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Subject: EGR - Technical suggestions from the Presidency related to various articles of the

Directive on requirements for budgetary frameworks of the Member States

On behalf of the Presidency and in preparation for the meeting of 29 August 2023, please find enclosed
technical suggestions related to various articles from the proposal amending the directive 2011/85 on
requirements for the budgetary frameworks of the Member States.
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This document includes some technical draft suggestions to be considered by delegates
in order to steer the debate in the Financial Counsellors Working Party. Due to the multiple
cross-references in the proposal, these suggestions may imply changes in other articles or
recitals, which could be amended in due time. As a rule, deletion or addition of provisions
will not result in a change in the numeration of previous or subsequent articles in the drafts
presented to the working party.

In the interest of clarity, drafting suggestions have been made in red on the basis of the
consolidated text, in bold, that would result from the Commission Proposal.

Directive on requirements for budgetary frameworks of the
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CHAPTER I - SUBJECT MATTER AND DEFINITIONS
Article 1

This Directive lays down detailed rules concerning the characteristics of the budgetary
frameworks of the Member States. Those rules are necessary to ensure Member States’
compliance with obligations under the TFEU with regard to avoiding excessive
government deficits.

Article 2

For the purposes of this Directive, the definitions of ‘government’, ‘deficit’ and
‘investment’ set out in Article 2 of the Protocol (No 12) on the excessive deficit procedure
annexed to the TEU and to the TFEU shall apply. The definition of subsectors ot general
government set out in peint2-70-efAnnex A to Regulation (EEEU) No 549/2013 2223/96
of the European Parliament and of the Council®® shall alse apply.

In addition, the following definition shall apply:

‘budgetary framework’ means the set of arrangements, procedures, rules and institutions
that underline the conduct of budgetary policies of general government, in particular:

(a) systems of general government publie-seetor-accounting and statistical reporting

(b) rules and procedures governing the preparation of forecasts for budgetary
planning

(c) country-specific numerical fiscal rules;-whieh that contribute to the consistency
of Member States’ conduct of fiscal policy with their respective obligations under
the TFEU, expressed in terms of a summary indicator of budgetary performance,
such as net expenditure, the government budget deficit, borrowing, debt, or a
major component thereof.

(d) budgetary procedures comprising procedural rules to underpin the budget process
at all stages.

() medium-term budgetary frameworks as a specific set of national budgetary
procedures that extend the horizon for fiscal policy-making beyond the annual
budgetary calendar, including the setting of policy priorities and of national

budgetary medivm-term-budgetary objectives over the medium-term

(f) arrangements for independent monitoring and analysis, to enhance the
transparency of elements of the budget process

(g) mechanisms and rules that regulate fiscal relationships between public authorities
across subsectors of general government

(h) independent fiscal institutions as bodies structurally independent or bodies
endowed with functional autonomy as regards the budgetary authorities of
the Member States established by national legal provisions in accordance with
Article 8
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CHAPTER III - SUBJECT MATTER AND DEFINITIONS
Article 4

Member States shall ensure that annual and multiannual fiscal planning is based on
realistic macroeconomic and budgetary forecasts using the most up-to-date
information. Budgetary planning shall be based on the most likely macrofiscal
scenario or on a more prudent scenario. The macroeconomic and budgetary forecasts
shall bc either—produced—or—endorsed—bv—independe t—hocr’_—instith lons
established-in-aceordanece with—Avrtiele 8. They shall be compared with the most
updated forecasts of the Commission and, if appropriate, those of other independent
bodies- Significant differences between the ehesen-macroeconomic and budgetary
forecasts fiseal-seenario of the Member State and the Commission’s forecasts shall
be desertbed-with-reasoning explained, mpartietlar Hincluding where the level or
growth of variables in external assumptions departs significantly from the values
contained in the Commission’s forecasts.

The Commission shall make public the methodologies, assumptions and relevant
parameters that underpin its macroeconomic and budgetary forecasts.

In order to support Member States in preparing their budgetary forecasts, the
Commission shall provide forecasts for the expenditure of the Union based on the
level of expenditure programmed within the multiannual financial framework.

