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Modification to three drafi regulations caused by the necessity to make
changes in the methods of financing the Sudget,
Communication by the Commimsion o the Council ard the Parliament

SUMMARY

l. This communication brings together, for approval by the budgetary auth—
orities, proposed changes in the following three draft Regulations already
submitted by the Commission :=

(a) the draft regulation modifying Regulation 2/71 which implements the
Decision of 21 April 1970 on the replacement of financial contributions
from Member States by the Communities' Own Resources ;

(b) the Draft Regulation introducing VAT as an Own Resource follow1ng approval
of the Sixth Directive ;

(¢) the Draft Regulation amending the Financial Regulation of 25 April 1973.

2, The budgetary authorities are asked to consider these changes as one

package because they are linked together by the fact that they all influence

the methods of financing the Budget, They result from the following situations
which will arise for the first time on 1lst January 1978.

(a) The end of the relative share system of financing the Budget but the con-—
tinvation for two years, by Article 131 of the Treaty of Accession, of
limits to the financial burdens of the three new Member States,

(b) The possibility that, at least in 1978, the part of the Budget not
covered by customs duties, agricultural levies and miscellaneous income
will have to be financed by a mixture of own resources arising from VAT
and of GNP contributions,

(c) 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.

(d) The need to find a solution to the problem of "cash flow" resulting from
the end of the relative share system and the introduction of VAT as an
Own Resource.

Regulation 2/71

3. On 2nd June 1976 the Commission adopted and sent to the Council and to
Parliament a draft modification of Regulation 2/71 which mainly took account
of the introduction on lst January 1978 of the full Own Resources system, of
the new European Unit of Account and of the changes proposed in the Financial
Regulation. The Parliament decided on 17 December 1976 to postpone its
opinion on the draft modifications wntil the Council had adopted the Sixth
Directive on VAT, The Council has not yet concluded its discussion of the
Commission's proposal,

4. It is now necessary to amend the Commission's original proposal in the
light of events which have since taken place and in order to find a solution
to the "cash flow" problems referred to in paragraphs 8 +to 11 below. Ire
main modifications, which have been incorporated into a new draft regulaticn,
are as follows s=



(a) A new proposal that the Member States should pay one twelfth each month
(from January to December) of the amownt arrived at by applying the
Community VAT rate to the forecast amount of its tax base, The reasons
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,

(c) 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 sysiem 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 Commumnity VAT for the Six and one for each of
the Three — i.e. four rates of Commumity VAT; Article 4 of the Decision
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 beiween Member
States, This latter method is now thought to be correct and it has been
incorporated in the new text of Regulation 2/71., This does not, however,
imply any change in the Commission's interpretation of Article 131,

5. The Regulation on VAT
The draft Regulation applying VAT as an Own Resource provides that the
"establishment" of VAT made during a budgetary year should be imputed to
that year, as is at present the case with customs duties and agricultural
levies; an 'establishment" is, broadly speaking, defined as the receipt by
the national administration of a declaration by a taxpayer of his inputs
and outputs for a prior period, The Commission was aware that this would
mean that in the first year (1978) a proportion of the year's VAT would
be credited 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 wmacceptable
inequity between Member States.

6o 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 actual amount of
the VAT Own Resources of the first year would be established and an adjust-—
ment would be made which would be credited or debited to the accoumts of the
second year, This method would preserve the principle that it is the Own
Resources which are established which should be transferred to the Community;
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 § to 11 , because the
Community would receive twelve months of VAT in the first year.

T The draft VAT Regulation has therefore been amended so as to exclude referénce
to the budgetary and accounting aspects and to deal only with the principles

/oo
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of establishing VAT as an Own Resource and of the methods of control I this
establishment by the Commission.The opportunity has also been taken of incof~
perating modifications proposed by the Parliament which can be accept :” oy the
Commission. The new proposals referred to in paragraph < above have uween
incorporated in the revised version of Regulation 2/71.

The problems of "cash flow"

In its commuvnication 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 iliich
would not be covered by the flow of revenue from customs duties, agricult iral
levies and VAT established in 1978, The Commission said that this coulc De
solved by an advance from the Member States or by borrowing on the capita
market, The Commission alsc referred to the continuing possibility that the
flow of revenue from Own Resources would temporarily not match the expendliiure
flow and that short—term borrowings would be needed.

The Commission has been considering various solutions to this problem. It is
now of the opinion that the ?gap' 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.

The best solution to the problem of the 'gap? seems to be to proceed as follows:—

(a) Adopt the proposal referred to in paragraph 6 above which would have the
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 lst Januvary
and 31 December. This would have the effect that customs duties and agric-
ultural levies received in 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 explained the "cash flow™
difficulties which this would involve; since no other solution to the "cash
flow" problem can be found the Commission feels obliged to repeat its oris-
inal proposal. This means that a modification must be made o the draft
Financial Regulation as it now stands; this is shown in the document annexed
to this communication.

There are two other problems of '"cash flow" :w

(a) Even 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 ther=:
may therefore be temporary cash deficits,

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

Resolution of this problem by a system of advances by NMeuber States as wac said
above, would not conform with the principle of the financiel autonomy of +.e
Communitye. It seems to be best, therefore, to make an addition to Reguli:.tion
2/71 providing that the Commission bec given the power o arrange overdraf:s,
The new Reguliation 2/71 attached to this communication makes +this proposal.

