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FOREWORD

N ineteen hundred and ninety-two was a key year for the Community, marked by a number
of important events which also had a bearing on tk}e Community’s finances:

O

Under Article 8a of the EEC Treaty, the internal market was due to be completed by
31 December 1992, requiring considerable preparation.

The downturn in the world economy began to have a more serious effect on the Community
economy and, inevitably, on the Community budget.

i
In signing the Treaty on European Union at Maastricht on 7 February 1992, the Member
States signalled their intention of stepping up European integration; however, there were
considerable delays in ratifying the Treaty.

Nineteen hundred and ninety-two was the last Kyear covered by the financial perspective
adopted in 1988 and the Interinstitutional Agreement on budgetary discipline. A new finan-
cial perspective for 1993-99 was adopted by the Edinburgh European Council in December
1992; as yet, no new interinstitutional agreement has been concluded.

The execution of the 1992 budget described in this report clearly illustrates the Community’s
determination to adapt the resources for implementing its policies and programmes to take ac-
count of these developments and the objectives of European integration.

v

This resolve was reflected in the amount of resour¢es devoted to both internal and external
policies. As regards internal policies, the Structural Hund appropriations were increased in line
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with the plan for doubling their allocation over the period 1988-93; substantial amounts were
also devoted to research and the completion of the internal market, areas deemed important
for the future. On the external front, priority was given to assistance to Central and Eastern
Europe and closer cooperation with the developing countries of Latin America, Asia and the
Mediterranean.

To meet these new challenges, there were major revisions to increase the financial perspective,
which sets annual expenditure ceilings for the main policy areas. Extra resources were thus
released for a number of external measures involving technical assistance for the Com-
monwealth of Independent States and protection of tropical forests. Emergency aid was granted
to combat famine in Africa and help refugees in former Yugoslavia. Additional appropriations
were also allocated to keep up with the faster rate of payments in respect of structural aid for
the new Linder and certain research programmies.

The total appropriations for commitments available in 1992 rose to ECU 65 076 million.

The financial report shows how these resources have allowed the Community to meet the
challenges confronting it.

D> s

Peter M. Schmidhuber,

Member of the Commission
with responsibility for budgetary affairs
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ECONOMIC AND FINANCIAL

FRAMEWORK

Since the process of European integration
began, there have been a number of major
developments in the Community’s financial
system.

Progress towards financial autonomy

The European Coal and Steel Community
was given financial autonomy from the outset
with the introduction of a real Community
levy. The process was completed in 1971 when
own resources were introduced as a specific
source of revenue for the Community to
replace the system of financial contributions
by the Member States set up under the Treaty
of Rome in 1957.

Development of common policies

In view of the financial autonomy afforded to
its common policies, the Community was able
to pursue the objectives of European in-
tegration.

The establishment of the European Agricul-
tural Guidance and Guarantee Fund in 1962
paved the way for a common agricultural
policy, while expenditure on structural
policies helped promote economic and social
cohesion in the Community.

For energy, industry, technology and
research, Community spending acted as a
catalyst for projects of common interest. Ex-
penditure on cooperation with developing
and other non-member countries reflected the
Community’s determination to be receptive
to international problems.

The search for a balance between the institu-
tions in the exercise of budgetary powers

In view of the growing independence of the
Community’s finances, the need arose for
democratic control of the financial resources
transferred to the Community. An important
step was taken in 1975 when the present rules
were laid down by the Treaty of Brussels.

Decision-making powers on budgetary mat-
ters are shared between the Council and the
European Parliament, except for the ECSC
budget, for which all powers are exercised by

!
the High Authority under the 195] Treaty of
Paris. Budget control is exercised by the Court
of Auditors which was set up by the Treaty of
Brussels.

Moves towards the unification of the
bu(ligetary instruments

After a gradual process of unification, there
are’now only two budgets: the general budget
and the ECSC operating budget.

The Community policies provided for by the
1957 Rome Treaties (European Economic
Community and European Atomic Energy
Community) and the administrative expen-
diture of the Community institutions are
financed by the general budget of the Euro-
pean Communities.

Community operations provided for by the
1951 Treaty of Paris (European Coal and Steel
Community) are financed by a specific
operating budget (totalling ECU 535 million
in 1992). The legal status of the provisions
governing the ECSC operating budget pro-
hibit any formal incorporation in the general
budget.

Article 199 of the EEC Treaty lays down that,
‘All items of revenue and expenditure of the
Community... shall be included in estimates
to be drawn up for each financial year and
shall be shown in the budget’

This rule means that all Community revenue
and expenditure must be incorporated in a
single budget document to ensure that the
conditions for .use of the Community’s
resources can be monitored effectively.

However, there are two categories of financial
operation for which the revenue and expen-
diture are not covered by any Community
budget — the operations of the European
Development Fund (EDF) and borrowing
and lending activities.

The EDF was set up by the EEC Treaty with
a view to stepping up trade with associated
developing countries and assisting them in
carrying out economic and social develop-
ment projects. The resources of the EDF are
provided by contributions from the Member



States. For largely political reasons, the
Member States have, until now, wished to re-
tain their direct influence over certain
development aid operations by maintaining
an independent financial regime and manage-
ment procedures which are not subject to the
Community rules.

