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EXPLANATORY MEMORANDUM

1. INTRODUCTION

1.1. At its meeting in Berlin on 24 and 25 March 1999 the European Council
called on the Commission to prepare a new Own Resources Decision taking
into account its conclusions concerning the financing of the European Union
for the period 2000 – 2006.

The new Decision will have to be approved by the Council in time to be
recommended that it be adopted by the Member States by 1 January 2002, in
accordance with the procedure set out in Article 269 of the EC Treaty and
Article 173 of the Euratom Treaty.

In adopting its conclusions the European Council

– Acknowledged the need for the Union to be provided with adequate
resources to finance its policies, characterised, however, by strict
budgetary discipline;

– Decided that the system of own resources must be equitable,
transparent, cost-effective and simple;

– Acknowledged that the system of own resources should be based on
criteria which express best the Member States' ability to contribute;

– Recognised that various factors play, directly or indirectly, an
important role in the determination of budgetary imbalances. These
factors included the composition and overall level of EU expenditure
as well as the structure of own resources.

1.2. The proposed Council Decision contains

– the provisions implementing the European Council conclusions relating
to the structure of the EU financing system. These provisions are
described in part A of this memorandum;

– additional provisions amending existing arrangements. The
Commission considers these provisions necessary for the legal
consistency of the arrangements and for the satisfactory operation of
the financing system in the years to come. These provisions are
described in part B.

A. IMPLEMENTATION OF THE EUROPEAN COUNCIL
CONCLUSIONS

1. Reduction of the maximum VAT rate (Article 2 (4) (a))

With a view to continuing the process of making greater allowance for each
Member State's ability to contribute to the EU budget and of correcting the
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regressive aspects of the current system for the least prosperous Member
States, the European Council reached the conclusion to lower the maximum
rate of call of the VAT resource, currently at 1.00 per cent, to

– 0.75 per cent in 2002 and 2003,

and to

– 0.50 per cent from 2004 onwards.

The text of the decision is therefore adapted accordingly.

2. Increase in the percentage of the so-called "traditional own resources"
retained by the Member States as collection costs (Article 2 (3))

The European Council considered it appropriate to increase the percentage
retained by Member States to cover the costs of collection and of related
activities of traditional own resources (the resources mentioned in paragraphs
2 (1) a and 2 (1) b of the Own Resources Decision; essentially customs and
agricultural duties) from currently 10 per cent to 25 per cent with effect from
2001. Article 2 (3) of the Own Resources Decision is accordingly amended.
The increase will apply to all own resources established after 31 December
2000. Own resources which will have been established, or that should have
been established, before this date will continue to entitle to a 10 per cent
compensation.

This increase can also be justified on the basis of several considerations. On
the one hand, customs work carried out on behalf of the Union involves more
and more tasks which do not result in the collection of own resources (e.g.
control of quotas, of health and security requirements, etc.) and for which no
compensation is paid through the present arrangements. On the other hand,
detected fraud and irregularities in the area of own resources have increased
considerably. Both the number of cases notified by Member States and the
amounts involved have risen considerably compared to 1995 and to 1996
reflecting principally the greater involvement of organised crime networks1.

National administrations need to devote increased resources to combating
fraud and improving the effectiveness of the collection of customs and
agricultural duties. They will also have to collaborate more closely with the
Commission. The new text proposes that they report exhaustively on all
anomalies and, in particular, on the failure to establish own resources
because of administrative errors.

3. Technical adjustments to the correction of budgetary imbalances in favour of
the United Kingdom (Article 4)

The European Council decided that the UK abatement shall remain in force.

1 See Protection of the Financial Interests of the Communities, Fight against Fraud, Annual
Report 1997, COM(98) 276 final, 6 May 1998.
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However, in accordance with the principles reflected in the conclusions of
the 1988 Brussels and 1992 Edinburgh European Councils, the Berlin
Council decided that its amount shall not include windfall gains from
changes to the financing system implemented with the new Decision. The
proposed provisions of Article 4 of the new Own Resources Decision
provide now that the windfall gains of the United Kingdom resulting from
the increase in the percentage of traditional own resources retained by
Member States to cover their collection costs will be neutralised.

