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EXPLANATORY NOTE

Under Article 14(4) of Council Regulation (EEC, Euratom, ECSC)
No 2/71 of 2 January 19?1‘1%he Commission should have reported to
the Council on the operation of the own resources inspectlon

a-rangements before the end of 1973.

It was‘impoésible to keep to this deadline as Council Regulation
(EEC, Eﬁratom, ECSC) No 165/?ﬁ determining the powers and
obligations of officiale appointed by the Commission pﬁrsuant to
Articleliﬁ(ﬁ) of Regulation No 2/71 was hdt adopted by the
Council until 24 January 19740(2>
proposal for a regulation to the Council on 2 June 1972.

The Commission had sent the

thsequently, until 31 December 1973 own resources inspections
were carried out on the baéis of prior agreements concluded fdr
each visit with the Member State concerned, as there were no
provis1ons for implementing Regulation No 2/71. True association

with national inspections did not begin until the financial year

1974,

Coasequently, the Commission could not submit a proper report to

the Council on the operation of the system in its final form

without also taking into account the inspectlons carried out in

1974 in accordance with the prlﬂClples set out in Regulation
No 2/71 and defined in greater detail in Regulation No 165/74.

_(1) GJ No L 3, 5 January 1971
(2) OJ No L 20,24 January 1974
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Pursuant to Article 201 of the Treaty establiching the EEC and Article 173

of the Treaty establishing the EAEC, and in order to balance their Budget, -
the Commurities have been allocated own resources in accordance with the

rules laid down in the Decision of 21 April 1970 on the replacemeni of .
financial contributions from Member States by the Communities' own resources .

-

1o The Communities do not collect the own resoéurces themselves.  They do

s0 indirectly through the authorities and agencies in the Member States, the
latter meking the services of these authorities and agencies availeble to
the Communities, so to speek. The arrangements for the collection of own-
resources for the Commission of the European Communities are laid down in -
Regulation (EECq Zuratom, ECSC) No 2/'[12 implementing the Decision of

21 4pril 1979, and they may be summarized as follows:

=~ The Communities® own resources are established in accordance with the
national provisiens laid down by law, regulation or adminisirative action.
(Article 1 of Regulation No 2/71); howevor, the Fember States ascume tho
rioks of nen-recovory and place the amounts omtablished at tho disposal of
the Communities within the time-limit laid down in Article 6 of that -
Rogulation, '

« The Commiseion, for its part, receives appropriate guarantees that the
procedures for the establichment entry 1in +tho accounts and making available
of own resources by the national authoritioes or apencies are carricd out
properiy: such guarantecs consist mainly of information on the work of the
natilonal agenciss concerned with the collection of own rosources, This
information is gent to the Commission regularly in the form of half-yeéarly
and ye.rly reports (Article 5 and 13 of Regulation No 2/7i), information on
paticnal legiolation on this subject and information on the national
mathorities or egencles responsible for collecting the resourcesi othor—
wise, the Commiwslion may obtain such information itself on the spot when
its authorized officianls are mssociated with naiional own rescurces
inspections carried out by the Member States on their own initistive or at
the request of the Commimsion (Article 14 of Regulatin: Ho 2/71).

Indeed, the Commiseion may be associated, at its requenst, with $he inspoctions
carried out by tho Momber States, Furthermore, the lienb:r Staten may be
asked, by means of a request from the Commiscion, stating tne ressons
therefor, 4o carwyy out additional inspectiona, : ~
Tho Comndacion's right to Le informed and %o menit.p Own.fwﬁdufﬂgﬁ ie thau
a consoquence of having made the national sulnoritiss rozvensible for
ocllocting these resourscey. )

107 o L 94, 28 April 1970.

208 Yo L 3y 5 Jamuaxy 1971

. L I
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2. Pursuant to Artlcle 14(4) of Regulation No 2/71, the Commigsion had to

report to the Council on the operation of the inspection arrangements before
the end of 1973.

However, as sircumsiances prevented the immediate adoption of the implementing

- provisions relating to the powers and obligations of the officials appointed

by the Commission to carry out such inspections, it was not until the
bezinning of 1974, when Council Regulation (EEC, Buratom, ECSC) No 165/74
of 21 Jaxmuary 1974 was published, that the Commission could be fully
aszociated with the national inspections in accordance with the relevant
provisions of Regulation No 2/71.

Cowmission staff had in fact been associated with such inspections before

iren on the basis of prior agreements concluded with the relevant Member
btaue in connection with each visit. '

Consequently, the Commission could not submit a proper report to the Council

.on the operation of the system in its final form without also taking into

account the inspection visits made in 1974, the first year in which the
Commission was fully associated with such visits in accordance with the

principles set out in Regulation No 2/71 and defined in greater detail in
Regulation No 165/74.

The Commission thinks that such a report should contain:

I - an oxerination of national measures in the Membor States on the subject
of verifications and inquiries;

II - an oxamination 6f the information submitted to the Commiesion in the
yearly and half-yearly reports;

LIl = an examination of the'arrungemunte'for the association of the

deparimenis of the Commission with the 1napeotiona carried out by the
Membor Statos;

IV = & general assoscoment of oooperation botweon tho lember Sistcs and the
Commiscion concerning inspections, and proposals for improving tho
gystem in the light of experience gained,

1OJ No L 20, 24 January l§74.
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I. NATIONAL MEASURES IN THE MEMBER STATES RELATIhG TO VERIFICATIONS AND
- INQUIRIES

The Member States carry out verifications and inquiries concerning the
estabiistment and making available of own. resources., Furthermore, pursuant
to Artisle 4 of Regulation No 2/71, each Member State provides the Commission
with the following information at the Commission's requesti:

- the desigmations of the departments or agencies in the Member States
. responsible for eetablishing own. resources and, where approprlate, their
- statutes; .

