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Principles of Formation of EU Budget

The article analyzes the acts of primary and semgnthw that regulate the budget process of
European Union (hereinafter — the EU). The prirespbf formation of EU budget are described. Itagsed
that the EU budget process includes the followages: development of project of EU budget; conaitten
of the draft budget in the Council and in the Ewap Parliament; budget approval; execution of tragbt;
control over the observance of the budget legmtatThe place and role of the institutions in theldet
process of EU is determined.
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Problem statement and the importance of the research. The budget is a key financial instrument
and the incarnation of EU policies. The EU buddayg an important role in ensuring the developnaéiie
Union, identifying its capabilities and prioritieand providing financing for the activities of tBeiropean
community. The EU budget includes revenues and redipges, including the administrative costs of
institutions, in accordance with the provisionstioé Treaty on European Union, that are relatechéo t
implementation of the common foreign and securityigy, as well as the current expenditures on the
implementation of articles included in the EU buddeée latter is financed through its own resouraed
other financial revenues.

The study of EU budget formation principles is velat for Ukraine. After signing and ratification of
the Association Agreement, Ukraine aspires to becarfull member of the EU, which requires the statly
all aspects of the functioning of the legal systefitthis association in general and its budget yo#iad
features of the budget process in particular.

Analysis of research on this problem. I. Berezovska, A.Boyar, O. Vyshniakov, T.Mazur,
M. Mykievych, V. Muravyov, A. Poruchnyk, O. Roksak, E.Horoshaev, and O. Fedoriv researched
different aspects of legislative regulation of thelget process of EU.

Formulation of the goal and objectives of theresear ch. The goal of this study is the research of the
principles of formation of the EU budget.

Presentation of the main materials and justification of the research results. The implementation
of the EU budgetary process is regulated by thatyren the Functioning of the EU (TFEU), Regulatain
European Parliament and Council (EU, Euratom) M6/2012 of the European Parliament and of the
Council of 25 October 2012 on the financial poli@pplicable to the general budget of the Union and
terminates the Council Regulation, Euratd 1605/2002 (Financial Regulation), Council Decisidn.
2007/436 (EU, Euratom) of 7 June 2007 on the systeawn resources, Council Regulation (EU, Euratom)
of 2 December 2013, No. 1311 / 2013, establishiegdU Multiannual Financial Framework for 2014-2020
inter-institutional agreement between the Eurogeariament, the Council and the European Commission
Budgetary Discipline and the proper budgetary mamamt of December 2, 2013 [1].

The basic principles of the formation of the EU petdand the mechanisms of implementation of the
EU budget and financial policy are specified in beuncil Regulation No. 966/2012 [2]. These are, in
particular, the principles of unity and budgetargcwacy, annuality, equilibrium, unit of account,
universality, detail, budgetary discipline and sparency.

The principle of unity and budget accuracy meaas tire EU and Euratom have a single budget, and
that the revenue and expenditure side of the bualgeteflected in one document. The budget incluldes
revenues and expenses of the Union, including dnarastrative costs of institutions in accordandthwhe
provisions of the TEU, related to the implementatidd the common foreign and security policy, aslasl
the running costs of implementation of the provisiepecified in the budget. The EU budget shoutlide
guarantees for loans and credit operations in wiieh Union is participating, including the European
financial stability mechanism and the balance ofnpents mechanism, in accordance with Article 49 of
Council Regulation No. 966/2012 [2].

According to the budgetary accuracy, all revenues expenditures of the single budget established
in accordance with the institutional and legal n@tbm existing in the EU must necessarily be réglédn
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this budget. The term «accuracy» refers to bothtypes (directions) of income and expenditure, tred
absolute magnitudes of these categories. Revenuespenditures exceeding officially approved levels
that are not included in the budget document atalhmwved [3, p. 200].

The principle of annuality means that the budgetdspted for one year, its implementation lasts
from January 1 to December 31 and must take intowad multiannual action plans.

