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1. INTRODUCTION

The strategic directions of the Walloon Governnaamd the Federation Wallonia-Brussels for
2014-2019 are respectively detailed in the RegidPalicy Declaration (RPD) and the
Declaration of Community policy (DPC).

TheWalloon Governmentprogramme focuses on three key points:

- Innovation is an essential vehicle for enhancing productjatyd will be at the heart of
the regional redeployment strategy. The innovasioategy pursued by the Government
will consolidate and amplify the competitivenessstérs policy, with cross-cutting
policies for developing circular economy, ICT andavation in the broad sense, to
benefit all sectors. A more intensive collaboratidgth the Federation Wallonia-Brussels
is hence planned.

- Simplification: to streamline processes and support system®twatuc activity and
employment, and to simplify SME's requirements tigiothe Walloon Small Business
Act (SBA). The simplification of structures and ggpt mechanisms will also be pursued
in other areas (public housing, energy and housing,

- A common project, through a renewed economic and social developpestit This is to
ensure the involvement of the economic and soe@dhprs in the implementation of the
regional strategy, to conclude a pact for employina@d training in close synergy with
the initiatives taken by the Federation Wallonia#&rels and to enhance dynamics and
territorial intelligence.

Furthermore, the Government announced the adogtorspring 2015, of Marshall Plan

4.0; consultation with the social partners on this ésstas initiated in December 2014. The
results and evaluations of the Marshall Plan 2mgredll also feed reflections. This plan
globally achieved ist objectives and was implemgénturing the period 2009-2014.
Significant results were obtained in different ardaompetitiveness clusters, research and
innovation, training, entrepreneurship and emplayml@nguages, export, renovation ...).

The Marshall Plan 4.0 will refocus on those key petitive factors likely to structure a
genuine industrial policy based on innovation andigpporting employment creation such
as innovation, including digital innovation, traigi (in synergy with the community
responsabilities), the energy and raw materialstscasmd the development of circular
economy, and the attractiveness of the territanyill specifically focus on:

- Supporting a training and guidance policy to enkaemployment opportunities, in
synergy with the responsibilities of the Federatidallonia-Brussels;

- Reinforcing the logic of innovation, including neiing the competitiveness clusters
strategy (smart specialization), support for indaktdevelopment and business growth
with key stages of development (creation, inteoralization, transmission, innovation ,
o)

- Supporting efficiency and energy transition (fodividuals and businesses in particular)
and developing the circular economy;
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- Implementing an infrastructure policy for econondievelopment, taking into account
technological, social and economic innovation;

- Supporting digital innovation and the integratidri@T.

The priorities of th&sovernment of the Federation Wallonia-Brussel$or 2014-2019 are:
- Adopt a teaching excellence pact;
- Revaluate vocational education;

- Strengthen the guidance and assessment tools ucerddilure in higher education and
increase the number of graduates;

- Invest in basic research;
- Invest in school buildings and increase the nunobéree places;
- Develop cultural and artistic education.

These priorities will be further supported througk 2014-2020 Structural and Investment
Funds programmes,which the Commission approved in December 2014 F&bruary 10
2015 the Walloon Government and the Federation &eiBrussels approved the ESF
projects selected in the first call for proposalsluding the actions supported by the
Initiative for youth employment for a total budget of € 800 million (50% from th&IB).
The ERDF projects are being analyzed and will hg@aped in May 2015.

Important parts of these reform programmes aregoeanried out, as detailed in the following
chapters, which give an overview of the main messadopted or being developed following
the Council recommendations and the objectiveh@Burope 2020 Strategy.

2. RESPONSE TO THE SPECIFIC RECOMMANDATIONS BY COUNTRY

2.1, Recommendation 1: Clean up public finances

The Walloon Government and the Federation Wall@rizssels adopted sustainable plan
for restoring a balance from 2015 to 2018.

In Wallonia, the deficit is limited to € 450 milino(0.1% of GDP) in 2015. The Government
has adopted progressive investments, expensegimtum public administration and public
authorities, and the reduction/rationalization ofumber of grants.

Regarding he Federation Wallonia-Brussels, thecttral deficit reduction measures that
have been taken should reduce the deficit to €difibn in 2015 and ensure a gradual return
to a balanced budget by 2018.

The two entities have each established a monitogogimittee. Their tasks include
monitoring of budget execution and evaluating coamale with budget targets.

2.2. Recommendation 2: Tax reform

Wallonia has planned or made several tax changes.
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First, akilometer charge for lorries over 3.5 T,that will come into force in early 2016. The
three regions implement the European Directive alls with the truck odometer. In July
2014, the interregional entity Viapass awarded ¢betract for the mileage collection of
trucks to the sattelic consortium (T-Systems Irdd@omal/Strabag AG), which will be
responsible for collecting the charge. In Februzdg5, the Walloon Government adopted a
draft decree establishing the fee. Its pricing Wwél determined on the basis of three distinct
elements: the number of kilometers traveled, theghteof the truck (3 categories: 3.5 to 12
tonnes, 12 tonnes to 32 tonnes and over 32 tommeis)he environmental performance of the
vehicle. The three criteria above, the fee schedntethe affected road network are yet to be
coordinated with the Government, as with the o#tifacted sectors and the other two regions.
In addition, a socio-economic study is underwaynalyze the impact of this charge on the
Walloon economy and employment.

The "Water protection” programme of thd=und for the Protection of the Environment
has been refinanced since 2015. A decree-prograamopted on December, 12 2014 aims to
optimize existing mechanisms for cost recovery teelaservices for the use of water,
including the costs to the environment and watepueces, in accordance with Directive
2000/60/EC, known as the “Water framework Directive

Finally, wishing to remove subsidies being harnituthe environment, it was decided not to
renew the financial compensation reducing eieise duties on energy productas part of
the second generation sectoral agreements (2029).20

2.3. Recommendation 3: Sustainability of public finances

The new regional responsabilities in preventiogaaizing the first line of care, chronic care
(long term care) and elderly care represent an rppity to improve complementarity

between different policies and to increase the isterscy, continuity and efficiency of the

care-dependent patients and the chronically ill.

Regardingprevention, in addition to supporting already active promotaperators, a “health
nutrition” plan will be proposed to promote largeake and long-course healthy eating habits
for the general population. It will involve healimd food chain stakeholders. The ultimate
goal is to improve overall health and reduce chrodiseases (diabetes, cardiovascular
diseases, ...), and related societal burdens.

The improvement and reorganizationpsfmary care is also a Government objective. The
possibilities to reorganize the coordination medsras of primary care (multidisciplinary
local networks, integrated home care services, GBnisations ...) will be examined in order
to improve continuity of care. The Government wido promote thelectronic exchange of
health datathrough the recognition of a Walloon "hub" (excgametwork of health data), in
coordination with the federal e-health project. Bgabling providers to access patient
aggregated health data, this hub is expected taceeddministrative costs, and improve the
efficiency and effectiveness of the health system.

To ensure thdinancial sustainability of elderly housing the Government will propose
improvements on the accreditation standards ofimgiisomes/nursing and care homes and
care. Meanwhile, the Government wishes to reseneeify to those nursing homes and care
homes and with a certain level of dependency amd¢eardrate on improving home care and
alternative forms of care (such as short-stay centlay care centers, service residences). The
Government will examine which is the best way tdaob new institution places for the
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elderly. Onaid to the elderly (APA), the rights of current beneficiaries willtlee changed,
but the Government wishes to switch to interversitbased on the needs and benefits to
respond to situations of dependency rather thaitiadal revenues; an autonomy coverage
will be phased in.

Concerning care fodisabled people places in residential homes will be reservedtfe
most dependent and alternatives for more autonorily be& encouraged. The “heavy
dependence” plan will be pursued and evaluatedawtism plan should also be put in place.

Finally, with regard to hospitals, the Governmeirit propose to reformhospital financing,
making better use of resources and the continuedetdration of the number of hospital sites
on the regional territory.

In terms ofactive aging the Government of the Federation Wallonia-Brusadopted a draft
decree authorizing any retired person up to 70syeét (retired teaching staff and certain
qualified individuals) who wishes to do so, to &haheir expertise and professional
experience in social education. The objective th bo respond to teacher shortages in certain
specialties and to enhance learning trades for lwhishortage exists and promote active

aging.

2.4. Recommendation 4: Labour market, education and training

As planned by the new regulatory framework for Gaotwe Policy, the Structural and
Investment Funds for the period 2014-2020 will @ity support the policies developed in
response to country-specific recommendations, grncontribute to the objectives of the
Europe 2020 Strategy.

The priorities developed in the ESF framework inlMfaa and in the Federation Wallonia-
Brussels relate to lifelong training and integratio the labour market, especially aimed at
the young and vulnerable, entrepreneurship, sogialusion and the fight against
discrimination, the fight against dropout.

