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A FXPLANATORY NEMORANM

' . K r) | - ‘ ’
D When the proposal for Councll Regulatlon (EEC) Wo 574772 was being
drafted, 1t was considered preferable, for the sake of clarity and to ensure
wmiform-implementation, to bring together in one single article all questions -

concerning the conversion of one currency lnto another for the calculatlcn,
paymenb or refund of Penefits, - L . .

. Thus, Article 107(1) of Cou.nca.l Regula:blon (EEG) No 574/72 lists
. all the proV1slons ‘of Council Regulation (EEG) No 1408/71 and. of Council
_ Regulation (EEC) No 574/72 for thé purposes of which the conversion of
-amounts  shown in different national- currencies is effeoted at the official
par vaiues declared by the national monetary authorities: and recognized by
the Internatlonal ‘Monetary Fund., Article 107(2) provides that in all other
.’ ‘cases the conversion is made at the- rate of exchange actually used at the
‘~ft1me of payment. ' 2

: These meohamlsms, taken over from the prev1ous Regulatlons Nos 3

-and, 4 and the Decisions taken by the Administrative Commission in pursuance
‘of these Regulatlons, remalned valid whlle these Regulatlons were 1n foroe.
, ' The 1nternatlonal monetary'system “that ex1sted when Artlcle 107 was

belng drafted was based on the Bretton Woods Agreement which provzded for fixed but

adjustable gold parities and exchange rates with very narrow fluctuation

margins, However, this system has been drastloally changed since the

Washington Agreements of .18 December 1971, Apart from the official gold

parities ~ which no longer correspond to market exohange rates - each countny

now notifies a "cemtral rate" which is less legally binding and easier to

valter than official par values, Moreover, fluctuation margins have been -

widened and, in some cases, abolished, : '
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"~ In order to maintain among them stable monetary relations, the .
Member Btates introduced in April 1972 a Community exohange system with as

‘its- promlnent feature a narrowing of the fluctuation margins of Community .
_ourrencies (2,25 per cent instead of 4.5 ?er cent under the Washington '

Agreements). However, the Pound Sterling (United Kingdom and Ireland) began

“to float on 23 June 1972, followed by the Italian Lira on 13 February 1973

and the French Franc 'on 19 January 1974.-In addition, the German Mark was

- révalued on 11 March and agaln on 29 June 1973 and the Dutch Gullder on_
17 September 1973. S T4 Lo S

- ‘ +

As & result, Article 107 of Regula‘b:.on No 574/72 had already been.

‘overtaken by events when that Regulatlon was adopted, Social ‘seourity benefits

1n,the different, currencies céased to be of equal value wherever conversions :

-were effected at par- value and one or more currencles deviated substantlally

2N

o - the marﬁet._

In order to remedy the inconsmsten01es arlsing from - thls s1tuat10n,
the competent authorities of ‘several Member States took the initiative of

-applying transitional provisions pendlng a revmslon of” Artlole 107 of Council
;Regulaﬁlon (EEC) No 574/72. : | . . , -

3

. The proposal for a Regulatlon presented herew1th amends Artlcle 107'
in such a manner as to relate it closer to monetary realitiegs '

"Where two currencies ‘whose dlfference between the market exohange

‘rate and the: rate that corresponds to their de facto parity ratio (iie, the

central rate or the par value declared to the International Monetary Fund).
may not exceed a margin of 2,25 per cent, the conwersion ig to be made by ...
eferenoe to tha£ de facto parmty. - : - .
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"In the case of two currencies whose difference between the market

exohange rate and the rate that correspoénds to their de facto parity ratio

‘may exceed a margin-of 2,25 per cent, the conversion is to be made by
‘reference Yo an exchange rate oalculaﬁea by the Commission on the basis of
the arithmetic. mean of-the exchange rabtes of these. ourrencles recorded on
each of. the two natlonaltforelgn exohange markets.

Article 1(2) of the proposed Revulatlon, which lays down the
exchange rates to be used in the latter case, has in its entirety been taken
over from Article 1(3) of Decision.No 354?/73/ESCS of the Commission of
19 December 1973; published in the Official Journal of the- European Communlﬁles
No L.361 of 29 Deoember 1973, ) , . .