- the general provisions laid down by iiw, regulation or administrative

action or relating to accounting procedure, concerning the establishment
vof own resources and their being made available to the Commission.

'A.' A distinotion can be made between two main types of national lngpcotlon
relating 1o own resouroces. '

1. Internal or administrative inapcction

The principle of internal or administrative inspection 1is virtually
identical in all Member States. It conziste of internal inspections
carried out by administrative superiors or by .a spec;allzcd inspection -

. bodyo

These inspections ~ whether they are carried out sxmultaneoucly or )
subsequently - make it possible for decisions taken by subordinates to
be rovoked or changed. . The officials appointed for this purpose carry
out inspections either on the basis of documenis or on the spot in
unannounced visiis during which they have extensive powers concerning
notification and investigation. They draw up a report 4o be submitted
to the loocal superior to whom they are answerable or to the central
administrative body of the Ministry to which they report.

2. Ixternal inapection -
Broadly . speaking, external inspection is adminigterad:
- by the courts in the Member States of the Community as originally
‘congtituted, under the aegis of the national Audit Offices, the roles
and respenuﬁbilit;cs of which vary from couniry to couniry;

- by Parliamenﬁ in the three new Member States.

In the United Kingdom the Controller and Auditor General is appeinted -

by the Crown and has a status similaxr to that of a High Court Judge.
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In Ireland the Compirolier and Auditor General is a constitutional
officer appointed by the President on the nomination of Parliament.

In both countries these officers have extensive powers to obtain all -
information or documents which they consider necessary for the
performance of their duties. They present to Parliament a report
which is considered by a Parliamentary Committee empowered to examine
witnesses. This Committee makes recommendations and comments with
regard to financial conirol, accounting procedure, wasteful expenditure
etc. , ard its recommendations are generally put into practice.

In Donmark, Parliament appoints five inspectore and five deputies for
a periocd of four financial years. Those inspectors are answerable
only to Parliament and are recponsible for inspecting the annual
accounts of the State. They may ask for all thé information which
they need for the performance of their duties and may require the
pregsentation of supporiing documents.

Thoy base their fesearoh mainly on the reports roceived from the
departmente responsible for auditing the accounts, which are th
higheost administrative authority on the matter. "

B. It must also'bc pointed out that, in essence, external inspection

in the Member States is oloser to that administared by the Audit Board of
the Buropean Communities pursuunt to the special provisions contained in
the Troatiec establishing the EEC (Article 206) and the EAEC (Article 180)

and set out later in Regulajion No 2/71 (Article 14(3)) and in the Financial
Regulation of 25 April 1973, '

On the other hand, the Commission's supervisory role in this field ~ in
connecticn with whioh it may ask to be associated with Member Statest
inspections ~ takes the form of inspections made by authorizing officers
which resomb.y national internal inspections.

The Commission therefore obtainc information on this second type of

inspection from the Member States and it is with esuch inspoctions that the
officials appolinted by the Commission gencrally ask to bo ascociated.

107 Mo L 116, 1 Moy 1973.

P -




IT. IVTORMATIOW CONTALNED IN THE REPORTa SENT TO TT“ COI?TSSIOV BY THB o
MEMBER STATES - :

Provision is made in two articles of Council Regulation No 2/71 for reports o

. to be presented to the Commission by the Member States.

Article 5 of Regulation No 2/71 provides that cach Kember State shall draw _
up yearly a summary statement of accounts together with a report on the
gstahlishment and monitoring of own resources and shall forward this to
the Ci-wission before 1 June of the year follow1ng the flnanclal year
concorneds
Article 13(3) of that Regulation provides for half-yearly reporis relating
to questions of principle and matters in dispute which have arisen.

These reporis appear regularly for discussion on the agenda of the meotlngs
of the Advisory Committee on Own Resources set up by Article 26 of
Hegulation No 2/71, At the third meeting of the Committece it was agroed
that the report on the mecond half of the year would be combined w;th the
ammal report for whzch provision is made in Article 5.

The information obitained by the Commission is rather general but cnables it
to perceive any chortcomings in own resources legislation and, where '
appropriate, to make proposals with a view to improving it. In addition,
the Commission bases itself on this information in order %o check 1ta
forecasts ‘and plan its inspections. ‘

The Member States have agreed to draft these reporis in accordance with an
outline proposed by the Commission.

According to the texit of Artioles 5 and 13(3) of Regulation No 2/}1 them
.are basa\ally two types of information to he included in the: reports:

= statistical data relating to the normal operation of the own reBOUrcas
collection syatem, together with comments; -

= an examination of difficuliies ariaing as a result of coliectidn_
The outline for annmual reporte is in two parte therefore, one dnvaucd to

statistical information ralatmng to the whole of the year under roview and
the other oancerning diffioulties that have arisen during ihe came poriod.

For 1974, only *he amountg in own resources aciually transferred wero
availablc, as the annual reports from Member ot&t“" were not received
in *1me.
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Ceneral statistical information

In general, sach Member State presents its data in accordance with |
- the following outline: : :

. Forecast Cutturn

Category of resources national national %

Uea
Uede | qurrency | 2*%* | currency

Customs duties established

Cucstoms duties to be paid
over

Import levies
Export levies

Non-member country monetary
compensatory amounts

Accession compensatory
" amounts

Sugar levies = gtorage 4 A A

Sugar levies = production
exceeding basic quota

Total own resources to be
paid over

With these data it is possible to make a comparisont:

= in the annual roport, between payments for the twelve months of the

year and the final figures, taking into account supplemeriary and
amending budgets; :

= in the halfw-yearly report, Between the amounts establiched and made

available to the Commission in the first six months of the year and
50% of the forecasts made for the whole of tho year in quastion.

