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Modification to three draft regulations caused by the necessity to make

changes in the mgthods of financing the Budget.

Communication by the Commission to the Council and the Parliament

SUMMARY

l, This communication bring
orities, proposed changes in
submitted by the Commission

(a)

|

together, for approval by the budgetary auth~
the following three drafi Regulations already

Decision of 21 April 1970 on the replacement of financial contributions

£rom Member States by the Communities' Own Resources

(v)

?

the draft regulation modifying Regulation 2/71 which implements the
the Draft Regulation introducing VAT as an Owh Resource following approval

of the Sixth Directive 3

(e)

2.
package because they are 1

the methods of financing thel Budget.

the Draft Regulation am ding the Financial Regulation of 25 April 1973.

The budgetary authoritiep are asked to consider these changes as one

ed together by the fact that they all influence
They result from the following situations

which will arise for the first time on lst January 1978.

(a)

The end of the relative
tinuvation for {iwo years

limits to the financial

(v)

share system of financing the Budget but the con-
» by Article 131 of the Treaty of Accession, of
‘burdens of the three new Member States,

The possibility that, at least in 1978, the part of the Budget not

covered by customs duties, agricultural levies and miscellaneous income

by a mixture of own resources arising from VAT

and of GNP contributions,

(c)

will have to be financ
The need to remove an inequity among Member States which would result in

1978 from the application of the VAT Regulation as at present drafted.

(a)
the end of the relativ
Own Resource,

Regulation 2/71

3.
Parliament a draft modificat

]

The need to find a sol tion to the problem of "cash flow" resulting from

share system and the introduction of VAT as an

On 2nd June 1976 the Commission adopted and sent to the Council and to

ion of Regulation 2/71 which mainly took account

of the introduction on 1lst January 1978 of the full Own Resources system, of
the new European Unit of Account and of the changes proposed in the Financial

Regulation,

Directive on VAT,
Commission's proposal.

4. It is now necessary to
light of events which have

to the "cash flow" problems referred to in paragraphs. 8 +to 11 below,

main modifications, which
are as follows ;=

The Parliament
opinion on the draft modific
The Coun

decided on 17 December 1976 to postpone its
ations wntil the Council had adopted the Sixth
cil has not yet concluded its discussion of the

end the Commission's original proposal in the
iince taken place and in order to find a solution
Tre
e been incorporated into a new draft regulaticn,



(a) A new proposal that the Member States should pay one twelfth each month
(from January to December) of the amount arrived at by applying the
Community VAT rate to the forecast amount of its tax base, The reason
for this are set out in paragraphs 5 and.6 below, ,

(b) A new proposal that temporary difficulties of "cash flow" should be
covered by overdrafts; see paragraphs8 to 11 below,

(¢) In its original proposal in 1976 the Commission proposed that the two-
fifths rule of Article 131 should be applied at the time of the prepar-
ation of the 1978 Budget and that the resulting effect should not be
changed in the light of the actual out=turn of the 1978 accounts. The
further study of Article 131, which has been necessary because of the
disagreement among the Member States on the Commission's interpretation,
has convinced the Commission that this proposal should be changed.
Firstly, because Article 131 starts by saying that with effect from lst
January 1978 the Own Resources shall be due in full by the new Member
States, subject to the 2/5ths rule; it therefore seems to be more correct,
to apply the Own Resources system fully in the Budget and to correct the
results after the actual out—turn of 1978 is known. Secondly, an applic=
ation of the 2/5ths rule at the time of the establishment of the Budget
would result in one rate of Community VAT for the Six and one for each of
the Three — i.e. four rates of Commumity VAT; Article 4 of the Deoision
of 1970 envisaged a similar situation if VAT had been applied during the
relative share era and provided for the application of only one VAT rate
and for corrections at the end of the year bilaterally between Member
States., .This latter method is now thought to be correct and it has been
incorporated in the new text of Regula:l_;ione/?l. This does not, however,
imply any change in the Commission's interpretation of Article 131,

4

5, The Regulation on VAT
The draft Regulation applying VAT as an Own Resource provides that the
"establishment" of VAT made during a budgetary yeear should be imputed to
that year, as is at present the case with customs duties and agricultura

levies; an- "establishment™ is, broadly speaking, defined as the receipt by

the natiomal adminisiration of a declaration by & taxpayer of his inputs
and outputs for a prior period, The Commission was aware that this woul
mean that in the first year (1978) a proportion of the year's VAT would
be oredited to the following year (because declarations by taxpayers are
necessarily in arrears) and that the proportions might be marginally dif:

ferent for different Member States, It has, however, recently been estab-

lished that the proportions are so different as to produce an umacceptable
inequity between Member States,

6. The Commission has reconsidered this question and now proposes that each
Member State should pay one twelfth each month (from January to December
of the amount arrived at by applying the Community VAT rate to the fore—
cast amount of its tax base, In the following year the aoctual amount o

the VAT Own Resources of the first year would be established and an adjupt-
ment would be made which would be oredited or debited to the accounts of|the

second year. This method would preserve ‘the principle that it is the

Resources which are established which should be transferred to the Comm ity;

it would remove the inequity which would otherwise exist in the first year;

and, very importantly, it would go a long way towards solving the problem of

'cash flow', which is mentioned in paragraphs 8 +to 11 , because th
Community would receive itwelve months of VAT in the first year.

Te The draft VAT Regulation has therefore been amended so as to exclude refIrﬁnce

to the budgetary and accounting aspects and to deal only with the princi

leas

o oo
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of establishing VAT as an Own [Resource and of the methods of control .. +this
establishment by the Commission, The opportunity has also been taken of incoh=-
perating modifications proposéd by the Parliament which can be accep?=? by the
Commission. The new preposals referred to in paragraph 6 above have been
incorporated in the revised vFrsion of Regulation 2/71.

- \

The problems of "cash flow"”

8. In its communication to the Joint Council meeting of 5 April 1977 the Commission
referred to the problem of the "gap" of about 2000 m,u.a. which would occur at
{the beginning of 1978 - corresponding to about three months of payments vhich
would not be covered by the flow of revenue from customs duties, agriculiural
levies and VAT established in 1978, The Commission said that this could be
solved by an advance from the Member States or by borrowing on the capita’
market. The Commission also | referred to the continuing possibility that the
flow of revenue from Own Resources would temporarily not match the expendiiure
flow and that short—term borrowings would be needed,

|
9. The Commission has been consi¢ering various solutions to this problem. It is
now of the opinion that the ? t is too large to be covered by borrowing and
that to cover it by an advance from the Member States would not be consistent
with the principle of the financial autonomy of the Community.

10. The best solution to the probiem of the 'gap'! seems to be to proceed as follows:~

a) Adopt the proposal referred to in paragraph 6 above which would have the
gr
effect that VAT payments would start in January 1978.

(b) Revert to the Commission's original proposal in the modifications to the
Financial Regulation that the receipts side of the Budget and of the annual
accounts should be related to the actual cash received between 1st January
and 31 December, This would have the effect that customs duties and agrice—
ultural levies received 1978 but relating to 1977 would be credited to
1978; this would reduce| by the same amount the Own Resources of 1977 but
the difference could be covered by GNP contributions under the existing
system and with the limits of the relative share of each Member State., The
original proposal was withdrawn because of objections of principle by the
Parliament but, in agreeing to do so, Mr, CHEYSSON expleined the 'cash flow"
difficulties which this would involve; since no other solution to the "cash
flow" problem can be foumd the Commission feels obliged to repeat its orig—
inal proposal, This means that a modification must be made to the drafi
Financial Regulation as it now stands; this is shown in the document amnexed
to this commmication.,

11, There are two other problems of "cash flow" :-

(a) BEven if the total receipts for a year correspond with the forecasts in the
Budget and there is no surplus or deficit at the end of the year, they are
not likely to coincide month by month with the flow of payments and there
may therefore be tempor: cash deficits,.

