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REPORT OX THE IMPLEMERTATION OF COUNCIL REGULATION (EEC, EURATOM,
ECSC) No 2891/77 OF 19 DECEMBER 1977 IMPLEMENTING THE DEOISION OF
21 APRIL 1970 OF THE REPLACEMENT OF FINANCIAL CONTRIEUTIONS FROM
MEMBER STATES BY THE COMMUNITIES® OWN RESOURCES

Article 22 of Regulation Bo 2891/77' provides thet the Commission shall,

by 30 September 1979, submit a report on the implementaiion of the
regulation together with, where appropriate, exy proposals for amerdments
thereto. The delay in implementing the Sixth Directive, however; made
it impossible to report on the provisions relating to own resourdes
derived from VAT since eix Member States did mot apply these arrangemente
until 1 Jemuary 1979, The anmual stetements of VAT own ressurcss
provided for in Artiole 10{(1) of Regulation (EEC, Buratom, ECSC)

o 2892/77 implementing in respect n;f-‘mm resources acoruing fron; velue
added tax the Decision of 21 April 1970 on the replacement of financial
contributions from Member States by the Communities® own resources1 were
sent to the Commission im respect of 1979 by six Member States in

July 1960 ard in respect of 1980 by nine Member States im July 1981.

The balances referred to im Artiocle 10(4) of Regulation No 2891/77 were
entered in the Commission’s a‘ceoun'ks on the first working days in .
August 1980 emd 1981 and impectiong, by the Commission of the statements
for 1979 were completed in Cctober 19810 ‘I'he_ Commiseion therefors
deoided to delay presentation of iis report until it could draw on ite
experience of these VAT own resourceé and so propose awendmentis to
Regulation No 2891/77.

It may be recalled that the main reasons why the Council, acting on a
proposal from the Commission and after comsuliing Parliament, decided %o
replace Council Reéulstion (EEC, Euratom, ECSG) Mo 2/71 of 2 Jammry 1971
implemeniing the Decision of 21 April 1970 on the replacement of
financial contrihntions from Member States by the Communities! ovm'
resources® by Regulation No 2801/17 were the full implementation from

1 January 1978 of ihe own resources system set out in the Dsoision of

21 April 1970 and the use of the &u'opaan unit of account in the. qenera,l

i
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budget of %! . Communities. The new regulation thersfore had to provide
for the es! yiishment, making available and inspection of the new own
resource d ived from VAT, the ontry in the accounts of own resources
and, where appropriate. financial comtributions in EUA.

" Full implementation of the own resources system brought to an end ‘the
system of relative shares payable by the Member States and the mak:lng
available to the Commission of f\mds 1n accordance with cash requirsments
_laid dows, in Article 31 of the Finanoial Regulation of 25 April 973!, -
Hendeforty the Community would receive all the own resources allooated
to ite The new regulation therefore included provisions to allow the
Commission to manage the Community's own resources and cashe A partial
but important derogation was made in ihe case of the establishment,and
meking available of own resources derived from VAT where the time allowed
for taxable persoms to make their 'ret,urné varied from cne Member ,State to
another to such an extent that, if own resources had been made available
to the Community as they ﬁem established, unacoeptable disparities
between the Member States would have arisen. Hence the regulation
states that each month Member States must pay one twelfth of the, estimate
entered in the budget and that the ectual amount of VAT own resowroes will
be determined the following year, when the resulting adjustment is made.

‘ ' o
Similarly, should eny Member State 9‘5111 be paying finencial contributions
based on gross national product, an adjustment is made to restore ihe
original distribution in the buiget between these peyments aud the VAT own
resources. These operations are entered in an amending budget for the

Yyear in question. o

A further important consequence of the full implementation of the own
resources system was the determination at the enmd of each finamcial year
>f the budget balance. Even though 'the budget has to be established with
revenue and expenditure in balemce, the outturn differs from the; .estimates.
Previously, the differences had ‘be@h, offset by edjusting the fichial
contribvutions at the end of the year so that the outturn wes in Wmce.
Henceforth, the Member States would pay omly own resources to the
Community budget and these, by their very nsture, did not allew for any
extra paymenits by or refumds to the MNember States. These resources do

07 1 116, 1.5.1973. o
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not belong to them; they belong to the Community as of right. A%
the end of the finmenoial yeer the Commission therefore determinmesm the
balance a8 speoified im the regulation and enters it in the emerding

budget for the following yeer.

There ers now unlikely to be any major developmenis in the fisld of own
resources comparable with those which led t¢ the replacement of
Regulation No 2/71 im 1977 and so requiring the similar amemdment of
Regulation Wo 2891/77. In general, the regulation has proved
satisfaotory but improvemente ocan be mads to underlins the Qcmify
nature of own rescurces,; toc benefit from the experiemoce of operation and
16 remedy the shortoomings. It should also be borme in mind in conmeotiom
with the provisioms relating to VAT thail experience relates only %o two
incomplete yoars, since Article 10(4) emd (5) on the determination, of
actual resources was implemented only i respect of 1979 and 1980 and only
six Member States applied the Sixth Direotive in 1979. 1Mo fimel
conclusion® can yst be reached on the provisions om the inepsotion of VAT
own resourcee, which are amplified by, those in Regulation (EEC, E:#a‘tomg
ECSC) Fo 2892/77, since the Commlesion has completed inspections of real
VAT beses only for 1979 Inspection of the mine 1980 bases is ourrently
in progress. i o

‘ i
The proposed emevdments attached to this report are designed to achieve
the above objeotives. Some are changee of substancs while others are of
a more technical nmeture. They include amendments to bring the m@l&tiom
into line with the proposed amend.m@n’ss %0 the Financial Regulation which
the Commission presented to the Gouncil on 12 Dacember 1980 e o

No major difficulties arose in the establishment and making available of
traditional own resources, which is not surprising since the provisions
derive directly from these of Regulation No 2/71. However, there were

- some small problems. v

1c01M(80)760 £inal.



IX.9 CONCEPT OF THE "ESTABLISHVENTD OF OWH

The Commissi: . has found that mot all the Member Sistes apply Artiocle 2
of the regulation in the mame way as regards the moment and even the

concapt of the establishment of Commnity own resources other than those
derived from VAT. ‘

After investigating the current rules and praotioes in the HMember States,
the Commisuion, bearing in mind that, mrler the preaent provisionas

(a) the Member States are required to make an- establishmnt évery tim a
taxable event takes plaoce;

(b) this establishment miet be mede as aoon as possible under Oemnity
and national rulesy 1 n
(o) all own rescurces must be established, including any sums which- are
not collected, and all duties esteblished must be made available to
the Community unless recovery has been prevented by foroe mejeure,
o
decided .
fe %o accept, for practicel reasons, that esteblishment should tegke
plece when the eniry in the accounte is mede. This enables the Member
-States to use a procedurs which is clearly defined at Community level
and which is alreedy spplied im all the Nember States;

2o to remind the Member States that the obligation to make an ,
establishment cenmnot bs overridden ‘by‘a,!na,tional rule or practice which
allows esteblishment %o be ebandoned if revovery proves difficult;

3o that, in cases where & dispute arises and to avold eny distoriions
between the Member States, checks will be carried out 4o determime how
far national adminisiretions which make esteblishmenis later thew oihers
could mske an sstablishment even bef@r;e';the dispute hes been resolvfea@@
The pessibility of meking an establishmém a8 soon 88 the suthorities
have the infermation they meed io dstermime their claim would not
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prejudice the outcome of the dispute and a subsequent definitive
establishment as provided for by the second paragraph of Article 2
of Regulation Fo 2891/77.

The Member States were informed of this decision and it has been
considered by the ACOR. Iis implemsntation requires examination of
the provisions of all netiensl legislations om this matter and full
respect of the directives on deferred payment of duties (78/453/EES),
custons' debt (79/623/EEC), entry for free oirculation (79/695/EEC), ete.

Discussions with the Member States are continuing so that & conmon
position can be reached on establishment, perticularly in relation to
cases of dispute, since it is here that the Member States' provisions
differs )

When this work has been completed, the Commissiom will consider in the
second half of 1982 whether Article 2 requires amendment.