The EU annual budget should be consistent witmtbiiannual financial framework. The Council
Regulation (EU, Euratom) of December 2, 2013, N21112013 establishes the EU Multiannual Financial
Framework for 2014-2020 [4]. The financial frameWwahould ensure the orderly development of EU
spending within its own resources. It is establisfur a term of at least five years. The finanéiamework
sets the annual amount for each category of expgrdiThe Commission annually recalculates the autsou
of appropriations, as well as the allowable dewraifrom them, as a result of unforeseen circurastan
After receiving the results of their implementatidhey are discussed by the European Commissien, th
European Parliament and the Council, and after tmroval they are not subject to revision undgiinyear.

The multiannual financial framework in accordanceéhwArt. 312 TFEU is adopted by a special
legislative procedure. The Council adopts the ratipihs, which approve the multiannual financial
framework. The Council acts unanimously after tperaval of the European Parliament, which makes its
decision by a majority of its deputies. The Eurap€auncil may unanimously adopt a decision, autogi
the Council to act by a qualified majority when ptiiog such a regulation.

The principle of equilibrium is about the balandébadget revenues and expenditures. The EU and
its institutions cannot use credit funds within thelget. It is unacceptable to use separate soaféesome
for the purposeful financing of predefined expemditarticles.

In the Art 310 TFEU it is noted that the expenditiof the budget are sanctioned for the whole
financial year, according to the special regulatiuat is adopted according to the Art. 322 TFEUWorder to
comply with budget discipline, the EU does not é¢nany acts that may have significant budgetary
implications, without ensuring that expenditures t& financed within the limits of its own resowa@nd
with the observance of the multiannual financiahfework.

The EU budget expenditure policy is subordinatethéofollowing ideas: budget funding should help
to balance the economic situation of member-statesovercome social disparities; to represent aglynthe
interests of the poorest states, as well as tin oigdeveloped countries to share the financisbueces of the
EU budget; budget discipline must be respectetiencburse of utilization of funds and economicoiéincy
and publicity should be ensured [5, p. 334].

The principle of settlement currency means that libdget and all accounts are given in euro.
Multiannual financial framework and budget areiseduro (Art. 320 TFEU).

However, for cash purposes specified in Articleo68e Financial Regulation, an accountant and, in
the case of a down payment account, advance accoanagers, as well as for the purposes of the
administrative management of the Commission andBhmpean External Action Service (EEAS), the
authorized official shall be authorized to carry ttansactions in other currency, established byd#iegates
legislative acts, adopted in accordance with theafeial Regulations. The European Commission has th
right to accept delegated acts in accordance witicld 210 of Council Regulation No. 966/2012 camiag
the exchange rate rules between the euro and athemcies [2].

The principle of universality means that cumulatimeome should cover all EU expenditure. It is
unacceptable to use separate sources of incoméhdopurposeful financing of predefined expenditure
articles.

Revenues and expenditures are fully paid to thgédtuoly following the budget procedure established
in the EU. Planned revenues and expenses mustsoeeenby the institution responsible for implemegti
the budget, the European Commission. The currgmdraditure adjustments due to unexpected shoitfall
budget revenues (or vice versa) are not allowed. ihadmissible to bind the specific articles méame to
specific items of expenditure, however there areageexceptions. The types of revenues that ansidered
assigned (the appropriations targeted at spedifjectives) are, for example: the financial conttibns of
Member States to certain research programs estellli;i accordance with the Council of the EU rdtes
the implementation of the Council's decision on t@mmunity's own resources system; financial
contributions from Member States and other donontries or international organizations to certaitemal
assistance projects funded by the Community andraskered by the Commission; interest on depogsits a
fines in accordance with the Regulation on excesdeficits; revenues that are assigned for sppaigloses,
such as income of foundations, grants, gifts andations, including related revenues of Community
institutions, etc. [3, p. 201].

The principle of detalization is about the factttegpenditures are for a specific purpose and danno
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be used for anything else. The financial regulati@s a procedure that allows the transfer of inldiai

allocations. Depending on the intended purposéheffinds and their size, institutions can indepetige
carry out transfers of appropriations within tregctions. Three weeks before the transfer, thagutien must
inform the European Parliament and the Council altsintentions.

The principle of budgetary discipline ensures arctiistribution of budgetary functions between EU
institutions. All EU institutions, with the excepti of the European Central Bank, make an estimatiomeir
expenditures for the following fiscal year and msgbmit it to the European Commission by July 1e Th
draft budget should include an estimation of bathenues and expenditures. According to Art. 43hef t
Financial Regulation, the EU budget should consist general statement of revenue and expendituile a
separate sections for each institution on inconteexpenditure. The European Council and the Coumeil
an exception, as they have only one section [1; 2].