In view of the prospective enlargement, the Council also concluded that an
adjustment will be made in order to reduce the UK abatement thereby
ensuring that expenditure which was unabated before enlargement remains
unabated after enlargement. This adjustment will be made by reducing total
allocated expenditure by an amount equivalent to the pre-accession
expenditure in the acceding countries.

The amount of adjustment occurring in each enlargement will be carried
forward as a permanent adjustment applying to the UK abatement of future
years.

4. Change in the financing of the UK correction (Article 5 (1))

The Berlin European Council reached the conclusion to modify the rules
governing the financing of the UK correction by the Member States other
than the United Kingdom. To this end the decision is modified to state that
the financing of the UK abatement by other Member States will be modified
to allow Austria, Germany, the Netherlands and Sweden to see a reduction in
their financing share to 25 per cent of what they would have paid if all the
other fourteen Member States had fully financed the abatement.

5. Review of the own resources system (new Article 9)

The European Council invited the Commission to undertake a general review
of the operation of the own resources system, including the effects of
enlargement, before 1 January 2006. In examining the operation of the
system, the review will also consider the issue of correction of budgetary
imbalances granted to the UK and the reduction granted to Germany, the
Netherlands, Austria and Sweden in the financing of the UK rebate. The
actual rate at which the VAT resource is called is not fixed but varies with
the UK rebate. As in the previous Own Resources Decision (Article 10), the
Commission will also take the opportunity to consider arrangements for a
possible introduction of a fixed uniform rate. Finally, as part of this review,
the Commission is also invited to address the question of creating new
autonomous own resources for the EU.

B. ADJUSTMENTS AND ADDITIONS TO THE 1994 DECISION ON
THE OWN RESOURCES SYSTEM

1. Own resources ceiling (Article 3)
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The European Council reached the conclusion that the Union's own resources
ceiling shall remain at the current level of 1.27 per cent of EU GNP.
However, the application of the new system of integrated economic accounts
in accordance with Council Regulation 2223/96 (ESA 95) might result in
different GNP estimates for the Member States and for the European Union
as a whole2. It is therefore appropriate to prevent a potential change in the
resources available to the Union simply as a result of an improvement in the
statistical methodology.

To this end the current ceiling must be adapted on the basis of a comparison
between the GNP figures according to the old and the new regulations over a
period of two or three years. Such figures are not available yet and, as a
result, the new Own resources decision proposes to establish a formula to be
used for the adaptation. It is proposed that the calculation be performed by
the Commission in December 2001.

Article 3 of the new Own Resources Decision defines the relevant details for
the adaptation of the current ceilings of 1.27 per cent (payments) and 1.335
per cent (commitments). It also states that the same procedure will have to be
adopted in the case of future modifications of the system of national accounts
which may result in significant changes in the level of GNP.

2. Simplification of the presentation of the UK rebate

The current presentation of the UK rebate involves a superfluous double
calculation that the Commission proposes to abolish. This simplification has
no influence on the result of the calculation.

Decision 94/728/EC, Euratom refers to the concepts and calculation of a
"basic amount" (Art 4 (1)) and of a "reference compensation" (Art 4 (2)).
However, the former serves no purpose in the calculation of the rebate. It
was introduced in 1988 to indicate (somewhat inaccurately) the impact of
introducing the GNP resource on the UK rebate. Today, after 12 years and
with many others changes having come into place, this presentation has lost
any meaning it might have initially had. Therefore, the Commission proposes
to indicate only one way of calculating the rebate through a modification of
Article 4 which suppresses paragraphs (1) and (3) and deletes the word
"reference" in paragraph (2).

3. Consistency in the use of cash or accruals figures

2 In the European System of Accounts (ESA 95), adopted by Council Regulation 2223/96, the concept
of GNP has been replaced by the concept of Gross National Income (GNI). Although GNI at market
prices is virtually identical to conventional GNP at market prices, GNP in ESA 79 was calculated
differently, resulting in small discrepancies between the two figures, which are mostly evident in the
case of the smaller Member States. To ensure that the concept of GNP is used in the Own
Resources Decision, the Council, acting unanimously on a Commission proposal, will adopt by
means of a Regulation, the definition of GNP to be incorporated in Regulation 2223/96 EC as well as
a new GNP Directive which will replace Directive 89/130/EC, Euratom. Article 2 (7) of the new
Decision provides for this.



