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The cor draft budget 2014
1. 
Executive summary: the 2014 draft budget – an austerity budget
The proposed 2014 CoR draft budget (CoR DB 2014) has been prepared following the policy guidelines received from the CoR President (letter to the CFAA President of 16 January), the CFAA (meeting of 21 January) and the Bureau (meeting of 30 January). In its meeting of 22 March, the CFAA examined the draft budget estimates in detail and decided to submit it to the Bureau, in accordance with Rule 72.1 of the Rules of Procedure. 

The CoR DB 2014 can be summarised as follows:

· Full compliance with the recommendations set out by EU Budget Commissioner Lewandowski in his letter of 7 January to all EU institutions, requesting them to split the budget into staff-salary-related items and all other items and:
· To reduce the number of staff by 1% and to take into account estimated savings deriving from the proposed changes to the Staff Regulations, whilst, at the same time allowing the increases resulting from the salary adjustments (indexations) etc. to be taken into account;

· To freeze all non-salary expenditure on 2013 level. As a consequence, cost increases due to contractual obligations such as indexation of rent and lease of buildings have to be offset by reductions in other areas.

· Maintaining the same level of political activities.

· Concentrating cuts on administrative areas, following a full screening of all budget lines, with particular focus on the budget lines for which CFAA has proposed to put certain appropriations into reserve already for the implementation of 2013 budget. 

· The Political Monitoring Group has decided that the overall Joint Services draft budget for 2014 be frozen on 2013 level. This means, among others, the need to offset unavoidable cost increases such as indexation of rent and lease of buildings by savings in other areas of the Joint services. 

The proposed 2014 draft budget fully implements these guidelines and foresees a zero-growth approach (thus a reduction in real terms) with regard to the parts of budget which the CoR has under its own control (non-salary related budget lines) and offsets the staff-related increases through staff-related cuts as far as possible.

With regard to the salary related budget lines, it is important to notice that there are certain unresolved matters of the past beyond the CoR's control which have a considerable impact on the overall draft budget. As regards the salary indexations 2011 and 2012, which were refused by the Council and for which legal cases are currently pending or imminent before the Court of Justice, the final outcome is expected in the course of 2013. Should the decision of the Court be in favour of EU staff, the Council and the EP committed themselves, during the final negotiations phase of the budget 2013, to grant the necessary budgetary means to the EU institutions through an amending budget.

For the years 2013 and 2014, it is highly probable that the related salary indexations will be frozen in line with the conclusions of the European Council of 7 and 8 February 2013. However, this compromise still needs to be transposed into a legally binding act which requires the European Parliament's consent.
With regard to the non-salary related budget lines, the increases in some areas have entirely been offset by substantial cuts in administrative areas following a full screening of all budget lines, whilst maintaining the same level of political activities and members' presence. 

Without considering the salary indexations issue which is beyond the CoR's control, the growth of its draft budget 2014 compared to 2013 would amount to 0.3 million or 0.3%. Such an evolution would constitute a reduction in real terms of the budget means of the CoR but would reflect the difficult situation of many member states.

In this hypothetical case, the CoR DB 2014 could be summarised as follows:
	Breakdown of changes between 2013 and 2014
	€

	Non-salary items:
	0

	=>Administrative expenditure savings
	-504,000

	=>Re-adjustment in expenditure for Members' activities (line 1004)
	+320,000

	=>Administrative expenditure increases (legal obligations, etc.)
	+184,000

	Salary related items:
	+ 272,000

	Total DB 2014:
	+ 272,000 +0.3%


However, the DG Budget of the European Commission has instructed all institutions to include the estimated cost of all four salary indexations (2011-2014) in the 2014 draft budget requests and indicate its precise cost per year in order to facilitate the adjustments that may take place during the external part of the budget process.
The estimated cost of the outstanding salary indexations for CoR by year (officials + contract agents):

	
	Total

	2011 pending salary indexation (1.7%)
	809,369

	2012 pending salary indexation (1.7%) 
	823,130

	2013 salary indexation (1.1%) 
	546,571

	2014 salary indexation (1.4%) 
	352,578

	Total indexation effects (2011-2014):
	2,531,648


In case the effect of all four indexations (2011-2014) is included, as requested by the DG Budget of the European Commission, the estimates for the Draft Budget 2014 show an overall increase of 3.2%, or some € 2.8 million, compared to 2013.