/
G/.t
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12. The Budgetary Authorities are therefore asked to approve :-

(a) the

(b) the
VAT

(c) the
(a list

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

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

attached draft regulation modifying the original draft Financial Regulatioh

of the modifications is attached as an aide-mémoire).
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Brussels, 5 July 1977

Proposal for a Regulation implementing the Decision of 21 April 1970

on the replacement of financial contributions from Member States by

the Communities! own resources

Explanatory memorandum

1e As 1978 will be a turning-point in the history of the Budget
of the European Communities, it will inevitably see changes to
Regulation No 2/71 concerning the operation of the own resources

arrangementse.

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

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

be laid down concerning the principles 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 hetween customs resources and fiscal resources.

Although Regulation No 2/71 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 tﬁis 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 calculation method more 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 which the special provisions on "relative shares"
(which do not apply to the new Member States) are no longer appropriate

and must be repealed.



For the new Member States, on the other hand, 1978 marks the
beginning 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.

Lasfly, 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 present system of advances
as from 1978 and intoducing provisions enabling there to be
autonomous and effective administration of these resources. This
new approach does of course present cash~flow problems; it is
self-evident that even with a budget which is perfectly balanced
(not only as regards revenue and expenditure but also forecasts

and results) the assets available may not be enough 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 basis in

Article 18 of the Treaty of 10 July 1975,would be needed. 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 revenue (two months after establishment
for customs duties and agricultural levies, and longer for VAT if

the same principles are applied) and the effecting of expenditure.

The amendment to Regulation No 2/71 therefore entails recasting the
arrangements in force in order to reduce this gap and proposes the
introduction of a cash budget for revenuélnecessitating an amendment
to certain provisions of the draft Financial Regulation applicable
to the Budget of the European Communities and the draft VAT
Financial Regulation which are both before the Budgetary Authoritye.

1This gap would be filled completely as result of an amendment to the
draft VAT Regulation to make provision for a monthly payment (from
January to December) of one~twelfth of the VAT own resources forecast
in the Budget. Provision is also made for calling each month for
the advance payment of own resources other than those accruing from VAT.
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precewtad in June 1976, uwnich, ~ruwough the Foro. ol circumstandes, could
not inccrporzie all these amendments, and pubt forward a new "Regulation
implementing the Decision of 21 April 1970 on the replacsment of
financial contributions from Member States by the Communities' own
resources" embodying as many of the provisions of the existing Regulation
as possible and, in its last Article, repealing Regulation No 2/71,

The new text of the Regulation is accompanied by two papers setiing out
the amendments to be made to the Financial Regulation applicable to the
General Budget of the European Communities and to the VAT Regulation.
The latter also incorporates the amendments propocsed by Parliament on

16 June 1977 which the Commission can accept.

3, The text of the new proposal has the following structure:

Title I - General provisions

Articles 1 to 5 take over virtually all the original text apart from

an amendment, for practical reasons, to two time limits in Articles 3

and 5, and the reference to the VAT Regulation in Article 1 to take into
account its scope. Article 6 has been retained, apart from paragraphs 3
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 from customs duties and agricultural levies,

the own resources accruing from VAT can legitimately be established long
after the end of the financial year in question. For reasons of

presentation, Article 10 has been switched to Article 7.

Title IT -~ Making available and paying over the own resources

Article 8 corresponds to Article 7 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 Article 8 of the Financial Regulation. The
fact of embarking on the final 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.



Article 11, & new Article, is the heart of the system proposed, a sysiem
which is based on having a cash budget for revenue (hence the proposal for
an amendment to Article 5 of the Financial Regulation applicable to the
General Budget of the European Communities)s 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 establishments, and to adopt

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

As already mentioned, the cash budget for revermue 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 reverue 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 Jamuary of the ensuing year (in a cash budget these
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 simultaneously

and in the same conditions, and so-on.

(1) This solution involves a reductton in the rate of VAT since from the first
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 VAT resources or, where appropriate,

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

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

day of the following month it would receive the remainder needed to pay the
balance, if any, of the EAGGF advances and to finance the other expenditure,

the cash~-flow gap being completely closed in this manner.

The proposed provisions also include the procedures for the settlement of
these payments: there would be an adjustment towards the middle of the
following financial year based, as regards VAT, on the amounis actually
established for the preceding financial year and, as regards any

GNP contributions, on the distribution forecast in the budget in question
between the latter and the VAT resources. The adjustment in question
represents a modification of the revenue for the financial year in which
the adjustment is made, in such a way as not to interfere with the closing

of the accounts for the financial year just ended.

Article 12 contains the same provisions on interest on defaulted payments

as those of Regulation No 2/71, with more specific details concerning time
limits.

Article 13 is wvirtually a synthesis of the provisions of Articles 11 and 12
of Regulation No 2/71 and Article 38 of the Financial Regulation of
25 April 1973, the main differences being as followss

(a) The text has been made more flexible to allow of the full application
of financial autonomy.

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

have been deleted.

(c) Provisions is made for covering exchange rate risks by sprealing the
Commission's holdings in the various currencies i. such a wa, as 1o

reflect the structure of the Buropean currency basket.
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Title III - Management of Cash Resources

As regards the cash position, it was necessary to envisage iwo other

deficit~producing situations:

1e Where expenditure exceeds revenue in a given month.
2. Where the own resources collected are below the initial forecasts,

producing a deficit for the financial year ("structural deficit").