As part of the2014-2020 ESF programmethe Walloon Government and the Government of
the Federation Wallonia-Brussels have selectedyné@0 projects for a total budget of € 800
million in February 2015. These are as follows:

1. Businesses and creativitg 84 million will be spent on training and suppdo the
Walloon job seekers but also to self-creation ofplxyyment and business creation,
supporting innovation and creativity.

2. Knowledge and skiligraining-related projects will be supported for @anount of € 316
million. This will aim at improving higher educaticystems, strengthening links between
education, business and research, and develo@mgnyy tailored to the socio-economic
needs, development of lifelong training.

A project that will fund teacher training @mpanies, but also training in the Advanced
Technology Centers will be particularly supporté&tis line of financing will also, via the
teaching-learning partnership, support the devetypnof Francophone Service for Trades
and Skills (Service Francophone des Meétiers et iuations) and the Francophone
Qualifications Framework (Cadre Francophone dedifadions).
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Part of the funding will also be devotedhe tehabilitation of non-school-age youth who
possess valuable skills (skills development), adng training and supporting young people
from special education during their transitionte professional world.

3. Include and employ€ 250 million will be spent on improving accessrisertion devices,
support for job seekers in their job search orh® fight against discrimination in the
professional world.

4. Objective “youth”: € 126 million will be reserved in the next 5 yetrdielp young people
under 25 to enter the labour market, including NEEThis axis also covers the Initiative
for Youth Employment, which has a total budget rafuad € 80 million.

Enhance the effectiveness of employment policies

The Walloon Government has decidedstmplify and streamline employment aidon a
limited number of targeted and effective tools,ingkinto account other types of regional
(economic) and federal aid interventions. Someviddial aid devices (subsidies or premium
reductions) to finance other structural featuresalfective scope (including training) will
also be examined. The Government will continue tmior the evolution of legislation in the
other regions in order to avoid competition riskee terms for reducing labour costs will be
identified in collaboration with economic and sdc#étors and in consultation with the
Federal and Regional Governments. After an analyphase ensuring the continuity of
devices, proposals will be put on the table in 2016

Regarding the question of tieéfectiveness of the public employmengervice, the Walloon
Government has set a priority to allow FOREM tomda new challenges, including the
transfer of new responsabilities to the Region® Walloon public employment will have to
further diversify itself offering more services ttizens and provide a reference lever for
Walloon socio-economic recovery.

As part of the individualized support system fobo geekers, adining for counselors and
supervisors of FOREM was set up in late 2014 to strengthen their usdoofs and
techniques available in terms of orientation ardl gearch, according to real market needs.
The objective is to increase the quality of seryioevided to job seekers and employers.

The reception of employment skills is scheduled Todanuary 2016 (paid education, the
Professional Experience Fund and the Fund for ir@iNouchers will be transferred on 1st
of April 2015).

Controlling job seekers’ availability will be organized in a separate FOREM management
service, on terms to be defined. The organic dearekthe FOREM management contract
will be reviewed. As the regulation remains fededidcussions are underway to determine a
normative framework common to all entities to whitle Regions will have access for the
implementation of this device. Wallonia wants to @ a more focused and better articulated
control matching its accompanying policy, to makese two measures real instruments of
socio-professional integration.

Inclusion of persons of immigrant background
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To promote the integration gleople of foreign origin active policies will be improved and
support on the labour market strengthened. Indalidprojects are implemented for
newcomers and people of foreign origin. More brgadfforts are made in Wallonia and the
Federation Wallonia-Brussels to fight discriminatet various levels.

A course for newcomerswill be set up, in addition to the other elemeotghe Walloon
political integration of people of foreign natioitgland origin in training, coaching and
citizen participation. Learning French will gradiyadbe made mandatory. An action plan for
literacy and learning French will be adopted widltrious Francophone entities and involving
all stakeholders.

Following the regionalization of employment andrkvoesidence (migants) responsibilities,
the Government plans to adapt the conditions fantyng and extending/ork permit B in
the event of a professional switch to a new englo§lear criteria for issuing work permits
will be defined.

Various projects were retained after the first dall proposals for theeSF 2014-2020
programme. These were launched by the regional centers Her gocio-professional
integration of foreigners or persons of foreigrgori

Furthermore, as part of an individualized suppgsteam for job seekers,teaining in equal
opportunities and diversity was launched in September 2014 for the referent DR
advisors.

Finally, the Government of the Federation WalloBrassels in December 2014 adopted an
anti-discrimination plan 2014-2019, including 53 measures in its various jurisdictions
including education, public service, youth and spor

Youth

Regarding thantegration of young people into the labour market the RDP 2014-2020
aims to define a path to employment for every young person out of his studies, by
amplifying and sustaining the “Youth Guarantee'veleping an appropriate accompaniment
when leaving school, facilitating quick accessnieinships, during the insertion training, and
through the development of targeted aid for yoattruitment. More specifically, under the
current term (in 2017) the Government foresees to:

- strengthen the target group measures for young pedgstarting their first job. A
private employer hiring a young person that dodshawe a higher education degree
would then benefit from a 0% social security cdnitions rate for a given period,
degressive and being longer when the young pessonskilled;

- propose after consulting the social partners, to offerfirst real professional
experience ("integration contract”) to each young person who, 18 months after
leaving school and despite his efforts, has trotokend a job on the labour market.

The BelgianYouth Guarantee Plan has been sent to the Commission in April 20hé¢ ESF

programme, including the Youth Employment Initigtiwvill amplify and perpetuate the
device in Wallonia. Axis 4 of the ESF program, watbbudget of € 126 million, is dedicated to
young people under 25 and their socio-professioragration. This will support projects on
alternating transition between special educatiod #re professional world, promotion of
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technical and technological professions and thatfagainst school dropout. It is in this
context that the Initiative for Youth Employment Iwsupport actions implemented by
operators in Wallonia (Liege and Hainaut) and Belsss

Various actions are underway or have been initiweidhplement the Youth Guarantee. The
individual support is in place and the recruitmeftan expert approach to adapting and
improving the management of young people aged 18-2% progress, pilot experiments for
alternating training for job seekers were launchadd the transitional internship is
operational since September 2014. A "Youth Guagdnpeoject manager was appointed in
November to FOREM, ensuring the follow-up and a thignmonitoring has been instored
for each job seeker.

A study on NEETswas also launched mid-2014 by FOREM (ending inr&aty 2015) to
improve the knowledge of the target audience armghaexisting services and/or develop new
approaches to the public. A national seminar os tihpic will be held in April 2015. It will
bring together professionals from Wallonia, Flasgd@&russels and the German speaking East
Cantons from public employment services and trginumo are in charge of the management
and integration of the target audience on the labuoarket. Finally, FOREM launched
communication campaigns targeted on youth in tcersghalf of 2014.

Professional mobility, skill matching, coherent edltional, training and employment
policies, and the fight against school dropout

The Walloon Government has begun work for the agich with the social partners of an
Empoyment and Training Pact consultation with the social partners was ingthtn early
2015. The objectives are to support the hiring atdntion in sustainable and quality jobs,
enhance skills matching the needs, develop cowsdslifelong education. Training and
guidance policies will be strengthened, particyl@riomising trades and trades in demand, to
increase access to higher education and lifeloagihg, alternating pathways, develop
certification for vocational training and the readgn and validation of skills.

On professional mobility, particular attention wik given to industrial restructuring and the
creation of new industrial jobs, particularly thgbureconversion cells and employers group
experiences.

In this regard, several interventions of theropean Globalisation Adjustment Fundwere
decided in 2014 and 2015 (total budget of arour@l réillion) to support the retraining of
workers after restructuring occurred in the Wallsteel, glass and machinery sectors.

As part of the 6th State reform, the Paid Educatioa Professional Experience Fund and the
Training Fund for Service Vouchers will be incorgi@d into the FOREM department that
handles financial incentives for workers’ trainioig April 1, 2015.

Being a priority area of the Government, includingproving the adequacy of skills, the
alternance training reform should be operational in September 2015. The catipa
agreement between Wallonia, the Federation WalBnissels and COCOF (the French
Community Commission) has been approved by allestaklers and an agreement about the
next steps was reached end of February 2015. Aesountract for young people attending
alternance training organizations in Wallonia andif8els (CEFA, IFAPME and SFPME
centers) will be set up. It will harmonize paymegrtanted to apprentices during their training
in business, as well as the business approval.afidephone Office of Alternance Training
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(OFFA) will also be implemented in the beginning26f15 to support the harmonization of
practices, statutes and contracts. The Cooperafigreement for the creation and
management of a Francophone Qualifications Frame¥aoreducation and lifelong training

was also adopted. The framework should allow ttalheore fluid educational and training

courses at the service of citizens and employmfenpart of the transfer of responsabilities,
the incentives for work and training will also eEonfigured.