	Breakdown of changes between 2013 and 2014
	€

	Non-salary items:
	0

	=>Administrative expenditure savings
	-504,000

	=>Re-adjustment in expenditure for Members' activities (line 1004)
	+320,000

	=>Administrative expenditure increases (legal obligations, etc.)
	+184,000

	Salary related items (including 2011-2014 indexations):
	+ 2,800,000

	Total DB 2014:
	+ 2,800,000
+ 3.2%


In its meeting of 22 March, the CFAA decided to submit these draft estimates to the Bureau, whilst stressing that the increase without the four salary indexations which are beyond the CoR's control would only be 0.3 %, as shown above.

2. Main political objectives and overall budgetary framework
The Committee of the Regions (the CoR) is a Political Assembly composed of 353
 elected representatives of Local and Regional Authorities. The CoR's mission consists first and foremost of contributing to the EU policy shaping and decision making process from the view point of the Local and Regional Authorities (LRA). In this context, it might be useful to recall that the LRA, representing roughly 2/3 of total public investment and 1/3 of total public expenditure in the EU, hold in many Member States competencies in key areas such as education, economic development and cohesion, environment, social protection, health and services of general interest. Furthermore, the LRA are also implementing about 70% of European law. 

The cooperation between the LRA across the Member States contributes profoundly to the quality of the European law and to a better understanding of the EU among its some 500 million citizens. In that context, the Members of the CoR contribute also to the ongoing European development process and to stability in cooperation among Member States in particular in times of crisis.

Alongside its key consultative role as foreseen in the Treaties, and an improved impact assessment of legislative proposals in the framework of the cooperation agreement with the European Commission, the CoR's main political objectives for 2014 and the year thereafter are:

· Deliver on Europe 2020: The Europe 2020 strategy is the "red line" of the EU's and the CoR's activities and constitutes the tool to recover growth and employment in the EU and in the local and territorial authorities, provided that their contribution is genuinely considered in key Commission's proposals and in the national reform plans of Member States. A specific Summit is planned in 2014 in order to assess the progress towards meeting the objectives of the Europe 2020 strategy;

· Ensure the better investment role of LRA: The multiannual financial framework (MFF) will be a top priority in the CoR's political agenda, as well as the status of the regional and local public finances, confronted with austerity measures and in charge of implementing, amongst others, the cohesion policy;

· Engaging with citizens and debate Europe: The CoR intends to be an even more important actor in the restoration of trust between the EU and its citizens, by taking advantage of the 2013 European year of Citizens, ahead of the 2014 European elections;

· Developing the territorial dimension of EU external relations: The CoR wishes to anchor a territorial dimension in the EU external relations, in particular in the neighbourhood countries;

· A strong CoR in a new Europe: Finally the CoR intends, in the future EU in shaping, to further strengthen its institutional and political role as well as its legitimacy to federate regional and local authorities, by promoting the concept of Multi-level Governance.

When preparing and discussing its draft budget for 2014, the CoR is again confronted with a contradictory situation in a budget austerity environment that is made even more difficult due to considerable uncertainty regarding the MFF 2014-2020 and modalities of the new EU Staff Regulation. On the one hand, the current global economic context continues to require austerity and limitation in the public expenditure, on the other hand it is necessary to ensure the proper functioning of the Institution and the high level of CoR activity, a trend accentuated by the Committee's increasingly important political role at inter-institutional level and in relation to the LRAs.

In this context, it should be noted, that in the last two years, the cuts imposed by the Budget Authority have led to budget increases below the unavoidable cost increases due to existing legal obligations. This has led to an accumulated impoverishment of the Committee by 4% (0.7% in 2012 and some 3% in 2013).
3. The 2014 draft budget in detail
3.1 The 2013 budget
The CoR's budget for 2013 is € 87,373,636 with 537 posts in the establishment plan. The CoR's 2013 budget thus stands at + 1.0% over 2012 (Croatia enlargement costs of ~1% included), with 6 new Croatia enlargement posts (4 linguistic and 2 non-linguistic).

3.2 Unknown parameters and assumptions in the 2014 budget process
3.2.1 Unknown parameters and risks
a)
The MFF of 2014-2020

The Financial Perspectives including the Heading V "Administrative expenses" are not yet finalised. The Council has finally reached an agreement on its position during the February 2013 extraordinary summit. However, the European Parliament recently adopted a resolution in which it sets strict conditions for giving its consent, which is required under Art. 312 TFUE. 
b)
Salary related budget parameters

A large number of the more detailed salary budget parameters are still missing, some of them with the potential to have a substantial monetary impact. Namely:

· The decision of the COJ on the pending 2011 salary indexation (of 1.7%) is now expected in May/June 2013.