[

II.2 ENTRY IN THE ACCOUNTS OF OWN RESOURCES

< o

The Commission coneiders that the purpose of the twe reporis drm up by
the Member States under Articles 5 and 17(3) should be made clearsr and
e clear distinction made beiween them in the regulation. The first is
concerned with accounts of the duties established and the second with

the resulis of inspections carried out by the Member States. Article 5
has therefore been amended by deleting references 4o the inspection of
own resources and then tramsferred to Title II of the regulation
(Accounts of own resources). The Commission asks each Member State %o
supply in the report submitted under Artiocle 8 (former Article 5) details
of the duties established; which must correspond to the own resources
made available to the Commnity, with any discrepancies noted and commented
upon in the report. By way of derogation from the date given im the
existing regulation, this dooument must be transmitted by the date sgreed
by the Member States for the ammual report now sent to the Commission,
The section of the report dealing w%th inspectione is placed ‘in o
Article 17(3) (see Seotion V of thigl;:report).

o
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The following provisions govern ihe eniry by the Member States of own
resources in the Commission?s accounts with their Treoasuries:

(2) agricultural levies, sugar and isoglucose levies ant custons duties
mst be entered noet later than the 20th doy of the Zecond momih
following their establishment;

(b) one twelfth of the VAT own resources - or the fimsnoial contribution =
estimated in the budget must be entered on the first working day of
.each month. Nevertheless: !

= in Jamary and if the budget ha,s not been finally adopted befere
the begimuing of the finamoial year, the twelfths are oalculated
on the basis of the draft budget;

- following adoption of en amemling and supplemsntary 'tm,dgetg the

twelfths are adjusted on the firet working day of the follomiaafﬁ?lﬁﬂﬂf’“

T

monthj

- TAT hala.ncea erd eny ad.justmama %0 Tinamocial oontributions are
made on the firet working da,y in Anguet.

The Commission considers that some of these provisioms ooncernipg VAT
should be amended and new ones adopied tc take account of difficulties
experienced apd developments that have ocourred since the regulation
came into force.

IT.301

The Commission proposes toc emend the provisione relating to the;‘adjustment@
required following adoption of amending end supplementary budgets to give
the Member States a reasonable smouni of time to make the adjustment.

The due date 'beoome; the first working day of the second month following
adoption of the budget if it is adopted after the 15th of +the moﬁtho

The Commission proposes to clarify the provisions om the making aveilekle
of monthly twelfths in this case. ' If there is no budget, for whatever

\




distribution in the budget betwsen the latter and the financial |

n7-

reason, the Member States would, under the Commission's proposals, make
availeble to the Community monthly twelfthe celculated on the VAT base
in the draft budget as it stood at the beginning of the financial year,
even if this hed been rejected by Parliament. This is in lins with the
proposed amendments to Article 8 of the Finsnoial Regulation. 1In
accordance with the second subparagraph of Artiole 4(1) of the Deoision
of 21 April 1970, the VAT rate to be applied %o this base is that of the
last budget finally adopted. It is also propesed that the twelfths

should be calculated according to the VAT bese in the prelinﬁmny d.mft

tudget if no draft budget bes been edopted. This provision fills & gap

in the presemt artiole and brings it into linme with Artiecle 8 of the
Finanocial Regulation.

Article 10(1) of Regulation Fo 2892/77 requires Member States to pemd to
the Commission by 1 July each year a statemsnt showing the total, fimal
amount of the VAT base for the previous year. The statemsnt is produoced
in the national currency sinoe tho tazable operations are denomimated in
that currency. .
14

As required by Article 10(4) of Regulation Fo 2891/77 the Member $tates
enter in the Commission’s aocounts on i1 August the belance between the
monthly amounts calculated by referenoe to the estimated base mzd, the
amount due ascomding to the final bwfee Artiols 10(5) then provides that
"Member States having entered finanpjal comtributions based on GNP during
the previous financial year shall, on the due dates given in paragraph 4
ard by the same method; adjust the said contributions so as %o regiora,

in the light of the actual yield from VAT resources, the original|
contritutions based on GNP". g . )

A problem arose in the interpretatigxli of this article. \ It cono,e,'q'ned the
rate for converting the VAT bumqglenterad in order to caloulate the
adjustments to the financial contributions. The balances are emtered

in national currencies and need to be comverted inmto the unit of account
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It was noted eerlier im this mpm;t thet it is 36411 %00 early to draw
final c@melusipm from the inspection of the anmmel \sta‘t@memt ef

VAT bases. Neverthsless, there is ome gap in the present reguletion
which should be filled mow — this is the tdgetary procedure to be
followed whenm errers are discoversd in the statemente sither by the
Commisesion as ths result of an inampection or by th@ Menbsr Stetesn

. themselves. The Cemmigsion’s proposals on how these corrsctiems to the
VAT own resources base should be entered in the ascounts are centaimed
in Articls 10b of the proposed smemdments to Regulation No 2892/77
because this regulation speoifles how the VAT base is a@tsmimde The
provisiona on how the resulting adjns‘mants to VAT balances mﬁ.

" finsmcial comtributioms should be rade aveilable are contained in a
new Artiole 10(6) of Regulation No 2891/77, the regulatienm concerned
with how own reseurces are made available to the Community. These
sdditionsl provisiens specify that the adjusiments ere to be entered
within ene month of the correctiom being made %o the bese; this is the
seme as that allowed by Article. 10(4) for the @m‘kry of the erigimsl
VAT balences. e v

There is also provisiom for the, oomsequential adjusiments to be made
to finemeciasl comtributione paid by the Member States not applying the
8ixth Directive. The comversieon rates to be used for these caloulations
are those applied for the initiel adjusiments, that is the ones provided
for in the proposed smemdment te Article 10(5) (see Seotiem II.3.3 of
this report). The total sdjustmentis to the fimencial cemiributions will
therefore ba the sams as if the VAT gtatements semt %o the Commiseien hed
been ooryeot and net required later amemdment.
i =
Finally, in acoordance with the sscend paragraph of Article-ﬁ% of the
Finsncial Regulati@n‘a which states that "The revemme of & Pfimancial year :
shall be entersd in th@ eaccounts for the finanmecial year on the basis of ‘
the amoumts callaotad during the finanocial yoar ¥, pdjustments te the
VAT balances and finmial sontributions ref@rmd %o above shall be

entered.in the smending budget provided for inm Artiole 16(2).

| Th
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Tnis prove - e was followed im 1981 for the adjustmente in respest of
1979, wit! the exception of seme amepdiments to the time required for
indtiel 1. slementation and o disagreement between the Ccunlesion and
one Membe: State on the cemversion rates to be used. ;

I1.3.5 Finanoial au

The Conmission comsiders that the fimanoial autonomy thet the Community
-derives from its cwn resources should be strengthened. Own resourpes
‘belong 0 the cmmity as soon as they avre esteblisbed -~ this ia BSCEBLAYY
both for financial autonmy ani to ensure that revemus anﬂ. expenﬂitm
within the budget ave balanced. They are duwe Mspeotivr of whether a
tudget has been adopted, the Member States being obliged to emtpy them

in the Commission’s accounts on the dates specified in the regu%a.tien.

NN ] a‘

Furthermore, the budget is now finanged entirely by own rescurces, Oreece’s
financiel comtribuiions being only a temporary derogatiom from th;s
principle. It therefore seems logiggl that the amounts entered in the
Commisaions acoounts should bear imterest, thersby demonstrating that
theze resources are exclusively the Commumity®s. The Commission jp met
proposing thet sums be dvawn from $he accounts in excess of its .cpsh
requiranente; it proposes thet the balance of the asoquuts should yield
interest = t9 be sntered cach m@nth = at the disscunt rate of the
x@fb@? S*bate ooncerned. Less half a pofnt@ This reduction is ta Ray for

o — i ——

the services cf the natwnal. departments respoﬁsible for the ma@Pgement
of the accounts, as haapens betueen national, financial institut*lgns in
such cases, account being taken of the type and number of transactians
Likely te be effected on the Commission's accounts, n

H:

The Gmﬁ.miou th@mfam proposes that Artiole 9(1) be smended ébc@rﬁingly

— s <t
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The Commission also proposesnén amendment to thenﬁrovisiong concerning the
interest paid by the Member States under the conditions referred to in

Article 11 when own resources are made available to the Commission after the
due dates. The obligation imposed on the Member States to pay interest bears

w .tiese it the community’'s fimancial autonomy, but the current system is no
Longer fair since it provides for the application in any Member State of the
highest rate of discount in the Community. Because of the increased diver=
gences between discount rates ih Member States, the difference between the
highest rate and the rate applied in each of the Member States varies consi=
derably and the financial burdens to be borne are not comparable. The
Commission therefore proposes that the rate to be applied should be the rate
of discount in the Member State in question, plus five points. This increase
woitld cancel out any benefit which s Member State might derive from delaying
the transfer of own resources. This new system is more equitable, but it is

equally effective and avoids losses.to the Community treasury.