Recommendations have also been adopted for thedphone Service for Trades and Skills
(SFMQ), responsible for developing the businesdilpsoand training profiles used by all

education and training providers. The productiomhef number of training profiles by SFMQ
will thus be accelerated, leading to nearly 15(il@®finalized in 2017 (gradually increasing
from 15 to 40 profiles per year in 2017). Prioriyill be placed professions bringing

employment, emerging professions and shortage atiomg. Finally, each teaching and
training operator will implement the units of lesag outcomes (UAA) enrolled in the SFMQ

training profiles, allowing mutual recognition odhdated UAA, and facilitating the training

courses.

At the center of policies to strengthen the tragniaducation and employment synergies, the
"Qualifying education — Training - Employment" fisl were officially launched in late
February 2015, resulting from the Decree adopted\pnil 2014. These will enable the
development of joint projects and the search fdmogd consistency between supply and the
identified socio-economic needs. The additionaleisffof internships in companies and
business investments in schools and with trainirgyigers will be discussed and planned.
The Walloon and Brussels territory has been dividéal 10 fields. Each of these will be lead
by a balanced team composed of representatives fduoctation, vocational training,
employment, social and professional integration sowal partners.

To support the institution’s work by drawing up ttiegnosis of training opportunities and
needs, a technical working group led by the Walland Brussels regional statistics
institutions was set up in June 2014; it uniteseedgpand technicians from the concerned
administrations, economic and social councils, mambof the *“fields” and cabinet
representatives.

Moreover, newframework sectoral agreementsare being developed. These allow specific
agreements between the training and employmenbrseahd operators to be established on
the one hand, and education on the other, resultingoncrete projects involving the
companies and providers of training, integrationd aeducation focused on courses,
immersion, alternance training, teacher trainingbirsinesses, training of workers in the
competence centers.... Since late 2014, meetirgsedal between each Minister of Education,
Training and Employment of Wallonia and the Federa¥allonia-Brussels and the sectoral
federations. Negotiations began to develop the gewjasynergies, especially with the
IFAPME, FOREM and Walloon skills centers and, fatueation, to develop specific
educational policies. In February 2015, an agre¢éméh the hairdressing sector was signed
and others will soon follow with the food, wood ethical, pharma and aesthetics sectors. The
next areas that will be contacted are the greaimiseébe stone and retail sectors.

As part ofrefounding qualifying education, additional measures amounting to € 5 million
were awarded in December 2014 to modernize thehitegoequipment of facilities and
complete the equipment of the 30 Advanced Technologntres (CTA) of the Brussels-
Capital and Wallonia Region. These resources vdllcomplemented by support from the
European Regional Development Fund (ERDF). In &mditthe cooperation agreement
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between the Brussels-Capital Region, COCOF and-#ueration Wallonia-Brussels on the
equipment provided and the collaboration betweemiacked technology centers and reference
centers was approved in a second reading.

The Government of the Federation Wallonia-Brussalsptedits guidance for further
education and distance learningn January 2015. The aim is to promote lifeloragrting for
all, improve training ranges and support innovatwel promising sectors for employment.
Three priority areas have been identified:

1. Ensure accessibility of every citizém this teaching, with particular attention to thos
furthest from the labour market. A "tailored" pragr will be developed and social and
educational support will be set up for better améion, the drop-out detection and
individual support. The organization of teaching dules will also be redesigned,
including via e-learning and distance learning.

2. Develop a diversified educational offer adaptedtorent issuesand as part of a strong
local programme, developed in partnership with sdaoy (fields) and higher (cluster)
education but also with regional employment sesziéetrue reflection will be conducted
with secondary education for remedial actions adiss resumption in the event of
dropping out, after the common part and in the ednof the fight against early leaving.

Agreements will be developed with different traipiactors concerning skills shortages,
promoting training for obtaining the higher secanydaducation degree (CESS), the
distance language learning certification (Wallargjuéhe development of the alternance
in higher social promotion education.

3. Control and visibility creating tools for piloting, indicators, multitgria and performance
analyses, creating an educational resource cemtan-service training of teachers,
optimization of staff framing and launching an imf@ation campaign ... These measures
will participate in the modernization process.

To fight early school dropout and to achieve thgeclives set at the European level, the
Federation Wallonia-Brussels has a substantial bafdiegislation at all levels, and has

foreseen a specific index to better assess thetgftd these policies. This index indicates a
decline in the dropout rate from 7% in 2006 to 5.ir2012. The sectoral and intersectoral
decrees of 21 November 2013, which coordinateaitrol services against school dropout,
came into force on September 1, 2014. They mustassmessed in order to feed an
Intersectoral plan against dropout under the Youth Guarantee. This will be coordidate

between regional and community stakeholders. It aiih at the preventive, curative and

alternative aspects. Particular attention will lz@dpto absenteeism and ways to treat this,
school exclusion, support for pupils with specieéds and statistical control.

Several of the projects described above will besped and implemented with the support of
the Structural and Investment Funds during 2014-2020. The ESF program will devote
large budgets (€ 316 million) to skills developmemtd to improving the training and
education systems, in line with socio-economic seédaddition to the actions developed by
the ESF in training, the ERDF programme providg®€nillion to equip competence centers.
As mentioned in the previous Section, axis 4 ofEls# programme will focus on the socio-
professional integration of young people and thhtfagainst school dropout.
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2.5. Recommendation 5: Competitiveness

On issues related to the coordination of educadiwh training policies, inadequate skills and
school dropout covered by this recommendation, eferrto the previous Section that
addresses these issues in detail.

Retail trade

Following the regionalization of this responsaljlithe Walloon Parliament adopted the
decree establishing the provisions on commercialtegsin January 2015. This sets out three
categories of licenses:

- The implantations of less than 400 m2 should oelybtified at the municipal authorities;

- The implantations with a surface between 400 arti) 262 are subject to a permit granted
by the local authority;

- The implantations of over 2500 m2, extensions ofertban 2500 m? or the locations in
several municipalities are subject to a regionakess to the associate civil servant and
therefore require a regional license.

These new provisions will improve the organizatioihcommencial sites throughout the
regional territory. Each permit application will bgaluated based on four criteria: consumer
protection, protection of the urban environment, pryment policy, contribution to
sustainable mobility. These are established in raecee with the Services Directive.
Furthermore, the reform will allow significant admstrative simplification through the
issuance of an integrated permit (in coordinatiath venvironmental and planning permits)
through a single office and paperless permits fmm@ercial Implantation.

The Government also adopted a decree which airdstermine the approval procedure and
the procedure for filing permits for commerciaksitand integrated permits. This text finalises
all the necessary devices for the implementaticih@finaterial on the regional territory.

Finally, the Walloon Government approved the esthbient of the transitional appeal
committee. It will take note of possible appealaiagt decisions taken on the basis of federal
law. The region is already autonomous for appeatseerning commercial implementation.

Energy distribution costs

The control of energy costs for individuals, busses and non-profits will be a priority of the
Marshall Plan 4.0. For businesses, the measurésmailide support for self-production of

energy, development of sectoral agreements, tie figainst "carbon leakage" .... The RDP
plans to clearly identify the components of theoiee and to control the regional price
components for gas and electricity, while respecthre powers of the Walloon Commission
for Energy (CWaPE) and in collaboration with federetors.

In addition, the decisions taken in 2014 to revibessystem of green certificates (setting up a
booking system based on annual green certificatesdsfdefined by field per year for a better
control of the supply of green certificates and ification of the grant formula for
calculating correct level of support)dacree on the period for granting green certificate

for photovoltaic installations installed between 2008 and 1 December 2011 wasshat in
late December 2014. This reduces the issuanceftingreen certificates from 15 to 10 years
for these installations (79,000 installations aoacerned). This will reduce the number of
green certificates on the market from 12 to 13iamlfor 2018-2027, a savings of over € 780
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million for all Walloon consumers, while maintaigina return rate of 7%. The few
installations that could see their profitabilitypacted below this threshold will benefit from
special provisions.

The Government plans to thoroughly assess all @&chanisms for renewable energy as well
as all costs and, on this basis, to reform supmpeechanisms, in consultation with
stakeholders. The Walloon legislation on the proomotof electricity produced from
renewable energy sources will be reviewed in tmangpf 2015.

Regarding the price of electricity for businessé® Government plans to introduce a
compensation for the indirect costs of the Europmsachanism for C@allowances for the
benefit of industrial consumers (carbon leakage).

Following the transfer of responsabilities, CWaRiB@ed the tariff method, applicable for
the period 2015-2016, in August 2014. On this hatsie electricity and gas distribution
operators and gas have established their tarifpgsals 2015-2016, adopted by CWaPE. In
order to not hinder the adoption of the 2015 ratas to methodological difficulties of
implementing the progressive and equitable pricingally scheduled for 1 January 2015, it
was decided in October 2014 to postpone its entoyforce till 2017.