‘The rates to be used in the Mﬁmber States for the purposes of the

1

- provisions. listed in paragraph 1’ (which have been strictly confined to cases
- involving caloulation of benefitsy excluding cases relating to reimbursement)

- LN

=

are to be based -on rates recorded in Aprll for those:to be applied from.l July'
following, and on rates recor&ed in October for those taklng effect on . '
-1 January follow1ng.~ R , . SRV

>

Whenever rates flxed in accordanoe w1th paragraph 1 fluotuate by "
" more than 10 per cent,.the Administrative Commission will examine whether the ..

"gubstantial, fluotuamlons that have occurred are likely to persist -or whether,

" they &re merely accidental and, on that basis, decide whether the reference -
perlod ought %o be changed. o S o o . '

3

The exchange rates to. e used - that is,. those oalcula+ed by the
Comm1ss1on for the purposes’ of Article '107-of Regulation No 574/72 exclusively -
‘will be published in the O0fficial Journal of the Buropean Communities during
the last month but one preceding the month. from the first day of which they |
'will be applicable, This will enable the social security institutions of the -
Member States to make, the necessary calculations and to issue the correspondlng
orders for payment in time so as to ensure that the persons concerned W111 ’
receive them by the flrst days of the new period of anpllcailon.

- Paragraph 6 1s, as regards ite substanoe, 1dentloa1 to the present
Ar’c:.cle 107(2) of Regulation No 574/72.

Paragraph 3 provmdes thax the Admlnlstratlve Commlss1on is to fix

- the dates to be taken into acoount for determining the exchange rates to be

used in the cases referred to in paragraph 1; these are adminigtrative
implementing provisions similar- to those whloh the Admlnls%ratlve Comm1531on
adopted under “the former Regulatlons Nos 3. and Ae
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Proposal for a .
COUNCIL REGULAmION (EEC)

* amending Article 107 of Regulatlon (EEC> No 574/72 of the Council
- of £1.March 1972 .fixing the procedure for implementing. Regulailoﬁ

, (“Wu; No 1408/71 on the application.of -social security schemes to
-empioyed persons and their families mov1ng‘w1th1n the Community

2k Y

¥

THE COUWCTL OF THE EUROPEAN COMMUWTW*ES,

’ H&VT?: HuMuBD to the Treaiy establlgh*ng “the European Economic Communlty,
. and in arulhular Artlcles 2, 7 and 51 hereof, - o . i

HAVT“W Wﬁ“iPD %0 Begulatlon (EFC) No 1ﬂ08/71 of the’ Councll of 14 June 1971
on b application of social seou v,@~nemes to employed persons and their
femiliss moying within the Commumity™!, last amended by Regulation (EG) -
NO 5 fja and in partloular Article 9T thereof,

HAVINP RP“AFD to Regulatlon (EEC) Yo 574/72 of the Couno:l of 21 March 19723)
le:ng the procedure for implementing the aforementioned Regulatlon (EEC)
¢%u8/(i~ last amenqed by Regula ion (EBC) No 2},

i

HAVING RLGARD to the proposal from the Commission drawn up after consultatlon‘
with. the Admlnlstratlve Comm1851on on Soclal Seourlty for Mlgrant Workers9

HAVING RMGARD to the Oplnlon of the muropean Parllament“ T L

HAYING REGARD to thﬁ Oplnlon of the Economlc and Social Commlttee° ‘

WHEREAS the abovementzoned Regulatlons (EEC) Nos 1408/71 and' 574/72 entered .
. into force on 1 October 1972 and have been appilcable 1n the new. Member '
States since 1 April 19733

THEREAS the 1nternqtlonm3 monetwrv 51tuwtlon has chanﬂed 81noe tho afore~ .
mentioned Regulatlons were ﬁdoptﬂd . - .

N

b - B . . . A -

WHEREAS the detcrmmnntloﬂ of rates of cOnvers1on betwean ourrenc1es for the,
purposss of Article 107(1) of Regulation (EEC) No 574/72 of 21 March 1972 -

. ghould be based as closely as possible-upon monetary realiti 55 heren +
107 ofii:e said Regulation shou?@ %herefogp be amendsc—;d7 * e " ® Ar icle

HAS ADOPTED THIS REGULATION: - Lo B

Los %o L 149, . 5 July 1971, 1 b. 2.
2)05 o ,

305 Mo L 74, 27 March 1972, pe 1.
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Artlcle 107 of Regulatlon (EEC) Nb 574/72 shall be amended a8 follows',,>

"

Currenpv convers1on )

