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I. GE'lrr::nAL CO!rSID~ATIONS 

1 ... ID'ticle 98 of the Fjnancial Regulation of 21 December 19771 states that 
the expcndi ture finllilced by the Guarantee Section of the European Agricultural 
Guid~ce and Guarantee Fund "shall be taken into account for a financial year 
on the basis of payments made up to' 31 December ••• provided that their · 
comJitment and authorization have reached the accounting officer not later 
than 31 J.:nrch of the follo\v-ing year". This provision, which alrendy existed 
under the Financial Regulation of 25 April 1973 (Article 109)2, establishes 
'I'/ hat is commonly called the "EAGGF additional period". The system takes 
into account the special features of the management of the EAGGF Guarantee 
Section appropriations 7 \·:hich involves the intervention of government 
departments nnd a.&encies (the "paying agencies" referred to in Article 4 of 
Reculation (E2C) No 729/703); but it presents certain disadvantab~s. 

The EAGGF a.ddi tional period is a substantial departure from the general 
budGctro·y system of the European Communities, under which accounts are 
clo~cd on 31 Deccm'ber on the basis of payments effected by the accounting 
officer not later than the following 15 January (final paragraph of 
Article 5 of the Financial Regulation of 21 December 1977)• In practice, 
the existence of an additional period has the effect of postponing the 
actual closure of accounts until 31 March and the presentation of the revenue 
and expenditure account by the Commission until 1 June of the following 
financial year. 

2. In addition, the presentation of the revenue and expenditure account 
rather late in the year obviously has repercussions on the various dates set 
out in the Financial Regulation for auditing the accounts • 

This situation m~ run counter to certain objectives which any body of budgetary 
lm·1 should try to achieve, i.e. simplicity and clarity in the keeping of 
accounts and the speedy closure and auditing of accounts, the time factor being 
essential for the effectiveness and impact of the monitoring process. The 
experience of the Institutions during the procedure leading to the first annual 
report of the Court of Auditors, published at the end of January 197~, has 
also shown that the dates in question should be arranged rescheduled, so that 
the parties concerned have the necessary time to fulfil their functions 
with all efficiency. 

Abolition of the EAGGF additional period for these reasons would indeed make 
for more rational timing. The outcome wou~d be longer periods both for the 

1 
2oJ No L 356, 31 December 1977. 
OJ No L 116, 1 May 1973. 3oJ No L 94, 28 April 1970. 4oJ No C 313, 30 December 1978 • 
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adopt ion of the annu-1.1 report of the Court of Auditors and the 
communication by ti·,o Institutions of their replies to the comments 
in that rcport 7 -vrHh no concomitant extension of the period in which 
the Commission ~ust draw up the revenue and expenditure account. 

The two draHbo.c,~s referred to above (the existence of an ad.di tionc1.l 
period for ent~ring EAGGF GD~rantee Section expenditure in the accounts 
and the prc:-:su;e of deadlir 3 l-lhich are sometimes too tight in the 

• 

rendering and L"o.'ldi ting of accounts) could thus be eliminated simultaneously. 

3. The cha: ·.cs to be rr.ade thus spring from the two follo\-ling aims: 

more re. tirmal scheduling of the various deadlines stipulated in the 
FinanciD7. Regulation of 21 December 1977 for rendering and auditing 
the ac~n;.nts; 

simuH::;wous abolition of the additional period for entering the 
expenditure of the EAGGF Guarantee Section in the accounts. 

To permit a prompt decision on this proposal, the Commission has included 
nothing \>'hich touches on other points. It intends, in accordance with 
Article 107 of the Financial Regulation {which provides for a three-yearly 
review of the provisions of this Reeulation), to incorporate in one text 
all the amendments of various sorts which are found to be needed. That 
text \·lill 1 of course, take into account the suggestions already made 
by the Court of Auditors. 