Finally, late December 2014 the Government adoptezl Decree on the gas market
organization in second reading. The main changgdyirthe improvement of end user

protection and social protection measures. The dé2eatso provides adjustments aimed at
improving the functioning of the liberalized marketd at increasing the regulator’s skills and
independence.

Innovation

In December 2014, the Walloon Government drew filst lines of its research and
innovation policy reform. The multi-year strategy will be easier to read #&wilt around
integrating structural axes including a smart sglexation strategy in the Region (see Section
3.2), the European priorities and the other Belgitities. The system of aid for research will
be reconfigured to reduce the number of calls, erage collaboration and structuring
projects. Particular attention will be paid to sapgmg technological innovation platforms and
industrial research development. The differentgaties of players will also be encouraged to
refocus their activites on their first missions,ihsupporting dialogue between basic and
applied research.

This new multi-year strategy for research and imtiown, and thenew draft Research
Decreewill be approved by the Government in April 2015.addition to compliance with
EU rules on state aid for RDI, the draft Decreevfates provisions enabling the funding of
infrasctructures related to research projects hed/ovluntarily regrouping of research centers.

The newAgency for Enterprise and Innovation (AEI) and its subsidiary, the Walloon
Digital Agency (AdN) have been operational sincelye@015. This single reference for
companies and the self-employed aims to guarariteeconsistency and efficiency, and
simplify the economic and technological animatiow aligital policy in Wallonia. The AEI
will structure, pilot and evaluate an integratedjilble and visible operators network. Together
with its subsidiary, they centralize their respeetplatforms within a business and digital
information portal as a true single point of erfsiybusiness.

The AEI management contract and that of its suasydhat will be adopted by June 2015. It
will set the priorities, being the implementatidnaadigital plan, the reform and simplification
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of aid to businesses, creating a unique office Haosinesses, repositioning operators of
economic leadership and innovation and networkrognimplementing the priorities of the
next Marshall Plan 4.0., the implementation of @meall Business Act, ...

2.6. Recommendation 6: Reduce greenhouse gas emissions

The Walloon Government prioritarily wishes to filzal theallocation between entities of
the Belgian objectives of the European 2020 climatand energy package and ETS
revenues (for Belgium these account to approxima&e207 million at end-2014, blocked on
an account). In December 2014 the Government aésudeld to seize the consultation
committee on this subject, after which the NaticdDinate Commission resumed work on 30
January 2015. The revenues from theco, allowance auctions will be dedicated to
strengthening third-investment systems and enezgyces to finance energy-saving works in
the buildings, SMB, public sector and non-profittse.

In accordance with the Climate Decree adopted bridagy 2014, these objectives will be
pursued through th&ir-Climate-Energy" Plan being developed, with guidelines fixed by
the RDP; it will focus on the most effective mea&suand ensure consistency between
policies.

The Marshall Plan 4.0 will focus on thenergy efficiency of buildings based on the
experience of the first Employment-Environment &tice for sustainable construction, which
will be refocused and strengthened. The long-teenovation strategy of Walloon buildings
(2030-2050) will particularly be refined. For newlilblings and major renovations, the
standards will be implemented with the aim of acimg the Nearly Zero Energy Building
(NZEB) target at optimal costs in 2020.

The interim evaluations of the first Employment-Environment Alliance (AEE) lead to a
first estimate of the economic, social and envirental impact of the first AEE measures.
Economically, the AEE has led to a significant @ase in private and public demand for
sustainable renovation, and helped to create/maintds in the construction sector. The
Ecopack measure (zero interest loan for renovatiassociated with bonuses) benefitted
households with low and modest incomes at 40%.H@rehvironmental level, the AEE has
reduced energy consumption (2 million MWh in 20441.6% of total final consumption and
4.6% in the domestic sector - 5,5 million MWH in220 representing 4.3% of total final
consumption and 12.1% of the consumption of theektim sector) and G@missions (from
500 000 T in 2014 and 1.3 million T in 2020). Theleation of the first AEE Government
mode also enabled identifying areas of improven@amthe current AEE and for a new AEE.

The Walloon Government has also approvedaeition Plan on Energy Efficiency (PAEE)

in March 2014, a Walloon contribution to the natibplan. It aims to promote a rational and
efficient final energy consumption, but also ina@gdhe track record of energy, from
production to distribution through the transpantthe field of Energy Performance of
Buildings (PEB), more oriented to new constructimmmportant renovations, the PAEE also
includes all the renovation components of the exgdbuilding stock through the aid and
subsidies mechanisms such as the UREBA subsidiesPRAEE makes use of the first
version of a long-term strategy for mobilizing ist@ent for the renovation of residential and
non-residential (commercial, industrial) buildingsth public and private. The PAEE is also
a valuable tool for assessing the impact of exgstireasures that are mostly encrypted. It is
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also a trajectory verification tool to compare withropean targets and new energy saving
requirements by 2020.

Regarding new constructions, the gradual strengtbeaf the requirements for achieving
future near-zero energy buildings (reducing condionpand use of renewable energy) is
underway through thBEB regulation, with the adoption of the Nearly Zero Energy Binigl
plan (NZEB), the PEB decree of 28 November 2013tardWValloon Government decree of
15 May 2014. The main changes relate to the rdalizaf a feasibility study on energy
sources and the use of the PEB certificate aseacsdbase argument. Since 1 January 2015,
the energy performance indicators should indeecshdationed in all advertisements made for
the sale or lease of a building or a PEB unit, vailhg its effective integration into the
selection criteria (thus the price) of the buyers.

Furthermore, the Walloon Government in February52@pproved the drafteform of
Housing - Energybonusesfor individuals, subject to a moratorium sinceahuary 2015, for

a period of 3 months. The objective is to simpafyd harmonize systems and strengthen the
incentive effect (limiting the deadweight effed®remiums will be more focused on the most
effective work for energy savings, being esseritialsafety/renovation. The new method for
calculating the intervention will apply from 1 Ap#015 and will be modulated according to
the beneficiary's income level, with a maximum imeolevel; an increase per dependent child
is also planned. Finally, the procedures will beified. The overall budget dedicated to
these bonuses will be reduced to € 40 million @#Bion), but the zero or reduced loan rate
is strenghtened (Ecopack, Rénopack, Accéspack)dhiee is increased from 75 million to
85 million in 2015 and aims at € 100 million in Z20I'he Fund for the reduction of the global
regionalized energy cost will be merged with Ecdpac

The DPR also strengthens the awareness and informfat consumers about their energy
consumption and provides a single point of confiaclocal access to the various support
tools available.

In transport, the RDP 2014-2019 provides for the implementatéra "Transport and
Logistics" strategy, aims at boosting the Walloon ports and enhane& toordination,
enhance multimodal platforms and ensure their nédwg. In road matters, priority will be
given to investments in economic development, as gfamultiannual programs. The draft
Air-Climate-Energy plan, currently in preparatiomill set targets for reducing greenhouse
gas emissions in the transport sector.

To implement these guidelines, the Walloon Govemtme December 2014 adoptede
management contracts of 4 autonomous Walloon portsThe adoption of management
contracts will allow each port to receive a budge€ 5 million for 5 years, not taking into
account specific plans that the Government maydaum the context of certain projects. The
granting of this budget is subject to a number bfigations by the port (a five-year
investment plan, a business plan and scorecarctatuis). In addition, a coordination
platform for ports will be set up.

In February 2015, the Walloon Government decideidttoduce two funding demands under
the TEN-T 2014 — 2020 programme
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1. The Seine-Scheldt project : update class Vb forliye and the Upper Scheldt and
class Va for the Walloon dorsal (Nimy-Blaton Can@lentral Canal, Charleroi-
Brussels Canal Sambre side) ;

2. The Meuse Basin project below Namur: update Viter Ampsin-Neuville lock, and
other works.

The 2014-2020 subsidies plan faternatives to road transport was also adopted in May
2014. Its main objective is to develop river tram$dor goods in Wallonia and sustain a
successful inland fleet.

In terms ofmobility, a comprehensive approach reconciling accesgibditvironmental and
economic efficiency is foreseen, integrating theows players and connecting neighbouring
countries and regions, taking into account linkagels other policies (planning, organization
of working time, telecommuting, carpooling, devetmmt of soft transport modes, ...). As for
public transportation, consultation between opesatwill be strengthened to improve
complementarity offers. Structuring public tranggwojects will be continued.

Let us also note that, in ti2014-2020 ERDFprogramme, a budget of around € 274 million is
dedicated to axis 4 "Shift towards to a low carlesonomy in 2020", which covers support
measures to renewable energy, cogeneration, eredfigiency of buildings, multi-modal
mobility, energy efficiency and renewable energyg imsbusinesses.

Finally, a participatory exercise on thiest Walloon Sustainable Development Strategy
was completed in 2014, to assess the issues asiblgogpproaches of the strategy. A second
Walloon Sustainable Development Strategy shoulddbeeloped and adopted in 2015,
focusing on a few specific areas.