(b) If the receipts written into the Budget are overestimated there will be a
structural deficit which will be carried over to the following year's
Budget; +this also would vproduce a cash deficit but it would be of longer
duration —pérhaps, on average, as much as 12 months,

Resolution of this problem by|a system of advances by Member States as was said
above, would not conform with| the principle of the finanocial autonomy of tae
Community. It seems to be best, therefore, to meke an addition to Regulation
2/71 providing that the Commission be given the power to arrange overdrafis,
The new Regulation 2/71 attached to this commumicatioa mekes this proposal.
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12. The Budgetary Authorities are therefore asked to approve :-

(a) the new text (attached) of a draft Regulation replacing Regulation 2/71;

(b) the attached draft regulation modifying the original draft regulation on
VAT (a list of the modifications is attached as an aide-mémoire);

(c) the attached draft regulation modifying the original draft Financial Regulati
(a Llist of the modifications is attached as an aide-mémoire).
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Brussels, 5 July 1977

lementing the Decision of 21 April 1970

on the replacement of finaneial contributions from Member States by

the Communities! own resourges

Explanatory memorandum

1. As 1978 will be a turning-point in the history of the Budget
of the European Communitiep, it will inevitably see changes to
Regulation No 2/71 conce i

arrangenents.

the operation of the own resources

The entry into force of the Sixth VAT Directive entails the laying

down of procedures for thejacoounting, making available and administration
of this new own resource, ®ince it is markedly different from the resources
acceruing from customs duties and agricultural levies. Rules must also

be laid down concerning the prinoiples governing the determination and
control of VAT own resources: <these provisions have been incorporated

in another Regulation, separate from Regulation No 2/71, in order to

avoid a series of cross references or exceptions which would be necessary

in order to distinguish between customs resources and fiscal resources.

Although Regulation No 2/7ﬂ‘concerns resources which by definition are
established, collected and paid over by the Member States in their
respective national currencies, the use of the EUA in the Community

Budget as from 1 January 1978 necessitates certain provisions: although
the Sixth VAT Directive is!to apply from 1 January 1978, provision

must also be made for a Member State's inability to fulfil thﬁs obligation.
The method of calculating the GNP scale for VAT purposes must therefore

be laid down; it seemed appropriate to change the rules in order to

bring the caloculation meth damore up to date as regards the value of

the various currencies. £

For the original Member States, 1978 will mark the beginning of the
final period, in whioch the special provisions on "relative shares"
(which do not apply to the inew Member States) are mo longer appropriate
and must be repealed.
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For the new Member étates, on the other hand, 1978 marks the
begiming of the penultimate stage in which there are still limits
to their financial contributions under certain conditions. The
procedures for calculating the limits, entailing the application
of Article 131 of the Act of Accession, are discussed elsewhere,
but Regulation No 2/71 governs how they are to be introduced into
the accounting process.

Lastly, the financing of the Community Budget from the Communities'
own resources, and certain provisions such as Article 4(5) of the:
Decision of 21 April 1970 concerning the carrying-over of surpluses
to the following financial year, usher in a financial autonomy such
that plans must be made for abandoning the preseni system of ad 8
as from 1978 and intoducing provisions enabling there o be
autonomous and effective administration of these resources. ' This
new approach does of course present cash~flow problems; it is
self-evident thaet even with a budget which is perfectly balanced
(not only as regards revenue and expenditure but also forecasis

and results) the assets available may not be encugh to cover
expenditure at certain times during the year. If, in addition,
the abovementioned balance is not achieved, it seems inevitable
that overdraft facilities, with their legal dbasis in

Article 18 of the Treaty of 10 July 1975,would be nceded. However,
with the provisions in force at present, the main cash~flow problem
would be the existence of a very big gap due to the time lag
_between the collection of reverme (iwo months after establishment
for customs duties and agriculiural levies, and longer for VAT if
the same principles are applied) and the effecting of expenditure.

The emendment to Regulation No 2/71 therefore entails recasting the
arrvangements in force in order to reduce this gap and proposés the
introduction of a cash tuiget for reveme necessitating an smendment
to certain provisions of the draft Finanocial Regulation applicable
to the Budget of the Buropemn Communities and the draft VAT

Financial Regulation which are both before the Budgetary Authority.

1'Ifb.ie: &ap would be filled completely as result of an amendment to +

_ draft VAT Regulation to make provision for a monthly payment (from
Jarmmary to December) of ome~twelfth of the VAT own resources forecadt
in the Budget. Provision is also made for calling each month for
.the advance payment of own resources other than those acoruing from VAT.
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2e ir. view of the magzi#nﬂa of the amendments snvisaged. it seouad

wise to withdraw the proposal for an amendment o Reguliation No 2/71
presented in June 1976, which, througn the force of circumstances, could
not incorporate all these amendments, and put forward a new "Regulation
implementing the Decision of 21 April 1970 on the replacement of
financial contributions from Member States by the Communities' own

( of the provisions of the existing Regulation

resources'’ embodying as m
as possible and, in its 1 # Article, repealing Regulation No 2/71.

The new text of the Hegul tion is accompanied by iwo papers setting out
the amendments to be made t§ the Financial Regulation applicable to the
General Budget of the péan Communities and to the VAT Regulation.
The latter also inoorporaﬂa* the amendments proposed by Parliament on
16 June 1977 which the Commission can accept.

3. The text of the new ﬁréposal has the following siructure:
|

Title I — General provisi

irtually all the original text apart from
ireasons, to two time limits in Articles 3
Jthe VAT Regulation in Article 1 to take into
account its scope. Article 6 has been retained, apart from paragraphs 3

Articles 1 to 5 take over
an amendment, for practic
and 5, and the reference %
and 4 which are superfluous.'in a cash budget system. Fresh provisions
have been introduced in paragraph 2 and in the new paragraph 3 which -
concern VAT establishments These new provisions are necessary because,
unlike the own resources Qm customs duties and agriocultural levies,'
the own resources accruing firom VAT can legitimately be established long
after the end of the finanbﬂal Year in question., For reasons of

presentation, Article 10 hks‘been switched to Article 7.

Title II:~ Making availabl ing over the own resources

Article 8 corresponds to ‘iole T of Regulation No 2/71. The new
Article 9 defines the method of calculating the VAT rate, highlighting
the automatic nature of this calculation.

Article 10 derives from :
fact of embarking on the f ngl period, when the dynamic brakes will be
taken off, entails the deletion of the references to Article 3(3) and
Article 4(1) on the Decision of 21 April 1970.


collsvs
Text Box

collsvs
Text Box


Article 11, a new Article, is the heart of the system proposed, a sysiem -
which is based on having a cash budget for revemue (hence the proposal for
an amendment to Article 5 of the Financial Regnlation applicable to the
General Budget of the Earopean Communities); moreover, it flows from the
need to amend the proposal for a VAT Regulation as regards the budgetary
booking of establishments. The information given by the Member States
indicates that the pattern of declaration by taxable persons differs
considerably from Member State to Member State, generating — with the
arrangements envisaged initially - distortions, directly proportional to
these differences, in the making available of the resources accruing

from VAT. The Commission therefore proposes to delete Article 5(3) of the
VAT Regulation which provides for VAT own resources to be included in the
Community accounts on the basis of monthly establishmenis, and to adopt

a system based on twelths as explained above. (1)

As already mentioned, the cash budget for reverme bridges only part of the
cash—-flow gap: in a year's budget this gap represents three months of
the Community's existence = two of which arise because the revemue is

paid over two -months after collection and the third because the Community
institutions need their operating funds for each month, particularly for
the EAGGF, in the month before.

Consequently, Article 11 provides for the advance payment of one month of
own resources accruing from customs duties and agricultural levies in
order that the Commission should receive, by 20 December of each year,
these own resources for Jamary of the ensuing year (in a cash budget thesel
‘resources would therefore match the amounts established by the Member
States in November). The adjustment will be made in the following month
within the time limit of 45 days (which is increased to 50) laid down at
present for the making available of own resources to the Commission;. the
advance payment of own resources for February will be made simltaneously

and in the same conditions, and so-on.

(1) This solution involves a reductton in the rate of VAT since from the filrst
year it will be possible to calculate the ‘latter by reference to the whole
tax-base. . .
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Provision is also made for iA'I‘ resources or, where appropriate,

GNP contributions to be pai in twelfths of the amounts budgeted for, in
order to obtain a regular pq‘tttern of the payment. Assuming a budget where
expenditure and revemue follow the same monthly rhythm and reverme consists
half of VAT resources and h of customs and agricultural resources, the
Commission would have at its disposal on the twentieth day of each month

a sum enabling it to make appropriate downpayment on the EAGGF advances,
or even pay them in their irety, the following month. On the first

day of the following month it would receive the remainder needed to pay the
balance, if any, of the F advances and to finance the other expenditure,
the cash-flow gap being completely closed in this manner.