Article 14 makes provision not only for the first eventuality, a

purely cash problem, but also for the second, a budgetary problem which
also has an impact on cash flow, by allowing recourse to overdrafts,
Budgetary provisions to cover this type of deficit are contained in
Article 18, Articles 15 to 17 lay dowm the conditions for repaying the
abovementioned advances, and the possibility of placing sums which

become available in the treasury accounts; these articles also lay

down the accounting criteria for interests, and provide for the informing
of the ﬁember States,

Article 18 has been worded in an attempt to bring forward as much as
possible the time when a "structural”™ deficit or surplus can be corrected
in budgetary terms. TUnder Article 29 of the Financial Regulation
applicable to the General Budget of the European Communities, the balance
for a financial year "n" is carried over to the financial year "n" + 2,
since this balance is not calculated until the financial year "an" + 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 matter to 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 process of adoption at
the time of the abovementioned evaluation. The text of Articles 14 to
18 is new.
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Title IV Procedure for application of the financial participation of

the new Member States and, where appropriaste, the provisions
of Article 4(2) and (3) of the Decision of 21 April 1970

This Title, consisting of two articles, lays down rules for the application
of Articles 131 and 132 of the Act of Accession and the method of
calculating the GNP scale when the provisions of Article 4(2) and (3)

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

In the proposal for an amendment to Regulation No 2/71, presented in
June 1976. the first problem 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 provisions in question have been analysed in greater
depth and the logical conclusion has been to apply them subsequently

by direct compensation between the Member States, leaving unchanged

the total amounts collected for the Budget of the European Communitiess

This conclusion is imposed by the following factors:

(1) 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 from data for 1977 which are not known at this time;

(ii) even if this approach had to be adopted, it would be necessary
to apply different VAT rates, which does not seem compatible with
the provisions of the Decision of 21 April 1970 on own resources;

(iii) the situation of the new Member States is similar to that of the

original Member States between 1975 and 1977 for which similar
provisions were adopted.

Article 20, which concerns GNP, reproduces the existing text of Article 22
of Regulation No 2/71, merely amending the method of calculating the
GNP scalee It seemed fairer, in a financial year using the EUA, to

update the data used for calculating this scale by using the GNP for
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Lhe sozrs ot oo FoMe™ o 31 ance by applying the data in proportion to

vhe average of the EUA rates for the same year.

Title v + Prccedure for the application of Article 4(5) of the Decision
of 21 April 1970

Articie 21 correspond= to Article 24 of Regulation No 2/71; the amendments
nade 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 1o 24 correspond to the existing Articles 13 to 15 of
Regulation No 2/71 1o which some minor technical adjustments have been
made and which have been amended to take in the creation of the European
Court of Auvditorse

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

{iral provisions

‘riicles 25 and 26 correspond to Articles 25 and 26 of Regulation ¥o 2/71;
& gu /i 7

o -iele 27 is a rew on2 which, among other things, repeals Regulation No 2/71.

Arts - 12 znd Articles 16 to 22 of Regulation No 2/71 have been deleted,
the £°v  because of the wrinciple of financial autonomy, the others
tecauss - fraiztise shares™ luld down in the Decision of 21 April 1970

will cea. - - apply from 4978.
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REGULATION vvevecesaveseaneeaass(EEC, EURATOM, ECSC) of the Council

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

Oown resources.

THE COUNCIL OF THE EUROPEAN 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 the Treaty establishing a single Council and a single
Commission of the European Communities and in particular Article 20
thereof,

Having regard to the Treaty amending certain financial provisions of the
. Treaties establishing the European Communities and of the Treaty esta-
blishing a single Council and a single Commission of the European
Communities,

Having regards to the Council Decision of 21 April 1970 on the replacement
of financial contributions from Member States by the Communities' owuwn
resources (1), henceforth referred to as the Decision of 21 April 197C,

and particularly Article é thereof,
Having regard to the proposal from the Commission,
Having regard to the opinion of the European Parliament,

Whereas the principle of the financial autonomy of the Communities is
the fundamental element of the system of own resources, and whereas this

system will be fully applied as from 1978,

Whereas the Communities are to have full disposal of their resources
as referred to in Article 4 bf_the Decision of 21 April 1970, the
entering as revenue of which neééssarity follows from the amounts esxa
blished,

(1)J.0. L.94 of 28.4.70 p. 19



Whereas 30 %-. as cwn resources derived from VAT are concerned the
provisions of Article 22 of the Sixth Directive of the Council relative
to VAT car create inequalities between the Member States in the making
available of trie said resources and that it is necessary to eliminate

these inequalities,

Whereas a new unit of account, called the European unit of account (EUA),
will be applied to the budget as from 1978,

Whereas in order to guarantee the financing of the Communities' budget
urder all conditjons 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 ¢&) 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 criterja set out above implies a
gereral amendment of Regulation 2/71 and that consequently it is deemed

neressary to repeal it,

HAS ARCETED THIS REGULATION.



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 REGULATION:
TITLE I

General provisions
Article 1

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
accordance with their own provisions laid down by law, regulation or administrative
action and shall be made available to the Commission as specified in this
Regulation, without prejudice to the provisions concerning revenue derived from
value added tax adopted by Council Regulation (EEC, Euratom, ECSC) of

(hereinafter called the 'VAT Regulation?).

Article 2

1. 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.

XI1X/354/77-E
Proposal which replaces the proposal

for amendment of Regulation 2/71 of
2 June 1976.

Original text amended 1o 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 reciify an entitlement
established in accordance with paragrap. 1.

Member States shall 42k - 211 reguisite measures to ensure that the supporting
documents concerning established entitlemeonts and the making available of own
resources arc kepi for five years.

Article 4

i»nch Member State shall inform the Commission, at the latter®s request:

(n; .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.

?. The Commission shall pass such information to other Member States at
their request.

Proposal for amendment of 2

Unchanged.