3.1. Employment

In addition to the policies developed in respomsthé country-specific recommendations
described in chapter 2, several other measuresitwatet to improving the employment rate in
Wallonia, either via job seekers’ mobility, suppogt proximity services and developing
solutions to reconcile private and professional. lif

Through the reform ocdmployment aid the Government will pursue the following
objectives: youth employment, support to the mosbysing sectors, SME'’s,
entrepreneurship, inclusion of the most vulnergpteips in the labour market (low-skilled,
discriminated and disabled persons). These obgstivll be pursued through the
implementation of the014-2020 ESF programme

As part of encouragingnter-regional mobility of job seekers collaboration between public
employment services continues, including the autmnexchange of vacancies. A common
goal for FOREM and VDAB has been set for the ineertof job seekers in Flemish
companies. In terms of preparing candidates forleynpent in Flanders, the actions taken are
regularly adapted, expanded and improved. In 26DREM has received 86,176 vacancies
in other public employment services and redirectei476 in the latter; 13,500 Walloon
jobseekers have found employment in Flanders imt28&tcording to regional perspectives
(established by the Federal Planning Bureau in e@tjon with regional institutes), inter-
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regional mobility will increase in the medium termparticularly in Wallonia where the
positive balance of Walloon commuters should grev018% per year over 2013-2019.

Beyond mobility between Belgian regions, Walloroaudses on the — especially cross-border-
international mobility of Walloond-oreign languages teachinglevices will be reinforced in
this perspective, as part of the Marshall Plan 4.0.

Beginning of November 2015, Wallonia has also sigaéramework agreement on cross-
border vocational training between Rhineland-Palathate, Saarland, Lorraine,
Luxembourg, Wallonia and the German-speaking Commuity of Belgium. The aim is to
promote mobility amongst young people, to validatd recognize the qualifications of young
people on both sides of the border and thus irfietrsiining and qualification exchanges. The
latest Inami figures already show that more tha/®@® Walloon workers cross the border
every morning to work either in Luxembourg, Germamy France. This represents an
evolution of more than 10% over the last 5 years.

In terms ofsupport for local services regionalizing certain devices will be an oppoityito
strengthen the coordination between actions armifyclaeir objectives and respective target
audiences. The devices and structures for traimimng employment will be reformed to
enhance readability and efficiency.

As part of the regionalization odervice vouchersfrom 1 January 2015, the Walloon
Government has decided to review this mechanisomRhe tax year 2016 on (that is to say,
income of the year 2015), the tax reductions farefiies paid with service vouchers will be
revised downwards. Compared to the current planathount considered for the tax cut will
be reduced by 2/3. The regions have agreed to fiekaser home the basis to finance the
system.

To facilitate the reconciliation of private/professal life, the Walloon Government and
Government of the Federation Wallonia-Brussels hs@e ambitious targets for creating
nursery places. As part of thielan Cigogne 1lI” , following the second part of the project
call of the plan launched in May 2014, 5,400 newacgs will be created between 2015 and
2018 (200 more than originally planned), includ®@86 in Wallonia. Part 3 of this plan aims
to create 5,200 more places between 2019 and 2@B2aegcording to the RPD, 1,900 places
before the end of the term. In addition to the apeg subsidies granted by the ONE for these
new places, the Walloon Government also decidddten February to grant € 60 million to
infrastructure, which will benefit nearly 3,000 ofeated spaces. Furthermore, additional
regional resources are allocated as employmentlade allow the creation of 650 new jobs
by the end of the term.

Furthermore, as part of the 6th State ReformFtned for Collective Facilities and Services
(FESC) has been suppressed as of December 31, 2014tsaméans integrated in the ONE
(Office of Birth and Childhood). The Governmenttbe Federation Wallonia-Brussels has
adopted various decrees to transfer the last quaitet; it is operational on 1 January 2015.
This transfer will enhance coherence in the sesvioHered to families. This applies to
hospitality services for sick children at home &adne activities for children during their free
time outside of school. The ONE funds will be irased by € 34.8 million to help ensure the
continuity of monitoring operators, to ensure thpmort and administrative and financial
monitoring of these projects.
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3.2. Research, Development and I nnovation

In December 2014, the Walloon Government drew tin&t fines of itsresearch and
innovation policy reform. It is based on three pillars: the reform of tres&rch Decree, the
development of a Research and multi-year innovasimategy and the reform of financial
incentives (see also Section 2.5).

The new multi-year strategy for research and intiomawhich will be adopted in April 2015,
together with the Research Decree, will be at #wrthof the Marshall Plan 4.0. This will in
particular aim at the consolidation ofegional policy for sustainable industrial innovaton
and the extension of the regional smart specializain strategy, at different levels:

= Stimulation ofR&D and innovation dynamics, taking into account the innovation and
creativity cycle, innovation at large and potent@alremove cross-fertilization between
sectors (and centres/clusters). To enhance thectnopgolicies on the regional economy,
a stronger emphasis will also be placed on indalstalue of research, the deployment of
key enabling technologies (KETs), marketing andlitiieto markets;

= Involvement of SMEs in innovation dynamic and stimulating innovative
entrepreneurship;

= Internationalization of industrial and innovation players through erdehcoordination
with the European programmes, greater involvemeruropean networks and targeting
of bilateral and interregional cooperation;

= Strengtheningsustainable development and stimulate efficient usef resourcesas a
transverse axis to industrial and innovation policy

In terms of budget Government budget for R&D remain on the rise, aitibe completed

in 2015 by means from the Structural Funds. Forpiiéod 2014-2020, a total budget of €
440 million is dedicated to the Innovation axistbé ERDF programme, which will fund
different types of interventions: advanced equiptrianresearch organizations, support for
research projects and the use of results for SM&ans to innovative companies,
demonstrators and pilot units. This is complemenbsd actions promoting research,
innovation and creativity financed by the ESF. Tit purpose, the Government selected
several projects in February 2015.

As part of theCompetitivity Clusters policy, a budget of € 47 million was granted after the
11th call for projects. € 41 million will be budget annually as part of the Marshall Plan 4.0
to support the clusters’ research projects, pldb4€nillion in 2017 and 2018. In addition,
significant budgets have been dedicated in spribt 2o support two clustennovation
platforms. First, € 47 million was allocated to a projectteate a center dedicated to cancer
research and treatment (proton therapy). In addtbaunique therapeutic applications, it aims
at expanding the scope of applications in protarapy; it will be operational in 2017. In
addition, a budget of € 41.5 million was allocatedhe project "Reverse metallurgy"”, which
brings together research centers and companiesarie theme of metal recycling, in a
logic of circular economy and sustainable develapmi& connection to this project, several
Walloon stakeholders are involved in the new KIGMRaaterials approved by the EIT in
December 2014.

Various projects have also been launchedrftarregional or international cooperation in
RDI. A call with Brussels dedicated to transportl anobility was launched in April 2014 (€
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10 million), and a joint appeal for collaborativéMB projects was launched to the three
regions early 2015.

On the international level, new calls (companied aniversities) for researchers’ mobility
have been launched in June 2014 and February 281&ell as several ERA-Nets calls on the
themes of smart cities, nanotechnology, new maserand production technologies,
manufacture, solar energy, smart grids, ... Thelirement of Wallonia in the "Vanguard
Initiative" also aims to strengthen the internadlbdimension of the smart specialization
strategy. A reflection was finally initiated withll astakeholders in Wallonia and the
Federation Wallonia-Brussels, including the contpety clusters, to strengthen participation
in European programmes (Horizon 2020), in connection with the Region's asm
specialization strategy.

At the innovation and creativity level, the implemetion of the Creative Wallonia
programme and of actions in the Wallonia Europeggati/e District continued.

A pilot action for creativity vouchers was launched in June 2014. These vouchers are
intended to support duos formed by a company lapkar more creativity and a creative
professional (external to the company). Togethey thffer a project where creativity brings
real added value to promoting an existing produ@yeloping a prototype or process
optimization (whether organizational, productiorotmer).

Two Living Labs pilot projects, covering growth themes for Walln{e-health and
gastronomy) were selected in 2014 following a fa@llprojects: they were officially launched
in January/February 2015, for a period of 2 ye#&wsthe spirit of open innovation, they
include different types of public and private ast¢companies, research laboratories, local
authorities, potential users, ...) and aim at gdurther in the creation of innovative products
and services testing them "live" and developingraegic vision of their potential usage. This
should eventually lead to an innovative, effecwel efficient model for the Walloon Living
Lab and hence the selection of other key issuaghoch Wallonia can capitalize.

