the present chapter and
other negotiating chapters, notably those concerning Agriculture, Taxation, Statistics, Regional
Policy and Co-ordination of Structural Instruments, Customs Union, External Relations and
Financial Control. In addition to all the information the EU may require for the negotiations on this
chapter and which is to be provided to the Conference, the EU invites Cyprus to provide on a
regular basis detailed, written information to the Association Council on progress in its
implementation of the "acquis".

In view of these considerations, the Conference will have to return to this chapter at an appropriate
moment.

Finally, it should be stressed that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

____________________
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CONFERENCE ON ACCESSION
TO THE EUROPEAN UNION

- HUNGARY -

DRAFT

EUROPEAN UNION COMMON POSITION

Chapter 29: Financial and Budgetary Provisions

This position of the European Union is based on its general position for the Accession Conference
with Hungary (CONF-H 2/98), and is subject to the negotiating principles endorsed by the
Accession Conference (CONF-H 6/98), in particular:

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge the
position which may be taken on other chapters;

 - agreements - even partial - reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established".

The EU underlines the importance for Hungary of compliance with the Europe Agreement as well
as with the Accession Partnership, which constitute basic elements of the enhanced pre-accession
strategy.

The EU notes that Hungary, in its position paper (CONF-H 12/00), accepts the "acquis" and
declares that it will be able to implement it by the time of accession. The EU also notes that
Hungary is requesting transitional arrangements according to which its contributions to the EU
budget will either be reduced or partly refunded.

The EU considers that it is premature to decide on any transitional arrangements that may be agreed
in relation to the EU Budget because it is difficult at this stage to assess the budgetary position of
Hungary upon accession.

The EU also notes the benefits accruing to Hungary from pre-accession aid. This is the first time
that candidates receive financial support from the Union towards their preparation for membership.
The EU also underlines that the correct use of pre-accession aid will constitute a key indicator of
Hungary's ability to implement the financial and budgetary provisions "acquis".
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Concerning Hungary’s position on the issue of transitional measures, the EU notes that Hungary
makes its negotiating position contingent on the outcome of the accession negotiations in other
chapters. The EU underlines that Hungary’s contributions to EU own resources can be made neither
contingent on, nor can be affected by, the outcome of negotiations in other chapters. Rather, these
contributions will result from the application of the relevant legislation, which Hungary states it will
accept in full.

The EU invites Hungary to make the necessary amendments to the Act on the Public Finance
System (Organic Budget Law of 1992) which should allow for the establishment of rules and
procedures in line with the norms usually practised in the Union. The EU underlines in this regard
the importance of systems which facilitate the efficient handling of financial flows to and from the
EU Budget, medium-term programming of expenditure and the development of evaluation and
monitoring procedures for programmes and projects, especially those set to receive Community
funding. The EU recalls that an efficient system for the national co-financing obligation is a pre-
requisite for the use of EU funds.  The EU invites Hungary to specify the main characteristics of any
modifications envisaged and the expected timetable for their introduction.

The EU recalls that the framework for financing enlargement for the period 2000-2006 was set by
the Berlin European Council in March 1999 and by the Interinstitutional Agreement of 6 May 1999,
including Article 25 thereof.

The EU notes Hungary’s commitment to apply fully the measures linked to the own resources
decision and to create the administrative capacity required to do so. The EU underlines the
importance of having appropriate systems and staffing in place by the time of accession and in this
regard welcomes Hungary’s intention to introduce the common organisation of the market for sugar
including its duties element.

The EU points out that questions concerning the European Investment Bank and the European
Central Bank will not be dealt with under this chapter.

*     *     *

The EU will continue monitoring progress in the alignment with and implementation of the "acquis"
throughout the negotiations. A final assessment on the conformity of Hungary's legislation,
structures and policies with the "acquis" and its implementation can only be made at a later stage of
the negotiations. Particular consideration needs to be given to the links between the present chapter
and other negotiating chapters, notably those concerning Agriculture, Taxation, Statistics, Regional
Policy and Co-ordination of Structural Instruments, Customs Union, External Relations and
Financial Control. In addition to all the information the EU may require for the negotiations on this
chapter and which is to be provided to the Conference, the EU invites Hungary to provide on a
regular basis detailed, written information to the Association Council on progress in its
implementation of the "acquis".
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In view of these considerations, the Conference will have to return to this chapter at an appropriate
moment.