Tiine

ie



- 19 -
Article 5
Each Member State shall draw up yearly a closing statement of account together Original text with date changed tolggigznin
me

with a report on the establishment and control of own resources and shall forward | to bring it in line with the ti
this to the Commission before Z§b Juné7 of the year following the financial year Article 11.
in question.

Article 6

1. Accounts for own resources shall be kept by the Treasury of each Member Unchanged. o
State and brokén down by type of resource. ,’fw*' . ud

' from the time limit ”
2. The established entitlements shall be entered in these accounts at the Original text ap?é*i wording for VAT
latest on the twentieth day of the second month following the month during which inclusion of spe®®® ' S
the entitlements were established. However, with respect to own resources 7
accruing from VAT entitlements established after 31 December of each financial //// e

year relating to operations carried out in the same_financial year shall be

included in these accounts at the latest by Zfb Ju#§7 of the following financial ) \%v;
year. : P

-~ ,{;i’{eleted-
3. FEach Member State shall forward to the Commission, within the same period, Origina?f??raed.
a monthly statement of these accounts showing the position as regards the Para;/?;é{zted.
entitlements established for the month in question. Para;x{x

An anmual summary statement of amounts established in each financial year in .
accordance with the provisions of Article 5 of the VAT Regulation shall be o
sent to the Commission at the latest by /20 Jun§7 of the following year. - e
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Article 11

Tne ertiile

sileweis @staolished under Article 2{2) shall be entered in the
nihly return covresnonting to the doir ©f Lhe new establishment and shall be
A tloida v ALl SN = ; : ‘
added %o or subtracted from t ¢ totri :u.suniy of established entitlements.
ad 5

"ITLE IT

Provicie w making available and paying over the

Tmaunities! own resources

' Article 8

~roown resources established shall be credited by each Member

. sceount opened with the Treasury for this purpose in the name of
L T0Ne

i T i ce
~wever, the own resources accruing from VAT shall be entered in accordan

1th fthe procedur. laid down in Article 11(3) and (4). This account shall be
kept free of charge.

*. dechoamcunt shall be entered gross. In the thirty days following notification
~:; y wotry,y the Comnission shall issue a transfer order in favour
| .he Member State for the amounts corresponding to the standard refund for

he 2xpenses Lacurred in collection as referred to in the fifth subparagraph
of Article 3(1) of the Decision of 21 April 1970.

1Refer 1o Article adjusting VAT contribution.

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

Corresponds to Article 7 of original text.

Second subparagraph of Para. 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
Communities! budget not financed from customs duties, agricultural levies, miscellaneous
revenue and, where appropriate, financial contributions based on GNP,

Te

2

1

Article 10

An estimate of the own resources to be paid over by each Member State, where
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 actuzlly 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 llember 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
cguri 1o that of the advence payment.

Moo o s e ot e eae

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

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
meking an advance entry of customs duties
and agricultural levies.
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3. Nevertheless, the own resources accruing from VAT or, where appropriate, the

financial contributions based on MiP. -1all be entered on the first day of each
month, the amount being .ne—tv '~ of the total entered under this heading in
the budget.

Calculation of the one tu . Zor the month of January of each financial year
ghall be based on " : _awoun.o entered in the draft budget; +this amount shall be
adjusted when th. ext moath's instalront is paid.  If the budget has not been
adopted befcre wue boginning of the financial year, the twelfths shall similarly
be calcu ied srem the zmountls entered in the draft budget; the adjustment

sh~"  be oxde on the first due date following the adoption of the budget to

a” ow 1.2 rooponsible authorities one clear calendar month.

sieh Henoer State shall, in the light of the annual summary statement provided

o in Article 6(3), be debited with the amount of his establishnent catcttated
the basis of the rate fixed for the previous financial year

and creditea with the twelve payments made during that previous financial year.

The Commission works out the balance and informs the Member States in good time

in order that the latter may:

— in the event of a debit balance, pay the difference on the first of
Zzuguq£7 of the same year, or

— in the even! of a credit balance, deduct the difference from the -twelfths
payable in respect of the current financial year, beginning with the payment
scheduled for the first of Zzuguqﬁ7of the same year.

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 owm
resources accruing from VAT, the original distribution in the budget between
the latter and the financial contributions based on GNP,

Para. 3 - procedurs for paviig ®iwellthet of
VAT or GHP.

Para., 4 & 5 -~ final settlement of VAT and
GNP payments.
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6, Any change in the rate of VAT or, if appropriate, in the financial contributions
based on @P, occasioned by the adoption of a supplementary or amending budget shall
give rise to a readjustment of the twelfths which have fallen due since the
beginning of the financial year.

This adjustment operation shall be carried out on the first due date following the
adoption of the supplementary or amending budget in order to give the responsible
authorities a clear calendar month.

Te The operations referred to in paragraphs 4 and 5 constitute modifications to
revenue in respect of the financial year in which they occur.

Article 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 increased rate shall be applied to the entire period of delay.

Para. 6: Supplementary or
amending budgets.

Para. 7: Incorporation of final
settlements. .

Corresponds to Article 9, para. 3
of the proposal for amendment of
2 June 1976.



TITLE III

MANAGEMENT OF CASH RESOURCES

1. The Commission shall have ot its disposal the amounts credited to
the account referred to in Article 8 of {his Regulation in order to
replenish the accounts via whi:' . makes payments arising from the
implementation of the bud~~! .. the transfers intended, as regards
funds held in the form .arrency, to restore the structure of the EUA
basket so as to cove- change risks, in accordance with the Erov131on0
of Article 16 of the kogulation on the applicatlon of the EUA

The orde s and instructions which the Commission sends to the Treasury
or to *.1e appropriate department of each Member State shall be carried
out s soon as possible.