Annex I to this report contains a table indicating ihe own resources

paid over in the 1971-74 period,

Anmexes IT and ITI complement this table with two graphs illusirating,

in general and by category of revenue, the percentage of the Budget
waich is covered by own resources.
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For the 1971=~73 period the main observations concafning the statistical
tables suppliod by the Ihumer Staten can be summarized ag followa:

~ In the case of customs dut1cs, the outturn equalled or exceeded the '
forecasts. - '

In Italy, outturn exceeded forecaeto by as much as 13% in 1973.
This difference is attributable to monetary factors and inflation
hlch mainly as a result of the much higher world prices for raw .
i terlalu and foodstuffs, caused a large increase in the value of
imports into the country°

- In the case of Agr1cu1tural levies, however, a progressive reduction
was ohserved, This was due malnly to a drop in imports of cereals
and beef and veal from non-member countries as a recult of hlgher

" agricultural prices on the world market,

It should be added that the trend in agricultural levies is linked
to the level of agricultural production and European and world
agricultural prices. It is impossible to predict these levels

and prices with any degree of accuracy.

In 1973 the revaluation of the guilder accentuatcd this reduction
in the Netherlands. :

~ In the case of lavies on aurar, outturns were very cloge to forccasts,
pardicularly in 1972, In certain conntries thore was even a

considerable increase in revenue from production levies f011oumng an
abunaant harvest,

, \
Although the outturn in 1973 excecded forocasts there was still o

reduction in rosources compared with 1972 in most of tho eriginal
Momber statemu

2s Difficultien encountered during collestion

The information supplied by Member States under this heading is
dmsparate and presented in tabular form.

Novertheless 1% is 84111 possible to attompt to summarize tha information
sent in since the than01a1_year 1973, as follows.

Basically these difficulties result from:

(a) probloms whioh can be grouped togother undur the general heading
of matters in dispute and which conocern oither divpuien op
irregularition;

(b) quentions of principle arising as a recult of tho colleection of
oWn $OBOURGeE. :
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(a) !sIa't‘ters in 'disnu‘té

- e .The follow1ng,amounts vere 1nv01ved.
ey
** In Germany: The following sums were recovered through o '
' . © proceedings initiated in the course of en&ulrlee:
DM 17 million by way of customs duties
DM 0.6 million by way of levies.

« In Belgium: Bfrs 47 988 062 by way of recovored duties.’

« 13 Bepmark: Dkr ¢+3 BhlliR by Way of duties and taxes were
roaov;raa fo%lﬂmggé attompted illegal importg,

' These amountg include both oustams duties and exgise

e dutieg, sustoms duties represagting only 3-4p of e
' ~ total.

o In France: 4690 cases of irrogula;mty diaqovered - no indicatigp
of the amount involved'.

o In Italy: Lit 270 millien recovered in 1973.

o In Iroland: &6 401 recoverad,

« In luxombamg Lfrs 231 641, reprasonting 0.12% of rocoipte fasn
customs duties, wore rocovaered through roaching

compromise agreemonis. No caso of fraud in connootion
with levios was uncovered.

e« In the The amount was not indicated, but about 1% of import
Netherloandss declaratiens gave rice to disputen,

'. in the There being no national ctatiotics on tho oumg
United roocovared, it may be stated that finos imposad fov

Kingdoms smuggling offences omounted to about £350 000.

w The mattors brought ¢o the Commicoien's attention do not roluto to
tho aame sectors in each lomber Btuto:

o JIn lormany and tho United Kinmdom: artieclos subjeot 1o high duty
(spirits, oiguravtes, 6DAr0 paris for oomputors, 0tc.)e
o A3 rogavds Fronce, 1t chowld bo pointed out thats

= tho wine indusiry ia partioularly affocted by illegul imports
of wino or wine produots from non~mombor eowntrios vhich are
dooclared 43 bo in froe oirculation in ordor to quulify for
Community preferonco;

Y
<

1Na indication as to the sumo recovered was givan by the lembor State concorned.

e Ry
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. -~ cases of persistent fraud have been discovered concerning
products from developing couniries. CGeneralized preference
+treatment was requested 111ega11y for these products. :

; In Italx disputes concern.mainly the regulated agriculturalisectorsa
"o In the Netherlands, disputes oonccrn malnly tariff clas szf;cations,

the application of provisions concerning value for custons
pPUrposes and the establishnent of levies. '

(b) Cuestions of principle

>‘a1nce 1971 a number of quectlons have been razged in the reports which
the ‘Member Stutes submit to the Advisory Committee on Own Resources -
pursuant to Artiocles 5 and 13 of Regulation No 2/71.

'.Thosu queations coricern a number of flields and in some cates a tonbatxve-

solution has been found.

The tariff olaseification of chemically pure lactooe and glucose is a
_case in po;nt.

On {tho subject of the entry in tho accounts of moneotary compensatory

amounts oharged on a% ricultural produots exported to non=member countrios,
d

tho roquirement to déduoct thase amounts1from the export refunds was
rescinded by Council Regulation No 3259 of 19 December 1974 in sertain
casas for certain Member States. This has made 1t potsible to resolvo
dxisting problems in these Membor States.

O%hcr'mat%era‘ﬁra beihg.ekamined,_for oxample the rounding off of the
conversion rate for the agricultural unit of aceount used for
c:loulating ngrioultural levies and monotary compensatory amounte.

The quostisn of how to interpret Article 4(3) of Council Repulation
No 1463/73°, fixing the mothod of calculating the correcting factlor
16 be upplied 1o monetary compensatory amounts, is aleo being examinod.