7

There is an inconsistency in the use of cash or accruals figures in the
preliminary estimates of the rebate (cash figures) and in the definitive
calculations (accruals data). Decision 94/728/EC, Euratom indicates that the
UK correction should be calculated on the basis of cash data and the
provisional estimates of the rebate are calculated on this basis. However, the
current method uses accruals data for the definitive calculation and since the
origin of the system this is the way in which the definitive figures have been
calculated.

This inconsistency does not affect the final outcome but introduces an
unwelcome variability in the figures entered, on a provisional basis, in the
budget of the year following the one for which the rebate is due (initial
budget and, possibly, supplementary amending budgets). Past experience has
shown that updates of the preliminary estimate of the UK rebate using cash
data do not necessarily contribute to convergence between the preliminary
and the definitive estimate of the rebate. The reason for this is that updates
based on cash data must take into account previous years' balances which are
not necessarily relevant predictors of the definitive UK rebate.

It is proposed to amend Article 4 in order to base all the calculations of the
compensation upon accruals data thus making the calculation of the
provisional estimates consistent with that of the definitive abatement.

4. General provisions (new Article 10)

The new Decision shall enter into force on the first day on the month
following receipt of the last of the notifications. It shall take effect on
1 January 2002. Nevertheless, Article 2 (3) and (4) shall take effect
retroactively from 1 January 2001.

The provisions concerning the calculation of resources and the correction of
budgetary imbalances applicable to years prior to 2002 or 2001, respectively,
will continue to apply for adjustments to resources and corrections
concerning these years made after entry into force of the new Decision.

5. Minor modifications and provisions to be deleted in the new Decision

(previous) Article 6: Paragraph 2 referred to one, but not other, categories of
contributions, as in Article 4, second paragraph of the Financial Regulation;
consequently, this paragraph has now been suppressed to avoid duplication
with the Financial Regulation.

(previous) Article 9: The mechanism of the graduated refunds in favour of
Greece (up to 1985) and of Spain and Portugal (up to 1991) on the basis of
the Acts of Accession relate to years which are now well passed and,
therefore, this provision will be suppressed in the new Decision.

(previous) Article 11 (2) (b) first sentence: The provisions concerning the
calculation of resources applicable to years prior to 1988 will not be needed
any more.
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Proposal for a

COUNCIL DECISION

on the system of the European Union's own resources

../…/EC/Euratom

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty establishing the European Community, and in particular
Article 269 thereof,

Having regard to the Treaty establishing the European Atomic Energy Community,
and in particular Article 173 thereof,

Having regard to the proposal from the Commission3,

Having regard to the opinion of the European Parliament4,

Having regard to the opinion of the Court of Auditors5,

Having regard to the opinion of the Economic and Social Committee6,

Having regard to the opinion of the Committee of the Regions7,

(1) Whereas Council Decision 94/728/EC, Euratom of 31 October 1994 on the
system of the European Communities' own resources8 amended the
determination of own resources for the year 1999 by capping the base of the
VAT resource at 50 % of gross national product ('GNP') at market prices,
and by reducing the maximum VAT call rate to 1.0 %;

(2) Whereas according to the said Decision the maximum ceiling of own
resources for 1999 was set equal to 1.27% of the European Union GNP at
market prices and an overall ceiling of 1.335% of the European Union GNP
was set for commitments appropriations;

(3) Whereas the European Council meeting in Berlin on 24 and 25 March 1999
reached certain conclusions;

(4) Whereas the Union’s own resources system must ensure adequate resources
for the orderly development of the Union’s policies, subject to the need for
strict budgetary discipline;