II. DE'rAII.ED EXPLANATIONS (in the order of the Articles to be amended) 

1. Hore rational scheduling of the time-limits for the rendering and 
and auditinc of accounts 

The abolition of the EAGGF additional period will have two positive effects 
on the timetable for rendering and auditing accounts: firstly, the time
limits can be set earlier in the year and, secondly, the periods will 
generally be longer. To achieve this, the following Articles of the 

• 

Financial Regulation of 21 December 1977 need to be amended: t 

(a) Article 6(3): In the interests of budgetary transpro·ency and 
rational management of the appropriations, there should be no 
excessive del~ in decisions on requests to carry over 
appropriations 1 to be made to the Budgetary Authority 8 The 
Commission accordingly proposes 21 February (in..stead of 1 May 
as at prel':ient) as the fir..a.l date for submitting requests to 
;:;arrJ over appropriatior~.s 1 as provided in Article 6(3) ~ 

• 
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(b) 

• 

(c) 

2. 
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Articles 11 7.4 ?..nd 71: It is proposed to make 1 'April 
the fim.l date for draHing up the revenue and expendi tu..r?. 
account, th~~ analysis of financial management and the bal,-·.,·"ce 
sheet (the current dead. line is 1 June). Since the account!'\ 
for the financial year should from now on be closed on 
15 January (for expenditure under the general system provided 
for in Article 5 of the I•'inancial Regulation) or on 
31 January (for EAGGF Guarantee Section expenditure), the 
Conunission would in fact still have the same amount of time 
for drauing up these documents (1 February to 31 Harch instead 
of 1 April to 31 May). The Article 74 deadline for 
con@unication by the other Institutions of the information 
required for drawing up these documents should therefore be 
brout;ht forv1ard to 15 February. 

~ic) e 83( 1): The time saved by eliminating the additional 
~AGGF period could also be applied to the deadline for the 
adoption by the Court of Auditors of its annual report. The 
Court of Auditors would also have an extra month for completing 
this task (1 April to 15 June instead of 1 June to 15 July). 
The Corr®ission considers that this extra time would be very 
useful to the Court of Auditors in its work and, in general, 
for the efficiency and precision of the external financial 
controls. 

Elimin~tion of the vd~itional period for entering EAGGF Guarantee 
S0ction expenditure in the accounts 

(a) The current "additional period" for the EAGGF Guarantee Section, 
which extends three months (from 1 January to 31 March) beyond the one-year 
Budget implementation period, was instituted with the object of giving time 
for the transfer and processing of data from the national to the Community 
level. 

The time-lug between establishment of the data concerned by the paying 
agencies in the l~cmber States and the transmission, pnocessing, verification 
and entry into the accounts of that data at Community level is generally 
about three months - inter alia because of the constraints of the present 
rules (authorization of transfers by the Budgetary Authority). 

If, therefore, the period for entry in the Community accounts for the EAGGF 
Guarantee Section currently spreads over 15 months (from 1 January of the 
financial year n to 31 March of the financial year n+1), this is simply 
due to the material and legislative constraints resulting from the 
two-tier system which characterizes and governs budgetary implementation 
in the EAGGF Guarantee Section- the national tier and the Community tier. 

Yet the present solution, devised when the Financial Regulation of 
25 April 1973 was drafted, is not the on~ possible way of tackling this 
particular situation. Its aim was to complete, by 31 March of the financial 
year n+1, the establishment, and hence the entry into the accounts, of the 
final data on.expenditure incurred during the financial yearn • 
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HN:evcr, the Finuncial Regulation permits the use of another technique 
l-:hich 1 in practjcc, nns the same results - the technique of automatic 
S:.E:.J:,y-ovcrs. By this method, all expenditure (in commitments and • 
actual pn.ymcnts) for llhich substantiating statements have been sent in, 
checked ar.d entered in the accounts by. 31 January of the financial 
year n+1, \·:ould be recorded in the co·urse of the financial year n. In 
the case of expcndit1Lre for which it is not possible to complete these 
operations by 31 January, the follt)Wing provisions would apply~ 

the estimate!" cc;mnunicated by the Member States in their most 
recent applications for advance peyments would be charged as 
commitments; 

these comiil-;_-:·.ments would be eligible for automatic carryovers and 
l-lould be implemented, i.e. settled at Community level, during the 
subsequel!i months (February, r:rarch, etc. of the year n+1) • 

As irr.plemc:n~ation of carryovers in n+1 is by definition a function and an 
inteeral pa''t of operations under the financial year n, the end result is 
the s~e as that obtained under the current system. The advantage is the 
valuable cain of tl-ro months for the next step, i.e. verification of the 
accounts. It is therefore proposed that Article 91 of the Financial 
Regulation of 21 December 1977 be amended to this effect. 
The provisions on the clearance of the accounts are therefore amended accordingly 
(amendment of Article 100). 
(b) Hith regard to expenditure for which it has not been possible to 
proccsn -the final substantiating statements before the closing of the 
financial year (31 Jn.nuary for the EAGGF Guarantee Section), this proposal 
therefore advocates that the charging as commitments should be performed 11 
on the bnsis of the estimates of requirements as stated by the Member States 
in their I:~oct recent applications for advance pccyments. The cornmi tments 
bnscd on these estirr.ates ~-rould then be carried over automatically to the 
folloHinr; fin!:ncial year. 