The proposed provisions als (include the procedures for the settlement of
these payments:  there would be an adjustment towards the middle of the
following financial year ed, as regards VAT, on the amounts actually
established for ihe prec ' financial year and, as regards any

GNP contributions, on the distribution forecast in the btudget in question
between the latter and the At[' resources. The adjustment in question
represents a modification of the revemue for the financial year in which
the adjustment is made, in h a way as not to interfere with the closing
of the accounts for the finimpial year just enmded.

Artiocle 12 contains the sam ?i:rovisions on interest on defaulted payments

as those of Regudlation No 2/T1, with more specific details concerning time
limits.

Article 13 is virtually a synthesis of the proﬁsions of Articles 11 and 12
of Regulation No 2/71 and fcle 38 of the Financial Regulation of
25 April 1973, the main differences being as follows:

(2) The text has been made
of financial autonomy.

fre flexible to allow of the full application

1
¢
!

(b) In view of the new ents, the advances on future own resources

have been deleted.

(c) Provisions is made for cuvering exchange rate risks by spreading the
Commission's holdings in the various ¢urrencies in such a way as to
reflect the structure of the European currency basket.
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Title 111 - Management of Cash Resources

As regards the cash position, it was necessary {o envisage itwo other
deficit~producing situationss

1 Where expenditure exceeds revenue in a given month.
2. Where the own resources collected are below the initial forecasis,
producing a defioit for the finanoial year ("structural deficit").

Artiocle 14 makes provision not only for the first eventuality, a . . __
e purely cash pro'blem, 'bu'l:. also for the second, -a budgetary problem which -
~also has an. impact or cash Flow," 'by ‘allowing recourse to overdrafis,
- Budgetary provisions to cover this ‘type ‘of deficit are contained im -
Artiocle 18, Articles 15 to 17 lay dovm the conditions for repaying the -
* abovementioned a.dirances, and the possibili‘l;y of _plaéing sums which .
-become available in the treasury accounts;’ " these articles also lay
- dowm’ 'bhe accownting cri'ter:la for interests, and provide for the informing
- Of the VMember - S'ba-bes. e e N e e

Article 18 has been worded in an attempt to bring forward as much as
possible the time when a "struotural" deficit or surplus can be correoted
in budgetary terms. - Under Article 29 of the Finanocial Begulation
applicable to the General Budget of the European Communities, the balance
for a financial year ™a" is carried over to the financial year "n" +'2,
since this balance is not calculated until the financial year "a" + 1.
Article 18 lays down that, for own resources only, an estimate is to

be made in November of the total amounts collected in the financial year,
an estimate based therefore on data for 11 months and thus fairly close
to the ultimate result.

By making a comparison with the forecasts for the financial year, it
would be a simple matier {o evaluate the probable difference, which,
pursuant to the same Article, would be charged to the Budget for the
following financial year which will be in the prooess of adoption at
the timé of the aboveﬁen'bioned evalua.tion; The text of Articles 14 to
18 is new.
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Title IV Procedure
the new Me

-13 =

application of the financial participation of

or States and, where appropriate, the provisions

of Article 4(2) and (3) of the Decision of 21 April 1970

This Title, consistin
of Articles 131 and 1
calculating the GNP s

-of two articles, lays down rules for the application
'of the Aot of Accession and the method of
(le when the provisions of Article 4(2) and (3)

of the Decision of 21 April 1970 are to be appliede.

In the proposal for an smendment to Regulation No 2/71, presented in

June 1976, the first p

roblem was tackled differently from the approach

now envisaged, since at that time some of the aspects had not been fully

appreciated. In the

meantime, as a result of the disagreement between

the Member States on the interpretation of Article 131 of the Act of

Accession, the provisi
depth and the logical
by direct compensation
the total amounts coll

ons in question have been analysed in greater
aonclusion has been to apply them subsequently
’$etween the Member States, leaving unchanged
qéted for the Budget of the European Commumnities.

This conclusion is imposed by the following factors:

(i) if the ceiling on the shares of the new Member States in 1978
was to be applied'in the process of adopting the Budget, this
could only be a provisional arrangemént, since the ceiling must

be calculated fr
(ii) even if this app

o data for 1977 which are not known at this time;
rQa.ch had {0 be adopted, it would be necessary

to apply diff
the provisions
(iii) the situation o
original Member
provisions were

Article 20, which conc
of Regulation No 2/71,

% VAT rates, which does not seem compatible with
‘the Deoision of 21 April 1970 on own resources;
the new Member States is similar to that of the
lates between 1975 and 1977 for which similar
pted.

xfns GNP, reproduces  the existing text of Article 22
merely amending the method of calculating the

GNP scale. It seemed fairer, in a financial year using the EU4, to

update the data used £

caloculating this scale by using the GNP for
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a year closer to thet in question ("n" - 2 instead of the average for
the years ™a" - 5/"" — 3) and by applying the data in proportion to
the average of the EUA rates for the same year.

Title y : Procedure for the agglication of Article ﬂgzz of the Decision

of 21 April 1970

Article 21 corresponds to Article 24 of Regulation No 2/71; +he amendments
made are all of a technical nature to take into account the distinction
between appropriations for commitment and appropriations for payment,

the creation of a cash budget for revenue and the use of the EUA in that
budget.

Title VI: Provisions concerning measures of control

Articles 22 to 24 correspond to the existing Articles 13 to 15 of
Regulation No 2/71 to which some minor technical adjustments have been
made and which have heen amended to take in the creation of the European
Court of Auditorse

Title VII: Provisions relating to the Advisory Committee on Own Resources;

final provisions

Articles 25 and 26 correspond to Articles 25 and 26 of Regulation No 2/71;
Article 27 is a new one which, among other things, repeals Regulation No 2/11.

Articln 12 and Articles 16 to 22 of Regulation Fo 2/71 have been deleted,
the fir: * because of the principle of financial autonomy, the others
because ihe "relative shares" laid down in the Decision of 21 April 1970
will ceass ‘o apply from 1978.
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e 15 -

d-.-..----.(EEC’ EURATOM’ ECSC) Of the COUﬂC'“.

implementing the Deg
financial contributi

own resources.

—

ision of 21 April 1970 on the replacement of
dns from Member States by the Communities'

THE COUNCIL OF THE dROPEAN COMMUNITIES,

Having regard to the Treaty establishing the European Coal and Steel

Community, and in particular 78f thereof,

Having regard to the Treaty establishing the European Economic Community,

and in particular Article 209 thereof,

Having regard to the Treaty establishing the European Atomic Energy
Community, and in particular Article 183 thereof,

Having regard to th
Commission of the Ei
thereof,

Treaty establishing a single Council and a single

iropean Communities and in particular Article 20

Having regard to thL Treaty amending certain financial provisions of the

. Treaties establishir

g the European Communities and of the Treaty esta-

blishing a single Council and a single Commission of the European

‘Communities,

Having regards to tb

- of financial contri

1ei Council Decision of 21 April 1970 on the replacement

utions from Member States by the Communities' own

. resources (1), henc forth referred to as the Decision of 21 April 197(,

and particularly Artitle 6 thereof,

- Having regard to th ‘proposal from the Commission,

Having regard to th

Whereas the principl

the fundamental elej

system will be full

Whereas the Communit

- as referred to in Artficle 4 bf’thé_ggcision of 21 April 1970, the

-t arns

entering as revenue
blished,

‘opinion of the European Parliament,

e of the financial autonomy of the Communities is

eﬁt of the system of own resources, and whereas this
applied as from 1978,

tips are to have full disposal of their resources

of which necessar{ky follows from the amounts esta-

.70 p. 19

(1)J.0. L.94 of 28.4
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Whereas so far as own resources derived from VAT are concerned the
provisions of Article 22 of the Sixth directive of the Council reLatite
to VAT can create inequalities between the Member States in the makin
available of the said resources and that it is necessary to eliminate
these inequalities,

Whereas a new unit of account, called the European unit of account (ELAY,

will be applied to the budget as from 1978,

Whereas in order to guarantee the financing of the Communities’ budget
urder all conditions it is necessary to envisage the possibility of
the payment of financial contributions based on GNP and to bring into
force the corresponding key to take account both of its comparability
with the effective level of VAT own resources and of the introduction
- of the above EUA.