· The fate of salaries indexation for 2012 is not known yet. The Council has refused the Commission's proposal set to 1.7% on 12 December 2012, thus most probably triggering a new Court case and dragging this issue well into 2013.

· The risk of having no amending budget to pay indexations that have been calculated using the method included in the Staff regulations in force (indexation for 2011 and 2012) has substantially increased lately although the European Court of Justice ruling might be favourable for the European civil service including the CoR staff. It has to be recalled that during the 2013 budget process all provisions for the possible 2011 pending salary indexation effect were removed from the CoR budget by the Budget Authority during the last conciliation phase. At the same time, the Parliament managed to ensure some appropriations for its staff in its 2013 budget. Moreover, it is understood, that the Council is able to finance the possible additional cost of past unresolved salary indexations from reserves. Even more, it seems, that lately also the European Commission is intensively seeking the ways to avoid putting forward the amending budget for past unresolved salary indexation issues. This may lead to a situation, where the three biggest institutions, including both branches of the budget authority, may restrain from submitting the amending budget, thus, in turn, considerably reducing the chances of the smaller institutions to succeed in this exercise.

· The modalities of the new Staff Regulation and its financial implications are not yet known. Nevertheless, it is clear that sacrifices will be required from staff as even the starting point of the negotiations on the new Staff Regulations (i.e. the Commission proposal of 2011) foresees a set of savings and reductions in staff rights as well as increase in official working hours. Further to this, February Council decision on the MFF 2014-2020 foresees, among others, the freeze of pay for EU staff for two years (most likely 2013 and 2014).

c) Possible substantial increase in the security related costs for the CoR Plenary Sessions held in the European Parliament's premises. The possibility of the substantial increase of security costs in the EP was announced to the CoR last year. In case this risk would materialise, the estimated increase in the security cost (concerning CoR own part) would be around € 100,000 per year. Currently, the CoR DB 2014 does not provide for such an increase as the matter is not yet agreed inter-institutionally.

3.2.2 Assumptions
The following variables/assumptions affecting more than half of the CoR's draft budget have been used with regard to buildings, members and staff related appropriations:

· Inflation indexation for buildings (1.6%, Commission estimate),
· Pending salary indexation of 2011 (1.7%, case currently before the Court of Justice),

· Rejected salary indexation of 2012 (1.7%, another CoJ case likely),

· Salary indexation estimate for 2013 (1.1%, Commission estimate),

· Salary indexation estimate for 2014 (1.4%, Commission estimate).

· Standard abatement of 6%,

· Average staff vacancy rate of 3%-4% (as at the end of 2012),

· Backlog of the pending 2011 salary indexation is dealt with in 2013,
· Backlog of the pending 2012 salary indexation is dealt with in 2013.
3.3 Recommendations by EU budget Commissioner Lewandowski
As in the previous two budget cycles the EU Budget Commissioner has on 7 January 2013 circulated a letter to all Institutions setting out the main recommendations for the 2014 draft budget estimates. In essence, it stresses, once again, the need to continue with the rationalisation and savings efforts by all EU Institutions also in 2014. This approach was also formally supported by the Council in its summit in February 2013.

For the first time, it implies to split the budget into two big components:

1)
staff salary-related items (officials, temporary and contract agents);

2)
all other, non staff salary-related, items. In the CoR case the latter includes, inter alia, all political activities.

Mr. Lewandowski recommends the following approaches for these two categories.

3.3.1 The approach to the number of posts and staff salary related appropriations
· 1% reduction of human resources (establishment plans and other personnel) is recommended by the Commissioner in 2014, in line with the Commission's proposal to reduce staff by 5% until 2017, (even though at this stage of the negotiations on the new Staff Regulation the outcome of this proposal remains uncertain as for example the Commission's "one size fits all approach" until now has not been shared by the EP). 

· At the same time, the Commission allows the increases resulting from the annual salary adjustments (indexations), career progression and Croatia enlargement to be taken into account. This approach, in principle, implies, that the final staff salary related amounts are likely to be clarified during the external part of the 2014 budget process (Council, EP readings and Conciliation) depending on how all currently open issues (MFF 2014-2020, new Staff Regulation and 2 pending salary adjustment cases) are dealt with during the year. 

· Regarding the financial implications of the new Staff Regulation the decision of the legislator will determine the modalities of the new regulation and the scale of savings in staff salaries. However, the Commission has asked all institutions to calculate and indicate the estimated savings from the measures proposed by the Commission for the revision of the Staff Regulation (in 2011).