ITT. MANAGEMENT OF CASH RESCURCES

The regulation provides that own resources should be made available each
month on the basis ef the establishments made two months earlier for those
derived from customm duties, sgricultural leviss and sugar and isoglucose
levies, and, in the case of own resources derived from VAT, in twslve
monthly payments of one twelfth of the estimated base. The regulation
nevertheless recognizes that the collection of own resources may not
aluwaya Keep pace with expendiiure and that satimates of revenue'and

expenditure entered im the budget may differ from the outturm.

Article 12(1) states that the Commission may draw on the amounts standing
to its oredit in its accounts with Hember States! Treasuries only toc the
extent necessary to cover its cash resource requiremants arising out of
the implementation of the budget; if the revemie colleoted exceeds
requirements, the balance remains in the accounts with the Treasuries.
Article 12(3) requires the balances in the accounts $0 be divided emong
the Member States inm proporiion to the estimated budget revenus from

aach of them. The Commission has obsexrved this condition by prepering
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a monthly estimate of revenue and expenditure end making the resulting
tranafers. It should be pointed out in this connection that theose estinmates
would be more accurate if national administrations could communicate the
amount of customs duties and agricultural levies in advance at the end

of the month preceding entry. In the reverse situation - if expenditure
exceeds cash available - the Commission may meke use of Article 10(2)

and ask the Member States to advance by ome month the entry of ewn
resources other than VAT own resources. Bach advance entry is settled the
following month. This provision 1s to cope with any slackening, evem if
only temporary, in the rate of inflow of own resources or any sudden
increase in the rate of expenditure, e.g. bescause of the conceniration

of certain items at the begimning of the financial year. It is not
intended to deal with an dverestimation ef tmditionai oWn resources wherse
a shortfall is not due to the rate of inflow and sdvancing the .payment

of own rescurces other than VAT will not provide a remedy since ‘the
position will have to be settled the following monmth. This situation is
dealt with by Article 12(2), which allows the Commission to draw in

exceses of its total essets ﬁith national Treasuries provided it informs
the Member States of its foresescable sxcess requirements., The situation

is ocleared during the fimancial year either by an amending budget - reducing
eatimaten of traditional own resources and inoreasing those derived from
VAT or reducing expsnditure ~ or by a letter of amendment t6 the drafi
budget for the following year containing a provisional defieit fér the
current year and a corresponding increese in VAT ouwn rescurces or a . .
reduction in expenditure. The mecond subparagraph of Article 16(1) provides
for such & letier of amendment, which would also have to be presentsed if
own rasourced were higher than forecast.
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No cuoh cases have yet arisen and me use hes been made of Artielos 10(2),
12(2) or the second subparagraph of Article 16(1). The Cesmissiem bas,
however, under the first subparegraph of Article 1(5) of the

Fipanoial Regulation, presented prsliminery dreft amending budgets

which have included ameniments to the oversll total of traditiemal

oWl Iresources. k

Article 15, vhich deals with the celoulation of the balanoe for the

- fimamoial yesr, requires amendment. At present it allows for the nst

smount of sums paid in excess of non-differentisted appropristions
carried forward from the previoug year as a result of exchangerate
adjustmente which occurred before, they were used to be imoluded direoctly
in the calculation of the balance. This provision heas, h@w&v@?,l REVEF
been used end is ceulrary to Artiele 4 of the Fimamoisl Regulgtion whioch
readss "Ne revemune shall be collected arvd no expenditure chargad unless
credited to or charged agaimst an artiole im the budget¥. Simce veriations
in exchenge rates preduce gains or lesses which temd te cancel sach other
out so requiring & whols series of releases or sdditional oomm”:gj;h@nta ef
funds, it is pmposed thet Artiole 15 be amended to imolude & derogation
from Article 4 of the Financiel Regulatiem, It is also proposed that
exchange differsnces proper, i.e. arising from bank transactions end

the use of different ECU rates during the year, should be imctrporated

in the balance. Net gains pose no problm in the present systém beceuss
a token emtry in the reverue section of ‘the budget allows them 'to be
included in the acocounts; a net loss however cam only be chfa.rged to
expenditure if the item concerned has suffiocient funds. But Tot, eabange
losses, Article 850 also carries a tokem emtry. It would there: Te
require a transfer, which must be an Topen™ transfer since the amount
required ocannot be determined until the acocunts for the yea.r are olosed,

'[V
?IH

V. PROVISIONS RELATING TO THE mmc'mm OF OWN RESOURCES UI'ER THAN
During the nine years from 1974 to 1982, Ocumission officials have
conducted an anmual programme of visits to Member States in scopordance with
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Articls i85 of Regulaticw Fo 2891/77 amd Regulatien o 165/74. The
ATENRL. PROSTRERG @?@mpﬁ.s@@ ‘come thirty wisits sovering ell the
Hembar 56508, %h@?x::_‘a‘@w for esoh Jtata d@?@m gn the @Eaj@?@'%iws ef
the Progranma, the scale @:? the m@‘b‘i@m@ eroonntered im the oouEbyy
with ®he epplicatien of '&h@ OWA POESRTOSS mmm@ms sad the geogreyhioal
" ehazectoudatics @f‘f the neuntry comserned. The comslsnt adp ef ﬁmpm blomm
Cdm o0 goar b0 ‘a:w"w Thet the roles sys properly applisd, iu pw@iml&r
Por “ho m%bmmmgm and making @“‘E&il&‘@l@ of 211 types of oVR THEOUICEH.
i

The Dizactorate-Oeaeral f@r Budgets 15 chiefly respensible fow Tee;@rﬁim%mg
these @mr@ﬁ@m@@ﬂ@i&h from Fizemeiel Conirel, the Directerate-~Oenexal
for Agriculture eull eapecially the Custums Unien Ssrvice regularly
participate, their msp@@%%’é szpertiees giv&mg fResiamn @ff@@ﬁwmm 0
the inmspectiems. On aversge tfm:*@@ fommiseien efficialy taks part in pach
visit, acoompenied @me‘t&mm by officials from the Court o¢f dudife
(amd, greviously, the m@m Board) im ascordense with the mem
Regulatien. : - o

. ', . g1
Under Avticle 18 of R@g@l@:&im Fo a@miw, the H@ﬂb@r States shall
“agpoolate the Cemmiesion ... with, ?h@ ingpection nessures whi@h they .
carsy out%e Gmmity lsgiala:ki@n% is hmvax* ﬁi‘l@ﬁ‘k about the Wis@
way in which %hem imp@w&i@m am,t@ be enrried cut eud the G@miwi@n i
found from the begimming thet @&,@h Hember mm hed mth@x’ @xfmm

— 1

ideas on thﬁ,@ mbj@c‘te o T

o
il 1

It is of course tme thet '&h@ ﬁmm State i%seif is beat pl@@ed ‘t@ :
asgess the inspsotion mqnimmts ot its ) a&mmimtmti@m and thgae
,imm@tim are inevitably armﬂ.mﬂ %o %&k@ mm% of the traditional
Napmi‘buiﬁes of ewh &emmmt whﬁ.@h h@m @wl:m& Mfamntly im
the various omtrissa R . Cy
Despite the sight years @fmgam» mnmt with 'bhe mti@n&l ﬁmmmum o
conserned am the oa&tﬁ.mm pw@asa tm&a 8 ‘conmon view of what
~sooperation should 4nvolvs, procedural differences in the varicus
inspeotions with whmh '&hs cmiu;m 13 mwiatsﬁ 5#111 m:-sis't. |

Council Rognlatm (m i'Emai nssc n‘o 15 .or zu ; 1 L
oL zo, 24,1.1914. - m' ) 5/14 gl 974.
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The Commissien congiders that the imspection of revemue goes bayons an
examinztion of and check om decuments relating te past sotivities amd
pust include checks and sssessments of the way im whioh matioml cystemm
ere ourrently being applied. It alee Pinde that the shertage of staf?
available to urnderiske own rescurces inspections meams that it must
oconcentrate on the systems im operatiocm in each Menber Staote and em
ascerteining that these are sdsquate. This is im lime with the faot
that the main vesponsibility for the imspection of own Tesources lies
' with the Member State. If the Member Stetes view the Commizsion?s
association with mational comirels im & restrictive semse, it cemmot
fully achieve its aims. The juigment of the CGourt of Justiocs im the
Como casa1, which recognized that the Commission may exercise itz powers
of inspection from the mement of establishment and have acoese 9 ell
procedures, documents and reporis concerning what ie ﬁelcmbad 88 the
pre—establishment phase, allows the Commission to seek a more effective
approach to the inspectiens which it carries out im assoolation with
4the national suthorities. The Commission comsiders that the restriction
on its powers impesed by the associstion requirement limite 1tg sbility
to ensure thet the Community’s own reseources avre correstly esteblished
and it would like to see its rols develop alemg the lines imdiceted by
the Court. - o