* Whereas the Treaty of 10 July 1975 envisages the taking of appropriate
measures to meet cash requirements should the need arise,

Whereas the .financing of the Communities’ budget entirely from own

. resources creates new cash problems the size of which imposes the need
. 'to anticipate appropriate provisions,

Whereas it is an advantage to be able to anticipate the particular provi=
sions for the implementation of Article ¢8) of the Treaty of Accession
- in respect of the new Member States and for the period of time laid
down by the said article,

Whereas the full application of the criteria set out above implies a
general amendment of Regulation 2/71 and that consequently it is deemed
necessary to repeal it,

- HAS ADOPTED THIS REGULATION.
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' PROPOSAL FOR A

Regulation No (EEC, Euratom, ECSC)

implementing the Decision of 21 April 1970 on the replacement of financial
contributions from Member States by the Communities' own resources

HAS ADOPTED THIS RBEGULATION:
TITLE I

General provisions
; Article 1
F . -
The Communities' own resources within the meaning of the Decision of 21 April 1970
hereinafter called *own resources') shall be established by Member States in

o6 with the own P sions d ; ;
; , shaii~1nr1mn&e’év&iiabte‘tb”tha“CbmmissiUn“zs”spéctfiéd”tﬁ”fhta‘
ﬁegulatlon,withoui prejudice to the provisions concerning revenue derived from
value added tax adopted by Council Regulation (EEC, Buratom, ECSC) of
(hereinafter called the *VAT Regulationt).

Article 2

A
1

'i; For the purposes of application of this Regulation, an entitlement shall be
deemed to be established as soon as the corresponding claim has been duly
determined by the appropriate department or agency of the Member State.

XIX/354/77-E

Proposal which replaces the proposal
for amendment of Regulation 2/71 of
2 June 1976.

Original text amended to include
reference to the VAT Regulation.

Unchanged.
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2, The competent department or agency of the Member State shall make a new
establishment where it becomes necessary to rectify an entitlement
established in accordance with paragraph 1.

t.icle 3

Member States shall tak¢ all requisite measures to ensure that the supportiﬁg
documents concerning established entitlemenis and the making available of own
resources are kept for five years.

Article

Fach Member State shall inform the Commission, at the latter® request:

(a) .f the names of the departments or agencies responsible for establishing
own resources and, where appropriate, their status;

(b) of the general provisions laid down by law, regulation, administrative
action relating to accounting procedure concerning the establishment
of own resources and their being made available to the Commission.

2. The Commission shall pass such information to other Hbmber States at
their request.

Proposal for amendment of 2 June 1576.

Unohanged.


collsvs
Text Box

collsvs
Text Box


Ay sl b e

-19 -

-
1

2 , Article 5

k.
ch Member State shall draw up yearly a closing statement of account together

hth a report on the establishment and control of own resources and shall forward
this to the Commission before [30 Jun_e] of the year following the financial year
in question.

w

Article 6

il. Accounts for own resources shall be kept by the Treasury of each Member

Original text with date changed to 30‘June
to bring it in line with the time limits in

Article 11.

N

» The established entitlements shall be entered in these accounts at the

test on the twentieth day of the second month following the month during which
%’he entitlements were established. However, with respect to own resources
_‘gécruing from VAT entitlements established after 31 December of each financial
year relating to operations carried out in the same_financial year shall be
included in these accounts at the latest by [50 Jun:e7 of the following financial

{%r.

f&, Each Member State shall forward to the Commission, within the same period,
& monthly statement of these accounts showing the position as regards the
entitlements established for the month in question.

An annual summary statement of amounts established in each financial year in
accordance with the provisions of Article 5 of the VAT Regulation shall be
sent to the Commission at the latest by /20 Jun_e7 of the following year.

| Unchanged. - / .

Original text apart from the

S - -

inclusion of special wordi




Article 11

i i be entered in the
« The entitlements established under Article 2(2) shall
lont,}rﬂy return corresponding to the date of the new establishment and shall be
added to or subtracted from ti:¢ total amount of established entitlements.

TITLE II

Provisions for making available and paying over the
Communities! own resources

Article 8

: ber
» Tre amount ol own resources established shall be oredited by each Mem
gﬁaf §oathe account opened with the Treasury for this purpose in the name of

- Tommission.

) the own resources accruing from VAT shall be ente:?ed in accordance
i;n:}elv:;; procedure laid down in Article 11(3) and (4). This account shall be

kept free of charge.

2, Fach amount shall be entered gross. In the thirty days following notification
of any entry, the Commission shall issue a transfer order in favour

of the Member State for the amounts corresponding to the standard refund for

the expenses incurred in collection as referred to in the fifth subparagraph

of Article 3(1) of the Decision of 21 April 1970.

TRefer to Article adjusting VAT contributions

Corresponds to Article 10(1) of original text.
The last subparagraph of para. 1 and para. 2
of . this Article have been deleted.,

Corresponds to Article 7 of original text.
Second subparagraph of parae. 1 reworded to
take account of VAT resources.
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The payments shall be converted into, and entered in the accounts in, units of
account as defined in Article 10 of the Financial Regulation on the basis of the
EUA quotations obtaining on the day corresponding to the final time limit for entry
or on first preceding day for which such quotation is available.

Article 9

The rate referred to in Article 2 of the VAT Regulation, expressed as a figure to four

decimal places, is laid down in the budget.

It is calculated as a percentage of the

estimated VAT assessment base in such a manner that it fully covers that part of the

New text concerning the method of
calculating the rate of VAT.

Communities' budget not financed from customs duties, agricultural levies, miscellaneous

revenue and, where appropriate, financial oontributions based on GNP.

1.

2.

1,

2.

Article 10

An estimate of the own resources to be paid over by each Member State, vhere
applicable, together with their contributions referred to in Article 4(2) and,(3) of
the Decision of 21 April 1970, shall be entered in the budget.

Payment of the amount actually established by the Member State for the kind of own
resources in question pursuant to Article 11 shall be obligatory.

Article 11

The own resources established referred to in Article 8(1) shall be entered at the
latest by the twentieth day of the second month following the month during which the
entitlement was established.

The Member States shall make payment of these resources one month in advance on the
basis of the information available to them on the fifteenth day of the same month.

Ezch payment shall be adjusted in the following month when the entry referred to in
para. 1 is made., This adjustment consists in making a negative entry of an amount
equal to that of the advance payment.

Corresponds to Article 8 of the proposal
for amendment of 2 June 1976
Para. 1 unchanged

Para. 2 amended in order to delete the
reference to contributions (explained in
Art., 11) and to include a reference to
VAT,

Article 11: Replaces Article 9 of the
proposal for amendment of 2 June 1976
Para. 1 deleted — Para. 2 becomes new
Para. 1

Para. 3 transferred to Article 12,

New paragraphs

Para., 2 refers to the procedure for
making an advance entry of customs duties
and agricultural levies.




3. Nevertheless, the own resources acoruing from VAT or, where appropriate, the

5e

o 22 oo

financial contributions based on GNP; shall be entered on the first day of each
month, the amount being .ne-tv-ifih of the total entered under this heading in

the budget.

Calculation of the one--tw .:.. for the month of January of each financial year
shall be based on thz ..ouiis entered in the draft budget; this amount shall be
adjusted when the -ext month's instalmsnt is paid. If the budget has not been
adopted before the beginning of the financial year; the twelfths shall similarly
be calculated from the.amounts entered in the draft budget; the adjusitment

shal . be made on the first due date following the adoption of the budget to

a’ ow the responsible authorities one clear calendar month.

sach Member State shall, in the light of the annual summary statement provided
for in Article 6(3), be debited with the amount of his establishment caiclitated

o the basis of the rate fixed for the previous financial year '
and creditea with the twelve payments made during that previous financial year.
Te Commission works out the balance and informs the Member Siates in good time
in order that the latter may:

— in the event of a debit balance, pay the difference on the Tirst of”
[Eugusﬂ of the same year, or

- in the event of a oredit balance, deduct the difference from the ‘twelfths
payable in respect of the current financial year, beginning with the payment
soheduled for the first of [Zugus_t]of the same years

With effect from 1 January 1979, those Member States having paid financial
contributions based on GNP during the previous financial year shall, on the due
dates given in para. 4 and by the same method, adjust the said financial
contributions so as to restore, on the basis of the actual yield from own
resources accruing from VAT, the original distribution in the budget between
the latter and the financial contributions based on GNP,

Para, 3 - procedurs for paying ®twelfths" of
VAT or GNP,

Para. 4 & 5 - final settlement of VAT and
GNP payments.
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6s Any change in the rate of VAT or, if appropriate, in the financial contributions
'based on GNP, occasioned by the a.dopt:{on of a supplemen'bary or amending budget shall
give rise to a readjustment of the twelfths which have fallen due since the
'beginning ‘of the financial years

'I'his ‘ad justment operation shall be carried out on the first due date following the
adoption of the supplementary or amending budget in order to give the respons:l.'ble
authorities a2 olear calendar month.