The diffioultios encountered in 1972 ag regards the ontry of revenus
colleoted for tho first time on ckim milk for animal foedingstuffs,

10.7 No L 349, 26 Decombor 1974.
200 o L 146, 4 Juno 1973.

JREPRTRHR.
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olive oil and starch products have shown that a list setting out the.
own resources is useful.

For information purposes the Commission has already supplied as complete
a preliminary list as was possible, setting out ihe agricultural levies
referred to in Article 2( g of the Decision of 21 April 1970.

Cases of forece wﬁjeurc

lember States may be exempted from maklng the established entltlements
available to the Commission only if they are able to invoke force maacure.

The burden of proof as regards force majeure is incumbent on the Member
diatle concerned.

50 far no case of foroce majeure has been explioztly reported for the per;od

covored by this roport. o ~
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“ III. ASSOCIATION OF. THF‘CONMISSION WITH NATIONAL INSPECTIONS

It is certain that the reports for which: proviaion is made in- Articlea 5 .
and 13(3) of Regulation No 2/71 cannot enable the Commission to recognize all

~ the difficulties connected with the operatlon of the system of own resources

and to eliminate such difficulties.

Clearly, the Commiscion will continue to gain most of its 1nformat10n
uhrouvw being associated with natlonal 1nspect10ns, as is 1ts r1ght under '
ticle 14 of the above Regulatlon, €eflet : , -

- tho Lecond indent of Article 14(2) prov;des that the Commission may be
- asgociated, at its request, w1th the 1nspect10ns carried out by the
ucmber States; . :

- the first indent of Artlcle 14(2) provides, furthermore, that the.
Commiszion may ask the Member States, in a request stating the reasons .-
therefor, to carry out additional inspections.

At the beginning of 1974 the Council, acting unanimously on a proposal
from the Commission, laid down the conditions which officials appointed
by the Commission musti satisfy when they carry out the inspections -

" provided for in Artiocle 14; in particular with regard to professional
pecrecy and the procedures whereby they exercice their powers of investigation.

In the aboence of such rules, the Advméory Committee on Ovwn Resources
agreed, in December 1971, that the own resources inspectionc provided for
in Regulation No 2/71 would by way of experiment, be organized on the

baeis of a gcntlemen 8 agreement between the Hember States and the Commimsion.

1. A"ﬁooiation with the 1nspections up to tho end of 1971 and

lcmcntation of a permanent procedure

_While o draft regulation was being prepared on "authorised officials™,
determining the powers and obligations of officials appointed by the -
Commistion to be associated with own resources inspeciions, visitc
were made for this purpose in 1971 and 1972 in the six countries of
the Commuri ty as origmnally constituted.

e et 7T T
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‘During 1973 similar visits were organized in the new Memboer States. They

enabled Commission officials to make contact with the national departments »

responsible for establishing and making available own resources and %o .
familiarize themselves with the national inspection procedures. Following
' those visits, documents comparing the different inspection methods in the
various Member States were presented to the Advisory Committee on Own
Resources to cnable an initial asscessment to be made of the compatidvility
of national nrovisions in thie field with the Community texts and to

meet the regulruuents set out in Regulation No 2/71 as regards information._

Ag wiready indicated, what was involved here was not the assgociation
prosaedure in the agtriot sense of thoe term: the visito wero more in

" keoping with the spirit of Article 5 of Regulation No 2/71, which provides
that the Commimsion should be supplied with information on the national
depariments reopensible for inspeotions. '

The poriod botween the publication of Regulation No 2/71 andAtha end of
the finanelal year 1973 thorefore saw the gradual introduction of the

own rosources inopootion systom provided for. 'The Member States and the -

Comminoion supplied each other with information, but the Commiosion
roproscentatives wore not truly assoolated with the Membor Statea!
inopoeotionn ‘e A

However, the importance of this intermediate phase of prior contacts in
tha introduction of a complotely now control mechaniem should not bde
forgotten., It ohowed for example:

=« tho dooirs =i the Member States to facilitato suoh inspectiony

= thelir willingnesa t0 pass on relovant informntion formerly reservod for
tholr national authorities and agencies,
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The purpose and dates of the visits are shown in the following table:

Member State Datos of visits Purpose of visital .

1. BELGIUM (1) 4 October 1971 o Brugsels: Information ‘
l2) 17 January 1972 ‘ Customs duties -« sugar levies -levies
1(3) 19-21 January 1972

24 DENMARK - 15~16 May 1973 - | Copenhagen: Customs duties

o CETMANY (1) 30 November=l Deoembér.1971 Hamburg: Customs dutics

' (2) 9=10 Octobor 1972 Giessen: Sugar levies .
(3) 12=14 December 19732 : Bonn: making available own'remdurcps

- : | Misseldorf: customs dutieﬁ'and
| agriocultural levies

4. TRANCE | 7.9 Jwne 1972 . | Marsoilles-Paris: agricultural

leviea )
%2 IRELAND - l=4 Qotoboxr 1973 Dubtlin: information vieit
6o ITALY (1) 9~=11 Mareh 1973 - N&élea: levies
l(2) 18~19 Ootobar 1972 | Napfles: customs duties
‘ ‘ : levies

making available own rcaources

T+ LUXEMBOURCG

(1) 29 September 1971 | - Lujembourg: information .
(2) 20~21 March 1972 Luferbourg: customs duties, levies.
8. NETHERLANDS 10 and 22 June 1972 Amiterdam: oustoms duties
_ ' S ThJ'Hague: tevies and sugar levies
._9o UNITED KINGDOM| - 25-28 September 1973 Loﬂdon: information vigit

1 . : :
Given as a puide; the purpose of the visits was mainly to obtain information or genoral
procedure for establishing, entry in the accounts anl making available owm roseuscecs

2
In this ocase, a genuine inspection visit pursuant tolRegulation No 165/74, whioh was

in tho process of being approved.
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But the actual condltions of such a85001at10n, as lald down in
Regulation (EEC) No165/74(1), which has since been published, were
" established during inspootions caxrried out in 1974.