The European Commission submits to the EuropediaP&nt and the Council a proposal containing
a draft budget not later than September 1 of ttex peeceding the year of implementation of the letidg
During the review procedure, the Commission mayrairibe draft budget by the time of the gatherinthef
conciliation committee.

The Council adopts its position on the draft budwed transmits it to the European Parliament not
later than October 1 of the year preceding the géanplementation of the budget. The Council imhsrthe
European Parliament of the reasons that led ititptits position.

Forty-two days after such a transfer, the Eurofeaiament may approve the Council's position or
make no decision — in this case, the budget skealldemed adopted or, on the basis of a decisien takthe
majority of its deputies, approve amendments aauksimit the draft budget, together with those amemds;
to the Council and the European Commission. A d@aticin committee may be convened from the
representatives of these institutions in order dordinate the positions of the Council and the Baeam
Parliament on the draft budget (Article 314 of Tweaty on the Functioning of the European Union).

Within twenty one days after the convocation, tlem€iliation Committee should reach agreement on
a joint project by a qualified majority of membefsthe Council or their representatives and byrttagority
of deputies representing the European Parliamelhb\fing the positions of the European Parliamert the
Council. The Commission participates in the workha# conciliation committee and acts with any neags
initiatives to facilitate convergence between thsitions of the European Parliament and the Council

Since the agreement on a joint project within tfizeniework of the conciliation committee has been
reached, the European Parliament and the Coungd foaurteen days to approve the joint projectwithin
twenty-one-day terms, the Conciliation Committedélsfao reach agreement on a joint project, the
Commission shall submit a new draft budget [1]. T®@mmission shall participate in the work of the
Conciliation Committee and shall take any necessaityatives to facilitate convergence between the
positions of the European Parliament and the Caukfter reaching the agreement on a joint projeithin
the framework of the conciliation, the EuropeaniBarent and the Council have fourteen days to appte
joint project. If, within twenty-one-day terms, ti@onciliation Committee fails to reach an agreenwmnt
joint project, the Commission shall submit a neaftlbudget [1].

According to Art. 317 TFEU, the main institutioratiis responsible for the proper implementation of
the EU budget is the European Commission. It repguiarterly to the European Parliament and the €lbun
on budget execution. Each year, the Commission gslimthe European Parliament and the Council the
reports on the implementation of the budget ofpitevious fiscal year and a report on the assetdiaitities
of the European Union. In its work, the Commissienguided by the principles of effective financial
management and the rules of financial regulati@ugpted in accordance with Art. 322 TFEU. Member
States cooperate with the European Commissionduorerthat the principles of good financial manageme
are maintained.

The EU has a three-step system for monitoring ti@e@mentation of the budget, which includes the
internal control of EU institutions and the extdroantrol, exercised by the Accounting Chambenvall as
the political control exercised by the Europeari®aent and the Council.

The principle of transparency is aimed to ensueepthblicity of information about budget processes.
The EU budget is published on the Official Jourobthe EU. The publication of the budget takes @lac
within three months from the date of its declamatiy the President of the European Parliament.Jboenal
also publishes consolidated accounting reportsr@parts on budgetary and financial managementaf e
the EU institutions.

Information on borrowing and lending operationsriear out by the EU for non-member countries is
published in the Budget Annex.

Conclusions. In these conditions, the study of the princiméthe budget formation of the European
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Union makes it possible to understand the featofebudget relations at the present stage. The legal
regulation of the EU budget process is carriedmaccordance with the Treaty on the FunctioninthefEU