This is not to say that the facilities seccorded to the Commission within
ths framework of associated imspections have mot produced useful. and
interesting results over recent years. Some disperities in the application
of Compunity legislation on own resources have beem brought to light
and ocorrected and systematic checke havs been mads on the statements
supplied to the Commiseion by the Member States umder Artisle T(3) of
Regulatien Ho 289?/77. A vhole seriss of problems have arisen aund been
considered by the various Commiselon depariments and the Member Siates
in the Advisory Coumities on Own Resources and other cocmmitiees|!set up
to deal with spesific matters. The positive resulis of this work inolude
greater mutual understanding avising from cooperation on a basis of

" equality between Commission efficials end those of the Member States
working within their ewn admimnistrations. Fot the least positive aspect
has been that naiional officials in the mest remote af’fioes of the
Member Sta,tes bave derived, from werking with Comniseion officials, a
clearer sense of the Community®s existence and their owa omtri‘mtim

to the Conmunity®s mansgement of its own rescurces. ‘

10ase 267/78 Commission v Itelian Republic /71980 7 ECR 31,
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Sinca the Community budget has been totally finamced from own resources, a
nunber of steps have been taken to strengthen the Commission’s powers of
inspection of own resources. The imbalance between the Commiszion®s powers
over expenditure snd those over bﬁdgeﬁary reBOuUross has made itself apperent
on more than one occssion. Regulation No 283/72, for example, which deals
with the fiaanéing of agrioultural expenditure, allows the direct inspection
of national administration by Commission offieisls., Over the last ten years
these inspections have elways been carried out in complete agreeuent with
national authorities and appear to be highly offective since they afford

the Commissiom full knowladge of the operatiOns taking place in the Member State®s
" It is only reasonable that the Commission should have the same powers in the
field of own resources since it has on a number of oocamions been foroed to
the oonclusion that i%s information op, for example, irregularities effecting
Community resources was inedequates . -

!
i

Direct inspection by the Commission of the mational smthorities responsible

for implementing Regulation No 2691/77 would be ome way in which i1 could mors
easily satisfy itself that own resources were bsing established and colleoted
correctly, equitably and consistently@ issocigted inspections woul& be

retained and direct inspections by ths Commission cerried out only when necessery.
The Commission is proposing an amendment to Article 18 for this purpose; Ig

is .also proposing that oorredtions made'as a result of imspections should be
identified in the monthly statements (Articl@ 7) of own resources which i%
receives, In this way further inspeotions 1o sheck that corractionﬁ have basn

made can be avoided. - }

The proposed amendment to Article 17(3) om the submission of six-mqéthly reports
follows on from the gbové provisions ~ it can be explained by the f@bt that
the Commiesion should have a right io information on the implementation of the
Community own resources system. A breakdown of deta supplied is therefore
requested to permit essier identification of irregularities discovered during
the year and thelr financial oonsequences. Serious cases would be the subject
of special scrutiny. If these changes ere implemented, ihe Commission®s
inspections, whether direct or in association with the Member States; could
be more efficiently directed and fuller information Bupplied %0 the. gutside
control bodies (Parliament®s Committee on Budgetary Control and the Court

of Auditors). o
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Since the provisions of Regulation No 2891/77 apply %o all owm resources
sxcept whers Regulation No 2892/77 mekes specific provisioms on VAT, the
proposals on ipspeotione would extend at least in pert to VAT -~ this would be
true in partiounlar of the Commission's right to initiate on~the-spot ohecks,

VI, ADVISORY COMMITTER ON OWs RESOURCES

The ACOR, whose chairmam end secretariat are supplied by the Commission, has
been meeting regularly since 1971 and considers preoblems arising out of
Bagula.tioﬁ No 2891/‘77 and izfg particular the results of inspections by national
authorities with which the Commiesion has been associated concerning the
esta,’bluhment and mak:li.ng a,Vailable of customs duties and agrioultural leviens

' ORI Grrntin  1e o
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In 1978 the Committee approved a detalled plan for setiing out the information
in the sixz-monthly and anrmal reports which the Member Stetes transmit to the
Commissione

On a number of gocasions, the Cormission has drawn the atiention of the Member

- States to the differences in-the- qna}.ity of their reporis under Articles 5 and e -+

17 and the laok of information on some cases in disputes ,

The reports oontaining the results of inspections have been comsidered from the
point of view of the information which they contein about the inspeciions they
desoribe and the problems which arose during the visite, :

. o
As noted in paragraph II.l above; the main genersl problems referred 46 the
Committes by the Gommission have baen: :

The Commission set up an interdepartmental working partj t0 consider this matter

and then adopted an interpretatioxx of establishment whioh it ciroulated to the . = |
Hember Statess The findings of the working party and this interprataﬁon were | a
discussed by the delegatiome im the Commitieeo
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\
The Committee will givp further oomsideration to this mstter on the basis
of informatic:: gathered in the NMember States during & targeted inspection |
of establishrents directed particularly .at establiebments in cases in dispute,

At the request of certain Member States and imn ooxmeotion with the vocnoept
of establishment, the Commission has reminded the Member States through the
Committee of the 1nten§)retation which should be given to Artiole 17(2) of

Regulation No 2891/77.

In addition to thess géneral metters, the Committee has oonsidered all the
diffioulties enommte;‘-ed in implementing the rules on traditional om resources.
When the Committee began work in 1971, it adopted, by common agreement among

the national delega;&ions, rules of proceﬁ.ure which have not oreated any problams,
their interpretation being sufficiently flsxzible t0 overcome the diffisculties
cemsed by the meny highly technical and complex mational mlqée

These pmactical problems inorea.sed in number once own rescurces d.er;lvsd from

VAT were made gvailesble to the Community. -

Although previcusly four meetings a year had usunally been edequate to copsider
the problems arising from traditional own resources; the situation shawnged
completely with the implementation of Regulation No 2892/77 om VAT own resources
and the Gommittee now usually meets ten times a year. .

Yormally the four origimal meetings already mentioned are spent wholly or in
part on traditional own resources - primipally looking at the content of the
annual reports made by the Member States under Axticles 5 amd 17 of the
regulation and the resulis of inspections of own rescurces carried out im the
Member States under Article 6 of Regulation No 165/74. The "estimates" subcommiites
comsiders the own rescurces esstimates %o be entered in the preliminary drafi
tudgete and the rate of inflow of revenue. |
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‘since et least ten plases are required. for VAT own resources to be gpportioned ™

!
The introdustion of VAT own resources required a further six to eight meetings
a year, at least during the first two yeers, end intensive work was needed to
epsure that the bases of the nine Member States were thoroughly reviewed

Although the Advisory Committee on Own Resources is a ®mingle body, it employs
a speclal procedurse when meeting under Article 13 of Regulaticm No 2892/‘77, Suoh
meetimgs are limised to consideration of specific problems erising from VAT

- own resources, which fall cutside the scope of this rep@r’te

VII. - SUNDRY TECHWICAL AMEAIMENTS

1. It'is proposed that the supportiag doouments referred to in Article 3
ghould bs kept for longer than tﬁree calendar years if they reveal that an
sgmendment of the oorrespozjg.i.ng eata‘bli‘shment may be required. This is in
order to allow the corrsctionm to be made and checked. i )

2. In Artiole 6 (new i®ticle 5) it is proposed that the provision requiring

the VAT rate to be "expressed as a figure to four decimal plases" bg deleted,
acourately among the Member States. A further proposasl is te specify that VAT

own resources are intended to finance the whols of the budget not covered by
programmes, miscellansous revenue and, if sppropriae, financial comtributions

based on gross national product. It seems better to include such contributions -
since they are provided for in Artiole,;4(6) of the Dscision of 21 Agril 1970,

customs duties, agrioculturel leviee, go: lement ary

3o It is proposed that the date for the entry in the accounts of eptablished
entitlements to own resources given in Article 7(2) {(new Article 6(2)) and
Article 10(1) should be changed from "the 20th day of ths secomd month following
the month during which the entitlements were established™ %o "the first working
day after the 19th day of the second month during whioh the entitlepents were

‘ggtabliched®, This arises from the- eltuation wkicl cocurs whem the 20th is not -

a working day when entry i‘n; the scoounts is deferred until the next working day,
and is desirable even though the application of Article 3(4) of Regulation Fo
1182/71’l produces the Same.:‘i'efsult. This proposal is also designed to introduce

]

®0J L 124, 8061971c
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o standard pr sedure for all types of own resources. Article 7(3) sets
& date by wh sh monthly statements of own resources must be submitieds

4o In Article 9(1) the references to certain paragraphs of Article 10
are correctzd and br«augh't into line with the new numbering.