Finally, it should be stressed that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

__________________
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CONFERENCE ON ACCESSION
  TO THE EUROPEAN UNION

- POLAND -

DRAFT

EUROPEAN UNION COMMON POSITION

Chapter 29: Financial and Budgetary Provisions

This position of the European Union is based on its general position for the Accession Conference
with Poland (CONF-PL 2/98), and is subject to the negotiating principles endorsed by the Accession
Conference (CONF-PL 6/98), in particular:

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge the
position which may be taken on other chapters;

 - agreements - even partial - reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established".

The EU underlines the importance for Poland of compliance with the Europe Agreement as well as
with the Accession Partnership, which constitute basic elements of the enhanced pre-accession
strategy.

The EU notes that Poland, in its position (CONF-PL 59/99), accepts the "acquis" and declares that it
will be able to implement it by the time of accession. The EU also notes that Poland expects to be a
net beneficiary in the EU budget, resembling the position of the least developed EU Member States
and that Poland is therefore seeking a five-year transitional period for its contributions to the EU
budget and requests the granting of arrangements no less favourable than those granted at previous
enlargements.

The EU considers that it is premature to decide on any transitional arrangements that may be agreed
in relation to the EU budget because it is difficult at this stage to assess the budgetary position of
Poland upon accession.
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The EU also notes the benefits accruing to Poland from pre-accession aid. This is the first time that
candidates receive financial support from the Union towards their preparation for membership. The
EU also underlines that the correct use of pre-accession aid will constitute a key indicator of
Poland's ability to implement the financial and budgetary provisions "acquis".

Concerning Poland’s position on the issue of transitional measures, the EU notes that Poland makes
its negotiating position contingent on the outcome of the accession negotiations in other chapters.
The EU underlines that Poland’s contributions to EU own resources can be made neither contingent
on, nor can be affected by, the outcome of negotiations in other chapters. Rather, these contributions
will result from the application of the relevant legislation, which Poland states it will accept in full. 
The EU notes Poland’s wish to finance the UK rebate only to the extent reflecting its economic
situation. The EU points out, however, that reductions in the financing of the UK rebate decided at
the Berlin European Council of March 1999 were granted on the basis of the existence of negative
EU budgetary imbalances and were independent of relative prosperity considerations.

The EU points out that the questions concerning the European Investment Bank, the European
Development Fund and the European Central Bank will not be dealt with under this chapter.

The EU notes the adoption of budgetary legislation in Poland (Public Finances Act, adopted in
1998) which should allow for the establishment of rules and procedures in line with the norms
usually practised in the Union. The EU underlines the importance of having systems in place on
accession which facilitate the proper collection and control of own resources and the efficient
handling of financial flows to and from the EU Budget. The EU invites Poland to complete this
legislation by regulatory measures and through the application of appropriate procedures for the
development of multi-annual programming. Furthermore, the EU stresses the need to improve
financial relations between the central and local administrations and to ensure the evaluation and
follow-up of programmes of public interventions, especially those set to receive Community
funding.  The EU recalls that an efficient system for the national co-financing obligation is a
pre-requisite for the use of EU funds.

The EU recalls that the framework for financing enlargement for the period 2000-2006 was set by
the Berlin European Council in March 1999 and by the Interinstitutional Agreement of 6 May 1999,
including Article 25 thereof.