3 OJ C xxx, x. xx. 1999, p. xx.
4 OJ C xxx, xx. X. 1999, p. xx.
5 OJ C xx, XX. X. 1999, p. x.
6 OJ C xxx, xx. X. 1999, p. xx.
7 OJ C xx, XX. X. 1999, p. x.
8 OJ L 293, 12.11.1994, p. 9.
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(5) Whereas the system should be equitable, transparent, cost-effective and
simple;

(6) Whereas the system should be based on criteria which best express each
Member State’s ability to contribute;

(7) Whereas it is appropriate that the best quality data are used for the purposes
of the EU budget and its own resources; whereas the application, upon the
entry into force of a new decision repealing Council Decision 94/278/EC,
Euratom, of the new system of integrated economic accounts in accordance
with Council Regulation 2223/96 (ESA 95)9 will improve the quality of
measurement of national accounts data; whereas the use of the new system
might result in a change in the maximum amount of resources made available
to the EU corresponding to the GNP ceilings expressed as a percent of GNP;
whereas it is appropriate to adapt the ceiling expressed as a percent of GNP
so as to maintain unchanged the amount of financial resources put at the
disposal of the Union; whereas reliable estimates of EU GNP according to
both the ESA 95 and the ESA second edition will become available with
some delay; whereas it is appropriate to establish a formula for the
determination of the new ceilings to be used in connection with the GNP
calculated according to ESA 95, to be applied at the time of the entry into
force of the current Decision;

(8) Whereas it is appropriate that the same methodology be used in the future on
the occasion of changes in the national system of accounts which may have
significant effects on the level of GNP;

(9) Whereas the European System of Accounts (ESA 95) adopted by the Council
by Regulation 2223/96 does not explicitly contain the concept of GNP and
the definition of GNP should be introduced therein; whereas it is necessary to
adapt Council Directive 89/130/EC, Euratom10 to take account of Regulation
2223/96 (ESA 95);

(10) Whereas an orderly progression of commitment appropriations and payment
appropriations should be ensured;

(11) Whereas, in order to further continue the process of making allowance for
each Member State's ability to contribute to the system of own resources and
of correcting the regressive aspects of the current system for the least
prosperous Member States the European Council reached the conclusion that
the Union's financing rules will be amended as follows:

– the maximum rate of call of the VAT resource will be reduced to
0.75% in 2002 and 2003 and to 0.50% from 2004 onwards,

– the value added tax base of the Member States will continue to be
restricted to 50 % of their GNP;

9 OJ L 310, 30.11.1996, p. 1.
10 OJ L 049, 13.02.1989, p. 26.
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(12) Whereas the European Council has considered appropriate to adapt the
amount retained by Member States to cover the costs of collection,
monitoring, fraud-fighting and reporting in connection with the so-called
traditional own resources paid to the budget of the European Union; whereas
it is desirable to improve further the effectiveness of the management of
these resources and, for reasons of transparency and good financial
management, Member States must account for all anomalies encountered in
the operation of the collection systems;

(13) Whereas the budgetary imbalances should be corrected in such a way as not
to affect the own resources available for European Union policies;

(14) Whereas the European Council of 24 and 25 March 1999 concluded that the
manner for calculating the correction of budgetary imbalances defined in
Decision 88/376/EEC, Euratom and confirmed by the Decision 94/728/EC,
Euratom, should be modified to exclude the windfall gains resulting from
changes in the financing system and from future enlargement;

(15) Whereas the European Council of 24 and 25 March 1999 concluded that the
financing of the correction of budgetary imbalances in favour of the United
Kingdom should be modified to allow Austria, Germany, the Netherlands
and Sweden to see a reduction in their financing share to 25% of the normal
share;

(16) Whereas the monetary reserve, hereinafter referred to as 'the EAGGF
monetary reserve', the reserve for the financing of the Loan Guarantee Fund
and the reserve for emergency aid in non-member countries are covered by
specific provisions;

(17) Whereas the European Council of 24 and 25 March 1999 invited the
Commission to submit, before 1 January 2006, a report reviewing the
operation of the own resources system and, in particular, the effects of
enlargement on the financing of the budget; whereas the report should also
review the correction of budgetary imbalances granted to the United
Kingdom as well as the granting to Austria, Germany, the Netherlands and
Sweden of the reduction in the financing of the budgetary imbalances in
favor of the United Kingdom; whereas the report should also address the
feasibility of creating new autonomous own resources as well as
arrangements for the possible introduction of a fixed uniform rate applicable
to the VAT assessment bases;