and acts of secondary legislation. The principtasférming the EU budget are specified in the Faiain
Regulation, namely unity and budgetary accuracguatlity, equilibrium, unit of account, universaligetail,
budgetary discipline and transparency. The EU buigenplemented through its own resources androthe
financial revenues. Budget revenues and expendititeuld be balanced. The annual budget of EU baust
consistent with the multiannual financial framewoik should ensure the orderly development of EU
spending within its own resources. The EU budgetgss involves such steps as drafting the EU budget
reviewing the draft budget in the Council and thedpean Parliament, approving the budget, exectitiag
budget, and controlling compliance with budgetagislation.
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Kononuyk 1. Ilpunuunu ¢popmysanns 6romkery €C. Y craTTi nmpoaHanizoBaHO aKTH IEPBUHHOTO
1 BTOPWMHHOTO TIpaBa, sSKi PETYNIOIOTH OroKeTHUH mporiec €Bpomeiickkoro Corosy. OxapakTepru30BaHO
npuHiunu GopmyBanHs Oromxery €C, a came enHocTi 1 OIOKETHOI TOYHOCTI, IIOPIYHOCTI, PiBHOBAry,
PO3paxyHKOBOT OJIMHHIII, YHIBEPCATBHOCTI, IeTalli3alii, JOTpUMaHHS 0F0/PKETHOI TUCITUILTIHU Ta TPO30POCTI.
3a3HaueHo, mo OrokeTHHH Tporec €C BKIIIOYAE Taki eTramu. po3poOka MpoekTy Oromkery €C; po3risn
MPOEKTy OI0MKeTy B Pami Ta €BpoIeiCbKOMY MapilaMEHTI; CXBAJCHHs OIODKETY; BUKOHAHHS OIOIKETY,
KOHTPOJIO 32 JOTPUMAaHHIM OIOKETHOTO 3aKoHonaBcTBa. Llopiunuii Oromxer €C NMOBMHEH BiANOBiAaTH
OaratopiyHOMY (DiHAHCOBOMY pPaMKOBOMY IUIaHy, KOTpHH Mae 3a0e3ledyBaTH BIOPAJKOBAHWH PO3BHUTOK
BunatkiB €C y Mexax Horo BiIacHUX pecypciB. BuznadeHo Miciie i poiib IHCTUTYIIHN Y OF0PKETHOMY ITPOTIECi
€C.

KurouoBi cioBa: Oromxer, OIOMKETHHI Npolec, NPUHUMIMN OI0HKETHOTO Mpolecy, OlKeTHa
nporenypa, GiHaHCOBHIA PETrIIaMEHT.

Kononuyk U. Ilpuaunmner ¢popmupoBanns Owmxera EC. B cratbe mpoaHanusupoBaHbl aKThI
MIEPBUYHOTO W BTOPHYHOTO IIpaBa, pPETyIHPYIONUX OMKEeTHBINH Tmpomece Eppomneiickoro Corosa.
OxapakTepHu30BaHbl IPUHIUIEI popMmupoBanus Oromkera EC, a IMEHHO €MHCTBA M OFOJKETHONH TOUYHOCTH,
€KErOAHOCTH, paBHOBECHSI, pACUCTHON €IUHHUIIBI, YHUBEPCATILHOCTH, AETaTU3aluu, COOTI0ACHUS OI0IKETHOM
JUCLUUIUTMHBI U Tpo3payHocTu. OTMedeHo, 4Tto OrokeTHBIH mpouecc EC BKIIOUaeT cilemyromiue STarbl:
paspabotka mpoekTa Oromkera EC; paccmorpenue mpoekTa Oromkera B Page m EBpomneiickoM mapiiaMeHre;
npuHsaTHE OI0/DKETa; MCIOJIHEHUs OIO/KEeTa, KOHTPOJS 3a COOM0OJeHHEM OI0KETHOTO 3aKOHOJAaTeIbCTBA.
Exeromnpiii Gromxer EC 1momkeH COOTBETCTBOBaTh MHOTOJETHEMY (HUHAHCOBOMY PaMOYHOMY IUIaHY,
KOTOPBI JOJDKEH o0OecredynBaTh yropsagodeHHoe paszBuThe pacxomoB EC B pamkax ero coOCTBEHHBIX
pecypcoB. OnpeneneHo MECTO U pojih HHCTHTYTOB B OrokeTHOM Tiporiecce EC.

KiroueBbie ciioBa: 010pkeT, OI10)KETHBIHN IpolLiece, MPUHIMITEL OI0IKETHOTO Mpolecca, O10pKeTHas
mporeaypa, GMHAHCOBBIN perJaMeHT.
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