_. Tre adjustments provided for in Article 11(6), occasioned by a
su,, cmentary or amending budget raising the rate of VAT or of the
contributions provided for in Article 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.

1Reservations expressed by Legal Service on Article 16
of the EUA Regulation.

Replaces Article 11 of the yropossl for amendumont of
2 June 1976.

Paragraph 1 incerperates certain provisions of
Article 38 of the Financial Rerulavion o 25 April 1973,

Paragraph 2 has beci: medified 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,
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Article 1

1« In order to meet possible liquidity difficulties arising from?

2ag a difference between reverme and expenditure in a given month or
b) own mesources' receipts lower than the original estimates.

the Commission may, having taken'any appropriate steps +to defer the
expenditure, negotiate overdrafts,

2. Thé'geographical distribution of the overdrafts shall take account

of the local requirements of the European Communities as wellvas'the
distribution of the own resources provided for in the budget or of the
actual amounts collected when these are knownin respect of at least three

months,

o o bay

New text allowing recourse to overdrafits
10 overcome temporary liquidity difficulties.



Article 15

As far as possible, any monies aceruing to the Commission's
treasury accounts shall, as a matter of priority, be used to
reduce the overdrafts,

- .-. Any monies surplus to these repayments shall be invested by
the Commission on the most favourable terms offered by the
" markets of the Nember States,

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,

Gt v v, e, whe

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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Article 11

At the end of each quarter, the Commission shall send the Member States
a 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,
make an estimate of the own resources collected 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 sifuation, be the subject of a letter of
amendment 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.

New text.

New text introducing provisions for
correcting any imbalance between ecstimates
and outturn in a given financial year during
the following financial year.



TITLE IV

Procedure for application of the financial
participation of the new Member Siates and,
where approgriate the provisions of

Article 4(2) and 3) of +the Decision of
21 April 1970.
Article 19

le The calculations referred to in Ariticles 131 and 132 of the Act of Accession
shall be made by the Commission at the time of olosing the acocounts for the
financial years 1978 and 1979.

2. In view of the provisions of Article 27 of the Financiaml Regulation of
these calculations and the resultant distribution shall inoclude

all revenue entered in the accounts during the financial year.

Any requisite ad justments shall give rise to finasncial compenaétion between the
Member States concerned.

3« The Commission shall, in the month following the establishment of the
revenue and expenditure account gend to the Member States a statement of the
compensations it has fixed, expressed in EUA, showing the oredit or debit
position of each Member State and the olearing operations required for the
final settlement of the balances.

To effect this final settlement, each debtor Member State shall pay to each
creditor Member State & proportlon of the amount shown on his debit acoount,
this sum being proportional to the share of {the creditor Member State in the
overszll amount shown in the oredit acoount.

The debtor Member States shall, in the month following the notification, pay to
the creditor Member States the amount due, epplying the average EUA rates for
the financial year in question.

Replaces Artiocle 23 of the proposal for
anendment of 2 July 19764 ocontrary to
the above proposal, this Article provides
for the mubsequent application of
Artioles 131 and 132 of the Aot of
Acoession, for various reasons, i.e. to
avoid dirberent VAT rates} to 'avoid
recalculation in the light of the results
of the 1977 finanoial year ~ similerity
with situation envisaged for the Six
between 1975 and 1977.

T e e N
———————————_———
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Article 20

1. This Article shall be applicable where it may be necessary to take provisional
measures in derogation under Article 4(2) and (3) of the Decision of 21 April 1970.

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

3e 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 basis for the
calculation referred to in paragraph (2) above.

4. 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
previminary draft budget, fix the estimated percentage of the budget to be covered
by the financial contrimution(s) of the Member State or States concerned on the
pasis of the propurtion of their gross national product to the sum total of the
grose national products of the Member States, and shall fix the rate of value added
wax corresponding to the remainder of the budget to be covered by the other Member
tateg. These iigares shall be approved in accordance with budgetary procedure.

Corresponds to Artiel:=
proposal for amendosn:


kms214
Text Box


- 30 -

v g

s ¥or the purposes of this Regulation:

{a; the zross national product at msrket prices is equivalent %o
the gross domestic product at merket prices plus compensation
of smployees, vroperty and entreprencurial income from the
rest of the world less the corresponding flows towards the rest
of tne world,

{») the gross donestic producl at market prices, which represents

tre rinal result of the production activity at resident

produser wits, is squivalent to the total production of goods
and servises by the economy, less total intermediate consumption,

J‘,.'l
R4
pius tezes lunked to imports.

TITLE V

congidare Ter the application of Article 4(5) of the Decision of
2% duril 1970,
Article 21 Corresponds to Article 24 of the proposal for
amendment of 2 June 1976 but with fuller
explanations,

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

- all the revenue collected in respect of the financial year
in question, and
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- the total amount of payments made against appropriations for that
{inancial year together with the appropriations carried over
sursuant to Articles 6 and 95 of the Financial Regulat ion., §

This difference shall be adjusted to take account of the net amount
rasulting from cancellations of appropriations carried forward from
previous financial years, and of sums paid in excess of these
arpropriations as a result of exchange rate adjustments made between

the time when the amount of carryover was determined and the time it
war used.