(18) Whereas provisions must be laid down to cover the changeover from the
system introduced by Decision 94/728/EC, Euratom to that arising from this
Decision;

(19) Whereas the European Council provided that this Decision should take effect
on 1 January 2002,
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HAS LAID DOWN THESE PROVISIONS, WHICH IT RECOMMENDS TO THE
MEMBER STATES FOR ADOPTION:

Article 1

The Union shall be allocated resources of its own in accordance with the rules laid
down in the following Articles in order to ensure, in accordance with Article 269 of
the EC Treaty and Article 173 of the Euratom Treaty, the financing of its budget.

The budget of the Union shall, without prejudice to other revenue, be financed
wholly from the Union's own resources.

Article 2

1. Revenue from the following shall constitute own resources entered in the
budget of the Union:

a) levies, premiums, additional or compensatory amounts, additional
amounts or factors and other duties established or to be established by
the institutions of the Union in respect of trade with non-member
countries within the framework of the common agricultural policy, and
also contributions and other duties provided for within the framework
of the common organization of the markets in sugar;

b) Common Customs Tariff duties and other duties established or to be
established by the institutions of the Union in respect of trade with
non-member countries and customs duties on products coming under
the Treaty establishing the European Coal and Steel Community;

c) the application of a uniform rate valid for all Member States to the
harmonised VAT assessment bases determined according to EU rules.
The assessment base to be taken into account for this purpose shall not
exceed 50 % of GNP for each Member State;

d) the application of a rate - to be determined pursuant to the budgetary
procedure in the light of the total of all other revenue - to the sum of all
the Member States' GNPs.

2. Revenue deriving from any new charges introduced within the framework of
a common policy, in accordance with the Treaty establishing the European
Community or the Treaty establishing the European Atomic Energy
Community, provided the procedure laid down in Article 269 of the Treaty
establishing the European Community or in Article 173 of the Treaty
establishing the European Atomic Energy Community has been followed,
shall also constitute own resources entered in the budget of the Union.

3. Member States shall retain, by way of collection, monitoring, fraud-fighting
and reporting costs, 25 % of the amounts referred to in paragraph 1 (a) and
(b), which have been established after 31 December 2000. For amounts
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established or which should have been established before that date, the
applicable rate of retention shall be 10 %.

4. The uniform rate referred to in paragraph 1 (c) shall correspond to the rate
resulting from the difference between:

a) the maximum rate of call of the VAT resource which is fixed at

– 0.75 % in 2002 and 2003

– 0.50 % from 2004 onwards,

and

b) a rate ("frozen rate") equivalent to the ratio between the amount of the
compensation referred to in Article 4 and the sum of the VAT
assessment bases (established in accordance with Article 2 (1) (c)) of
all Member States, taking into account the fact that the United
Kingdom is excluded from the financing of its correction and that the
share of Austria, Germany, the Netherlands and Sweden in the
financing of the UK correction is reduced to one fourth of its normal
value.

5. The rate fixed under paragraph 1 (d) shall apply to the GNP of each Member
State.

6. If, at the beginning of the financial year, the budget has not been adopted, the
previous uniform VAT rate and rate applicable to Member States' GNPs,
without prejudice to the provisions adopted in accordance with Article 8 (2)
as regards the EAGGF monetary reserve, the reserve for financing the Loan
Guarantee Fund and the reserve for emergency aid in third countries, shall
remain applicable until the entry into force of the new rates.

7. For the purposes of applying this Decision, the Council, ruling unanimously
on a Commission proposal and after consultation with the European
Parliament, will adopt by means of a Regulation the definition of GNP which
must be incorporated in Regulation 2223/96 EC as well as a new GNP
Directive which will replace Directive 89/130/EC, Euratom.