It goes without saying that the utilization of these carryovers, during 
the subsequent financial year will not always coincide absolutely, item by 
item, Hith the commitments based on estimated requirements and that certain 
adjustments i-:ill be necessary. In practice, these would be the final 
adjustments rlhich at present are made in March, and they would allow a 
final adaptation of appropriations to requirements. 

This being so, and in harmoey with the object of this proposal, provision 
should therefore be made for these - minor - adjustments to be decided 
by the Comnission under the same procedure as that proposed (below) for 
tra..-.1sfers made during a financial year-. The proposed amendments to 
Article 98 take these points into consideration~ 

• 
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In order to keep a time-restrietian efl the use at app~ap~iatiefis 6aF~ied eve~, 
it is proposed tnat appropriations carried over which have not been 
committed or charged as pJ.yments before 30 June of the financial year to 
w~ich they are carried over should be cancelled under the year of origin 
(!mendment to Article 99). 

(c) The provisions of the Financial Regulation relating to decisions in 
respect of transfers of appropriations in the EAGGF Guarantee Section 
call for the following comments: 

( i) The distinct ion bet \veen "chapters" and "articles" does not necessarily 
indicate ~pecific catesories of appropriations 

The structure of the nomenclature of the EAGGF Guarantee Section is 
the outcome of historical development. In principle; each chapter 
should correspond to a specific market organization. 

Althol~h generally true, this principle is not always respected. 
The present Chapter 73, for example, groups together several 
different market organizations each of which should, in theory, be 
the subject of an individual chapter. 

Under the present rules, then, the Commission may itself decide to 
make transfers between, for example, the common organization of the 
market in hops (Article 732) and dried fodder (Article 734) but not, 
for instance, between. Chapter 60 (cereals) and Chapter 61 (rice). 

The present situation, therefore, is not strictly based on a logical 
approach, but rather on an approach of mere form • 

(ii) Once the estimates have been drawn up, i.e. the Budget has been, 
~dopted by the Bud~etary Authority, it is implemented in the firsi 
inst3.nce by the ?·:ember States, 

Initially, the Commission's role as authorizing body consists of 
granting advances on the basis of the Member States' estimates. 
These advances take the form of global commitments. 

It is only later, after two to three months, when these advances have 
been implemented by the Member States, that the Commission is in a 
position to carry out the detailed charging of commitments and 
payments to individual items. This is done on the basis of the 
substantiating statements forwarded by the Member States after 
carrying out the requisite examinations and checks • 
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( iii) ~xnendi tm·e in the EAGGF Guarantee Section is comoulsorv exoenditure 

Expenditure in the EAGGF Guarantee Section is by definition compulsory 
expenditure. Although the Commission has certain technical powers 
in market management, the volume of expenditure is the ineluctable 
result of all legislation in force and of the cyclical situation. 

It has often been stressed lately that agricultural expenditure 
cannot be contained at the budget level: the effort to contain it 
must be exerted upstream, i.e. at the level of basic legislation. 

These considerations imply that transfers in the EAGGF Guarantee Section 
are basically "transfers for regularization purposes", and not "transfers 
for authorization JUrposes". 

It is not the transfer procedure which makes it possible for Member states 
to effect expenditure; on the contrary, its aim is to adjust the estimates 
of appropriations entered in the Budget to actual needs. Thus the 
requirements which must be met are first established, and later the 
appropriations are adjusted as needed. 

The present provisions ~nereby the Council formally approves such transfers 
do not correspond to reality. They make for unnecessary procedural 
complications and their only effect is to increase delays~ 

It should also be noted that the Commission systematically consults the 
EAGGF Committee before itself deciding on transfers between articles and 
before proposing transfers between chapters to the Council. This 
procedure enables the representatives of the Member states to check that 
the transfers proposed meet the Member states' requirements. 

The Commission therefore believes that it would be in the interests of all 
the institutions concerned to proceed as follows: 

(i) all transfers within the Guarantee Section to be decided upon by the 
Commission after consulting the EAGGF Committee; 

(ii) the Budgetary Authority to be immediately informed of these decisions 
(amendment to Article 101). 