The EEC Treaty made no express provision
for borrowing and lending activities.
However, as the achievement of the Com-
munity’s objectives was dependent on rules
for its operations on the capital market, bor-
rowing and lending activities were finally
authorized in 1975 on the basis of Article 235
of the EEC Treaty. Most borrowing and lend-
ing operations, with the exception of those of
the ECSC, are included in the Community’s
financial balance sheet.

The financial activities of the ECSC
{operating budget and borrowing and lending
operations) and the EDF are summarized in
Annexes | and 2.

The economic situation in 1992

Growth in the Community economy again
slowed from 1.4% of GDP in 1991 to 1.1% in
1992, with a marked deterioriation towards
the end of the year. The downturn in the
economic cycle which began at the end of
1990 was exacerbated in 1992 by the fall in
business confidence and the persistence of
tight monetary policies.

The rate of inflation fell from 5.3% in 1991 to
4.6% in 1992, although the improvement was
in fact more pronounced in most countries
with the exception of Germany, where infla-
tionary pressure tended to increase.

The initial effect of German unification had
been to help cushion the Community
economy from a depressed international
situation by boosting demand. In 1992
however, it contributed to the persistence of
high interest rates which, combined with
delays in the ratification of the Maastricht
Treaty, led to devaluations in the EMS in the
autumn. These monetary problems and
political uncertainties, such as the failure to

reach agreement in the GATT negotiations
further weakened confidence in the economy.

Domestic demand was weak. Household con-
sumption rose by only 1.4% compared with
1.9% in 1991, held back by the sharp increase
in unemployment from 8.8% of the active
population at the end of 1991 to 10.1% at the
end of 1992, High interest rates and other fac-
tors discouraged investment, which stagnated
for the second year running: the 0.4% growth
rate recorded in 1992 represents a drop of
0.3% in real terms if the new Ldnder are not
taken into account.

Public deficits grew (from 4.6% of GDP in
1991 to 5.3% in 1992) in nearly all countries,
reflecting in some cases the difficulty in keep-
ing large-scale debt under control at a time of
low economic activity or a desire to let
‘automatic stabilizing factors’ take effect. At
any rate, the room for manoeuvre in budgets
was sharply reduced.

Unlike the previous year, exports were the
most dynamic factor in demand in the Euro-
pean economy, but they rose by no more than
2.5% because of the sluggish recovery in the
United States, the slowdown in the Japanese
economy and a loss of competitiveness among
European producers due to the increase in the
average value of European currencies since
the late 1980s.

Financial perspective 1988-92

In February 1988 the Brussels European
Council adopted the broad outlines of a finan-
cial reform involving tighter budgetary
discipline to ensure an orderly increase in
budget spending and a better balance between
the various categories of expenditure. In par-
ticular, the increase in agricultural expen-
diture was limited and the amounts allocated
to the Structural Funds were to be doubled in
real terms over a period of five years.

In June 1988 an interinstitutional agreement
was reached between Parliament, the Council
and the Commission to place these objectives
in a financial perspective for the period
1988-92, which sets annual ceilings for expen-
diture on broad policy areas.



FIGURE 1

The Commission updates the financial
perspective every year before the start of the
budgetary procedure in order to adjust the
figures in line with movements in GNP and
prices. On a proposal from the Commission,
Parliament and the Council may also decide
to adjust the financial perspective to take ac-
count of the actual conditions of implementa-
tion in the previous year. This was done in
1992. Finally, the financial perspective may
be revised; this too requires a decision by
Parliament and the Council on a proposal
from the Commission.

The financial perspective was revised four
times in 1992, primarily to release additional
funds for external measures: ECU 450 million

Financial perspective 1988-92

1988 (at 1988 prices)

Appropriations for commitment

27500 [ 35039
7790 [ ] 18009
120 @ 3115
2103 [l 5224

6741 | 2205

45 344 66 592

for technical assistance to the republics of the
CIS and ECU 50 million for tropical forests,
while two further revisions were needed to
provide emergency aid to combat famine in
Africa (ECU 200 million) and assist refugees
in former Yugoslavia (ECU 120 million). A
further ECU 550 million in payment ap-
propriations had to be provided to keep up
with the faster rate of payments in respect of
structural aid for the new Ldnder and certain
research programmes.

The original ceilings in the financial perspec-
tive for 1992 had already been revised in 1990
to take account of the financial consequences
of German unification and to finance aid for
Central and Eastern Europe.

(million ECU)

1992 (at 1992 prices)

i
[
&)
i

EAGGF Guarantee

Structural operations
(EAGGF Guidance Section, ERDF, ESF, etc.)

Policies with multiannual allocations
(IMPs, research)

Other policies
(Education and vocational training, fisheries and the sea, energy and

industry, cooperation, etc.)

Miscellaneous
(Repayments, monetary reserve, administration)

appropriations 1992 committed 1992

32036 31118
18109 17 864
2905 2648
5993 5843
4864 3783
63907 61256



In December 1992 the Edinburgh European
Council adopted a new financial perspective
for the next seven years on a proposal from the
Commission.