Laehiermore, the valance of the 1978 financial year shall be adjusted to
bake account of the surplus or deficit established when, on 1 January 1978,
‘he belsnce sheet drawn up in units of account on 31 December 1977 is
“=valued In Burcopean 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
{tne amounts corresponding to the entitlements established under
Articles 1 and 2 are made avallable to the Commission as specified
in this Regulation.

2e Member States shall be free from the obligation 1o place at
the disposal of the Commission the amounts corresponding to
established entitlements solely where, for reasons of force majeure,
these amounts have not besen 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 principle concerning
the most important problems arising out of the application of
this Regulation and in particular matters in dispute,

1s Member States shall carry out the verifications and inquiries
concerning established entitlements and the making available of
oWl reS0oUrces. The Commission shall make use of its powers as

specified in this Article.
2, Accordingly, Member States shall:

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

- associate the Commission, at its request, with the measures of
control which they carry out.

Corresponds te Article 13 of the
proposal for amendment of 2 June 1976,

Corresponds to Article 14 of the
proposal for amendment of 2 June 1976,
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Member States shall take all steps required tofacilitate these measures
of control. 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 +o the minimum the Commission may, in specific cases,
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:

(2) the measures of control undertaken by Member States in accordance
with their own provisions laid down by law, regulation or
administrative action;

(b) the measures provided for in Articles 206, 206{(a) and 206(b)
of ihe Treaty establishing the European Economic Community and
Articles 180, 180(a) and 180(b) of the Treaty establishing
the Huropean 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 Commur ity

4o The Commission shall from time to time report to the European
Parligment and to the Council on the functioning of the system.
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5 The Council, acting on a proposal from the Commission, shall
determine:

(a) the conditions 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 applyihg 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

Provigions relating to the Advisory Committee on the Commmities!
Ownt Resources; final provisions

Article 2

1. An Advisory Committee on the Communities! Own Resources
(hereinafter called the 'Committee'!) 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 officialse

The Chairman of the Committee shall be a representative of
the Commissiona

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

3¢ The Committee shall adopt its own rules of procedure.

The Committee shall examine the questions raised by its Chairman
on his own initiative or at the request of the represcntative

of & 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);

(b) 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 ! th
proposal for amendment of - uu

&)

o ©

[0}

1976
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Article 2

The Council Regulation No 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 Official Journal of the European
Communities.

It shall bave effect from 1 January 1978.

This Regulation shall be binding in its entirety and directly
applicable in all Member States.
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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 revenue of a financial year shall be entered in the accounts for
that financial year on the basis of the amounts collected during the
financial year, with the exception of the own resources for the month
of January of the next financial year, in respect of which advance
payment is made on 20 December of the preceding financial year,
pursuant to Article 11(2) of the Regulation implementing the Decision
of 21 April 1970.

Article 26 (page 18)

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

Article 27 (page 19)

Deleted

Article 28

Deleted

Article 29 (page 19)

Delete second subparagraph and amend references 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
Z_fifteenth;7 day of the month preceding the payment.

Article 33

Retain
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Amendments to be made to the proposal for a VAT Financial
Regulation (coM(77)120 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 States by the Communities' own resources, and to
take into account the Resolution embodying the opinion of the European

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 - &dd at the end:

"oand an estimate of the value of the assessment base for each of these

categories of transaction”.

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 "annual summary statement".

Penultimate line:

Replace Regulation No 2/71 by Regulation (EEC) No and delete

the rest of ithe sentence: '"for in question"”.

Para. 2 - Add:

"Any correction made too late to be incorporated in the annual summary
statement referred to in Article 6(4) of Regulation (EEC) No
shall be added to or deducted from the amount of entitlements establistred

in the month in which the correction is made."
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Para. 3 - Delzie the entire paragraph.

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

Para. 2 —~ Replace "the monthly statement" by "the monthly statements

and annual summary statements".

Delete the last sentence: "The monthly statement ceecceccececsefinancial

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 accordinglye.

Article 8

Delete this Article.

Article 10

Para. 1, second sentence.

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

"The Commission may take part in them on fequest. Durirg 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, nd that the appropriate data have been used."

Para. 2 - Replace ~he second sentence: "It may be associated in them on

request" by the fo..owing sentence: %It may take part in them on request".

Article 11

Para. 1 - Add, after Commit*ee 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 Cc "¢z’ v; a strict legal definition of the VAT tax
base seems to rutg out the propo. "~~ chat Member States who establish in certain
sectors @ statistical tax base shou i pe penalised by a 10% surcharge. For this
and other reasons Mr. TUGENDHAT opp ~d this proposition in the Parliament.
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SECOND AMENDED PROPOSAL

under Articles 149 of the EEC Treaty and 119 of the ZAEC Treaty for
a Council Regulation (ECSC, ZEC, Euratom) amending the Financial
Regulation of 25 April 1973 zpplicable to the Cenerzl Budget of

the European Communities
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EOLANATORY MINORANDUM

= memorandum to its proposal for en amendment of the

lation dated 19 Moy 1976 (COM(76)210 final), the
Commission st tc that it was not a question of a general revision,
Yecuuse further proposals for amendment would have to be presented
later svhen the prlnciples had teen agreed upon for the solution of
certuin prob1ems. ™e Commission added that one of these problems
was that of replacinz national contributions by the value added
tax (VAT). As tue Sixth Directive on VAT has been adopted
meanvhile, it is now possible to propose the amendments to the
Financizl Regulation necessitated by the full system of owm

esources,

In the explena tc

Mrancizal Rem

g).a c+ ‘*S

r_j

Uhen it sent to the Buropean Parliument the text of its common

guidelines on the t‘1nc.n ial Regulation, the Council said that it
wos wable to tokxe o decision as to Articles 26 o 29 on own

resources. Thc uO“’Cll “da°d that the Commission would shortly
submit to the Council a new proposal on these Articles vhich would
take into account the adoption of the Sixth VAT Directive.