5o The provisions of Article 9(3) have been deleted since those dealim with

the conversion into ECU and entry in the acoounts of amounts expressed in o
nati.onal crrencies are included in the propesed wnendmentls to Article 30

of the Finsmoial Regulatione .

6o The Commission considers it necessary to speoify in th‘gf fourth subparagraph
of Article 10(3) that the draft budget whioh determines the entries,to be made
on the first working day in Jarmary is the one adopted by the Couneil im its
first readinge This clerification in no way alters the prélent method of
applying the rules. I

Te References im Article 10(7) (formerly Artiole 10(6)) to other paregraphe of
that artiole are brought into line with the new mumberinge ' .

2y BTt .
8¢ In Article 13(2) it is spacified that the groes national product of eaoh
Member State is calculated on the basis of statistios drawn up according to the
European System of Integrated Economic Asccounts (ESA) end cenmot be changed after
the budget hae been asdopled., This is & continuetion of existing prectice
a8 agreed within the Council f’ollmsing the Decision of 21 April 1970

} e
9. Subparsgraph (b) of Article 14 incorporates the definition of GP given
in the second edition of the ESA (1979). :

10. The final paragraph of Article 15 is deleted since it is no lomger
relevante

11, It is proposed that Article 16(1) be amended to meke the eubmission of

a letter of amendment erising from sppreciable diffevences ‘betmén the Optober
estimates of own resources for the year in question and the eriginal estimates
optional rather than obligestorye. This is in line with the proposed smondment

o Arilole 27 of the Financial Regulation whioh provides that the balamce for

a financial yesr shall be entered either in an amending or supplementary budget
for the follewing ysewr or in the budget of the year after that,

ST R



. {new Article 18(4)) are brought into line with the new mmberinge

021u

120 The references in Artisle 16(2) to certain paragraphs of Article 10
aro brought into line with the new numbering.

i
13s The references to certain other paragraphs of Ariticle 18 in Article 18(3)

R R . RPN T )

140o The exclusive refersnce to custome regulations in Articls 19 is deleted
in view of developments in the fisld of own rescurcesS.

“15. References to other articles in Article 21 are brought into line with the

new mumbering.

16. 41l refarences to ‘the Buropesn unit of acoount (EUA) have been replaced

by the ECU, This is in line with Article 1 of Coumsil Reguletion' (EEC, Furatom)
No 3308/80 ef 16 December 198D om the replecement of the Buropesn umlt of asoount
by the EOU in Community legal instruments—s

1
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Io INTROT TION

Counoil F gulation (EEC, Euratom, Ecsc) Fo 2891/77 implemsnting the PSR

Decision of 21 April 1970 on the replacement of financial contributions
from Member States by the Commnities' own reaonroes', herai.mﬂar g
referred to as "Regulation No 2891%, was adopted on 19 Doeenber 1977
and wag applica‘ble from 1978. .

Artiole 22 of the Regulation provides for the Commission to subuit a
réport on its implementation together with proposala for say '
amendments required. This report :lp attached %o these proposed
amendments. This explanatory memorandun sets out brieﬂy the reasons
for the propossd amendmente which are dealt with in more detail im the

raport.

The regulation replaced Council Regulation (BEC, Buratom, ECSC) §o 2/71
of 2 Januvary 1971 implementing the Decision of 21 April 1970 on, the
replacement of finanoiel contributions from Member Staies by the
Commmities® own resourcesgo This was necessary because the systiem
of own resourges provided for by the Decision ef 21 April 1970 bscame
fully effective from 1 January 1978 with the peyment to the Comminity of
owun resources derived from VAT, end. the Buropeen unit of account waes
applied to the gemeral budget of t}a@ Communities. The new regulation
came into force at the same tims aa, the new Finanoisl Regulationss The
anenduents to Regulation No 2891, Regulstion No 2892% and the Pipencisl
Regulation based on the Commission®s promsalé should also soms into
force at the same time so that the three regulations are kept in linge _
If one regulation were amended before the others, transitional mawes
would be requirsde f |

f l
The Commission's proposals include amendments ef subsiancse and 20m3
changes of & morse technicsl naturs, ;. They are designed to bring owt more
clearly the feot that 6wn ressurces belong to the Commumity, %o fake
i 1
203 L 336, 27.12,19TT, po 1o ' e
30J L 3y 511971, po 1s A ; i
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account of amriaxfpe acguired in applying the Reguletion and to remedy its
ghortoomings. : '

Regulation 2891 is divided into nine titless
.o
¢

@ s m At BN 2 - W, L, s 4 » e .. o . . . S LT e it e s M

Title I3 General provigions

5 Title I1s Aeco\?ﬂ;s for own resources
Title IIXs Haki g ava.ilable oUW resouroes
Titls IVs Management of cash resources

Title Vs Proofdure for the application of Artiole &(2) and (3)
of the Decision of 21 April 1970

Pitle VIs Proogpdure for the epplication of Artiols 4(5) of the
Decision of 21 April 1970 ',1

Title Viis Prow;isions oeneeming ingpection measures

Titie Vills Provisions mlating to 1:1e Advieory Committes om the
Gommitie;a’ M Resources

Title IXs Final provisions

The Coumission’s prﬁpomla are predontdd under theee headings. =~ = 7 A

II. IITIE ONE - GENERAL PROVISIONS.

Technical amendments to Artieles ) and 6 are proposed.

The first requires Member States io.keep supporting doouments fog longer
than three calendar years if, upon exasmimation within that time, it is
found thet the esteblishmsnt to which they rélate may bave to be correcied.
The period is extended sufficiently to allow the cofTection to be mede "
and checksd.

The second amends the provisions relating to the VAT rate. The stipulation

e - that this sheuld: be "em@smd -88-& Tigure to for decimal places™ 46 .+ s v
dropped because at least ten places of deoimals are required for VAT
Tesources to be divided squitably between the Member States.
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Contributuc. %o Eﬁratom supplementary programmes are speaifieau,y liated.
as budget : nvenus moe they are memtioned in Article 4(6) of the
. Decision ¢ 31 A.pr:ll 1970, Cos

0. WTE Il - gccoms FOR _OWN_FESOURCES

The Commission proﬁosea that the purpose of the reports drawn up, by the
Member States under Articles 5 and 17(3) be made clearer. Im future the
report wder Article 5 will deal solely with the establishment and entry
in the c.ccounts of ‘own resources; this article has therefors been moved to
Title I of the Regulstion and renunbered Article 8. Articles 6, 7 and 8
therefo: ¢ -bscome Aé-ticles 5¢ 6 and 7. The inspection part of the report is
now included in this report provid,ed for wnder Artiole 17(3) (eep
Title VIII below)e .' L 5 ‘)
Three technioal amendmnts to Artiole 7(2) and (3) ave ?,150 proposed.

i
The first concerns the -dété when traditionsl own resources are entered in
the accounts, This becomes the first working day efter the 19th gay of
the month to aveid the problems which arise whem the 20th is.e hg;.:ldaw,
Saturday or a Sunday. There is a censsquential identical amend
Artiole 10(1). ' ,

The date by which the Commission must receive the monthly statement from
the Member States is epecified te fill a gap in the Regulation. The date
by which adjustments to the VAT balances under the new Article jip(é) of
the Regulation must bhe entered im the accownts is also! given.

T . f«' i
. +

pr

This tiile conteins some of the most important Commiselon proposals.