27. The operations referred to in paragraphs 4 and 5 constitute modifloa.'bions to
revenue in respeci of the financial year in which they occur.

Artiole 12

'Any delay in making the entry in the account referred to in Article 8 shall give
rise to the payment of interest by the Member State concerned at a rate equal to
the highest rate of discount ruling in the Member States on the due date. That
rate shall be increased by 0.25 of a percentage point for each month of delay.
The inoreased rate shall be applied to the entire period of delay.

Para. 6¢  Supplementary or

amending budgets.

Paras 7: Incorporation of final

settlements.

Corresponds to Article 9, para. 3
of the proposal for a.mené.men‘b of -
2 June 1976 ..
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TITLE 1IIX

MANAGEMENT OF CASH RESOURCES

.Article 1

l. The Commission shall have 2t its disposal the amounts credited to
the account referred to in Article 8 of this Regulation in order to
replenish the accounts via whic: . makes payments arising from the
implementation of the bude~' - .. the transfers intended, as regards
funds held in the form - ..rrency, to restore the structure of the EUA
basket so as to cove =hange risks, in accordance with the provisions
of Article 16 of the kegulation on the application of the EUA+,

The orders and instructions which the Commission sends to the Treasury
or to t.e apprupriate department of each Member State shall be carried
out 2 soon as possible,

- Tre adjustments provided for in Article 11(6), occasioned by a
su, :mentary or amending budget raising the rate of VAT or of the
contributions provided for in Artiocle 4(2) and (3) of the Decision of
21 April 1970, may be made in advance with the authorization of the
Council, acting by a qualified majority.

' 1Reserva:!;:i.oris expressed by Legal Service on Article 16
of the EUA Regulation.

N e

Replaces Article 11 of the proposal for amendment of
2 June 1976,

Paragraph 1 incorporates certain provisions of
Article 38 of the Financial Regulation of 25 April 1973.

Paragraph 2 has been modified to exclude advances on
own resources (payment of which is always in advance
=~ Article 11) and also to provide the option of
obtaining advances on VAT or GNP.




1¢ In order to meet possible liquidity difficulties arising from:

{a; a difference between revemme and expenditure in a given month or
(b) own xesources? receipts lower than the original estimates.

the Commission may, having 'l;aken'any appropriate steps +to defer the
expenditure, negotiate overdrafis,

. 2. 'I'he geogra.phica.l distrlbu_’bion of 'the overdra.fts shall take account

" ',T:of +the local requirements of the European ccmmmi'l;ies as well as the, '*"‘“‘

distribution of the own resources provided for in the 'budge‘l; or of the
actual amounts collected when these are kmownin respeot of a.t Teast three

__honths,

New text allowing recourse o overarpibs
to overcome temporary liquidity disticuiiies,


collsvs
Text Box

collsvs
Text Box

collsvs
Text Box


Article 15

‘As far as possible, any monies acoruiig 6 the Commission's |
treasury accounts shall, as a matter of priority, be used to
educe the overdrafts.“W

PAEen o Gal m e m e e v fat e e g Aot v e n

e s e - -
~ e S e ma en e

<. Ay monies surplus to these repayments shall be invested by
the Commission on the most favourable terms offered by the
—--markets of the kMember States. - - e N

Article 16

The debtor or creditor interest arising from the banking
operations referred to in Articles 14 and 15 shall be
respectively debited or credited to a suspense account; at the
end of the financial year the balance of this account shall be
directly incorporated in the calculation on of the end—of-year
balance within the meaning of Article 21 of this Regulation.

New text providing for the repayment of operations
under Article 14,

New text relating to the entry into the accounts of the
operations in question,
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Artiocle 17

At the end of each quarter, the Commission shall send the Member States
& cash resources statement showing debts and placings.

This statement shall also show the balance of the suspense account
referred to in Article 16.
Article 18

The Commission shall, before the end of November in each financial year,

New text.

New text introducing provisions for
correcting any imbalance between estimates

make an estimate of the own resources oolleoted for the entire year, on
the basis of the information at its disposal at that time.

If this estimate differs appreciably from the original estimates, the latter
shall, after a review of the cash situation, be the subject of a 1et1;er of
amend.ment relating to the draft budget for the following financial year
which is in process of approval. .

The balance to be carried forward to the second financial year following
the one in question, as laid down in Article 29 of the Financial Regulation
of 25 April 1973 shall take this entry into account.

~ the following financial year.
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kil A

Provedtire for sppliotion of 4he Finknoial
perbloipation of the new Member States and,
whers appropriete, the provisiony of
Arbiole 4(2) and (3) of the Deoision of

21 April 1970

Ardiole 19

1o 'y oaloulations veferred do du Arbioles 131 exd 132 of the Aok of Avcestion
ghall be made by the Oountission et the time of olosing the secounts for the
finenolal years 1978 and 1979.

Yo Im view of the provisions of Avdlole 27 of the Mutnolel Reptletion of
y theso celotlodlons and the restlient distribution shall volude

nll reveito wibered in the sovounbds during the flxvolal yedrs

Any voqtiteite wdtibtments shell glve ribe 4o finencial sompensnbion bebteen the
Member Btaded soiosrved.

3¢ 'the Coumiosion shull, dn the wonth Following the esteblishment of the
revere and expedidtive sovount, Bend Yo the Nombor Btebes & stebemedt of the
compentations 14 hs flved, esxprossed dn BUA, showlng the oredit or debit
posdtion of eaul Muiiber Bibo tud tho oletivisiy operetions regidred fur the
fival gebtloment of the talevesss

o effout this five) setblement, saoh deblor Nembor Btete shall pay to esch
oreditor Mombey Blabe o proportivn of the dmouwnt showt on his debih aocound,
thie stm beivg propordionsl bo the shere of the credidor Member Stete ix the
ovorall amotnt bhowd in the oredit avcotinbs

phe deblor Memuer Stetes shall, dn the wonth following the nobirbesbion, pay to
the croditor Merber Blates the miownt duve, epplying the bverige BUA aates for
the finaneinl yvar in glivetion.

Heplaoes Artiels 23 of the proposal for
srevdment of 2 July 19761 condrany to
tho ebove propusal, this Article provides
for {he subboguent applicdtlon of
Avtioles 131 end 132 of the Aot of
Acoestdon, for vardous peasons, dves tv
boold dirforent VAT wubus| b6 evold
recaloulgdlon id the 1dpht of the results
of the 1977 Fidnolal yeur w simllesd by

with eltustion envispged for the Hix

bebween 1975 exd 1977,
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Article 20

l. This Article shall be applicable where it may be necessary to take provisional Corresponds to Article 22 of the
measures in derogation under Artlcle 4(2) and (3) of the Decision of 21 April 1970. proposal for amendment of 2 June 1976.

2. The gross national product at market prices shall be calculated on the basis
of statistics compiled by the Statistical Office of the Buropean Communities and
of the data for the financial year preceding the year in which the preliminary
draft budget is drawn up.

3. The gross national product shall be calculated in terms of the Buropean Unit
of Account defined in Article 10 of the Financial Regulation, applying the average
of the rates for the EUA in the financial year taken as the ba81s for the

—calculation referred to in paragraph (2) above.

4e As long as the derogation provided for in Article 4(2) of the Decision of

21 April 1970 is applied to one or more Member States, the Commission shall, in its
preliminary draft budget, fix the estimated percentage of the budget to be covered
by the financial contribution(s) of the Member State or States concerned on the
basis of the proportion of their gross national product to the sum total of the
gross national products of the Member States, and shall fix the rate of value added
tax corresponding to the remainder of the bu&get 1o be covered by the other Member
Statese These figures shall be approved in accordance with budgetary procedure.