The Commission is precenting a proposzl for a Regulaticx implementing
the Decision of 21 April 1970 on the replacement of financiel
contributions from liember States by the Communities' own resources,
znd an amended proposal for the VAT financial regulation,

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

the provisions for the entry into accounts of revenuve for the
finanecizl year based on the entitlements established at

31 December by entry into accounts on the basis of amounts
collectcd during the financial year. This propogal returns to
*he original proposal made on 19 oy 1976, which was drcpped in
r2oponse to the Cpinion of the Europcan Parlicment. The arendment
is vo the effect that the revenue section of the Budget and the
contcl accounts should reflect the actual amounts collected between
1 Juaulry and 31 December. The result will be that the customs
cdutier wnd agricultural levies collected in 1978 but relating to
1977 will be crodited to the 1978 firancicl yeor;  this will
reduce by e same amount the owm resources for 1977, but the
differencc nay be made up by GNP contributions uxnder the present
system anc up to the limits of the rclative sharc of each Member
State. In hiz way 2 solution is found to the cash management
difficullies wrich would result if the text based on entitlements
established wers preserved.
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The application of the EU“ a5 from 1 January 1972 nccessitates two
proposals for amendment

(i) fixing of the rate for the conversion of contributions expressed
in EU4 into national currencies;

(ii) increcasing the figures of certzin amouats in the articles on

contracts for supplies, work and services.

As most of the operations which must remain below the threcheolds
fixed by these amounis are itransacted in Belgiar Troncs, meintenance

of the rezl voalue of these thresholds reguires an incrow
before conversion into EUA, according to the rate 1 w.o. = 1 ZUA.
1 ©
The amounts in question are those set cut in Articlec 60, €2 and 65,
]

The second amended proposzl 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 se

under separate cover.

et

-
“


kms214
Text Box


SECOND AMENDED PRCPOCAL
wier Articles 142 of +the DEC Treaty and 119 of the ZAEC Treaty for

™"

alizn TCRC, ZBC Furatom) amending the Financial Regulation

~

m T o~ .

of 73 April 1973 applicable fo the General Budget of ihe Zuropean Communitics

— e i CEE DTD mrv M WY e R e s weviemd  SRT W GIKY 01 ENw dmm G ER Smm GEN SN D Saw AR0 GNP GEN G MNP GAR OES TR G GEe e @00

Boh ™ T TATIDATD AT A TTMTTYS
TIZ COUNCIL CF THL ZURCPEAN COMMURITILS,

Ty o e el
Having regzard 1

o
HAS ADCPTED THIS REGULATION:

L5 I -
Lale Lre\.:.'t:f se00ss0e000e00eBRRICOEOL

Article 1

1. The following articles shall be worded as follows:
Article 6

1. The financial year shall run from 1 January to 31 Decenmber,

Is) ~ -1 - 33 ER) sy I .
2e zl yeor choll ke entered in the accounts for that
_H_J_bnlr,_.m e ey e o o e e
ois of the anounts collectzd during the finwrcizl
n—J-:.‘-.’v—-w.‘“—-—:—_zrnu—o’u——--n:ﬁ———‘rm———
of the ¢im resources for the mentn of Jaziuary
ot A AR - Sttt
in : :
N .
——9 *
Vs A v o
4o { no cnange
v;' ’\

1. Istimates of the owm rescurces and, if appropriate, of the contributicns
cferred to in Article 4(2) and (35 cf the Decision of 21 April 1970 o

refe
be paid by each lember State shall te cntered in the Budget, exprescel
in ai*- of account as defined in Article 10. They shall be made

availutls and paid over in accordance with the provisions_of Council
Regulat:: _._,_._._._(gﬂg,_Euratcu_ BCSC) implementing the Decision of
= T B A e SO A T P L
gl Azril 200 oa the replacemsnt of financial contributions_from

gp:beg_gﬁ:ﬁ;; s thi;gpgpgpgﬁ;pgf owWn resources,

2. Deleted.
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Article 22

The balance from cach financial year, calculated in accordance with
Cowncil Regulation ..... (BEC, Burwtom, ZC3C) implementing the Decision
of 21 4pril 1970 on the replacement of fimancial contributions from
lember States by the Communitiss! own regources, shall be enieored

as revenue in the case of 2 surplus or cxpenditure in the cuse of a
deficit in the Budget of the second subsequent finencial ycur,

-

Article 30

1. The contributions provided for in Article 4(6) of tlc Dceisien
of 21 April 1970 shall be paid over ac follows:

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

~ the remcining five-twelths not later than 15 July.
2. 4ny contribution or cdditional payment due to the Budget from the

Fember States must be entered in the accouni(s) of the Commisczica
within thirty days from the date on which funde are czlled for.

3. Those various payments shall be entered in the cccouwnt provided for
in article 8(1) of Cowngil Regulation ...... (ZIC, Zupatom, ZCCC)
implementing the Decision of 21 April 1270 con_ihe rcplucencnt ol
fluaacizl contributions from Momber States by tae Commuities!

o resourceg and shall be subject to the provisions of
arlicle 12 of *hat Regulation,

Article 32

The contributions_provided for in Article 4(2), (2) cnd (£) of the

Decigion of 21 _hpril 1970 ghell be exprossed in ihs Buropccr wiit

of_sgegunt_as defined in frticle 10 of this Finoncinl Regulotics,

They shell be ceanverted into the respective natiosal currencizs on

Ihe bugis of the rate for the ZU% zpplying on the Zirsy roriing dog

following the fiftecnth day of the_month preceding the pavmant.