Article 3

1. The total amount of own resources assigned to the Union to cover payments
appropriations may not exceed a certain percentage of the total GNPs of the
Member States. This percentage, expressed in two decimal places, will be
determined by the Commission in December 2001 on the basis of the
following formula:

1995ESAGNP200019991998

ESAGNP200019991998
1.27%resourcesownMaximum

editionsecond

++
++

∗=
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2. The commitment appropriations entered in the general budget of the Union
must follow an orderly progression resulting in a total amount, which does
not exceed a certain percentage of the total GNPs of the Member States. This
percentage, expressed in two decimal places, will be determined by the
Commission in December 2001 on the basis of the following formula:

1995ESAGNP200019991998

ESAGNP200019991998
1.335%ionsappropriatcommitmentMaximum

editionsecond

++
++

∗=

An orderly ratio between commitment appropriations and payment
appropriations shall be maintained to guarantee their compatibility and to
enable the ceilings mentioned in paragraph 1 to be respected in subsequent
years.

3. The Commission shall communicate to the budgetary authority the new
ceilings for own resources before 31 December 2001.

4. The same procedure described in this Article, paragraphs 1 and 2, will be
followed in the case of modifications of the European system of integrated
economic accounts (ESA) which result in significant changes in the level of
GNP.

Article 4

The United Kingdom shall be granted a correction in respect of budgetary imbalances.

This correction shall be established by:

a) calculating the difference, in the preceding financial year, between:

– the percentage share of the United Kingdom in the sum of uncapped
VAT assessment bases,

and

– the percentage share of the United Kingdom in total allocated
expenditure;

b) multiplying the difference thus obtained by total allocated expenditure;

c) multiplying the result under (b) by 0,66;

d) subtracting from the result under (c) the effects arising for the United
Kingdom from the changeover to capped VAT and the payments referred to
in Article 2 (1) (d), that is the difference between

– what the United Kingdom would have had to pay for the amounts
financed by the resources referred to in Article 2 (1) (c) and (d), if the
uniform rate had been applied to non-capped VAT bases,



14

and

– the payments of the United Kingdom resulting from the application of
Article 2 (1) (c) and (d);

e) from the year 2001 onwards, subtracting from the result under (d) the gains
of the United Kingdom resulting from the increase in the percentage of
resources referred to in Article 2 (1) (a) and (b) retained by Member States to
cover collection and related costs;

f) at the time of each enlargement of the EU an adjustment to the result under
(e) shall be calculated to reduce the compensation thereby ensuring that
expenditure which is unabated before enlargement remains unabated after
enlargement. This adjustment shall be made by reducing total allocated
expenditure by an amount equivalent to the annual pre-accession expenditure
in the acceding countries.

All amounts so calculated shall be carried forward to subsequent years and
shall be adjusted annually by applying the Euro GNP deflator used for the
adaptation of the Financial Perspective11.

Article 5

1. The cost of the correction shall be borne by the other Member States in
accordance with the following arrangements:

The distribution of the cost shall first be calculated by reference to each
Member State's share of the payments referred to in Article 2 (1) (d), the
United Kingdom being excluded; it shall then be adjusted in such a way as to
restrict the share of Austria, Germany, the Netherlands and Sweden to one
fourth of the shares resulting from this calculation.

2. The correction shall be granted to the United Kingdom by a reduction in its
payments resulting from the application of Article 2 (1) (c) and (d). The costs
borne by the other Member States shall be added to their payments resulting
from the application for each Member State of Article 2 (1) (c) and (d).

3. The Commission shall perform the calculations required for the application
of Article 4 and this Article.

4. If, at the beginning of the financial year, the budget has not been adopted, the
correction granted to the United Kingdom and the costs borne by the other
Member States as entered in the last budget finally adopted shall remain
applicable.

11 OJ C 172, 18.06. 1999, p. 3.
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Article 6

The revenue needed to cover in full or in part the EAGGF monetary reserve, the
reserve for the financing of the Loan Guarantee Fund and the reserve for emergency
aid in third countries, entered in the budget shall not be called up from the Member
States until the reserves are implemented. Provisions for the operation of those
reserves shall be adopted as necessary in accordance with Article 8 (2).