- ; iSRSl i i

- i PR P 13 L e v i S

5} For the purposes of this Regulation:

(a) the gross national product at market prices is equivalent to
the gross domestic product at market prices plus compensation
of employees, property and entrepreneurial income from the
rest of the world less the corresponding flows towards the rest
of the world;

(b) the gross domestic product at market prices, which represents
the final result of the production activiiy at resident
producer units, is equivalent to the total production of goods
and services by the economy, less total intermediate consumption,
plus taxes linked to imports,

TITLE V

L

e

Procedure for the application of Article 4(5) of the Decision of
21 April 1970.

Article 21

For the purposes of the application of Article 4(5) of the
Decision of 21 April 1970, the balance of a given financial year
shall consist of the difference between:

- all the revenue collected in respect of the financial year
in question, and

Corresponds to Article 24 of the proposal for
amendment of 2 June 1976 but with fuller
explanations.




b e L e v wa Raan

- 31 -

— the total amount of payments made against appropriations for that
financial year together with the appropriations carried over
pursuant to Articles 6 and 95 of the Financial Regulation, {

This difference shall be adjusted to take account of the net amount
resulting from cancellations of appropriations carried forward from
prev1ous flnanclal years, and of suns pald in excess of these

SRAN S s Lt bt AP d ot 1 Anmbam 5 )bt o e & aemenh a

the time when the amount of oarryover was determlned and the tzme 1t
was used,

Furthermore, the balance of the 1978 financial year shall be adjusted to
take account of the surplus or deficit established when, on 1 January 1978,
the balance sheet drawn up in units of account on 31 December 1977 is
revalued in Buropean units of account.
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TITLE VI

Provisions concerning measures of control

Article 22
1« Member States shall take all requisite measures to ensure that Corre i
sponds to Articl
the amounts corresponding to the entitlements established under proposzcl, for amend;:n: ;g ‘Z,thu:i: 1976

Articles 1 and 2 are made available to the Commission as specified
in this Regulation. pooiite

2. Member States shall be free from the obligation to place at
the disposal of the Commission the amounts corresponding to
established entitlements solely where, for reasons of force majeure,
these amounts have not been collected.

3¢ Every six months, Member States shall report to the Commssion
where appropriate within the framework of existing procedures '
comprehensive information and questions of prineip}rcenoemi;xg
the most important problems arising out of the application of
this Regulation and in particular matters in dispute.

Article 23
1o Member States shall carry. out the verifications and inquiries Corr
esponds t
concerning established entitlements and the making available of proposzglmfﬁr :mﬁzg.;:i: ;g ;fJ:g: 1976

own resources. The Commission shall make use of its powers as
specified in this Artiocle.

2, Accordingly, Member States shall:

- carry out any additional measures of control the Commission may
ask for in a reasoned request;

~ associate the Commission, at its request, with the measures of
control which they carry oute.
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Member States shall take all steps required tofacilitate these measures
of controle Where the Commission is associated with these measures,
Member States shall place at its disposal the supporting documents
referred to in Article 3. In order to restrict additional measures

of control +to the minimum the Commission may, in specific ocases,
request that certain documents be put at its disposal.

3+ The measures of control referred to in paragraphs 1 and 2 shall
not prejudice the following measures:

- B measures o
R h their own

r‘{m

&1}

B e ST PSR URPOR PP VPPN |
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. oOnTTOL unaexrial MEempe DLAates 1in accoraance
provisions laid- by law, ion or
administrative action;

(b) the measures provided for in Articles 206, 206(a) and 206(b)
of tine Treaty establishing the European Economic Community and
Articles 180, 180(a) and 180(b) of the Treaty establishing

" the European Atomic Energy Community;

(¢) the inspection arrangements made pursuant to Article 209(c)
of the Treaty establishing the European Economic Community and
Article 183(c) of the Treaty establishing the European Atomic
Energy Commw ity, .

4. The Commission shall from time to time report to {the European
Parliament and to the Council on the functioning of the system.
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5S¢ The Council, acting on a proposal from the Commission, shall
determines

(a) the oconditions which officials appointed by the Commission
must satisfy when they carry out the verifications provided
for in this Article, in particular with regard to professional
secrecy and the procedure whereby they exercise their powers
of investigation;

(b) where required, other provisions for a.pplyiixg this Article,

Article 2
The provisions of Community law applicable to the matters Corresponds to Article 15 of the
referred to in the first paragraph of Article 2 of the Decision proposal for amendment of 2 June 1976.

of 21 April 1970, in particular regarding nomenclature, origin,
value for customs purposes, Community transit and inward processing,
shall be applied by the appropriate authorities of Member States
when establishing own resouroces.
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TITLE VII

Prov{sions relating to the Advisory Committee on the Communities!?
Own Resources; final provisions

Article 25

- 1o An Advisory Committee on the Communities' Own Resources
(hereinafter called the tCommittee') is hereby set up.

2. The Committee shall consist of representatives of the Member
States and of the Commissions Each Member State shall be
represented on the Committee by not more than five officials.

The Chairman of the Committee shall be a representative of
the Commission.

The secretarial services for the Committee shall be provided by
the Commission.

3. The Committee shall adopt ite own rules of procedure.

The Committee shall examine the questions raised by its Chairman

on his own initiative or at the request of the representative

of a Member State, which concern the application of this Regulation,
and in particular:

(a) th? %nformation provided for in Articles 4{1)(b), 5 and
22(3);

(v) cases of force majeure referred to in Article 22(2);

(c) measures of control and inspection provided for in Article 23(2).

Corresponds to Article 25 of the i
proposal for amendment of 2 June 1976.

Corresponds to Article 26 of the
proposal for amendment of 2 June 1976,



Article 21

The Council Regulation Fo 2/71 of 2 April 1973 implementing the
Decision of 21 April 1970 on the replacement of financial '
contributions from the Member States by the Communities® own
resources shall be repealed on 31 December 1977

The present Regulation shall enter into force on the day following
its publication in the Offiocial Journal of the European
Commmities,

It shall have effect from 1 January 1978.

This Regulation shall be binding in its entirety and directly
appliocable in all Member States. A
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Amendments to be made to the Financial Regulation (version
contained in written procedure No 317/77 of 2 March 1977)

Article 6 (page 5)

- paragraph 2. Replace by:
The reverue of a financial year shall be entered in the accounts for -
that financial year on the basis of ithe amounts collected during the
financial year, with the exception of the own resources for the month
of Jammary of the next financial year, in respect of which advance
payment is made on 20 December of the préceding financial year,
pursuant to Article 11(2) of the Regulation implementing ithe Decision
of 21 April 1970.

Article 26 (page 18)

Delete para. 2 and amend referemces to Regulation 2/71.

Article 27 (page 19)

Deleted

Article 28

Deleted

Article 29 (page 19)

Delete second subparagraph amd amend referemces to Reg. 2/71.

Article 30

Amend references to Reg. 2/71.

Article 31

Retain
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Article 32

Delete and replace by:

The contributions referred to in Article 4(2), (3) and (b) of the
Decision of 21 April 1970 shall be expressed in European units of
account, as defined in Article 10 of the Financial Regulation. They
shall be converted into the respective national currencies on the basis
of the EUA rate obtaining on the first working day following the

[ fifteenth / day of ihe month preceding the payment.

Article 33

Retain
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Amendments to be made to the proposal for a VAT Financial

Regulation §§0M§ 11 2120 final) in the light of the proposal for a Regulation

implementing the Decision of 21 April 1970 on the replacement of financial

contributions from Member Siates by the Communities' own resources, and to
take into account the Resolution embodying the opinion of the Buropean

Parliament.

Article 4, p. 14

Para. 2(b) - Add at the end:

"such as: other tax declarations, professional accounts and complete
statistical series". ' |

Para. 3, first subparagraph - Add at the end:

"and an estimate of the value of the agsessment base for each of these
categories of tramsaction".

Para. 4 - Add at the end:

"and shall decide on the data to be used as specified in Article 12 of
this Regulation"”.

Article 5
Para. 1 - Antepenultimate line:
Replace "monthly statement™ by "anmual summary statement".

Permaltimate line:

Replace Regulation No 2/71 by Regulation (EEC) No and delete
the rest of the sentence: "for in question”.

Para. 2 - Add:

"Any correction made too late to be incorporated in the anmial summary
statement referred to in Article 6(4) of Regulation (EEC) No

shall be added to or deducted from the amount of entitlements established
in the month in which the correction is made."