Member States shall specify which institution is responsible for producing
macroeconomic and budgetary forecasts and shall make public the official
macroeconomic and budgetary forecasts prepared for fiscal planning, including the
methodologies, assumptions and relevant parameters underpinning those forecasts- At
least annually, the Member States and the Commission shall engage in a technical
dialogue concerning the assumptions underpinning the preparation of macroeconomic
and budgetary forecasts.

The macroeconomic and budgetary forecasts for annual and multiannual fiscal
planning preduced by-the natienalinstitutions-shall be subject to regular, objective

unbiased and comprehensive ex post t evaluation by an independent body or other
bodies with functional autonomv vis-a-vis the fiscal authorities of the Member States

different in any case from the one producing the forecast-based-on-objeetive-eriterta,

ineluding-ex-postevaluation. The result of that evaluation shall be made public and

taken into account appropriately in future macroeconomic and budgetary forecasts. If
the evaluation detects a significant bias affecting macroeconomic forecasts over a
period of at least 4 consecutive years, the Member State concerned shall take the
necessary action and make it public.
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CHAPTER IV —- NUMERICAL FISCAL RULES
Article 5

Each Member State shall have-inplace-establish its specific numerical fiscal rules whieh

are—speeifie—to—it—and—which—to effectively promote Comphance with its obligations
deriving from the TFEU in the area of budgetary policy-fisealplanaing over a multiannual

period for the general government as a whole. Such rules shall promote in particular:

(a) compliance with the reference values and provisions on deficit and debt set in
accordance with the TFEU

(b) the adoptlon of a mu}ﬁaﬁﬁ&&l—medlum term ﬁscal planmng hG-H—ZG-H—perlO

cons1stent with the provisions of Regulatlon IXXX preventlve arm of the

SGP]3
Article 6

1. Without prejudice to the provisions of the TFEU concerning the budgetary
surveillance framework of the Union, country-specific numerical fiscal rules shall
contain specifications as to the following element

(a) The target definition and scope of the rules

b} the effective and timely monitoring of compliance with the rules, based on reliable
and independent analysis carried out by independent-bedies-er fiscal institutions
established in accordance with Article—8 2(h) or bodies with functional
autonomyv vis-a-vis the fiscal authorities of the Member States.

(c) the consequences in the event of non-compliance

2. If numerical fiscal rules contain escape clauses, such clauses shall set out a limited
number of specific circumstances, consistent with the Member States’ obligations

deriving from the TFEU in—the-area—ofbudgetarypoliey and Regulation XXX
[preventive arm of the SGP|;-and-stringentprocedures—n—which-temporarynon-
comphianee-with-the riles-ispermitted|-Eseape-elauses shall have elear time limits
1

Article 7

The annual budget legislation of the Member States shall refleet-theirbe consistent with
the country specific numerical fiscal rules in force
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CHAPTER V - MEDIUM-TERM BUDGETARY FRAMEWORKS

Article 9

Member States shall establish a credible, effective medium-term budgetary
framework providing for the adoption of a fiscal planning herizer period of-atleast
34-years; a length in line with the medium term fiscal-structural plan as defined in
Regulation [preventive arm] to ensure that national fiscal planning follows a
multiannual fiscal planning perspective.

National mMedium-term budgetary frameworks shall include procedures for
establishing the following items:

(a) comprehensive and transparent multiannual budgetary objectives as referred to
in_Article 2, point (e) in terms of the general government deficit, debt and any
other summary fiscal indicator such as expenditure, ensuring that they are
consistent with any country-specific numerical fiscal rules as provided for in
Chapter IV of this Directive inforee and the relevant provisions of Regulation
XXX [preventive arm of the SGP]

(b) projections of each major expenditure and revenue item of the general government
with more specifications on the central government and social security level, for
the budget year and beyond, based on unchanged policies

(c) a description of medium-term policies, including investment and reforms,
envisaged with an impact on general government finances and sustainable and
inclusive growth, broken down by major revenue and expenditure item, showing
how the adjustment towards the medium-term-national budgetary objectives over
the medium term as referred to in Article 2, point (e), is achieved compared
to projections under unchanged policies