The EU notes Poland’s commitment to apply fully the measures linked to the own resources
decision and to create the administrative capacity required to do so. The EU underlines the
importance of having appropriate systems in place by the end of 2002 for sugar levies and by
June 2002 for customs duties. As regards statistics, full application of the ESA 95 norms should be
achieved by the end of 2001.
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In relation to the European Coal and Steel Community (ECSC) the EU recalls the Resolution of the
Council of 21 June 1999 in which it is stated that contributions of future member states to the
research fund will be clarified in the course of the negotiations. The EU will keep the Polish
authorities fully informed of developments relating to the expiry of the ECSC Treaty.

*     *     *

The EU will continue monitoring progress in the alignment with and implementation of the "acquis"
throughout the negotiations. A final assessment on the conformity of Poland's legislation, structures
and policies with the "acquis" and its implementation can only be made at a later stage of the
negotiations. Particular consideration needs to be given to the links between the present chapter and
other negotiating chapters, notably those concerning Agriculture, Taxation, Statistics, Regional
Policy and Co-ordination of Structural Instruments, Customs Union, External Relations and
Financial Control. In addition to all the information the EU may require for the negotiations on this
chapter and which is to be provided to the Conference, the EU invites Poland to provide on a
regular basis detailed, written information to the Association Council on progress in its
implementation of the "acquis".

In view of these considerations, the Conference will have to return to this chapter at an appropriate
moment.

Finally, it should be stressed that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

_______________________
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CONFERENCE ON ACCESSION
  TO THE EUROPEAN UNION

- ESTONIA -

DRAFT

EUROPEAN UNION COMMON POSITION

Chapter 29: Financial and Budgetary Provisions

This position of the European Union is based on its general position for the Accession Conference
with Estonia (CONF-EE 2/98), and is subject to the negotiating principles endorsed by the
Accession Conference (CONF-EE 6/98), in particular:

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge the
position which may be taken on other chapters;

 - agreements - even partial - reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established".

The EU underlines the importance for Estonia of compliance with the Europe Agreement as well as
with the Accession Partnership, which constitute basic elements of the enhanced pre-accession
strategy.

The EU notes that Estonia, in its position (CONF-EE 72/99) accepts the "acquis" and declares that it
will be able to implement it by the time of accession with the exception of a transitional period
requested concerning payments to the EU Budget.

The EU considers that it is premature to decide on any transitional arrangements that may be agreed
in relation to the EU budget because it is difficult at this stage to assess the budgetary position of
Estonia upon accession.

The EU also notes the benefits accruing to Estonia from pre-accession aid. This is the first time that
candidates receive financial support from the Union towards their preparation for membership.  The
EU also underlines that the correct use of pre-accession aid will constitute a key indicator of
Estonia's ability to implement the financial and budgetary provisions "acquis".
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The EU notes the adoption of improved budgetary legislation in Estonia (Act on State Budget,
adopted 9 June 1999) and looks forward to further legislation bringing Estonian rules in full
compliance with the "acquis" and which should thus provide for the proper collection and control of
own resources and the efficient handling of financial flows to and from the EU Budget after
accession. Effective implementation of this legislation should be assured, in particular in relation to
coordination with the Community Budget in respect of programming follow-up and evaluation of
projects subject to co-financing.  The EU recalls that an efficient system for the national
co-financing obligation is a pre-requisite for the use of EU funds.

The EU recalls that the framework for financing enlargement for the period 2000-2006 was set by
the Berlin European Council in March 1999 and by the Interinstitutional Agreement of 6 May 1999,
including Article 25 thereof.

The EU notes the Estonian aim, through the Strategic Plan of the Estonian customs offices, to
achieve the necessary administrative capacity for the collection and monitoring of the EU traditional
own resources by 2003. The EU notes that for Estonia to develop the necessary administrative
capacity, Estonia should ensure the progressive application of customs duties, prior to accession. 
The EU recalls the Estonian commitment to abolish those exceptions to the VAT system currently
incompatible with the EU system and already discussed under the Chapter Taxation.