' . 
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(d) The provisions governing food aid should be altered in the light of 
the new rules proposed for the EAGGF Guarantee Section. The new 
Articles 97(1), 97(2), 100 and 101 would then also apply to food aid 
(amendment to Article 102). · 

, 
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PROPOSAL FOR A COUNCIL FlillULATION 

{J.~·;sc, EEC, Euratom) 

amending the Financial Regulation of 21 December 1977 

applicable to the general budget of the European Communities 

THE COUll'CIL OF 'i'tiE EUROPEAN -~OW•IDNITIES, 

Having regard to the Treaty establishing the European Coal and Steel 
CornmUl1ity, ancl. in particular Article 78h thereof, 

Having roga:•··-:;. to the Treaty establishing the European Economic Community, 
and in pa.;.·t. i\.~u~ar Article 20) thereof, 

Having rct,'-"·rd to the Treaty establishing the European Atomic Energy 
Community, and in particular Article 183 thereof, 

Having regard to the proposal from the Commission, 

Having regard to the opinion of the European Parliament, 

lhving regard to the opinion of the Court of Auditors, 

Whereas, in the interests of greater simplicity and clarity in the 
keeping of accounts, it would appear appropriate to abolish the additional 

• 

period for entering in the accounts expenditure under the EAGGF .. 
Guarantee Section; 

~fuoreas the abolition of this period would permit a more rational scheduling 
of the time-limits governing the procedure for the rendering and auditing 
of the accounts; 

rfuereas, to this end, certain provisions of the Financial Regulation of 
21 December 1977 (1) must be amended, 

HAS ADOPI'ED THIS RmULATION: 

ARI'ICLE 1 

The Financial Regulation of 21 December 1977 is hereb,y amended as follows: 

(1) O.J. No L356, 31 December 1977, p.1. 

' 
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1." The first subparagraph of Article 6(3) shall be replaced by the 
following: 

"3. In the case of the appropriations referred to in paragraph 1(b), the 
Commission sha.ll transmit to the Council and shall for1-ard to the 
European Parli~nent, not later than 21 FebruarY, the requests to carryover 
appropriations, duly substantiated, made by the European Parliament, 
the Council, the Court of Justice, the Court of Auditors and the 
Commission itself." 

2. The introductory paragraph of Article 73 shall be replaced by the 
following: 

"The Commission shall draw up, not later than 1 April of the following 
year, a revenue and expenditure account for the Communities, which shall 
include the following documents classified in accordance with the 
budget nomenclature:" (remainder unchanged). 

3. Article 74 shall be replaced by the following: 

11 E3.ch Institution shall, not later than 15 February_, forward to the 
Commission the information required for drawing up the revenue and 
expenditure account and the balance sheet, together 1dth a contribution 
to the analysis of the financial management referred to in Article 75." 

.• 4. Article 77 shall be replaced by the following: 

"The Commission shall forward the revenue and expenditure account, the 
financial analysis and the balance sheet to the European Parliament, the 
Council and the Court of Auditors by 1 Aoril at the latest." 

5· Article 83( 1) shall be replaced by the following: 

"The Court of Auditors shall transmit to the Commission and to the 
Institutions concerned, by 15 June at the latest, any comments which are, 
in its opinion, of such a nature that they should appear in the report 
provided for in Article 78f of the ECSC Treaty, Article 206a of the 
EEC Treaty and Article 180a of the Euratom Treaty. Each Institution 
shall address its reply to the Court of Auditors by 31 October at the 
latest. The replies of the Institutions other than the Commission shall 
be forwarded simultaneously to the Commission." 

' 
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G. Article 97 shall be replaced by the following: • "1. Elcpenditure aha.ll be taken into account for a financial year on the 
basis of paJ~cnts made up to 31 December by the authorities and bodies 
referred to in Article 4 of Regulation (Bill) No 729/70, provided that their 
commitment and authorization have reached the accounting officer not later 
than. 31 Janu.'.l.r;v of the f_ollo'l'li.n.c;> year. 

"2. &ncnditure ~ffected. between 1 Janua(i and 31 October by authorities 
and bouics uncic-c Article 4 of Regulation Eill) '.No 12!9l10 shall be the 
subject of a commitment and shall also be charged as a payment by chapter, 
article and. item, after examination of the statements transmitted by the 
Member States in accordance with the provisions laid down pursuant to 
Article 5(3) of the said Regulation, and after approval by the 
Financial Controller. 