Para. 3 — Deletie the entire paragraph.

Article 7
Para. 1 — Amend the references to Regulation No 2/71.

Para. 2 - Replace "the monthly statement™ by "the monthly statements

and anmual summary statements™.

Delete the last sentence: "The monthly statement cececececcccesfinancial

year. "

New paragraph 3

If the Community rate is amended during the financial year, the amount
of own resources entered in the account kept by the Member State shall be

corrected accordingly.

Article 8

Delete this Article.

Article 10

npr Para. 1, second sentence.

Replace "They shall associate the Commission eececvcececececsee the
appropriate data have been used", by:

"The Commission may take part in them on réquest. During these checks
the Commission shall ascertain in particular that the operations involved
in the centralization of the assessment base have been conducted in a

proper manner, .and that the appropriate data have been used."

Hpe Para. 2 — Replace the second sentence: "It may be associated in them on

request™ by the foliowing sentence: ™It may take part in them on request"”.

Article 11

pr Para. 1 - Add, after Comamittee on VAT own resources, the words "having
advisory capacity".

The modifications preceded by 3 "P" are those suggested by the European Parliament
which can be accepted by the Cor -issic~; a strict legal definition of the VAT tax
base seems to rule out the propo:i. ~n that Member-States who establish in certain
sectors a statistical tax base shou be penalised by a 10% surcharge. For this
and other reasons Mr. TUGENDHAT oppc ~d this proposition in the Parliament.
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SECOND AMENDED PROPOSAL

under Articles 149 of the EEC Treaty and 119 of the EAEC Treaty for
a Council Regulation (ECSC, EEC, Euratom) amending the Financial
Regulation of 25 April 1973 applicable to the General Budget of

the European Communities

ququgglijjgp_ggpgpi}_pg;jpg ommissio
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EXPLANATCRY XEMORANDUM

In the explanatory memorandum to its proposal for an amendment of the
Financizl Regulation dated 19 May 1976 (COM(76)210 final), the
Commission stated that it was not a question of a gemeral revision,
because further proposals for amendment would have to be presented
later when the principles had been agreed upon for the solution of
certain problems. The Commission added that one of these problems
was that of replacirg national contributions by the value added
tax (VAT). As the Sixth Directive on VAT has been adopted
meanwhile, it is now possible to propose the amendments to the
Financial Regulation necessitated by the full system of own
resources.

then it sent to the Buropean Parliament the text of its common
guidelines on the Financial Regulation, the Council said that it
was unable to tcke a decision as to Articles 26 to 39 on own
resources. The Council added that the Commission would shortly
submit to the Council a new proposal on these Articles which would
take into account the adoption of the Sixth VAT Directive.

The Commission is presenting a proposal for a Regulatior implementing
the Decision of 21 April 1970 on the replacement of financial

_contributions from lMember States by the Commmities' own resources,

and an amended proposal for the VAT financial regulation.

The amendments to be made to the Financial Regulation, in the
amended version proposed by the Commission on 10 March 1977
(cor(77)59 final), have been harmonized with the provisions of
these two Regulations. Thelr essential purpose is to replace

the provisions for the entry into accounts of revenue for the
financial year based on the entitlements established at

31 December by entry into accounts on the basis of amounts
collected during the financial year. This proposal returns to
*he original proposal made on 19 May 1976, which was dropped in
r2cponse to the Cpinion of the European Parliament. The amendment
is to the effect that the revenue section of the Budget and the
ammuzal accounts should reflect the actual amounts collected between
1 Janucry and 31 December, The result will be that the customs
dutiez and agricultural levies collected in 1978 but relating to
1977 will be credited to the 1978 financial year; this will
reduce by ihe same amount the own resources for 1977, but the
differencc may be made up by GNP contributions under the present
system and up to the limits of the relative sharc of each Member
State. In this way a solution is found to the cash management-
difficuliies which would result if the text based on entitlements
established were preserved. :
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The application of the EUA as from 1 January 1978 necessitates two
proposals for amendment:

(i) fixing of the rate for the conversion of contributions expressed
in EUA into national currencies;

(ii) increasing the figures of certain amounts in the articles on
contracts for supplies, work and services.

As most of the operations which must remain below the thresholds
fixed by these amounts are transacted in Belgian francg, malntenance
of the real value of these thresholds requires an increase of 25%
before conversion into EUA, according to the rate 1 u.a. = 1 EUA.
The amounts in question are those set out in Articles 60, 62 and 65.

The second amended proposal annexed hereto contains only those articles

in the amended proposal of 10 March 1977 (COM(77)59 final) which have
been further amended. The changes are underlined.

The working paper which sums up the various texts proposed will be sent
under separate cover,
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SECOND AMENDED PROPOSAL
under Articles 149 of the EEC Treaty and 119 of the EAEC Treaty for
a Council regulation (ECSC, EEC, Euratom) amending the Financial Regulation
of 75 April 1973 applicable to the General Budget of the European Communities

THE COUNCIL OF THE EUROPEAN COMMUNITIES,
Ha.ving regard to the Trea‘ty Ry
HAS ADOPTED THIS REGULATION:

Article 1

1. The following articles shall be worded as follows:
Article 6
1. The financial year shall run from 1 January to 31 December.

2. The revenue of a financial year shall be_entered in the accounts for that
flnanc1a1 zpar on the basis of the amounts collected durlgg the f1nanc1a1
xpar, w1th the exnegﬁlon  of the own resources for the month of Januaqx
of_the next figpgp&;l JYear, ini;esgpct of whlch ézbance ngpent is made

on ' 20 December of the recedl_g;flnanclal_year, ursuant to_, Artlcle 11T;l
of the Rgggistlon iqg ementing the Decision of 21 gprll 1919.

3. (

4. ( no change
5.
Article 26

1. IEstimates of the own resources and, if appropriate, of the contributions
referred to in Article 4(2) and (35 of the Decision of 21 April 1970 to
be paid by each Member State shall be entered in the Budget, expressel
in units of account as defined in Article 10. They shall be made
availatle and paid over in accordance with the provisions of Council
Regulation eees. (EEC, Buratom, EGC 1m21ementlgg_the Dec:.szon of
21 _April _/70 on the rsg}acement of inancial contrlbutlons from
hember Statcs b& thg Communltles' own resources.

2. Deleted.
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Article 2

The balance from each financial year, calculated in accordance with
Council Regulation sesse (EEC, Buratom, ECSC) implementing the Decision
of 21 épml J970_on the rep_la.cement of flna.ncn.al contr:.bu‘blovxs :f‘rom
Member States by - the Communl'tles' own resources, “shall be entered

as revenue in the case of a surplus or expendlture in the case of a
deficit in the Budget of the second subsequent financial year.

Article 30

1. The contributions provided for in Article 4(6) of the Decision
of 21 April 1970 shall be paid over as follows:

'

- seven-twelths of the amount shown in the Budget not later than
31 January;

- the remaining five~twelths not later than 15 July.

2. Any contribution or additional payment due to the Budget from the
Member States must be entered in the account(s) of the Commission
within thirty days from the date on which funds are called for.

3. Those various payments shall be entered in the accownt provided for
in Article 8(1)_of Council Regulation ...... (ZEC, Euratom, ECSC)
1mp_1ement1ne the Dec:.s:.on of 21 _April 1270 on the r__p1 acefnent of
financial contrlbutlons from ‘Te er ota.tes by the Commmltle
own resource.g " and shall be subject to the provisions of
Artlcle 12 of that Regulation.

Article 32 ,

The contributions provided for in Article 4121, (3)_and (6)_of the
Decision of 21_April 1270 shall 'be exoreused in ’ch‘. gurox_e‘m unlt
of account _as defined in Artlcle 10 of 'tn1<* F;ma.nc:La.l Regt.latlon.
They shall be conve**ted :mto the res __pectlve na'tIonal gurrencies_on

the bagis of g_e_rg_tg f_o_r; the 1T'UA _pBlI.L ng on the sirst v.ork.knfr day

following the fifteenth _q.ax of - “the _month _precedlno' the payment.