Pirst of all, the Conmiesion proposes an azendment o Article 9(1) te
stipulate thet the accounts in the nams of the Commission with.national
Tresguries should besr intereste The reasen for this is e followss



W — e s vt 4+ p— - —— o 3 e e eeege 1 ed .- e heasmem o h et e ——

Secondly, e numher of a,mendmenta are proposed to Art:lole 10,

-4-

The Community®s finanoial autonomy and the balancing of revenue and
expenditure within the budget mean that oun resources belong to the
Community as soon as they are esteblished. They are due whether or
not a budget hes been adopted, the Member Staies beimg obliged %o
enter them in the Commission’s acocounts on the detes specified in the
Regulation. Furthermore, the budget is now finenced entirsly from own
resources, the finsnoial comiridbutions peyable by Gresce being only a
temporary derogation from this prinociple. It therefore seems leglcal

that the amownts entered in the Commission’s acoounis should beaf "interest,
thereby demonstrating that these resources are ezolusively the Commumity®so
The Commission is not proposing that sums be drawm from the accounts in
excess of its cash requiremenits; it proposes that the balence of the
accounts should yield interest = to be entered each month - at ths
discount rate of the Member State concermed less half a point. Thi§~

ks Plex s

reduction {is to pay for the services of the national departments responsible
for the management of the accounts, as happens between national financial
institutions in such cases, account being taken of the type and number of
transactions Likely to be effected on the Commission’s accounts. . .

3 o ST et N PR TR - e -
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The Commission also proposes an amendment to the interest rate applied in the
calculation of the interest provided]¥or in Article 11« Instead of the highest
rate of discount in the Member States, it proposes the rate of discount in the
Member State in question, increased by five percentage points, The current
system is no Longer fair because of the‘increased divergences beéueen discount
rates in the Member States. This new system is more equitable, but 1t is
equally effective and avoids losses to the Community treasury.

- Ve —— RSN - — e o ——— o

The provisions in the first subparagraph of Article 10(3) dealing with the
readjustment following the adoption of an emending or supplementary budget
are amended to give the Member States a roasonable amount of time! to make
the appropriate entries if suoh a budget is adopted during the sédond half
of the monthe ; i

151
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The provisions of the fourth subparagraph of Artiocle 10(3) laying dewm the
procedura to be followed when there is no budget at the begiming of the
financial year aere oxpanded %o bring the Reguletion - now the oﬁn rE8oNrees
system is fully operational « imte lins with the Decision of 2% April 1970,
which states that the VAT rate t¢ be applied in the@é sircunstences is thed
of +the last budget to be finaslly adopted.s and %o make i% o@mpatible with
the proposed emendments %o the Financiel Regulation specifying which 'bndget
is to be teken into consideration for the provisional twslfths arrangsmentss

“
-

‘The problems with the interpretation of Artiole ’15(5‘5’5@.%”&65@?&'@& the

Commission to olarify the method of ocaloulating sdjustments to P-based
financial contributions in eorder to restore th@ original distribution in

the budgset besitwsen VAT own - resOurces a.nd financial contributions once the
actual yleld of VAT own resources he.s been determined from the Meumher States®
ennual stetements of their VAT bases. One of the mew provisione spsoifies

the retes of exchang@ to bs used. A ;pmg*aph 6 has been added tq; doal
with the budgetary implications of any corrections %o these mtatements
following inspsctions dy the Commission.

Finally a technical amendment to Article 9(3) proposes that the méth_oﬁ
which the Commiesion uses to convert the own resources amdited. to it by
the Nember Stetss into ECU end enter them in its accowmis shall im Puturs
be @s specified in the basic Finencial Regulation.

s
(R . I

The Commission is proposing nc emendments undor this title.
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These peragraphs concern the calculation of finanocial comtribuitions payable
by eny Member State which does not pay VAT oun resources to the Community.
Articles 13 and 14 of the Regulation ars amended to allow for the defimitiom
of gross domesiic product contained in the letest edition of the European
System of Integrated Economic Accounts (%9‘79)@ I% is also proposed thet

*  the px;esent practice of not altering (NP soales onse the budgst has been
adopted be given force c;f lawe

VII. TITIE VI - PROCEDURE FOR THE APPLICATION OF ARTICLE 4(5) OF THE
DECISION OF 21 APRIL 1970

This title describes how ths surplus or deficit of e finanocigl year is

.

carried forward to the next finemcial year. Each year two b&lwces 8re
caloulated. According %o Article 15 of the Regulatiom, the first, the
"budgetary®™ balancs, is the differsnce bestween the rsvenus of a. financial
year and the expenditure plus carrycvers tc the following ;ma.r,, while
Article 10(4) defines the second, the "VAT" balance, ae the diff@renoa ,
between VAT own resources due on the actual bases end those p&id over on
the estimated basss.

- - - cam— e —_— P T S p— -

'I'he COmmilsion is proposing a number of teohnioal emsndments to the
rules for caloulating the "budgetary™ balance. The most important

concerng the direct inocorporation :m the calculation of the belanocs of
exchange differences arising from ‘bank transactions and the use of &
number of different ECU rates during the year. Under the presemt system
these amounts are first chargsd %o_ the budget and then included in the
balance for the year as an item :’tf expenditure.
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The system orsates d.ifficulti@s en the bu&g@tm level: a net gain is net
e problem becaues & token eniry in '&he revenue section of the budget anm
the amount to be entersd in the acocounts. A4 .'i.emss however, cammet be
upa,rged to expenditure unless the item conscerned cerries an &d@qmt@
sppropria%ione Hers t00 & tokeon sntzw is mede end 80 & transfer is
requiredo ‘mns has to b® an "open” %mnai‘e.s b@e&u@e th@ @mm’s r@mm
cannot be determined until the end of the financisl yea:ea The proposed
amendment would reguire a derogation from Ariticle 4 of the Fimencidl
Regulation, which states thats "No revemus sheill be collscted and me
expenditure effected wnless credited %o or charged egaimst en articls in
the -budget™s This derogation would alse have te apply o the provisien
that amounis paid in excsss ‘of appropristions carried forward are to be
directly imcorporated im the caloulation of the balanece, This proyision
of the existing regulation has never beem epplied becsuse it ie in
oonflict with the Finenoisl Regulation.

Article 16{1)} provides that, if own resources ars &ppmci&bly mora or less
then the smount esiimated for the financial year, the difference must de

- entered in the budget for the Tollowlng year by mesns of s leiter.ef

smendment to the draft. The %ammissi-gm proposes that this be made-

optional in lime with the proposed emendment to Article 27 of the Finanoial
Regulaetion, which states thai the balance for a finsncial year is $o be entersd
sither in an amending or supplementary budge) for the following year

or in the budget for the year after that.

VIIT. TITLE VII - PROVISIONS CONCERNING INSPECTION MEASURES

The Commission proposes that Article 18 be amended %o allmf; it %o oconduot
inspsctions by itsslf in metional departmemis im addition to being
esscoiated with inspeoctions es alreedy provided. This power would ‘enable

[
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it to asceriain movre %close@y thet own resources are being corrsctly and
uniformly establiehed%anﬁ collected, somsthing which is of greater
importance now that the budget is firanced embtirely from oyn resowrces.
It should be pointed out that Regulation Bo 283/72 providsp for direct
mspeotim of the firencing ef a@ieultml expenditure by Commission
offioi.also ;

It is a2lso proposed thet the correciions made by the Membsr Stetes as &
result of inspections should be shown separately inm the monthly steiements

.of own resources eent to the Commission under Article 7{3)s This would

reduce the need for further missions to check thet coirectioms have in
fact besn mado.

The amendment to Article 17(3), which follows om from the above prbposa.lsg
would require the Member States to draft two siz-momthly reports setting
out the results of their inspectiense Analysls ef thease data would, help
%0 bring irrsgularities to light and assist the Commiesion in determining
the subjeocte of its own inspections.