The corni!litmcnt shall be entered into within two months 
follov1in::; receipt of the statements transmitted by the Member ·st-ates. 
The charGing as a payment shall, in principle, be carried out within the 
same period, subject to subsequent provi~ions herein. 

"3. The exoenditure to be 
and b'(;";1ics under Article 4 
subject of a co::1.r:Ji trr:ent on the basis 
transruit-~ed oy the J.:emoer S'tates. 

authorities 
be the 

"4e The commitments provided for in paragraphs 2 and 3 shall be deducted 
from those provided for in Article 96." 

7. Article 98 shall be replaced by the following: 

"1. The comr.litments provided for in Article 27(3) shall be the subject of 
automatic ca.rryovers to the followinrs financial ;year. 

11 2. A oorooriations wh.ich at the end of the year remain in the form of 
~obal coo~itments, nursuant to the orovisions of Article 26, shall be 
autorr.atica.llv ca.rried over so that the exnenditure charr;eaole to the 
financial year of origin may be taken into account under the articles and 
it ems in auest ion. 

"3. The between the total exoenditure actuall v disbursed during 
a fim.ncial year 'o the authorities and bodies under .Article 4 of 
Re~lation 2q 7 and the total con.rnit:nents and char::>·inP"s as 
o-:wments effected under Article 7 2 and 3 for the same fii!,<lncial Y..ear 
sh:1ll be ch3.r,:::Jcl 0.r:-ainst ~.-mronriations carried over under 
~racrarhs 1 and 2. 

"4. to an 
in accordance 

Financial Controller. 

• 
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"5· rrhe Commicsion m~;y:_ p~ .~lthorized, where the need a~1 
accordance u:i.th the nroccd.uro nrovided for in Article 13 of 
j~C!·ulu.tio.ll-O::·fJ._i;o r 20 70 to make tnos2 transfers ,.,hich. rrove 
from the aut o~n;xL ic carryovers Erovided· for in l!lragraph 1. 11 

8. Article 99 shall be replaced by the following: 

and in . 
necessary 

"1. llDnronriat ions carried over U!,.l§..er n:trar,raohs 1 and. 2 ~f. 
Article 98 il.n~ \·;_il.i_c)l have not been the subject of, a conm:itment or been 
charr;od C!G a nay1r.cnt not later than 30 June of the financial year to v1hich 
they were carried over shall be cancelled in respect of the ori~inal financial 
year. 

11 2. A r:lobal nrovisional commitment corres£_onding to the aEorooriati,2!1~ 
~p.ncelld purs11<vrt to .mrafFauh 1 shall be constituted from the 
appropriiltions of the current financial year." 

9. Article 100 shall be replaced by the following: 

111. Articles 
accounts 

8 shall annlv vr.i.thout pre.iudice to the clearance of 
in Article 5 2JCb) of Re_gulation (Eft") No 729/76. 

"2. AYlv difference ~·;hich rr.av exint beh1een the total exnenditure char.c;ed 
to t h c il~c_c.ount s .for n. f im.ncial, ye?J.r t>u.rsu:mt to A,rt icl es 97 n nd 98 and 
the totd cxncncd.t· . .tre established by the Co:nmission Hhcn clearin~ the 
accounh; <'-S Drovidcd. for in Ar~icle ,.. 2 b of Re;:-ulation Ei:C No 7 0 
shall be cilar.')ed, under a sin~le articl.e3 as over- or under-exnenditure 
to the fin.nncial year in which the accounts are clear.e.d." 

10. Article 101 shall be replaced by the following: 

"1. Appropriations made available in one chapter of expenditure may not 
be allocated to another chapter of expenditure. 

"2. 
made 

and transfers within a chanter shall be 
in 

"3. The Commission shall inform the Budgetary Authority of such transfers." 

11. In Article 102, 

(a) the third paragraph shall be replaced by the following: 

' 

"Article 97(1) and (2) and Articles 100 and 101 shall apply as regards the charging 
as payment of expenditure effected by the Member States using the .funds 
advanced by the Commission, and as regards the clearance of accounts." 
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(b) the final paragraph shall be deleted. 

ARI'ICLE 2 

This Re~lati )11 shall enter into force on 1 June 1979. 

This Regu1ation shall be binding in its entirety and directly applicable 
in all :Member States. 

• ! 
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