Article 60
Contracts may be made by private treaty:

(a) where the contract for the purchase or hiring of goods, for the
provision of services or for building works involves an amouat
not exceeding § 200 units of account, the Institution being bound,
however, as far as poss:.'ble and 'by all appropriate means, to

enable suppliers who are likely to be able to supply the gocds
and services in question ‘o compete;

Subparagraphs (b), (c), (d) and (e): no change.
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Article 62

In each Institution, before the authorizing officer takes a decision,
soniracts invesvi7 g amounts exceeding 1§_pgg_gg;1§_g£'gggpggi shall
b submitted for the opinion of an advisory committee on procurements
and contracts whose rules of procedure shall be laid down in the
neasurcs of implementation referred to in Article 118.

Article 65

Contracts may be made against invoice or bill of costs only where the
expected value of the goods and services supplied does not exceed

300 units of account. This limit shall be increased to 750 units of
account for expendlture to be entered into ouiszde the provisional
places of work of the Institution,

Article 2
This Regulation shall enter into force on......

This Financial Regulation shall be binding in its entirety and
directly applicable in all Member States.
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AMENDED PROPOSAL

for a

Council Regulation implementing, in respect of
the own resources from VAT, the Decision of

21 April 1970 on the replacement of financial
contributions from Member States by the

Communities' own resources

presented to_the Council by the Commission
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EXPLANATORY MEMORANDUM

1. The appliocation in full from 1978 of the own resources system based
on the financizal autonomy of the Communities has necessitated recasting
the legislation on this subject, and the corresponding proposal for a
Regula.tion2 means that changes must be made to the proposal for a
Regulation on own resources from VAT, already sent to the Counc:i.11.

These changes are embodied in the proposed amendments annexed hereto,
to which have been added those suggested in the Resolution of the
Buropean Parliament> which the Commission was able to accept.

2. The amendments resulting from the recasting of the legislation on

own resources are the following:

= request- for an . estimate of the appropriate data to facilitate the
estimating of the amounts which the Member States will be asked to

pay (Article 4(3));

- introduction of an annual summary statement of entitlements established

as a result of the system cf own resources from VAT, this statement
could be produced after the closure of the financial year to which it
refers (Article 5(1));

—~ deletion from the Commission's original proposal of all references to
the provisions on the payment of own resourées (&rticles 5 and 8), as
~ these provisions are incorporated in the regulation replacing
Regulation No 2/71.

o7 Mo ¢ 214, 6 May 1977, p. 2.

2Prima.rily “he proposal for a Regulation No .... (EEC, Euratom, ECSC)
implementing she Decision of 21 April 1970 on the replacement of
financial con:ributions from Member States by the Communities! own
resources.

3Doc. 759/71 (4SS 479), 20 June 1977
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3. The amendments proposed by the European Parliament in its Resolution
(embodying an Opinion) of 16 June 1977 all tend to strengthen the
Commission's original proposal; with one exception the Commission can
accept them and they have therefore been incorporated in this proposal.

However, the Parliament's proposal to increase by 10% the own resources
established on the basis of appropriate data cannot be accepted, for
major legal reasons. Although it is an incentive in the direction of
the harmonization provided for in the Sixth Directive, this penalty
system does not comply with the principles laid down in the Decision
of 21 April 1970 as regards the uniform assessment base and the single
rate throughout the Community.

Its inclusion could, moreover, cause considerable delays in the
adoption of the Regulation.

This amendment has therefore not been incorporated in this proposal.

The amended proposal ammexed hereto incorporates only the text of
those articles of the Commission's original proposal which have been
amended. The changes are underlined.
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AMENDED PROPOSAL

for a

Ogndl

“rom VAT, th+ Dezision of 21 April 1970 on the replacement of
+inancial <o “fiributions from Member States by the Communities®

etz - on implementing, in respect of the own resources

own resources1

Irtroduction, recitals and Articles 1 to 3: no change

Artiocle 4
1. no change
2(a) no change

2(b) +transactions as set out in Aomnex F to the Sixth VAT Directive
which the Memhar States exempt in accordance with the option
provided fer in Article 28(3)(b) of that Directive;

ghzll. be tne -Aded value zs established from declarations to
t¢ mac- hr | ie taxable persons or, failling these, from

appropriate data, such as tax declarations, business accounts and

complete siatistical series.

3. The Member States shali inform the Commission, before the
begicudng of e-.» financial year and prior to its presenting the
Prei.:. .ary Drafi Budget, of the solutions they propose to adopt to

deter... = the assessment base fur each of the categories of iransaction
referrc’ ‘n paragraph 2, incicating,where applicable, the nature of

the data . . shey consider anpropriate, and an estimate of the value

of the .ss¢ = base corresponding to each of thesse categories of

o;gerationso

1COmple‘be text: see 0J io C 110, 6 May 1977, p.2.
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This information for the financial year 1978 shall be sent as soon &s
possible and not later tban 1 October 1977.

4.

Either on its own initiative or at the request of a Member State,

the Commission shall examine, on thé spot if need be, problems arising
from the implementation of the provisions of paragraph 2, and shall
decide which data to take into consideration under the conditions set

out in Article 12 of this Regglatiog.

1.

2.

Article 5

VAT resources shall be determined:

~ in the cases referred to in Article 3(1) and (2) of this
Regulation, when the declaration is lodged by the taxable
person, in accordance with the provisions of Article 22(4)
of the Sixth VAT Directive, or by the person liable for
payment of the tax on importation, in accordance with
Article 23 of that Directive, or, in the absence of such
declaration, when they are established officially by the
competent authority of the Member State,

-~ in the cases referred to in Article 4(1) and (2), as
soon as the assessment base has been determined by the
competent authority of the Member State. Such determination
must by made as soon as possible and in any event in good time
for inclusioﬁ of the corresponding VAT resources in the annual
summary statement under Article 6(4) of Regulation (EEC, Euratom,
ECSC) No ...

Correction by the competent authority of the Member State of an

incorrect or incomplete establishment shall be regarded as a fresh
establishment.
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3. Frery esiablishment or correction made too late to be included

in ihe = mmal summary statement referred to in Article 6(4) of
Regriatics ¥o ... shall be added to or deducted from the amount

e

of entitlements established during the month in which the

establishment or correction itself was made.

Former 3: deleted

Article 6

no change
Article T

1. = The accounting of VAT resources shall be governed by the
provisions of Article 5, 6 and 7 of Regulation (EEC, Euratom,
ECSC) Mo ...

-~ the making available of VAT resources shall be governed by the
provisions of prticles 8(1) and (3), 9, 10, 11 and 12 of
Regulation (EEC, Euratom, ECSC) No...

2. The closing statement of account, and the monthly statements and

the anmual summary statement sent to the Commission in accordance
with Articles 5 and 6(2) of Regulation (EEC, Euratom, ECSC) No...
shall distinguish between VAT resources established in accordance with

the first indent of Article 5(1) and each category established in
accordance with the second indent of the said Article 5(1).

3. 47 the Comuanity rate is changed during the financial year, the

amoun' U own resources entered in the account held by the Member State

shall i« -vrected accordingly as from the date of the change in the

Comm-nit, .. .ites

Article 8

deleted
Article 9

The provisions of Aruicles 3,4,22 and 23(3) of Regulation (EEC, Euratox,
ECSC) No... shall apply “o VAT resources.
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Article 30

1. The Member States shall conduct the verifications and enquiries
concerning the establishment and making available of VAT resources.
The Commission shall take part therein at its own request. During

these checks the Commission shall ascertain that the assessment basge

centralizing operations have been pérformed correctly, and that the
appropriate data have been used and that the calculations made to

determine the amount of own resources in the cases provided for in
Article 4(1) and (2) comply with the provisions of this Regulation.

2. The Commission may request the Member States to conduct additional
checks. If shall take part therein at its own request.

3. No change

Article 1l

1. A Committee on own resources from VAT (hereinafter called "the
Committee"), consultative in nature, is hereby set up.

2. No change

3. No change

Article 12

l. The Committee shall examine questions raised by its chairman,
on his own initiative or at the'request of the representative of a
Member State, which concern the application of this Regulation,
and in particular the following:

(a) the information and communications provided for in

Article 4(1)(b), 5 and 22(3) of Regulation (EEC, Euratom, ECSC) No...;
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(v) oames of force majeurs as referred to in Artiocle 22(2) of

Regulation t H
(c) measures of control and inspection as provided for in Article 10;

(d) the determination by the Member States of the added value
established in adcordance with the provisions of Article 4(1).

Article 13
No changeé





