The European Council decision on EU financial perspectives in December 2005, consequences for rural development measures and negotiations between European Parliament and European Council in the coming months 
(Summary of decisions taken at the Brussels December Summit) 
Overall budget

The Financial Perspectives for the EU budget from 2007-2013 have been agreed at the European Council meeting in December with commitments averaging 1.045% of GNI over the period (relative to the 1.03% UK presidency proposal and the 1.06% compromise tabled by the Luxembourg Presidency last June). 
Rural development money

The Council compromise means €4.95bn less for RD than was on the table last June offered by the Luxembourg Presidency and some €22.4bn lower than the original Commission proposal which sought to underline the greater importance of Rural

Development as opposed to spending on the first pillar of the CAP. 
The split between the EU-15 and the New Member States underlines that EU-15 spending will finish considerably lower [minus 30%-40%] than in the current period, whereas the NMS envelope will be roughly 10-15% down on current levels. The clause on 20% voluntary modulation remains unchanged from the previous Presidency paper. 
CAP market spending is maintained at €293bn, i.e. the figures set by EU leaders in October 2002 – but with no additional allowance to cover the additional spending for Bulgaria & Romania (forecast at €8bn in total). In global terms, this final deal leaves a number of Member States (mainly NMS) worse off than under the figures discussed last June, but their political priority during negotiations has been simply to finalise a deal so that the necessary procedures can be completed in time to enable new funding actually to flow from the start of 2007.

Review of all EU budget spending from 2008

On the sensitive issue of the UK demand to review all EU revenue & spending in 2008/9, the final Council text removes the specific statement in the previous Presidency paper that policy changes could be applied before 2014, seen by France as a guarantee that there can be no changes to the CAP before then. 
Talking after the meeting French President Chirac suggested that France could have accepted the previous wording as it could still have vetoed any changes in Council. (One source suggested that a firm stipulation that the CAP could have been changed before 2013 might have been “misinterpreted” by some within the Doha Round talks as meaning additional flexibility.) 
UK rebate

As far as the UK rebate is concerned, it was agreed to adjust the method of calculation gradually to exclude all EU funding to the New Member States (NMS) from the mechanism except for CAP market spending – i.e. the UK gets no rebate on the additional costs of EU Enlargement (except on CAP market spending). N.B. The footnote defining “CAP Marketing spending” covers both the CAP Pillar 1 (direct aids & market measures), but also EAGGF-Guaranteespending on Rural Development. The concession by the UK, acknowledged by several leaders at the end as a courageous political gesture, contains the additional stipulation that the value of the rebate which Britain foregoes

may not exceed €10.5bn.

Rural Development 
In CAP terms, the most significant changes in the final text are an additional €2.5bn for

Rural Development funding in the EU-15 plus €410m for the NMS relative to the previous UK text. Much of this increase takes the form of specific amounts negotiated and reserved for certain Member States (Aus €1.35bn, Ire €0.50bn, Fin €0.46bn, Swe €0.82bn, Fr €0.1bn & Lux €20m), plus €0.32bn for Portugal (not subject to co-funding). 
These are the Member States that have lost out most from the lower available total RD relative to last June. With this extra amount, Austrian Bundeskanzler Wolfgang Schüssel claimed after the meeting that his country’s RD funding would be €3.1bn over the period (presumably including funds transferred under compulsory modulation) relative to the 3.2bn in 2000-2006. Apart from these ring-fenced amounts, the Summit did not decide anything on how this envelope will be allocated among Member States. The key for allocations will be left to the Commission, and will follow in February or March, following negotiations on an inter-institutional agreement with the European Parliament. 
The agreement also includes the Presidency concept of “voluntary modulation” according to which Member States could opt to transfer to Rural Development funding up to 20% of the amounts they receive in EU market spending, but these transfers would not be subject to co-funding rules, nor the €5 000 threshold rules of compulsory modulation, nor

the Axes restrictions under the new Rural Development regulation (1698/05).

CAP Market measures
The decision to allow no additional funding to the October 2002 budget ceiling in order to cover Bulgarian & Romanian accession will mean that CAP direct aids in the EU-15 will have to be cut by 6-7% in 2013 under the Financial Discipline mechanism, on top of which a further 5% is to be switched to Rural Development under the compulsory modulation proposal agreed in the 2003 Fischler reform.

Other budgetary aspects 
Taking the package as a whole, the Council deal sets total EU expenditure commitments

for 2007-2013 at €862.3bn. The final deal saw extra money for structural & cohesion funds, most of it targeted towards specific regions or countries with the aim of winning the support of certain Member States. Germany, for example, benefited from the changes introduced between the 2nd compromise text and the final agreement, with some €75m extra going to the region of Bavaria (!) and €225m to East Germany. Italy receives an extra €1.9bn in regional aid, with Spain receiving an additional €2bn. Other beneficiaries included Hungary which will receive another €140m and France will get €100m for Corsica and Hainaut. In addition, extra funding (€210m) is foreseen for decommissioning nuclear power plants in Bulgaria.                                                                  HL 10 Jan 06