Article 7

Any surplus of the Union's revenue over total actual expenditure during a financial
year shall be carried over to the following financial year.

Any surpluses generated by a transfer from EAGGF Guarantee Section chapters, or
surplus from the Guarantee Fund arising from external measures, transferred to the
revenue account in the budget, shall be regarded as constituting own resources.

Article 8

1. The Union's own resources referred to in Article 2 (1) (a) and (b) shall be
collected by the Member States in accordance with the national provisions
imposed by law, regulation or administrative action, which shall, where
appropriate, be adapted to meet the requirements of Community rules. The
Commission shall examine at regular intervals the national provisions
communicated to it by the Member States, transmit to the Member States the
adjustments it deems necessary in order to ensure that they comply with
Community rules and report to the budget authority. Member States shall
make the resources provided for in Article 2 (1) (a) to (d) available to the
Commission.

Member States shall inform the Commission at regular intervals of any
anomalies having financial impact encountered in their collection process, in
particular those where they erroneously failed to establish the Union's
entitlement to the own resources referred to in Article 2 (1) (a) and (b) or
where those entitlements were not established in due time.

2. Without prejudice to the auditing of the accounts and to checks that they are
lawful and regular as laid down in Article 248 of the Treaty establishing the
European Community and Article 160C of the Euratom Treaty, such auditing
and checks being mainly concerned with the reliability and effectiveness of
national systems and procedures for determining the base for own resources
accruing from VAT and GNP and without prejudice to the inspection
arrangements made pursuant to Article 279 (c) of the EC Treaty and Article
183, c) of the Euratom Treaty, the Council shall, acting unanimously on a
proposal from the Commission and after consulting the European Parliament,
adopt the provisions necessary to apply this Decision and to make possible
the inspection of the collection, the making available to the Commission and
payment of the revenue referred to in Articles 2 and 5.
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Article 9

The Commission shall submit, before 1 January 2006, a report reviewing the
operation of the own resources system and, in particular, the effects of enlargement on
the financing of the budget. The report shall also review the correction of budgetary
imbalances granted to the United Kingdom as well as the granting to Austria,
Germany, the Netherlands and Sweden of the reduction referred to in Article 5 (1).
The report shall also address the possibility of modifying the structure of the own
resources by creating new autonomous own resources as well as arrangements for the
possible introduction of a fixed uniform rate applicable to the VAT base.

Article 10

1. Member States shall be notified of this Decision by the Secretary-General of
the Council and the Decision shall be published in the Official Journal of the
European Communities.

Member States shall notify the Secretary-General of the Council without
delay of the completion of the procedures for the adoption of this Decision in
accordance with their respective constitutional requirements.

This Decision shall enter into force on the first day on the month following
receipt of the last of the notifications referred to in the second subparagraph.
It shall take effect on 1 January 2002 except for Article 2 (3) and (4), which
shall take effect on 1 January 2001.

2. a) Subject to (b), Decision 94/728/EC, Euratom shall be repealed as of
1 January 2002. Any references to the Council Decision of 21 April
1970 on the replacement of financial contributions from Member States
by the Communities own resources12, to Council Decision
85/257/EEC, Euratom of 7 May 1985 on the Communities' system of
own resources13, to Decision 88/376/EEC, Euratom14, or to Decision
94/728/EC, Euratom shall be construed as references to this Decision.

b) Articles 2, 4 and 5 of Decisions 88/376/EEC, Euratom and 94/728/EC,
Euratom shall continue to apply to the calculation and adjustment of
revenue accruing from the application of a uniform rate valid for all
Member States to the VAT base determined in a uniform manner and
limited between 50 % to 55 % of the GNP of each Member State,
depending on the relevant year, and to the calculation of the correction
of budgetary imbalances granted to the United Kingdom for the years
1988 to 2000.

12 OJ L 94, 28. 4. 1970, p. 19.
13 OJ L 128, 14. 5. 1985, p. 15. Decision repealed by Decision 88/376/EEC, Euratom
14 OJ L 185, 15. 7. 1988, p. 24.
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Done at Brussels/Luxembourg,

For the Council
The President