Moreover, following the Creative Hubs' project call launched in January 2014, 7 creative
hubs projects were selected in major cities in @radl (Namur, Liege, Louvain-la-Neuve,
Mons, Charleroi, Tournai and Arlon), allowing theéagtation of actions to the regional and
local economic realities. According to the calleyhhave a period of one year to test and
implement their creative hub model whose objecisrghe transforming the "traditional”
economy into a “creative"” economy by enabling tlctors to promote open innovation,
hybridization and transdisciplinary collaborativeelligence. After this period, the refined
and validated Walloon creative hubs will be susdithrough the European Structural Funds.

Given their success, it has been decided to puBsost-Up actions/ Creative industriesand
Nest-up. Since its launch, Boost-Up/Creative industries dehieved 6 calls for projects and
received more than 500 applications and the grgrdiraid funding for 36 selected winners.
The Nest-Up action has enabled 4 start-up accelaraessions since the fall of 2012. This
allowed helping creating 19 start-ups in two years.

As part of WECD, anassessment of Creative Walloniawas completed in 2014. It
highlighted the novelty and relevance of the progree, which has helped strengthen
collaborative dynamics and cross-cooperation. # ¢r@ated a more favourable environment
for the development of innovative and creative getg in Wallonia. Among the various
recommendations for improving its implementationhas been proposed to involve the
competitiveness clusters in the process. It ha® &sen recommended to continue
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international efforts. Astudy on the link between ICC and knowledge-intense services
with industry has also been finalized.

As part of the Marshall Plan 4.0, the Governmetdnds to focus on supporting tbeeation
and development of innovative businessgsncluding by diversifying their funding. The
RPD foresees a detection device for companies avitiigh growth potential, and improve
specific accompaniments to innovative companiese Rgency for Enterprise and
Innovation (AEI) (in coordination with its subsidiary, the Wallo@igital Agency), a new
one-stop office for businesses, operational siremeudry 2015, will be at the heart of the
system (cf. Section 2.5.).

Finally, concerning the preparation of tBégital plan, which will be part of the Marshall

Plan 4.0, a "Digital Council" was launched late fegoy 2015, and a digital forum will be
held in spring. A budget of around € 200 millionlviie made available for this plan over 4
years. It will be aimed at developing the digitabeomy in all sectors, particularly in the
areas of health, smart cities and mobility.

3.3. Education

Higher education

The Government of the Federation Wallonia-Brussgeigritises the implementation of the
higher education “ landscape” reform which will also be evaluated. In October 2014¢ t
Government adopted a draft decree approving thetetaof 5 academic clusters. These new
structures have a central role in the new highercatibn landscape, particularly in terms of
collaborations and synergies between all typesgsfdr education institutions.

Late February 2015, the Government also approwirdfadecree on various developments in
the "Landscape” decree, at the sector’s requestselimclude simplifying and harmonizing
complaint procedures and develop academic camremtgtes. Students who have acquired 30
credits of their course program can now complegdr teducation without having to double
their year, and reorientation mechanisms are pexp@s from the January session. The
framework of the Agency for the Assessment and iQuaf Higher Education has also been
adapted in order to comply with European standards.

Moreover, the role of higher education in lifelamgining will be strengthened with the ESF’s
support, in particular through valuating acquiredperience, extending pilot alternance
experiments, strengthening the connections withleynpent and training operators.

Improving access to higher education will be pudsuespecially regarding the cost of
education, social support for students, and guielanc

Finally, the Government plans to refinance andrrefthe higher educatidiinding system
School dropout

In addition to the existing (sectoral and intereeat decrees) and developing (cross-sectoral
fight against dropout plan, as part of the Youthafantee) mechanisms detailed in Section
2.4., the Government of the Federation WalloniasBels in January 2015 presentedmsct

for Excellence in Education”. Based on wide consultation, it aims to defineacpriorities

at a 10-year horizon to strengthen the qualitydncation, at different levels:
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- quality of guidance, consistency of students' cesirs

- quality of training, support and guiding of the edtion actors;
quality of the offer, skills and knowledge;

- quality and efficiency of education governance.

The Pact will enable a better allocation of resesaror the fight against failure and improve
education. It should be adopted in 2016.

The reforms presented in chapter 2 regarding atem® training, strengthened partnership
links between education and business, especiatiyugin qualifying education, will also
contribute to fighting school dropout.

On reforming theeducation system the RPD 2014-2020 plans to focus on basic skills
(reading, speaking and writing, mathematics, sa@eaad technological approach, languages
and ICT skills). The Government intends to geneeah summative external examination at
the end of high school, and extend the core ottapleast until the third year.

Regardingscientific and technical studiesthe focus will be laid on students aged 10 to 15.
Partnerships will be developed between primary sewbndary schools to explore scientific
experiments for elementary school students, sgeairfiimation modules will be developed,
educational materials will be available and theesific skills of new teachers will be
strengthened as part of their initial training.idt also expected to give a "polytechnic”
dimension to the general core of topic in secondadycation, and to organize technical
discovery activities for all students. The Governimevill consider the creation of a
technological pathway leading to higher qualifioag8 in qualifying education. Outreach
initiatives of the results of research and scientaichievements will be promoted. Scientific
studies and careers will be promoted among younglpe

3.4. Social Cohesion and Social Action

The Walloon Government plans to conductiategrated preventive social action policy
contributing to the empowerment, autonomy and Wweillg of everyone, with special
attention to the fight against child poverty andgxty among the elderly.

Actions will be pursued to reduce the energy corgion of low-income households, to
support socio-professional integration, the figlgaiast illiteracy and indebtedness, and
facilitate access to housing.

Fight against poverty and over-indebtedness

The guidelines for the development ofegional plan to fight poverty were decreed by the
Government early 2015. This plan will complemermt é&xisting policies and provide effective
and coordinated response to the needs of peop&Fierping poverty or insecurity.

In July 2014 the Walloon Government appointed tloe mrofit organizationWalloon
Network for the Fight against Poverty (RWLP) as a privileged expertise interlocutor. The
aim is to improve the effectiveness of the impletadnmeasures, and strengthen dialogue
with the poorest. The RWLP will be asked to setakwplan for the most disadvantaged, to
be evaluated annually.

The Social Cohesion Plans (PCSyyhich were evaluated positively, will continue il@019,
but simplified administratively.
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In terms of indebtedness, a coordination committde be created involving the various
Walloon actors thatight excessive dehtin order to identify the different actions thatilw
strengthen preventive missions, including througppsrt groups for the prevention of over-
indebtedness and fiscal guidance.

Regarding the nexChild Rights Action plan 2015-2019 to be adopted in 2015 by the
Governments, a final evaluation of the 2011-20&ahplill be submitted to the Government
during the first half of 2015. It aims at achieviting results of the pursued policies, assess the
impacts and formulate recommendations.

When it comes to the transfer of responsabilitiegardingchild benefits, Wallonia can
exercise them from 1 January 2016 at the earlldst. Government initially does not wish to
change the system in order to ensure continuigeofice. Reflections on changes to be made
to the system after this will be conducted in cdtagion with social partners and families’
representatives. The greatest possible convergeittt®russels will be pursued.

Active inclusion

As part of the2014-2020 ESF programmethe Walloon Government and the Federation
Wallonia-Brussels have allocated a budget of € 2bllon to the "Include and employ”
priority with the aim of improving access to insent mechanisms, to support job seekers in
their efforts to find a job, or to the fight agdirtiscrimination in the workplace. This will
include projects for guiding migrants in their spprofessional integration, training for
people with disabilities, (pre) training for jobekers, and literacy programmes. Projects of
the first call were selected in February 2015.

Housing

Regarding housing, the Walloon Government in Felyr@a@15 approved the dragform of
Housing — Energybonusesfor individuals (see Section 2.6). Bonuses willrbere focused
on the most effective or essential measures orggrsavings or safety/renovation. The terms
will be reviewed, and they will be modulated ac@ogdo the beneficiary's income level, with
a maximum income level to qualify.

Efforts have also been undertakerdieersify housing solutions in accordance with the UN
Convention on the Rights of Persons with Disaleditito offer a choice of places to live to
every person, taking their aspirations into accquvilloon decree of May 15, 2014 relating
to available housing, adaptable housing and speeiedls housing, projects, the "Logement
encadré novateur - LEN" which aims to support irshgjent housing for people with
intellectual disabilities). As detailed in Sectiar8, the Government will pursue its action for
the elderly and people with disabilities by optfieg formulas favouring greater autonomy, as
residential services are reserved for the mostroige people.

3.5. Energy-Climate

In addition to the measures detailed in Sectionf@r6general emissions reductions ("Air-
Climate-Energy" Plan, sustainable energy strategygpecific measures for the construction
industry (Employment-Environment Alliance, bonusexform, action plan for energy
efficiency and regulatory PEB) and transport (nmudtdality, mobility, ...), the industrial
sector also contributes by improving energy efficie
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The central tool, thesecond generation sectoral agreementsegan in 2014 with the
objective in 2020 of an improved 11.4% energy efficy and reduced G@missions by
16.1%. End of 2013, 153 participating entities t6 dgreements lead to a result of
respectively 8.7% and 12.9%.