Article 6O
Contracts may be made by private treaty:

(2) where the contract for the purchase or hiring of goods, for
provision of services or for building works involves an amow
not exceeding é 200 wnits of account, the Imsiitution being bound,
however, as fur s possible and by all appropriate means, t
enable suppliers who are likely %o be able to supply the rocds
and services in question ‘o compete;

Subperagraphs (b), (c), (d) and (e¢): no change.
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(A%

Article 6
RENTEICE S,
In each Inuu*tui:cn, before the authorizing officer tckes a decision,
cemtracts invewv.r s amounts excecding 13 000_units_ of account shall
ho mubmitted for the op;nloa of an dv1uo*y committee on procurements
and contracts vhesc rules of procedure shall be laid down in the

reasures 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 scervices supplied does not exceed

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

This Regulavion shall enter into force on e.eee

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
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EXPLANATORY MEMORANDUM

1. The application in full from 1978 of the own resources system based
on the financia?! autonomy of the Communities has necessitated recasting
the legislation on this subject, and the corresponding proposal for a
Regulation2 means that changes must be made to the proposal for a

Regulation on own resources from VAT, already sent to the Council1.

These changes are embodied in the proposed amendments annexed hereto,
to which have been added those suggested in the Resolution of the

Buropean Parliament3 which the Commission was able to accept.

2. The amendments resulting from the recasting of the legislaticn ou

own resources are the following:

- rTeguesi for arn . estimate of ihe appropriate data to facilitate the

estimating of the emovuts woich the VMember Siates will be asked to

—~ antreduction of an anvual zummery statement of entitlements establisizeds
as a result of the system of own resources from VAT, this statement

souidi he preauced ~ftar the closvre of the financial rear to which it

reramr frtoole TO U)o
=~ aeleticn from tue Lowmissicn’®s criginal preposal of zll references fo
The proviELong o ke vsvment 7 swn resources {Articles § snd 8). as

e
these provisions e LL.OTiraTtes in the regulation replacing

cecs {HEC, Euratom. ECSG)

on the replacement of
oy the Communities® own
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3. The amendments propesad Ly the European Parliament in its Resolutica
(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 incorporaved 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 annexed hereto incorporates only the text of
those articles of the Commission's original proposal which have been

amended. The changes are urderlined.
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AMENDED PROPOSAL
for a

; ' Rae, - .on implementing, in respect of the own resources
.rom VAT, a9« Dezizion of 21 April 1970 on the replacement of
- lmancizl .2 ributions from Member States by the Communities'

1
own resources

L TRLGaETITR - L IORE . TR 12 RN TR

T wseion, Toc.bais and Articies 1 to 3t no change
Article 4

1. mno change

2(a) no change

2(vj transactions as set out in Annex F to the Sixth VAT Directive
which the Membsr States exempt in accordance with the option

provided for in Article 28(3)(b) of that Directive;

shall be the added value as established from declarations to
bé made by the taxable persons or, failing these, from

appropriate data, such as tax declarations, business accounts and

complete statistical series.

3. The Member States shall inform the Commission, before the
beginuning of eaca financial year and prior to its presenting the
Preiis:nary Drafi Budget, of the solutions they propose to adopt to
deter.....2 the assessment base for each of the categories of transaction
referrei .: in paragraph 2, indicating,where applicable, the nature of

the data ... .. they consider appropriate, and an estimate of the value

of the usse:. :11v_base corresponding to each of these categories of

ogerations.

1Comple‘he text: see UJ .o C 110, 6 May 1977, p.2.
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This information for the financial year 1978 shall be sent as soon as
possible and not later than 1 October 1977.

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

the Commission shall examine, on the 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 Regulation.

1.

2.

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 ¢f an

incorrect or incomplete establishment shall be regarded as a fresh
establishment.
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3. F-erv 2siablishment or correction made too late to be_included

in the z-mual summary statement referred to in Article 6(4) of

d—c

Regrtetic: Yo ... shall be added to or deducted from the amount

of entitlements established during the month in which the

establishment or correction itself was made.

Former 3: deleted

Article 6

no change

Article 7

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

- the making available of VAT resources shall be governed by the

provisions of frticles 6(1) and (3), 9, 10, 11 and 12 of

Regulation (EEC, Buratom, ECSC) No...

Z. The clesing statement of account, and the monthly statemenis and

the annual 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. If _the Community rate is changed during the ifinancial year, the

amount ~7T own resources entered in the account held by the Member State

shall v~ ~~mrected accordingly as from the date of the change in the

Comr-nii. .ie.

Article 8

deleted
Article 2

The provisions of Ar icles 1,4,22 and 23(3) of Regulation (EEC, Euratom,
ECSC) No... shall apply “> V. resources.
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Article 10

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 owm request. During

these checks the Commission shall ascertain that the assessment base

centralizing operations have been performed 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. It shall take part therein at its owm request.

3. No change

Article 11

1. A Committee on own resources from VAT (hereinafter called "the

Committee"), consultative in nature, is hereby set up.

2. No change

3. DNo change

Article 12

1. 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)(®), 5 and 22(3) of Regulation (EEC, Euratom, ECSC) No...;
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(v) cares of force majeurs as referred to in Artiole 22(2) of
Regulation (EEC, BEuratom, ECSC) Noe..3

(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 accordance with the provisions of Article 4(1).

Article 13

No change
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