) an assessment as to how in the light of their direct medium-term and long-term
impact on general government finances, the policies envisaged are likely to affect
the medium-term and long-term sustainability of the public finances and

sustalnable and inclusive growth fllhe—assesmﬂent—s-ha}l—speetﬁ_te—the—e*ten{

Article 10

Annual budget legislation shall be consistent with the national budgetary objectives

over the medium term referred to 1n Article 2, pomt ( e) theprews&eﬂsef—th%medmm—

these-previstens shall be duly explained
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Article 11

Ne—prevision—eftThis Directive shall, in no way, prevent a Member State’s new
government from updating its medium-term budgetary frameweork-plan to reflect its new

policy priorities. In suchthis case, the new government shall indicate the differences
frombetween the previous and the new medium-term budgetary framework

CHAPTER VI - TRANSPARENCY OF GENERAL GOVERNMENT FINANCES

Article 12

Member States shall ensure that any measures taken te—eemphly-in_compliance with
Chapters II, III and IV are consistent across, and-ecomprehensive—in—ecoverage—of; all

subsectors of general government and cover comprehensively those subsectors. To
that effect Members States FThis—shall, in particular, require the—eensistency—of
consistent publie seetor general government accounting rules and procedures, and the
integrity of their underlying data collection and processing systems

Article 13

1. Member States shall establish appropriate mechanisms of coordination across
subsectors of general government to provide for comprehensive and consistent coverage
of all subsectors of general government in fiscal planning, country-specific numerical
fiscal rules, and in the preparation of budgetary forecasts and setting-up of multiannual
planning as laid down, in particular, in the multiannual budgetary framework.

2. In order to promote fiscal accountability, the budgetary responsibilities of public

authorities in the various subsectors of general government shall be clearly laid down
Article 14

1. [...]

2. Member States shall publish detailed information on the impact of tax expenditures
on revenues for-the national budgetary-objeetivesasreferredto-in-Article 2. point
(e} based en-a-transparentmethedology.

3. For all subsectors of general government, Member States shall publish relevant
information on contingent liabilities with potentially large impact on public budgets,
including government guarantees, non-performing loans, ard liabilities stemming

from the operation of public corporations,—petential-expenses—and—obligations
aﬁsmg—tirem—eemtt—e&ses— 1nclud1ng the extent thereof. Member—S%&tes—sh&H—alse

=. a - ..'. elated e ,' '=.i ho 3 B D6 Re-bv ..='=
sector-and-the-instriuments-used-to-mitivate-or-cover-them: Member States shall
alse-publish information on the participation of general government in the capital of
private and public corporations in respect of economically significant amounts



23.08.23

Article 14a

CHAPTER VII - FINAL PROVISIONS

Article 15

. Member States shall bring into force the provisions necessary to comply with this
Directive by 31 December 2643202x. They shall forthwith communicate to the
Commission the text of those provisions. The Council encourages Member States to
draw up, for themselves and in the interests of the Union, their own correlation tables
which will, as far as possible, illustrate the correlation between this Directive and the
transposition measures, and to make them public.

When Member States adopt those provisions, they shall contain a reference to this
Directive or be accompanied by such a reference on the occasion of their official
publication. Member States shall determine how such reference is to be made.

The Commission shall prepare an interim progress report on the implementation of
the main provisions of this Directive on the basis of relevant information from
Member States, which shall be submitted to the European Parliament and to the
Council by +4 31 December 2042 20XX

. Member States shall communicate to the Commission the text of the main provisions
which they adopt in the field covered by this Directive.

Article 16

. By 44 31 December 248 2025, and every five years thereafter, the Commission shall
publish a review of the suitabiity effectiveness of this Directive.

By 31 December 2025, the Commission shall report on the state of play and future
direction of public sector financial accounting in the Union, taking into account the
progress made since its 2013 assessment of the suitability of the International Public
Sector Accounting Standards for the Member States.
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Article 17

This Directive shall enter into force on the twentieth day following its publication in
the Official Journal of the European Union.

Article 18

This Directive is addressed to the Member States.
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