Finally, in view ef developments in own resources, the exzocluasive mfema@
o oustoms regulations in Article 19 is deleted. -

[I

IX. TITLE VIII - PROVISIONS RELATING 70 THE ADVISORY COMMTTTEE O OWE

The only chamge in this title is to bring the reference %o snother -
exrtiocle inte line with the proposed apendmentas
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" amending Regulation (EEC, Eyratom, ECSC) Mo 2891/77. %mtemeneing tite

Proposal for a
COﬁNCIL REGUMTIOP@ (ECSC@ EEC, Euratom)

.

aec%- ian of 21 Aprit 1970 'on the, rgptacemem of ﬂnamiat Bﬁmﬂbﬁicﬂq .
) from Member States by the c«:muﬂities' oun Pesewces ‘
Y s

Baving x"@m ﬁ@ the Treaty Gﬁ‘tablishing the Bu 2OPe
Commumity, end im pertioulsr Artiele 78h thereof,

Having regard %o the Treaty establishing the Burepesn Ecomenis

Commmmity, snd in pmimmr‘ Mieié 209 t;h@m@fg .
o

A2l i)

Having rogard to the Decisien of 21 April 1970 em tb@ repleement of - -
fimsuciel contributions from Kember;Stetes ly the Comumbities® ewm
S OUPDEE ereinafier referved to &ﬂ "EM Decision of 3‘5 i 1 0
and. in pmam irticle 6(2) theweof, T
o

%0 the mp@m. from -ah@ Comminsion,

Lo T e gttt e s e

L 1 .
Having Tegerd to the opinion of the Europesa E@E&immgg

v

Hoving regard to the @p‘.ﬂmﬂ.@n ef ﬁh@ ﬁ@m of Mﬂ-‘k@ﬁ’ﬂag wa

‘j b i
Whersas the comoilistion pmg@ﬁm'tﬁ%@vﬁd@ﬁ for in the '3@1% @wiwien' B
of 4 Mexrch 1975 by the Burepesn Perlisment, the Counoll end %k@ar

Conmission? hes teken pla@e in the Oeneils an N
' : i
Lty
L
- 3 e SR .




Whereas Article 22 of Council Regulation (EEC, Euratom, ECSC) No 2891/771,
provides that the Commission shall, where appropriate, make any proposals
for amendments thereto;

whereas the application of Regulation (EEC, Euratom, ECSC) No 2891/77 since
it came into force has revealed that a number of its provisions require
adjustment; '

Whereas certain provisions must be adjusted to bring them into line with
Council Regulation (ECSC, EEC, Euratom) No » amending the
Financial Regulation of 29 December 19772;

Whereas, in view of the Community nature of own resources, the Community's
financial autonomy should be enhanced by a provision that the balances in
the Commission®’s accounts with the Treasuries of the Member States should
bear interest;

N
Whereas it appears necessary to adjust certain provisions relating to the
making available to the Commission of adjustments to the monthly entries of
own resources derived from value added tax, hereinafter referred to as "VAT
resources”, or financial contributions based on gross national product,
hereinafter referred to as "GNP=based financial contributions”, conseguent
upon an amending or supplementary budget; |

Whereas the provisions relating to the making avai! ~ble of VAT resources or
financial contributions if the budget has not been iinally adopted before
the beginning of the financial year require clarification; o

1

0J No L 336, 27.12.1977, pe 1« ' o
2

0J No L Bl




TR T . i ey 2

Whereas the provisiqhs retating to the adj&stnant of GNwaased financial <

contributions Vc&towina rcc:ipt of th& innual ttatcnunt: of vnr re:ourccs~-
‘require clarificatfon; RN S | L ‘

1
: iy unlkihlw <o b

Whereas Regulation (EEC, Euratoa, ECSC) No 2891/77, should be sumteuemedﬂ
s0 as to contain provisions retatihg to th&”budgntary nonagenent of '
correcttons to the annuaL statements of VAT resournes,

AR : e

Hhereas, in view ofithe increased divergences betueen rates of discount
in the Member. state , it i3 necessary to adjuat the ratus of‘interest
, applied when own regourcas are not auﬂo avaiLable by the due date,

f
~ Whereas the batanee to be earried foruard to the next financiat year shoutd
" be redeﬂned; | | . : '

'uhereas the provistons governing verifications and inquiries concerning the

establishnenc and naking availablc of oun rosources should be extended to ,

| perait dmet inmcﬁom by the cmmm, .

O |

_HAS ADOPTED THIS REGULATION: .

L R S0
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" et E S y




i -4~
\ Article 1

Regulatfon (EEC, Euratom, ECSC) No 2891/77 is hereby amended as follous:

" 1. The following jparagraph is added to Article 3:

1§ examinati§ of these supporting documents shows that an éstabtishment

to which thejirelate may have to be corrected, they shall be kept beyond
this time-li;'t for a sufficient period te permic the correction to be
fected”. "o ' "

made and insfe

2. Article 5 be*?mes Article 8., It is amended as follows:

a) after "a f.mmaryi%%épunt” the words "of entitlements established"
are inserted; o

b) "inspection" ¥s replaced by "entry in the accounts";

€) "July" is replaced by "april".

3. Article 6 becdges Article S, :It is amended as follows:

In the second sentence the uoﬁbé 'expressed as a figure tokfour decimal
places and"” are deleted and, after Yagricultural Llevies", the words
"$inancial contributions to Eqratom supplementary programmes are
inserted. |

f
4e Article 7 becomes Article 6. It is amended as Tollows:

a) in the first subparagraph 6fiparagraph 2, "20th" is replaced by
"first working day after the 19th";

b) in the second indent of the second subparagraph of paragrapﬁ 2,
the words "and the adjustments referred to in Article iO(é)" are
added;

¢) paragraph 3 is replaced by the following: .,

"3. Each Member State shall forward to the Commission eéch month
a statement of its accounts within the period specéfied in

paragraph 2". Sy
5. Article 8 becomes Article 7.

6. Article 9 is amended as follows: | J

a) in the second subparagraph of paragraph 1, “Artiéle 10(3) and (4)"
is replaced by "Article 10(3), (4), (5) and (6); "
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; ‘ :

b) in the third subpaqagraph of paragraph 1 the words "be kept free of charge" are
replaced by ° yieLdainterest caLcuLated at the discount rate in force in the
Member State where the account is held, Less half a pointu The interest for each
_month shall be enterizd on the first working day after the 15th day of the following manth.,f

c) iﬁ pasugfanﬁ 3 the%uardg;"in gurope@n qni%a of acecung (EUA) on the b@sis of . .«

s wﬁ

v o

&

;ﬁ

are reptaced by ”ih ECU as provided far in nrt1ele 36623 of the ﬁinancial
Regula?i@n", ‘ : ' w«f‘ 3 ’

7. Article 10 is amended as follows: : i ‘ R _ : o

a) in paragraph 1. “Z’th" is replaced by “first working day after the 19th";

b) the following i3 deed to the third subparagraph of paragragh 3: "if it is
adopted before the 16th day ‘of the month. Otherwwse, it shall be carried
out when the second entry fot&ouing $inal adoptian is made”. C

“g) ‘the f@tlowing is inserted in the first sentence of the faurth subparagraph D

. of paragraph 3 after “"the amounts provwded for_in’ the draft budgbt"‘

j "referred to in Article 78(3) of the E£SC Treaty, Article 203¢(3)'of the ,‘
EEC Treaty and Article 177¢3) of the Euratom Treaty"; A P o

® *’3f’{ﬁ"the second sentence of the fourt ubﬂé?gﬁigﬁﬁ“ﬂ?ﬁpaﬁﬁbﬁﬁﬁﬁ'3“”%?“3.7f?*““5é?'1;

words "shall similarly be calculated from the amounts entered in the ) i
draft budget” are replaced by "of VAT resources shall be calculated by

o reference to the VAT basze in the draft budget or, i¥ there is no draft SRR R SR
budget, in the preliminary draft hydget, using the rate fixed for the B §- ?
last budget to have been finally adopted. | o |
Twelfths of financial contribut1ons shall be calculated on the basis of o
the amounts entered in the draft budget or, if there is no draft budget,"f’, L
in the preliminary draft budget. This *draft budget’ shall be the draft =~ {
in the form in which it s&ands at the beginning of the financig& year *._A f
for which the budget has hot heen finally adopted,~ where the absence ofi iA, o
a budget is due to the rejection of the draft budget by Paetiament as g“;i;"“a[ sf
‘provided for by Articte 78(8) of the ECSC Treaty, Article 203(3) of the H}_fff/ P
EEC rreaty and Articte, 'mm of the Euratem Treaty, the "VAT base' and I

e BN s e




the *financial comtributions® shall be those oonteinmed in the rejected
draf% budget or, where appropriate, the draft budget estoblished
after the rejeotion deocision but before the start of the fimancinl
year"; at the end of the second Limb of the sentence, the fou.oiuing

is added: "{f it is adopted before the 16th day of the month. Other-

wise, it shall be made on the second due date.";

P
> e) paragraph 5 ia replaced by tho followings "The Commission shall then
' caloulate adjustmenis to the fmamia,l contributions so as to mstose,
in the-light of the aotuel yield fmm VAP resources, the ori.siml
dietribution in the budget between the latier and the financial
contributions based on GNP. In caloulating these adjustments, the
balances referrved to in paregraph 4 shall be converted imto ECU ot
the rates of exchange applying on the first werking day af‘tern )
15 July before the emtries provided for im paragraph 4. For qa,nh
Meuber State concerned, the total of VAT belences shall be adqamt@d by
the ratio between VAT regources and the fimameiel sontributione
entered in the budget. The Ccmmission shall commimicate the resulte
of this oaloulation to the Member States whioh, during the previeus
finanolal year, peid fivancial oontributions based n = .
GNP so that they com make a credit or debit emtry as appropziate
in the acoount referred te im Aviiole 9(1) en the firet working dey
of Awgust of the same year.™;