*     *     *

The EU will continue monitoring progress in the alignment with and implementation of the "acquis"
throughout the negotiations. A final assessment on the conformity of Estonia's legislation, structures
and policies with the "acquis" and its implementation can only be made at a later stage of the
negotiations. Particular consideration needs to be given to the links between the present chapter and
other negotiating chapters, notably those concerning Agriculture, Taxation, Statistics, Regional
Policy and Co-ordination of Structural Instruments, Customs Union, External Relations and
Financial Control. In addition to all the information the EU may require for the negotiations on this
chapter and which is to be provided to the Conference, the EU invites Estonia to provide on a
regular basis detailed, written information to the Association Council on progress in its
implementation of the "acquis".

In view of these considerations, the Conference will have to return to this chapter at an appropriate
moment.

Finally, it should be stressed that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

_____________________
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CONFERENCE ON ACCESSION
  TO THE EUROPEAN UNION

       - CZECH REPUBLIC -

DRAFT

EUROPEAN UNION COMMON POSITION

Chapter 29: Financial and Budgetary Provisions

This position of the European Union is based on its general position for the Accession Conference
with the Czech Republic (CONF-CZ 2/98), and is subject to the negotiating principles endorsed by
the Accession Conference (CONF-CZ 6/98), in particular:

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge the
position which may be taken on other chapters;

 - agreements - even partial - reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established".

The EU underlines the importance for the Czech Republic of compliance with the Europe
Agreement as well as with the Accession Partnership, which constitute basic elements of the
enhanced pre-accession strategy.

The EU notes that the Czech Republic, in its position paper (CONF-CZ 48/99) accepts the "acquis"
and declares that it will be able to implement it by the time of accession, with the exception of a
transitional period requested concerning payments to the EU Budget.

The EU considers that it is premature to decide on any transitional arrangements that may be agreed
in relation to the EU budget because is difficult at this stage to assess the budgetary position of the
Czech Republic upon accession.

The EU also notes the benefits accruing to the Czech Republic from pre-accession aid. This is the
first time that candidates receive financial support from the Union towards their preparation for
membership. The EU also underlines that the correct use of pre-accession aid will constitute a key
indicator of the Czech Republic's ability to implement the financial and budgetary provisions
"acquis".
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The EU looks forward to the adoption of budgetary legislation in the Czech Republic (Budgetary
Rules Act), expected to enter into force in January 2001, and which should allow for the
establishment of rules and procedures in line with the norms usually practised in the Union. The EU
expects that it will deliver the modifications necessary for the proper collection and control of own
resources and the efficient handling of financial flows to and from the EU Budget. When applying
this act, particular attention will have to be paid to medium-term programming of expenditure and
the development of evaluation and monitoring procedures for programmes and projects, especially
those set to receive Community funding. The EU recalls that an efficient system for the national co-
financing obligation is a pre-requisite for the use of EU funds.

The EU recalls that the framework for financing enlargement for the period 2000-2006 was set by
the Berlin European Council in March 1999 and by the Interinstitutional Agreement of 6 May 1999,
including Article 25 thereof.

The EU notes the creation of a special unit (the "Own Resources Unit") in the Ministry of Finance
and its intention to simulate, on a technical basis, theoretical calculations and procedures necessary
for the proper calculation of own resources, including fine-tuning of the existing institutional
framework.

*     *     *

The EU will continue monitoring progress in the alignment with and implementation of the "acquis"
throughout the negotiations. A final assessment on the conformity of Czech legislation, structures
and policies with the "acquis" and its implementation can only be made at a later stage of the
negotiations. Particular consideration needs to be given to the links between the present chapter and
other negotiating chapters, notably those concerning Agriculture, Taxation, Statistics, Regional
Policy and Co-ordination of Structural Instruments, Customs Union, External Relations and
Financial Control. In addition to all the information the EU may require for the negotiations on this
chapter and which is to be provided to the Conference, the EU invites the Czech Republic to
provide on a regular basis detailed, written information to the Association Council on progress in its
implementation of the "acquis".

In view of these considerations, the Conference will have to return to this chapter at an appropriate
moment.