3.3.2 The approach to all other non-staff salary items
Mr Lewandoski recommends a nominal freeze at 2013 level of overall non-salary related expenditure. More specifically, cost increases due to contractual and legal obligations, such as indexation of rent and lease of buildings need to be offset by reductions in other areas in order to arrive at a nominal freeze.

4. Calculation of staff related appropriations
Budget line 1200 "Remuneration and allowances" is the single biggest expenditure position accounting for more than half of the overall CoR budget and more the biggest part of the overall increase in the current CoR DB 2014. 

As indicated above, at this point in time there is still a whole set of unknown variables that may considerably affect this budget line, including the modified Staff Regulations. 

However, DG Budget of the European Commission has recently circulated some guidelines to all institutions on how to prepare the estimates for salary related items for 2014 draft budget in the given circumstances, including on the detail of the information on different components to be disclosed. These guidelines have been applied.

4.1 Savings in salary-related appropriations
· The current Staff Regulation contains statutory requirements on salary indexations, step increases and upgradings. Only as regards this latter one it is possible to produce some savings in DB 2014 (apart of the real reduction in staff), despite the overall uncertainty, by asking for less than half of the upgradings. The calculation includes a reduction of the appropriations for staff salaries by some € 400,000 due to this approach. 
· With regard to the budgetary impact of the Commission's proposal for the reform of the Staff Regulations on the 2014 Draft budget, the changed calculation method for the reimbursement of the annual travel expenses and the introduction of the AST/SC (secretarial) staff category is estimated to produce possible savings of some € 133,794 per year. This amount is included as a reduction in calculations. 
· 1% staff reduction (1AD6, 2AD5, 1AST2 and 1AST1) with a monetary reduction of some € 300,000 per year.

· 1% reduction in the Contractual agents' budget line having a monetary effect of € 20,000 per year.

4.2 Standard abatement
The standard abatement is a reduction applied globally on the appropriations related to the salaries in order to take into account vacancies and to compensate for that posts are not always filled at the maximal available grade.
The level of standard abatement has been imposed by the Council at a very high 7% in 2013 budget process. It shall be reminded that the Council continuously increases the standard abatement in the framework of the yearly budget process. This has resulted in an increase of standard abatement for the CoR from 3% back in 2007 to 7% in 2013. This unsustainable trend has reached a critical level now and, if unresolved, will result in a need to delay recruitment for some time (to delay filling in posts that have become vacant) in order to artificially increase the vacancy rate to a level that can be financed by available appropriations. This delay in recruitment may take place in addition to the 5% staff cutting measure that needs to be implemented till 2017 (1% staff reduction in 2014). Thus, the proposed DB 2014 is prepared based on 6% standard abatement. The corresponding increase in appropriations (~500,000 €) is offset by other reductions in staff salary related items, as described in the section above.
5. Calculation of non-salary related appropriations
The administrative expenditure has been limited or cut in order to maintain at least the same level of political activity and member's presence and to offset unavoidable cost increases due to statutory and legal obligations. 

5.1 Non-salary related budget lines with the biggest increases
In the table below a more detailed explanation of budget changes is given for all budget lines, where the increase exceeds either 5% of the 2013 budget appropriations of the respective budget line, or € 25,000.

	Budgetary line
	Reason – explanation
	Amount
	Change

	1004

Members' travel and subsistence allowances 
	The appropriations on this budget line have to be increased in order to ensure that the participation of Members to CoR political activities is at least maintained on the same level as in 2013. 
	€8,313,084

(increase:

€319,734)
	+ 4.0%

	1638

Early Childhood Centre and approved day nurseries
	The appropriations on this budget line have to be increased following higher budget execution in 2013. The main reason for the increases in bills from the European Commission was the substantial increase in the unit cost, i.e. the cost per child. The administration in currently examining possibilities to keep cost increases under control for the future. 
	€450,000

(increase:

€25,000)
	+ 5.9%

	2001

Annual lease payments
	The appropriations on this budget line have to be increased in order to allow Committees to cover the inflation indexation (1.6% estimated) on remaining 4 buildings (BvS, JDE, REM and B68).

Part of the increase is offset by the fact that 2013 is the final year for specific charges for the B68 building (€ 264,782 for both Committees).
	€8,527,657

(increase: 

€105,342)
	+ 1.3%


5.2 Non-salary related budget lines with biggest decreases
In the table below a more detailed explanation of budget changes is given for all budget lines, where the decrease exceeds either 5% of the 2013 budget appropriations of the respective budget line, or € 25,000.