Financial counterparties are renewed, with the gtkme of the reduction of excise duties on
energy products. These second-generation agreenstititsinvolve result-based goals
regarding improving energy efficiency and £€nissions, but have added an obligation of
means:

- estimate the renewable energy development potemtiaidustrial sites;

- develop a CQstudy in the form of either a carbon footprint bétconcerned industrial
sites or of a life cycle analysis on the compakg\s products;

- establishing a 2050 energy "roadmap” in each stddlehindustry.

The possibility of expanding the branch agreemémthe tertiary sector and SMEs will be
examined. Regarding the circular economy, energg amaterial flows will also be
considered.

Moreover, the requirement to conduatast-benefit analysigo assess the possible relevance
to install acogeneration(for new installations with a total thermal capg®f over 20 MW
and substantial renovations) was introduced thrabghenvironmental permit legislation in
June 2014.

On support forenewable electricity production, as detailed in Section 2.5, a reform of the
green certificate system was held in 2014. The @Gowent intends to proactively contribute
to the European objectives, based on balancedbdisem of responsibilities by the Federal
level and the Regions. In this perspective, a stgdynderway to review the strategy for
developing renewable sectors based on technologezanomic and societal evolutions.
Renewable support mechanisms as well as the coiitsbev assessed to support the
mechanism reform in consultation with stakeholdefbe Walloon legislation on the
promotion of electricity produced from renewableegyy sources will be reviewed in the
spring of 2015.

Furthermore, some specific measures for certairewahle energy sectors have been
implemented, such as:

- The selection of projects following a call for aotmass project (BIOMETH 10
programme) to the establishment of biogas unitaginculture, biogas injection into the
natural gas grid, ...);

- The entry into force of the total Qualiwatt plam@l photovoltaic installations) with the
end of the transitional period of the Plan launcime8eptember 2014;

- The modification of the premium for the installatiof a solar water heater in April 2014
(increase of the premium amount and new conditiofis¢ Soltherm premium has been
placed under a moratorium since 01.01.2015.

Finally, under the2014-2020 ERDFprogramme, a budget of around € 274 million is
dedicated to axis 4 "Transition to a low carbonneeoy in 2020", covering support measures
for renewable energy, cogeneration, energy effayeaf buildings, multi-modal mobility,
energy efficiency and renewable energy use in lessies.
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4.1. Industrial policy and efficient resource use

TheMarshall Plan 4.0 (the final version will be adopted in the firstifhaf 2015) particularly
aims consolidating eegional policy for sustainable industrial innovaton and contribute to
European objectives in terms of re-industrializatmd innovation. This is to actively support
the transition of the Walloon economy to a compadjt open, innovative and sustainable
model.

The implementation approach will not only be aina¢dboosting business competitiveness by
acting on the different levers of total productvidf factors (investment, innovation and
creativity, ICT, internationalization, skills) baiso at supporting a transition process to a
more (eco)efficient model in order to strengtherirthcompetitiveness-costs (possible
reduction of the cost of energy inputs, efficiemtyrocesses, reuse and recycling, ...) and to
enable them to bear the costs associated withrdmsition. Secondly, business creation and
development of new and promising niches will algosbhipported, particularly regarding the
"green" economy.

The policy ofcompetitiveness clustersemain at the heart of the Marshall Plan 4.0, aiiid
be refined based on the recommendations in recemtations, possibly deepening the
Walloon Strategy for smart specialization (see i8ac8.2.) . This focuses on innovation
dynamics (including ICT), on creative and industdavelopment, on the involvement of
SMEs, on internationalization and the developmehtciocular economy. Overall, the
monitoring and evaluation tools of the policy ofigtlers will be further developed in order to
ensure effectiveness and efficient pilotage, dejmgnoin context changes.

This policy has been further implemented. In thth Xhll for projects for clusters, 12 projects
were thus selected for a total sum of € 47 milliéar the 12th call, 7 projects with a budget
of € 28.5 million were selected in March 2015. Asailed in Section 3.2., substantial budgets
have also been dedicated to innovation platformetdp therapy and reverse metallurgy).
Moreover, the jury also ruled on some cluster mtsjeBiowin will thus participate in the 2nd
call for projects of the Massachusetts Life ScienCenter (MLSC). Mécatech, in partnership
with the Massachusetts Institute of Technology (MWWill launch a preliminary study on the
area of the future battery. As part of the first ML call, 2 active Walloon SMEs (one active
in the field of cell therapy and the other in inr@idiagnostics), obtained funding for their
collaborative project with Massachusetts compameaspart of the Eureka programme, the
Walloon clusters (especially Biowin, Mécatech akgvdn) are actively involved in bilateral
cooperation with Switzerland; a call for projecsinderway.

Also at the international level, the Mécatech @ustiogether with the SIRRIS research center,
is involved in a pilot project for the establishrheha European demonstration network in the
field of 3D printing with different partner regionsicluding Flanders. This is possible by
involving Wallonia in the "Vanguard Initiative", pscially in relation to the development of
smart specialization platforms in the field of adeed manufacturing,

The jury also made several recommendations (stiengig the economic impact of the
projects, business development through a more sitersupport during the project design,
greater export vision (beyond the poles), ongoimgcern as to the future use of results, ...) to
be taken into account in redefining the expectedlgg@f competitiveness clusters, both
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regarding their impact on economic activity, astlo@ operating processes. Note that the jury
will be renewed in 2015.

On the fiscal side, € 41 million will be budgetedck year in payment methods to allow
funding of research projects as part of the clggpeticy. Another € 15 million will be added

in 2017 and € 15 million in 2018. In addition, €nllion will be budgeted each year to fund
training cluster policy projects, as well as a {ye&r4 million for the international component.

This will also be strengthened in 2017 and 2018hdine up to € 11 million.

Finally, we can mention the creation in Februar§®0n private initiative, of amvestment
fund dedicated to chemistry and life sciencedt has a budget of € 13 million, to which
public funds have contributed.

Circular economy

Wallonia has decided to strengthen its positionthe field of circular economy by
developing a coherent set of actions, ranging feavareness, expertise and project support.
These are carried out firstly through the NEXT pobjestablished within B.E.Fin (SRIW)
and, secondly, through the "circular economy" estiablished within the AEI, together with
its partner operators. The circular economy mis©bEI aims, together with NEXT, at
setting up a structuring support system for Walloé8Es and SMEs in their circular
economy projects. The circular economy fund wilb\pde financial assistance to Walloon
SMEs wishing to enroll in a logic of circular econgp. The priority for 2014 was the
introduction of the support system. The circulasremmy scholarships are expected to emerge
in 2015. These devices will be launched with thgpsut of ERDF, and will be a priority of
the Marshall Plan 4.0.

Meanwhile, the "Short Circuits" reference centdspawithin the AEI, makes it possible to
capitalize on existing initiatives to create a feamork enhancing thdevelopment of short

circuits in Wallonia, in food and non-food areas. This refiee center supports the
management structures and bases its work on thereatif actions through four partner
institutions (UCM, Inter-Environnement Wallonie, BAB and DiversiFerm). In short food
circuits, for which Wallonia has for many years hgl policy, the funds for the unique
DiversiFerm office were increased to enable it getan increasing number of applications.

Calls dedicated to the construction sector were laisnched in 2014. On the one handah

for sustainable materials projects under the Employnent-Environment Alliance (May
2014), with an indicative budget of € 1,2 milliofhis is to support the emergence of new
sectors of production/distribution of sustainablatenials in Wallonia through partnerships
between material producers and distributors andtoaction contractors. On the other hand, a
call for recycling projects of construction maté&iavas launched in November 2014, for the
development of value chains of materials from (de¥truction sites in Wallonia. A total
budget of € 200,000 will support Walloon companies this project. The Walloon
Construction Confederation (CCW) and the GreenWamg@etitiveness Cluster ensure the
operational management of the call.

The Walloon Government has also provided a fundihg 2.5 million to theVERDIR

project (Valuation of Environment for Sustainable Rehahiion and responsible Innovation)
through Be.fin in April 2014. This is an interdigkhary and integrative global project to
contribute to social, cultural and economic deplegin It is based on a new industrial
concept of ownership of industrial zones, which boras high added value urban agriculture
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practices and biomass production and the creatfonew business models based on the
circular economy, or at least the systemic econashgyt circuits, co-intelligence and co-
working processes and social innovation, a sourse@al economy.

Finally, note that as part of its activities regagbio-based economythe GreenWin cluster,

in collaboration with ValBiom, became a full membsr the BIC consortium (Bio-based
Industries Consortium), bringing together Europbmnbased industry. The cluster represents
the Walloon SMEs; 10 SMEs have commissioned itate.dThe goal for 2015-2016 is that
Walloon SMEs, research centers and universities fairopean PPP BBI projects. Projects
approved by GreenWin in biosourced chemistry wallrhonitored and help will be provided
for the valorisation of results.