Finally, it should be stressed that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

__________________
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CONFERENCE ON ACCESSION
  TO THE EUROPEAN UNION
       - SLOVENIA -

DRAFT

EUROPEAN UNION COMMON POSITION

Chapter 29: Financial and Budgetary Provisions

This position of the European Union is based on its general position for the Accession Conference
with Slovenia (CONF-SI 2/98), and is subject to the negotiating principles endorsed by the
Accession Conference (CONF-SI 6/98), in particular:

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge the
position which may be taken on other chapters;

 - agreements - even partial - reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established".

The EU underlines the importance for Slovenia of compliance with the Europe Agreement as well
as with the Accession Partnership, which constitute basic elements of the enhanced pre-accession
strategy.

The EU notes that Slovenia, in its position (CONF-SI 72/99) accepts the "acquis" and declares that
it will be able to implement it by the time of accession, with the exception of a transitional period
requested concerning payments to the EU Budget.

The EU considers that it is premature to decide on any transitional arrangements that may be agreed
in relation to the EU budget because it is difficult at this stage to assess the budgetary position of
Slovenia upon accession.

The EU also notes the benefits accruing to Slovenia from pre-accession aid. This is the first time
that candidates receive financial support from the Union towards their preparation for membership.
The EU also underlines that the correct use of pre-accession aid will constitute a key indicator of
Slovenia's ability to implement the financial and budgetary provisions "acquis".
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The EU also notes Slovenia’s concern that the time lag between payments to and receipts from the
EU budget might eventually, hamper its ability to fulfil the Maastricht budgetary criteria. In this
regard the EU points out that fulfilling the Maastricht criteria is totally unrelated to the obligations
of adopting the "acquis" under this chapter and both issues should not therefore be linked.

The EU notes the adoption of budgetary legislation in Slovenia (Public Finance Act and Accounting
Act) which corresponds in general with the norms usually practised in the Union. The EU
underlines in this regard the importance of having systems in place which facilitate the proper
collection and control of own resources, the efficient handling of financial flows to and from the EU
Budget, medium-term programming of expenditure and the development of evaluation and
monitoring procedures for programmes and projects, especially those set to receive Community
funding. The EU recalls that an efficient system for the national co-financing obligation is a
pre-requisite for the use of EU funds.

The EU recalls that the framework for financing enlargement for the period 2000-2006 was set by
the Berlin European Council in March 1999 and by the Interinstitutional Agreement of 6 May 1999,
including Article 25 thereof.

The EU notes Slovenia’s commitment to completely apply the measures linked to the own resources
decision and to create the administrative capacity required to do so. The EU also welcomes
Slovenia’s plans to set up a coordination agency in the Ministry of Finance for reporting to the EU
and invites Slovenia to provide also for improved coordination mechanisms in the area of
calculation, collection and payments of own resources. As regards statistics, the EU welcomes
moves to fully align the estimation of GNP to the ESA 95 norms in 2000.
In relation to the European Coal and Steel Community (ECSC) the EU recalls the Resolution of the
Council of 21 June 1999 in which it is stated that contributions of future member states to the
research fund will be clarified in the course of the negotiations. The Union will keep the Slovenian
authorities fully informed of developments relating to the expiry of the ECSC Treaty.

*     *     *

The EU will continue monitoring progress in the alignment with and implementation of the "acquis"
throughout the negotiations. A final assessment on the conformity of Slovenia's legislation,
structures and policies with the "acquis" and its implementation can only be made at a later stage of
the negotiations. Particular consideration needs to be given to the links between the present chapter
and other negotiating chapters, notably those concerning Agriculture, Taxation, Statistics, Regional
Policy and Co-ordination of Structural Instruments, Customs Union, External Relations and
Financial Control. In addition to all the information the EU may require for the negotiations on this
chapter and which is to be provided to the Conference, the EU invites Slovenia to provide on a
regular basis detailed, written information to the Association Council on progress in its
implementation of the "acquis".

In view of these considerations, the Conference will have to return to this chapter at an appropriate
moment.

Finally, it should be stressed that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

___________________