-

f) the following new paragraph 6 is jnserted: o

"¢, Any correctioms te the VAT r*escm‘ces basie uvnder Axticle’ ldb( 1)
of Rsgulation (EEC, Buratom, msc) Eo 2892/77 shall give rise’ f@s'
each Member State concermed to the following ad justments to the
‘balance referred to in paragraph 4 ‘of this Article: -
= the correoticns under the ﬁrst mbparagmph of Artiole lO‘b( )

shall give rise to a gemeral ad;justmen‘t to be entered in ‘the
acoount referred to in Article 9(1) of this Regnlation on ths

first working day of August of the eame yeaxr;

- the corrections under the second subparagraph of Article 10b¢1)
shall give rise to an adjusiment to be entered in the asoownt
referred to in Article 9(1) of this Regulation one morth affer the
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expiry of the period allowed by the Commission in its reasoned decision
for making the correction. . .

The adjustments to be made to the VAT balances by the first working day of
August of eacﬁ year under the preceding subparagraphs of this paragraph shall f

k;g a&gp give rise ;Q the calculation by the Commisgion’ of further adjustments C e

P e to, tk@ GNP*based financial. @Oﬂtf}h“t?%ﬂSeﬂf7N§ exchange‘rate9~$0 beuemp&gxpd
in calculating these further adjustmeﬂts shall be. those used for the initial
calculation referred to in paragraph's. The CGmmission shatl communicate
these adjustments to the Member States so that they can enter them in the -
account referred to in Article 91 on the first uorking day of August of the
same year."; '

e s ap

. ‘ B . r! "f ‘ .
g) paragraph 6 becomes paragraph 7. It is amended as follows: "paragraphs 4 and
5 1is replaced by "paragraphs 4, 5 and 6." SR

£ i S e v e o

i "8 In Article 11 the words "the highest rate of discount ruling 1n the Member States ?;

on the due date” are replaced by "the rate of discount applied in the Member - ?;%
State on the due date, increased by five points". .

] : ‘5'
Y,"Kéticte 73 19 anended as follows: IO Rt e e e I ‘w@n"

8) in paragraph 2 the words “on the basis of statistics compiled by‘the Statisticat !

office of the European COmmunities“ are replaced by "by the Statistical Office R

of the European Communities, on the basis of statistics prepared according to b
the European System of Integrated Economic Accounts §ESA)" and the foltoaing )

sentence is added: ' i | Ai: S Efi

"No account shall be taken of any revisions of statisticat data made after the ,P%

final adoption of the budget."; SR T R S ﬁﬁ

b) in parsgraph 3 "EUA" s replaced by “ECU". S N :

i

10, In Article 14, under (b), the uord “taxes" is reﬂlaced by "VAT on produets and
net taxes". . : : :

H
S _ =
‘ S

11. Article 15 is amended'as folloss..‘ f'?: ¥  B _‘:l‘ ;} f;'ff;_ziléfr, A;{f»’j | i
!

e et e e

a) in the seeond indent of the first paragraph the uords ”ﬁrtictes & and 95“ are

) s it i i
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!
f - replaced by -‘vArt%qte 6(1)(b) and (c), €2)(b) and (3)(b) and the third

subparagraph of b?t!.ole 88(5)"; \

b) the secend ph ie replaced by the feollowing: .
%
“This difference ;?sha.ll"be inereased or deoreased by, on the ene hand,
the net amount of appropriations carried forward from previous
finanoial years which have lapsed and, on the other hand., by wey of
éerogation from ér-uo:e 4 of the Pinansial Regnla:kion, bys

{
f
{
|

nn

‘ = paymenis made in exceas of nonvnd;;ffermteﬁ appmriaticns carried
over from the previcus.Simancial year under Artiele 6(1) of the
" Pinanciel Regulaticn as e result of chamges inm EOU retes end,

= the balance resuliing from exchenge gains and looees durizg the
finanoial year."y : - g

~ ¢) the third pe -‘u

12, Article 16 is amended as follows: _ L 1%

}
@) in the second subparagraph of paragraph 1 the words "shall give rise to" are

replaced by "mey give rise to"; ;.

| b) in parasgraph 2 the words "Articlp;"m(l») and (5are replaced by "article 10€4),
‘ (5) and (6)."

o

13. Article 17(3) is amended as follows:

a) the words "Member States shall report to the Commission, wheie arpropriate
;_ within the framework of existing procedures,” are replaced by “ilrmber
States chall send te the Coumission two soparate reporis, e, m theo
. results of their imspeotions and tue other comtaining®; '

b) the following two sentences are added:
4
"These reports shall be suhittqq during the month follcwing the end
of each half year and shall inoclude the mumber of cases of irregularities
conoerning own resocurces, an oversll estimate of the own rescurces
ovaded and the anount of owm resources established or still %o be

establisheds The reports ehall al.o desoribe ssﬁm irregalaritien
which ooculd have a signifioant fimancial impact op own resourses. "

f
!
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|
14, Article 1B is amgnded as follows:

\_
i <mar s mam mrn ST

@) in the third %@ntence of the second subparagraph of paragraph 2, after |
*ainimum”, the rewainder of the sentence is replaced by:

"{a) the COmmissAon may, in specific cases, request that certain

. documents be forwarded to itx ,
“'., b Ayt %4.

ceé-a“;j 5b) .the monahty statement ogggpsgeﬁﬁg&reterreﬂ %o in ﬁrwicte;7(1}p .:;f
: the amounts entered 'in the accounts uhich relate to ?rregularities
or delays in the estabtishment, entry- in the accountsnand making o
available of own resources, discovered during the inspections referred ;{
to above, must be 1dentified by means of appropriate notes.”; ;

PR N 1

o e o

b) the following new paragraph 3 is inserted: Y
3. Without prejudicerto the inspections referred to in paragraph 2, the ;;
- Commission may iﬁself undertake on~the-spot 1nspection§. The officials 25‘
appainted by the. Commissian to undertake these inspections shall, to f“
the extent ﬁecessary for the correct application of this,ReguLat1on, if
have access to ﬁhe supporting documents referred to in Article 3 and
to alt other related documents. The Commission shall. give adequate
notice of the inspection to the Member State concerned by the
inspection or on whose territory the inspection 19 to take ptace.
Representatives of the Member State eoﬂcerned may teke part in these
inspections.”; i1

Do e P e g L A S

¢) paragreph 3 becomes paragraﬂh’&. The words ”paragraphs 1 and 2" are
replaced by "paragraphs 1, 2 and 3"; : '
d) paragraph 4 becomes paragraph Se
15. In Article 19 the words "%n particular regarding nomenclature, origin, value
customs purposes, Cemmunqty transit and inward precessing," are deleted.

,;«

16. 1In Article 21, under G€); the vords "and (3" are. added .-,;fa.-'e.-.‘f“;; ’éltzl_)"j;' o




‘ in all. Meaber States.;:._‘

- 1° -
Article 2 '
{ .
This Regulation shall enter into force on the day follouihg ‘that of its
publication in the 0fficial Journal of the Eurcpean Communities.

It shall apply from the tinancial year 1983.

This Regulation shau be binding in 'H:s entirety and d'lrectly applicabte.'; .

bone at Brussels, - " :
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A FINANCIAL SPAYENEWF |

' Hember 8‘&'&%@ ,; ned. Less half a point, ; i

[
i

2

The Comudssion es‘ti.mtas that this would yleld 140 miliion ECU in revemme

in & full year, This rmm will be entered inm & new article in the

 statement of revemue of Miw II1 (Commiesion) of the Gemeral Budget of .

" the Commmities. |

!
Thie estimate is based on the mopthly balsaces in thess eccomsts during
71981, ‘which were celculated For ‘the purposes of Avtlcle 12(39qn Using
the breakdown by Hember State rmm for this article, it wez posalbls
to determine the aversge emount that the Commission had em depoeit. ot each
, '.I,‘mamm interest on these éeposits was caloulated ai the discount mtaa
in fom s.n each Member S’Bata on 20 April 1932 Less hatf a pe‘?ﬂta L
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