4.2. SME policy

The Government is committed to continue and acatdethe implementation of all the
EuropeanSmall Business Act(SBA) recommendations to help SMEs and supporinbas
creation and growth, which was a request of theabspartners.

During 2014, three years after its launch, the déall SBA obtained recognition of European
institutions, including publication of the GuidelhbotRegional Implementation of the SBA,"

describing the Walloon mechanism as a uniqgue miodEurope. It is thus presented at the
Open Days and at the European Parliament at theesegpf the Assembly of European
Regions.

To illustrate the new impetus needed in the conyiegrs, the Walloon SME envoy in his
2014 annual report traced the results of the fimste years, and the way forward. This shows
that Wallonia is implementing 100% of the EuropeaBA's recommendations, including
35% partially. Some progress has been made in ateds as administrative simplification,
female entrepreneurship, public procurement, sudporyoung entrepreneurs, incentives for
export, the evolution towards more efficient SMEghe use of resources ...

TheWalloon SBA 2015-201%ocuses on the growth of SMESs, by pressing 4 pyi@reas -
entrepreneurship, finance, innovation, and intéonatization - including a transverse axis
dedicated to administrative simplification (seet®er4.3.). Moreover, for Walloon SMEs to
exploit the opportunities offered by new markettatedl to the creative, the digital and
circular economy, these thematic priorities willdighe heart of the SBA actions.

As part of the Marshall Plan 4.0, the Governmetenids to focus on supporting the creation
and development ofinnovative companies and spin-offs, including through the
diversification of their funding, their managerglpport... A sensing device for business with
high growth potential will be launched and specdids to innovative companies will be
improved. Streamlining business and innnovatiomsetpproviders through the nefgency
for Enterprise and Innovation (AEI) will be at the core of these priorities (see Secf.5).

In March 2015, the Government also adopted itst dedbrm of investment aid for SMES

as well as export aid.The focus here lies on business growth, enharaichgffectiveness,
and simplification. Regarding aid to SMEs, aid egléty was strengthened especially
regarding job creation, as well as their link witie objectives of innovation, export, re-
industrialization, job and ecosystem creation pedsiby the Government. Conventional
regional aid (€ 80 million/year) will be complemedtby support from the ERDF (€ 40
million/year). Regarding export, their number isastically reduced from 15 to 5 aid
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categories focusing on expertise, mobility, papition in fairs and exhibitions,
communication and implementation outside the EWe @vard procedure is also simplified,
payment periods reduced, and special attentionitstp starters via an increased intervention
rate.

The support for entrepreneurship and entrepreredyi@amics, including in connection with
teaching will be continued. Regarding tB8F 2014-2020programmes aimed at supporting
entrepreneurship were retained, including continugding for teachers and support for pilot
projects for entrepreneurship schools.

The efforts in terms of easgccess to financing for businessewill also be pursued,
ensuring consistency of supply (invests, guaranteass, micro-credits, mobilizing private
savings, venture capital, setting investor relatjon). The resources developed in the form of
financial instruments (venture capital, loans andrgntees for SMEs, spin-offs and spin-outs,
support for innovation, support for energy effiaggh will be supported by the ERDF.
Moreover, in the field of cultural and creative romy, the RPD 2014-2020 plans to expand
the skills of St'art Fund and to promote new sasiafdunding such as crowdfunding.

Since 1 July 2014, the SOWALFIN Group is the omistitution to finance the self-employed,
VSEs and SMEs in Wallonia after tihegionalization of the Participation Fund. This has
the effect of increasing its action volume for Ieamd guarantees.

Early 2015, the Euroquity financing platform wasrahed in Wallonia (in partnership with
SOWALFIN in Wallonia, the BPI in France and KFW@ermany). Its purpose is twofold: to
raise entrepreneurs’ awareness about the impor@indersifying forms of funding within
their SMEs, in particular for the opening of theapital to third parties in order to have
adequate capital requirements in their growth pland bring together investors (individuals,
private funds/public, institutional, ...) and emireneurs seeking capital.

The "Affaires a suivre" platform, which aims to ifaate business transfer for small traders,
hospitality actors, artisans, liberal professiogsiness owners of small companies whose
turnover is less € 500,000, was launched in Decer@®&4. It was launched in partnership
with the UCM and IFAPME and completes the actionS®WACCESS (a subsidiary of
SOWALFIN dedicated to business transfers).

A revitalization plan for Walloon exports will aldme implemented to increase the volume,
frequency and value of our exports, both in Eurape in the world, with particular attention

to high-growth countries. Prospecting actions v targeted on niches and promising
Walloon sectors, in connection with the competitiess clusters (25% of actions will be
conducted together with the clusters). It is aldanped to develop an international

development strategy of the clusters by encouragitggnational partnerships and enhancing
the bond between clusters and AWEX.

Geographically, AWEX plans to intensify action fowerseas export outside the usual
European commercial spheres in 2015; apart fromCEBR({South Africa will be the target
market), actions are planned in other economie$ Wwigh growth potential (Malaysia,
Argentina, Turkey, ...). Note that 35% of the acetigplanned for 2015 will be conducted
together with other regional agencies for foreigadé (Flanders Investment and Trade,
Brussels Invest and Export).
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4.3. Administrative simplification

As mentioned in the introduction, administrativenglification is at the heart of the strategy
of the Walloon Government. Thus, the 2014-2019 Ridhs to creat@n administrative
simplification shock for businesses, in particular through the impletaigon of the Walloon
SBA (see previous Section). It is foreseen to ektiwe principle of trust, promote electronic
exchanges between administrations, develop authesturces and develop open data,
implement a single web counter, improve traceabikicords, develop a "SME compatible”
test and a "SME portfolio” (electronic portfolio ¢dtain subsidies in various fields for which
specific aid thresholds are planned), and ensucmgsultation with economic and social
partners upstream of the legislative process, tb foumalities associated with land
development projects, ...

Several reforms undertaken by the Government, atalldd in the previous Sections, already
carry out this commitment (cf. reform of variougpég of aid, implementation of the AEI,
permit for the commercial establishment, ...).

On public procurement, the use of the most advawoiag) offer will be extended, to integrate
criteria other than price alone. Efforts will berpwed to facilitate access for SMEs.

Among the latest breakthroughs is thematerialization of the environment permit class 3
since January 2015. The citizen or company thatsManintroduce his/her class 3 declaration
(for projects with a low environmental impact) admso electronically and paperless from his
municipality.

Payment delays have also been reduced. Payments by special aacduwere on
averagecarried out in 20.5 days in the first 3 garof 2014 (against 25 days in the same
period in 2013, 36 in 2012 and 55 in 2010) andténms of payment of bills by prescription
decreased to 36.7 days for the first 3 quartei20d#t (against 44 days in the same period in
2013, 65 in 2012 and 148 in 2010). The paymentubkislies is now done in 33 days on
average, against 73 in 2012.

4.4. Structural and I nvestment Fund

For the 2014-2020 programming period, 4 Walloonvpprces are eligible as transition
regions, Walloon Brabant being in the categoryhef inost developed regions. The provinces
of Liege and Hainaut and the Brussels Region akswefit from the Youth employment
initiative, which is implemented in the ESF progrdiris jointly developed by Wallonia and
the Federation Wallonia-Brussels.

The European Commission approved the ERDF and E8frgmmes late 2014, allowing
them to start in 2015. Following the call for prepts which was launched in March 2014, the
Walloon Government and the Federation Wallonia-Belsin February 2015 approved 380
ESF projects for a budget of € 374.5 million. Tinalgisis of ERDF projects is underway, and
approval will take place in May 2015. Note thabiler to objectify the selection of projects,
Governments rely on the expertise of an indepentiasit Force.

To maximize the leverage and avoid dilution of tedi resources, a thematic and spatial
concentration is required by capitalizing on thetfotio concept and increasing synergies
between partners.
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The thematic priorities are closely coordinatedhwihe objectives of the Europe 2020
Strategy and complement the regional strategy deeel in this context, particularly in
connection with the recommendations made by then€@burhe contribution of the Funds
was pointed throughout the previous Sections.

Regarding the ERDF, this will include supporting ttompetitiveness of the economy and
particularly of SMEs, R&D and innovation, accorditgythe Regional smart specialization
strategy, renewable energy development and effigiem the use of resources, but also the
development of training facilities. The prioritieieveloped in the framework of the ESF
include lifelong training and integration into thebour market, especially for young and
vulnerable people, entrepreneurship, social inclusind the fight against discrimination, the
fight against dropping out.

Geographic targeting will favour urban areas mamgdndustrial decline and most affected
by social exclusion and the deterioration of thbaar environment as well as cross-border
urban areas.
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