Associated inspections will henceforth relate to: ~

~ the correct applicatlon of the procedures for establishing, entering in

the accounts ¢: making available own resources;

-~ the conformiiy of such procedures with the obligations provided for in

this field in the Community texts.

Implementation of the inspection propramme for 1974

Quantiiastive assessment

Apart from preliminary visits made before the end of the first half
of 1974 with a view Yo informing the Member States of the Commission's
requirements as regards own resourcec inspections, the departments

of the Commission had been associated, as of 31 December 1974, with

22 visite planned in this field in the annual programme.

The annual programme, which was adopted as a result of preliminary

visits, is based on a system of random checks intended to make it

-possible in the course of the financial year to inepect, in each

Member Stnte, all the elements making up the own rowources assipgned to

the Budges of the Communities, allowance being made for the fact that

these inepections must gradually be applied to the whole of the
customs torritory of cach country.

The general programme for the finanoial year 1974 was carried out
fully in all the Memboer States, and each type of resource was the
subjeot of at least one assooiated visit in each Member State.

In mont cuces the visits lasted five working duys and two or throe
vigits woro made in each eountry.

It should aleo be pointed out that of the 22 visits made, 10 related
. to oustoms duties, eight to levies and four ooncerned both types of

resourods. Levies on sugar were inspeoted during visits cencerning
agricultural levios.

(1)" 0.3, No. L 20, 24th January 1974.

T T
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This information is set out in the folloking table:

UNITED KINGDOM

9=13 September
£6-29 November

Agricultural loviog
Customs duities

COUNTRY Dates ofivisits (éll 1974) ; Purpose of visi_ts1
1. . BELGIUM 24-28 June - | Lovies - customs duties
‘ '_25—29 November Customs duties
9-13 December ~ Sugar levies
2, IEIMARK - - 35 July Customs duties ' o
‘ - 26-29 November . Levies, including sugar levies
3. GERMANY 13=17 May. Y_Customa duties - agricultural
' : levies .
28~31 Ootober Customs dutics :
4. TPRANCE 10-14 June Agrioultural levies - ;
9-13 September Customs duties :
2=6 December Customs duties )
5. IRELAND 17-21 June Customs duties
7-11 October Agricultural levies )
6. ITALY 2327 Septémber Agricultural levies
' 913 December Cuatoms duties ' ;
Ts LUXIMBOURG e=3 May ‘Levies = customs duties
’ 2=6 December Customs duties = sgricultwral
S “lovies ' )
8, NETHERLANIS 22~26 April Custome duties
8w12 July Agriculiural levics :
4-8 November Agricultural levies .
9 1317 May Customs duties

1Th@ cantralizing and

Member State,

making available'of own reéoureco must be added for aaoh
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~ (B) Level of and arrangements for associated inspections

........

‘Thus far there have been no differences in the interpretation of -

Regulation No 165/74 from one national authority to another.
As a result: -

= the Commission is associated with inspections carried out bj the
Member 3tates concerning the establishment, entry in the accounts
and making available of own resources;

- national inspection operations are'adapted, where necessary, to the

inspeoction requirements provided for in Community rules.

In this connection, it should be firmly stressed that the Commission
gtaff taking part in associated inspectione have received the fullesi

possible cooperation from the national departments responsible for
carrying out the inspections.

However, because of differences in the degree of administrative

~ centralization, association with national inspections takes a variety

of forms, which can be categorized as follows:

(a) Assogiation with intermal inspeotiong mede by dopartments

Germany: for each own resources inspection, thoe Ministry of Finance
issuca a deparimental order designating the depariments responsmible
for verrying out the inspeotions with which Commission officiale

are apsociated. It also designates at least one offieial in the

centiral departments to organize, conduot and coordinate these
inspuciions.

In general, these inapeotiohsvconsiat of an examination of
- supporting documents: o

= gither with officials in the Federal preliminary audit offica
(Vorprﬁfungatelle Bund), attached to each regional tax office,

[ P S S




(1) 4

XIX/372/75-E . |

thlch is: then deszgnated as the department res nonszble
Although these audit offices are attached to- the rewloral ,
tax offices they are operationally answerable to the "ederal' :
Audit Offlce, :

= or in customs dffices designated by the Miniutry‘of'finhnce,

" in this case the department responsible is the main customs
- office (Hauptzollamt) to which the office inspected reports.

In Belrsium, Ireland, Italy, Iuxembours and the Netherlands it
depends on the resources of the various ministries as to which
regional departments are inspected, but no single depariment is
responaibdle for associated inspection. Qhus, collaboration in
the Member States has been organized to reflect the needs of the
central and regional departments concerned, so allowing ihe

-Commismion representatives to take part in all the aciual own

resources inspeotions, even. if these are the province of

_dlfferent authorities..