	Budgetary line
	Reason – explanation
	Amount
	Change

	1402

Interpreting services
	Following some improvements concerning the cancellation fees and following the previous years' budget execution results, some savings can be made on this budget line while, at the same time, ensuring that the level of the CoR political activity is maintained and the interpretation cost of Summit is covered.
	€4,566,700

(decrease:

- €47,217)
	- 1.0%

	1404

Graduate traineeships, grants and exchanges of officials
	Reduction in part of this line dealing with trainees was part of January CFAA recommendation.

In addition, the thesis competition was proposed to be suspended by managing services for 2014, thus saving further € 35,000.
	€760,460

(decrease: 

- €49,700)
	- 6.1%

	1422

Expert assistance related to consultative work
	As recommended by CFAA a 20% cut was applied to guest speakers' part of this budget line. The cut concerns the consultative works and the CoR networks. 
	€450,000

(decrease:

-€45,250)
	- 9.1%

	162

Missions
	As recommended by CFAA a 10% cut was applied to this budget line. It shall be noted, that this goes somewhat below the final budget execution of previous years for this line.
	€382,500

(decrease:

- €42,500)
	- 10.0%

	2024

Energy consumption
	Savings on this budget line are possible due to the energy savings effects of some previous investment projects despite the increasing energy prices.
	€713,022

(decrease: 

- €49,179)
	- 6.5%

	2028

Insurance
	Reduction on this budget line is applied following the execution results of the previous years.
	€77,954

(decrease: 

- €20,851)
	- 21.1%

	212

Furniture
	As recommended by CFAA a 20% cut was applied to own services part this budget line. Joint services part (joint CoR/EESC appropriations) was reduced by some 1%.
	€159,287

(decrease: 

- €9,164)
	- 5.4%

	236
Postage on correspondence and delivery charges
	Reduction in this line was part of January CFAA recommendations. As recommended a 30% cut was applied to this budget line.
	€86,800

(decrease:

- €37,200)
	- 30.0%

	2540

Internal meetings
	Reduction in this line was part of January CFAA recommendations. Substantial reduction on this budget line will imply fewer drinks (water) and less occasional snacks for meetings.
	€110,000

(decrease:

- €25,145)
	- 18.6%

	2541

Observers
	Savings in this line are possible following the Croatia's planned EU membership in 2013.
	€77,595

(decrease:

- €5,205)
	- 6.3%

	2546
Representation expenses
	Reduction in this line was part of January CFAA recommendations. As recommended € 30,000 cut was applied to this budget line.
	€150,000

(decrease:

- €30,000)
	- 16.7%

	2602

Edition and distribution of paper, audiovisual, electronic or web-based (Internet/Intranet) information supports
	As recommended by CFAA and after detailed discussions with managing services it was decided to somewhat reduce the requested appropriations for publications and printing materials, support and decoration materials of events, promotion materials and protocol gifts and external editing services, leading to a cut of € 140.000.

However, an additional € 113,000 have been added to this budget line for CoR Summit of Athens in 2014, namely for fitting out and exhibition, info material and moderator.
	€808,305

(decrease:

- €27,000)
	- 3.2%

	2620

External expertise and studies
	Reduction in this line was part of January CFAA recommendations. The 10% cut is possible by inter alia re-assessing the thesis competition which is proposed to take place every other year. 
	€449,409

(decrease:

- €49,944)
	- 10.0%

	2622

Documentation and library expenditure
	Reduction in this line was part of January CFAA recommendations. The reduction was applied to library expenditure (less periodicals and books in 2014) and translation dictionaries. The expenditure on Press & Communication Directorate was frozen on 2013 level, as this sub line contains mainly contractual obligations that have to be respected.
	€128,292

(decrease:

- €22,642)
	- 15.0%

	2624

Expenditure on archive resources
	In 2013 budget appropriations for replacement of CLARA system were requested and obtained. As this was one-off expenditure, it does not reappear in 2014 budget request. Hence the appropriations on this budget line are reduced. 
	€126,560

(decrease:

- €15,540)
	- 10.9%


PROPOSAL

In accordance with Rule 72.1 of the Rules of Procedure, Bureau members are invited to submit the CoR DB 2014, as outlined in this document, to the CoR Plenary assembly for adoption. 
Enclosure: CoR DB 2014 table by budget line that includes all 4 indexations in question (2011-2014) for salary related lines.
_____________
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� 	Following the expected entry of Croatia in the EU on 1 July 2013.
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