1. For the purposes of the prov1s1ons llsted herelnafter, the rate of .
* conversion into a national ourrency of amounts. shown in another national -
currency shall be determined in accordance with the prOV1si0ns of sub—
paragraphs (a), (b), {¢) and.{(4) belows _ - , :

provisions of the Regulation: Article 12(2), (3) and (4), the last

sentence of Article 19(1)(b), the last sentence of Article 22(1)(ii),
" the penultimate sentence of Article 25(1)(b), Article 41(1) (o) ‘and (),

Article 46(3) and (4), Article 50, the last sentence of Article 52(b),

the last sentence of Article 55(15(11), the first subparagraph of .
‘ Artlcle 70(1) and. the penultimate sentence of Article 71(1)(p)(i1)s

) prov1s1ons of the Implementlng Regulatlon~ Article- 34(1) and’ Artlcle 119(2).

<Methods of determlnlng convers1on ratest

a) in the cage of two- ‘currencies whose difference- between the market exnhange
-rate ‘and- the rate that corresponds to their de facto parity ratio may not
exceed a margin of 2,25 per cent, this dé facto parlty in force on the
last business day of the referenoe perlod speclfled.ln subparagraph (c)
shall be ~useds :

b) in the case of two- curren01es whose difference between.the market exchange
"~ rate and the rate that oorresponds to their de facto parlty ratio may
exceed a margin of 2,25 per cent, an exchange rate shall be used calculated
by the,GommiSsion on the basis of the arithmetic mean of the. exchange rates
- of these curreticies recorded oh each of the two national. forei ¢exwhange
markets’ during the reference period'spéeified~in subparagraph -

c)'thc reference period shall be the month of Aprll for exchange rates to be
« Tused from 1:July following, and the month of October for exchange ratcs
to be uged from 1 Janu@ry followings A

d) the- de. facto parity, as currently understood, means the central raie or
the par value declared o the International Monetary Fund,- ' ‘
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The exchange raﬁes to be used fbr the purposes of subparagrapn l(b) above‘
ghall’be as follows" . , -

.. a) for the Belgian Pranc and the - Luxembourv Frano' the average offlclal

rates quoted on, each. business day’ on the Brussels exnhange=

. b) for the Deuisohe Marks the average official rates quoﬁed on each

- business day. on the Frankfurt exohange° _ ; S

‘¢) for the French Franct the average official rates quoted -on each ‘

bus1ness day on the Parls exchange«

v;d)‘for fhe- Itallan Llra. the average of the- average offlclal rates quobed‘

on each Jbusiness day on the Rome and Milan exohange5° o -

) é)~for the Dutch Guilders the average offiolal rates quote& on eadh :

bu51ness day on the Amsterdam exchenge;

',‘;f) for the United Kingdom Pound’ wnd “the Irish Pound' the average rates’

on each business day at midday on the exchange markets of the two’
Hember States concerned, in London and Dublin respectlvely,_

) g) for the, ‘Danigh Kroners: the average official rates quoted at midday

4"
. than 10 per-cent, the Administrative Commlss1on may alter the reference
" 'period spec1f1ed in paragraph 1(c)‘

5e

‘be used in the cases referred to in paragraph 1 shall be fixed by the

graph 1 shall be published in the Official Journal of the Buropean

‘at- the meeting: ‘presided over at Copenhagen on each bu51ness day by

\ " the- Nablonal Bank of Denmark‘

1» .

A

The date fo be taken into account for determining the exchénmé‘iates to -

-

Admlnlstrailve Commiss1on on a.proposal from the Audzt Board¢

Whenever the rates leed in accordance with paragraph 1 fluctuaie by more_

The exchange rates to be used fof the plirposes of the prOViéioné of DAY~

Communities in the course of the last mopth but one preceding the month )
from the flrst day of. Wthh they are o take effect. e

>‘In bases‘not oovere& by paragraph 1, "the conversion shall be ﬁade at the
.rate of exchange actually appllcable at the time of payment both when
" paying benexlts and when making reimbursements, -

Article 2

Taey

'Thig Reéulatlon shall enter into'fofce on the day of its publication in.ﬁhe

+Official Journal of the EurOpean Communities.

T4

shall be applicable as from 1 July 1974. Tt shall be blndlng 1n.¢s

entirety and directly applicable in all Member States, L

Done a’b BmSS@lS b Ol’l oonaenunoupeeoso.oo‘voeao

For the Council,

4005 %00 SNV ODNEOO0eI P00

\ -
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