.Thus, partlcularly in the ocase of the Nethorlandu, the

departments inspected, the customs offices and the produktschaapen

(producers'" aesoczatlons) are inspeoted by the national tax

offices and the Ministry of Agriculture and Fisheries respectively.

af_*ﬁe_lﬁnésmoe, oonogmmod

| United Yingﬂom- the Exochequor Audit Depariment has, for praé%ica1 

reagons, delegated mich of its aoctual powers of inspeciion 4o the
Minis tr1en concerned. Acdordingly, Commicsion ztalf are
assooiated with the internal inspection sewiceu of the Miniotrieo

. concamed.
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- Denmark: The Directorate-General for Customs is responsible for
supérvising the operation of the departments and for auditing
the customs authorities' accounts. One division in the
Directorate~General is responsible for carrying out the
inspesctions, including those relating to own resources, vhich
are the responsibility of special auditors who make on-the-spot
visits (travelling auditorsg. '
A group is set up for each associated inspection visit, acting
under an inspector from the Directorate-General; this group
contains fewer national officials than is usual for groups of .
this kind. The officials appointed by the Commission are i

© associated with this group. ‘ ' '

France: The Ministry of Finance contains a specialized inspoction
body directly responsible to the Minister (the Inspection Générale
des -Finances), which can inaspect the worl: of the public accounting
officers at any time during the process of implementing the budget.
The Inspection (énérale dom Finances is in a position to inspeet
a2ll the departments concerned with owm resources. A special group,
reporting to an "Inspeoteur Général" is set up for each of the
ascociated indpections. These groups make unannounced visits to
castoms offices and other departments responsible for establiching
and making available own resources. :

Tne Commission staff invelved have been fully associated with
the wark of the groups. : '

(¢) Comgoaition_gj;the inspection teams

The following officials have taken part in inspection vicitco wi%h" ;}
national officiala: H

= officials from the Commission's Directorates-Ueneral; ' -
~ Audit Board offioisle. - | 1

L v A ey g e . rsprns i i PO I TN
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(a) Officials from the Commission's Directorates-GCeneral are called
' upon to take part in associated inspections as part of the . .
internal coordination arrangements organized by the Commission. Ty

(5 E

(b) Under Article 87 of the Financial Regulation of 25 April 1973,
the Audit Bqard may, at its requést, be present during inspections
carried out by the Commission, in order to obtain any information
which it requires in order to carry out its task under the
Treatics. : '
_"L ' Accordingly, it tuok part in inspections carried out in 1974 in
sy - Belgium and Italy in the capacity of observer.

(D) Main puipgée of the inspections

Y

As regards the establishment of own resouroes, ‘the 1nspect1ons concerned
the appllcatlon of national and Community rules likely to influence
the way in whioh own resources are determined, and as regards entering

¢ these resources.-in the accounts and making them available, they
concerned the way in which the total amount of own resources is
estdblished at local and national level.

~

(a) Establlshment

 The various inspeotion teams carried oui a complete examination of
-the applioation of the rules concerning establiahment, with
particular emphasis oni .

- as_regards_ customs _duties:

o in Belgium: the application of preferential arrangements, the
- .management of quotas, the origin and ciroulation of goods;

o 'in Germany the applioability of ciroulation oertificatos
and tariff olasaifioations;

. in France: "assooiated country" origing

» in Italy:A origin, generalized prefercncos, assoolation
agreements}

« in the Netherlands and luxembourg! inward processing arrangemenis)
- : . 1 .
o in the United Kingdom and Denmark: valuo.
- a6_rogarde_leviess

s in .2ll Member States: manetary and acocsslen ccmpet atory
. amounte}

» in Oermany, France and the Netherlands: export lavies on
-gereals; -
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. in Denmark: export levies oﬁ cereals and milk products;
.. in the United Kingdom and Ireland: export levies;

. in Italy: export levies onAceiéals, milk products;‘beef and
veal, wine, macaroni, spaghetti and similar products;

o in Deigium and Luxembourg: specific cases selected at random.

~ 28_regarde_sugar levies:

N bookkeeping checks on production levies (baéic quotas and
meximum quotas); .

o checks on levies in respect of storage costs (monthly returns. '
by producers).

Entering own resources into the accounts and makine them avallable

The inspeotion teams carried out an examination of the conformity
of arrangements for ocentralizing own resoursces established with the
Community provisions on the matter, and inspected in particular:

« in Belgiums the way in which monthly recovery statement
, No 58A is drawn up for the Antwerp Customs Office,
and the way in which monthly summary statoment
No 61A ig drawn up for the whole of the Antwerp
Customs Directorate; ,

« in Denmark: thae way in which the monthly return is dravn up in
& -customs office, and the accounts kopt in the
Central Collecting Office (TCO); a comparison
between the monthly returns sent to tho Commission
(Art. 6(2) of Regulation No 2/71) and tho accounis
kopt by the Ministry of Finance (Art. 6(1)) and a
comparison batween the monthly returns and the
aooount at the Danish National Bank (Art. 7(1));

in Germanyt = the way in which the composition of own resources
aastablished is chacked at the Ministry of Iinanco;

+ in France: the way 4n which reecovery statament Yo %43 is drawn
up from the oollsotlon statemenis whore acesunts
are kept by means of eluotric ascounting machinen;

in Italyt the way in which monthly recovery statoment No AGS
' ie drawn up and the procedure for eontralizing
roveonue by moa.ne_ef oeleotrio asocounting machinesy

Lrasen v sy e s na oyl
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. in Luxemﬁourg;' the way in which monthly statements are drawm’
: ' up and.the centralization procedure in the
customs dlrectorate,

" o in the ihe accuracy, as far as the offices inspected
Clevinerlands: are concerned, of monthly returns concerning ‘
©  customs duties established and customs dutles
actually received (accounting return No 94);-

+ in the United a comparison was made between monthly returns
Kingdom and. - sent to the Commission (Art. 6(2) of Regulation
Ireland: - "~ No 2/71) and the account held at the Treasury

"(Art. 6(1)) and a subsequent spot .check on ihis
account including the supportzng documcnts in

the departments concerned. ‘ : R L

The Commission staff found that arrangements varied from one State - .
to ‘another as regards the way in which the net total amount of own -
resources to be paid over to the Communities is established after
deduction of any new establlshed entztlements. The latter may be
deducted:

- at an intermed1a:y stage in the centrallzatlon process, before
: the monthly returns are establzshed

~ on a centralized basis, by amending‘the céntralized‘gross'amount.

ASSESSMENT OF THE OFERATION OF THE _INSPECTION ARRANGEMENTS

o
7

P

o
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It may bve concluded in general that the system of own recources 1nancctlons,{

provided for implicitly in the Decision of 21 April 1970 and explicluly in
Rogulations Yoz 2/71 and 165/74, was set up between 1971 and 1973 and
reached its final operating form during the 1974 finaneial year.

Tho Member States fulfilled their obligatichs ariging from these texts by

informing the Commission and associating its authorized officialg with
national own regources inspections, :

Those genaral obaervation ahould,_howaver{’b@ qualified by two seta of
remarka, B ' ’ j : : ’

" relating 10 the lmprovement of axisting izspeotion procedures, sineé
full uoe was not made of the provisions a§ready in foroe;

o conce;ning propesals to amend existing prpvieions in the matter.
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e Preliminary results of associated inspections carried out in 1974

The aim of thisz report is to evaluate,‘after a full year of operations, the
establishment of a sysiem of inspections in which the Commission is
associated, and an examination of the actual results of inspections may
therefore seem both of secondary importance and limited in value.

However, the first and not unimportant result of these operations was the
establichment =f & satzsfactory system for collaborating with the national
administrations:,

Also, in connection with the financial year 1974, the study of twenty=two -
repcris written by the Commission's departments, augmented by comments from
tho Member States, brought to light a number of difficulties in connection
with recording, entering in the accounts and making available of own
TODOUrces, 0.8.3 :

- ome customs offices did not retain commercial invoices, which meant that
it was not possible to ascertain whether the declarations for customs .
purposes and the declared headings for goods were ocorrect;

‘w in somo Momber States there was no breakdown available of the lump=sum .

taxes applicable to "small consignmonts® in the form of occasional imporis
. addressed to individuals and to goods carried in the baggage of iravellers;
- such taxos are made up of oustoms duties and national taxesj :

« ot local level come own rosources were incorrectly booked;
= gomo monetary ocompensatory amounts conneoted with transactions completed

after the Community rogulation on these amounts came into force wers
entored in thc aoocounts under own resources.

- Theoo problems have already boen resolved by meane of appropriate regulations

- or through Joint meotings betweon the Commission's dapartmenta and thosoe of
tho Momber State concerned.

A moro dotailed analysis of inspection resulis in a future raport covering a
lcngor period oould prove uaefnl. :

e

R
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2. Tnformatlon supplied to the Comm1331on bv the lMember States, in partlcular

under Artic?cﬁ Ay 5 and 13 of Hqgulation No 2[31

'Cooperation as regards information supplied by the Member States concerning.
‘the operation of the own resources system has been satisfactory over the
four years in which the Decision of 21 April 1970 has been in operation:
and the Budget has|come to be financed from the Community's own resources.

e

"The hal: «Jearlv and yearly reports on thzs system were forwarded each year,
but not always by the dates laid down in Regulatlon No 2/71. The Coamiss1on
for its part did not rigidly apply the provisions of Article 4 on ’
information concerning the designations of the departments or agencies
responsible for establishing own rescurces, and concerning the general .
provisions laid down by law, regulation or administrative action or relating
-to accounting procedure as regards the eptablishment of own resources and
their being made available. Nevertheless, during the contacts prior to the
organization of inspection visits and also when these inspections were bezng

carried out, the Member States provzded these items of information whenever
thie was requested.

The abovo'remarkﬁ do not, howsver, preclude ceriain reservations concerning
thig collaboration, since the half-yearly and annual reports forwarded by
thoe Member States were often too sketchy, the information provided being
vague and the statistical data often difficult to interpret. outside the
national ocontext in whioh they were drawn upe

Furtnermoro, the Commission was not always informed of amendments to national
regulatisng which had a bearing on the own resources system. It would be
desirably in future for the information which the Commission may requoest

on the dopartments or agonoios responsible for ostablishing owm resources

to be given in a more systematiofashior, so that the Commission can make
fullor use of the right accorded to it under Article 4 of Regulation No 2/71.

3« Aspoointion with nation&l inspection measures; Ariiecle 14 of
Romulotion No 2/7)

i

Tho Commission haa alr@ady expresaed in this report its vaticfaotion with

the way in which its aesociation with national inspection moasures wan
carriod out,
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Indeed it was posslble not only to obtain the full collaboratlon of the
national authorities during each visit, but also to organize the
inspections within a financial year, by setting out in a general programme .
the points or problems of most interest.to the Commission, thus increasing
the effectiveness of these associated inspections. This collaboration
should be even Turther strengthened so that the inspections can be
organized in such a way as to ensure maximum harmonization of the
Prograrines.

The solution adopted in several Member States of entrusting the 9oordination
of czsoclatad inspections to a single depariment seems to have given the
be. © results.

The role of the Advisory Committee on Own Resources

The Advisory Committee has met regularly since 1971 at almost quarterly
intervale, thus allowing the Member States' delegations and the Commission
to express their point of view on the various questions raised by the
implementation of the own resources system and associated inspections.

Novertheless, its role as an advisory body has perhaps not been fully
exploited,

Its activities have beon directed particularly towards exchanges of .
information ¢. the various aspects of the monitoring of estimates of budget
implementation with regard to revenue. It will be possibleé in future for
it to gtrengthen its role of coordinating inspections, dby studying reports
on inspection visits carried out together with the national authorities

and by considering what action might be taken in connection with the
comments contained in those reports. -

From the practical point of view alone, these reporta (20 to 25 a year)’
would supply ample matter for oconsideration and would yield a great deal
of information,

In addition, as far as budgetary and multiannual forecawis are concerrad,
the setting up of an ecoonomic and statistical cub-commititee should cnabdble
the Advisory Committeo to take effective action regarding boih forccasts

and the monitoring of own resources in maoro-sconomic torms; the latier

will assume major impo: tance once revenus from VAT forms part of the own

rOOOUTOOB. '
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4 5 - 'Proposed inspection v131t~ for. 19]5 .
The following table containing the programme of inapeot;on v;aits ‘
planned for 1975 and adopted with the ag'reement of . 'the Member States
' 15 appended for informatlon.
MEMBER STATE .| Date Subject of inspection
1. EZLOIUM 1) 8-10 April Levies
’ 2) 14=18 April = Customs duties N
3) 26=29 May - - Levies on sugar = .
_ _ 5= 6 May - Making available .
2. DENMUARK 1) 7=11 April Customs duties
' 2) 25-=29 August Customs duties
‘ .| '{3) . 3= 4 November Levies on sugar -
o : © 5= 7 November’ ‘Agricultural levies
3. GERMANY 1)  14=18 April Customs dutics - Levies
: 2 2= & June Customs dutics - Levies
. 3) 20=-24 October Customs dutios
4.  FRANCE 1)  10=14 March. Customs dutics
2) 26=~30 May : Cuctoms duties
3) 17=21 November Levies = eniry in the
accounts and making
availabdle
5. IRELAND §13 118-21 March Customs duties |
' 2) 22-26 September Ixport levies and customs
' . ; : : dutics -
6. ITALY | (1) 15-18 April Leviod on sugar =
' E establishment and making
B : available of own resources
Ea; T7=11 July Levies 1
3)  6=10 Ootober ~ Custome duties
- Bstablishment and entry in
_ the acoounts
To  LUXEMBOURG E1g Se T May Cuctoms duties and levies
o 1 {2 1= 5 Dooember Entry in tho acoounts and
: . maleing avallable of own
_ _ . TULOUrces
8. NETHERLANDS- 121;"24-28 Pebruary | Customs dutioo
: , 2 2= 6 June Making available of own
: : _ . resources :
(3) - 2731 October Lovies =~ Sugar
9+ UNITED 21; 27=31 January Custems dutics
KINGDOM - 2) 27=10 May Bntry in the accounts and
‘ : rmolking avellable of own
L o resourses = oxpori levies
‘,(3); 10=14 Novomber Customa dutics

Py M e T A D T
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Proposals to amend existing provisions

If such proposals are needed they should stem from an analysis carried
out by the Commission, though the possibility of an initiative by the
Member States in the Advisory Committee on Own Resources should not

be ruled out. However, what we have learned so far on the,subject of
inspections over a short period does not allow us to make a final
assecsment of the existing system or to propose any amendments.  Should:
tie necd arise the Commission will make such proposals.

Nevertheless, & number of observations can be made at this juncture as
food for thought on possible proposals to amend exisiing provisions.

Wiratly, it is difficult for the Commission deparimenis to apply

Article 4 of Regulation No 2/71, which authorizes. the Commicsion to
requent information on rules concerning own resources and any additional
documents that might be necessary. It is not always possidble to be
sbroast of all the new texts and rules adopted by the lMember States
concerning own resources without the prior collaboration of national
authorities. »

Conooquently, it would be preferable for Member States to send ouch-

. doouments to the Commission on their own initiative, and for the

Commisaion to reserve tho right to ask for additional infermuation.
The toxt of the Regulation would have to be revised to tako this intoe
account. ‘

Secondly, trends in customs prooccdure will moke it increasingly
noocosary for audits to be carried out on tho promises of the persons.
liable to pay duty. It is thorefore important that tho implementation
of the provisions of Article 3(c) of Rogulation No 165/74 chould be
interprotcd in a sufficlontly dbroad fashion to allow aoffective
assoociation with national inscpootions.  Subsequently, if nacessary,
tho text should be amended in accordance with the requiremenis revoaled
by oxperienco in thio aroa. '

'Lautly, it is olear that the inopection arrangemonts in force at prosont

will have to be supplemented by new provisions whon new own rosources
deriving from VAT are asoigned to the Communities. Although those
provisions will have to toks into acoount tho foaturec of thaose now
own resources, thoy must alco comply with oriteria already adepicd for
the inspeotion of existing own resourocss.
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FINANCING THE BUDGET OF THE EUROPEAN COMMUNITIES

Figure 1

XI1X/372/75~E
ANNEX 11

THROUGH OWN- RESQURCES, 1971=75

thousand million u.a,
(current value)
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-32- FE CANNEX II (COn{&)-::

. XIX/255/75~E

~ FPigure f comﬁares the volume of the Bﬁdgét with that of own resources. .-

Current values were ﬁsed to‘d:aw up the graph.-

Budget o : Own_resources

- (million u.a.). -~ (million u.a.)
971 . 22895 1296.0
1972 S 30744 - 1756.8
1973 o 4641.0 S 2 496.5
1974 - 5038.2 . . 3067.8
915" 6 061. 857 3 902.0

_ Own resources have been paid over in accordance‘with the Decision of
‘21 April 1970, i}e.,-total revenue from agricultural levies and part of
the revenue from customs duties, risxng progressxvely each year 1o reach

100% in 1975.

From 1973 payments haﬁe beén made by the three new . Member States in.
accordance wiih Artiolea'129vand 130 of the Accession Treaty. N

*1975 Budgot,
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Fipgure 2

FINANCING THE BUDGET OF THE EUROPEAN COMMUNITIES
BY CATEGORY OF REVENUE, 1971-74 '

thousand million u.a.
(ourrent valuae)
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