The principles underlying the
budget

Commitments and payments

Firstly, the budget for the vear is cast at two
levels: a commitment budget and a payment
budget.

Commitment appropriations are intended to
cover the total amount of legal obligations
entered into during the year. In practice, the
significance of a legal obligation depends on
the sector concerned. Typically, when the
Community enters into a contract for
ECU I million, it uses up ECU 1 million of its
commitment appropriations.

Payment appropriations are to cover actual
disbursements during the year against new
and existing commitments. The amount com-
mitted at any time is obviously greater than
the amount paid, the difference between the
two representing the balance of outstanding
commitments. To balance the budget, the
payment appropriations for the year must be
covered by the revenue for the year.

Equilibrium

The second principle is that the budget drawn
up must balance.

Estimated revenue for the year must equal
payment appropriations for the year. There is
no provision for borrowing to cover a
budgetary deficit. Any surplus for the year is
carried forward to the following year A
modest operating deficit can also be carried
forward. On the other hand, a significant
departure from the original budget during the
year requires the adoption of a supplementary
or amending budget.

Annuality
The principle of annuality means that the

budget is voted for one year at a time and the
appropriations of the year for both com-

mitments and payments should be used dur-
ing the vear.

Commitment appropriations cover new com-
mitments for the year, whereas payment ap-
propriations must cover the amounts payable
against both new and existing commitments.

The principle of annuality does not exclude
the possibility that certain commitments may
last for more than one year. Clearly, in sectors
such as the Structural Funds, research and ex-
ternal cooperation, the Community needs to
take some commitments which exceed the
period of one financial year. In these sectors,
a mechanism known as differentiated ap-
propriations allows for a separate annual vote
of commitments and payments.

Under certain clearly defined conditions,
some unused appropriations may be carried
over to the next. year.

Execution of the 1992 budget

Table | presents a summary of the execution
of the general budget of the European Com-
munities in 1992. The revenue forecast came
to ECU 61 097 million, corresponding to the
appropriations for payments entered in the
budget.

Actualrevenue was ECU 59 712 million, con-
sisting mainly of own resources, for which the
overall outturn came to 97.0% of the
forecasts.

The amount of traditional own resources fell
by 4.9% compared with 1991.

O The yield from agricultural levies was
lower because of the relative stability of
world prices and a reduction in the volume
of imported cereals, in particular maize.

O The amount of customs duty collected
was 1.6% down on the previous year,
reflecting a sharp drop in oil prices which
reduced the value of energy imports.
Other primary products were similarly af-
fected.
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|
TABLE 1 :
i
Implementation of the budget in 1992 |
Revenue ; (million ECU)
Forecasts of revenue in the 1992 budget 61096.8
Revenue in 1992 ' 59711.8
Expenditure !
' Non-differentiated
Differentiated appropriations * appropriations Totat
(muitiannual operations) {administrative expenditure and
annual operations}
Commitments Payments ‘ Commitments Payments Commitments Payments
Available appropriations:
Entered in 1992 budget 25641.1 22830.8 :| 382659 382659 | 63907.0 61096.7
Other 472.6 180.8 ° 31 3.1 4757 183.9
Carried over from 1991: 521.3 264.3 . 171.7 860.7 , 693.0 1125.0
- automatic carry-overs (689.0) (689.0)
- other carry-overs (521.3) (264.3), 171.7) {171.7) 693.0) 436.0)
Total available 266350 232759 ‘ 384407 39129.7 | 650757 62405.6
of which: )
Appropriations used in 1992 260933 225074 | 362996 360658 | 623929 585732
- entered in 1992 budget (25117.5) (22224.2)°} (36 139.3) (35311L.7) | (61256.8) (57 535.9)
« other (464.9) (53.7) . (464.9) (53.7)
« carried over from 1991 (510.9) (229.5) ; (160.3) (754.1) (671.2) (983.6)
Appropriations carried over to 1993 315.9 354.6 179.5 1004.6 4954 1359.2
« automatic carry-overs (825.1) (825.1)
« other carry-overs (315.9 (354.6) . {179.5) (179.5) (495.4) (534.1)
Appropriations lapsing 225.8 414.0 1961.6 2059.2 21874 24732
Utilization rate 98% 97% 949% 92% 96% 94%
Commitments outstanding at ‘
1.1.1992 21 233.1 688.9 219220
of which: _
Cancelled 628.1 92.9 721.0
« corresponding appropriations made
available again in 1993 (64.5)
« other (563.6) )
Paid 8 814.4 596.0 94104
Outstanding at 31.12.1992 11 790.6 — 11 790.6
Commitments made in 1992 26093.4 36 299.5 623929
of which:
Paid 13693.1 35469.7 49 162.8
Outstanding at 31.12.1992 12 400.3 829.8 13 230.1
Total commitments outstanding
at 31.12.1992 24 190.9 829.8 25020.7




The revenue from VAT own resources and the
additional GNP-based resource was 99.8% of
the amount forecast.

On the expenditure side, a total of ECU
62 393 million was committed — a utilization
rate of 95.8%. For appropriations for
payments, the rate was 94.1%. with under-
utilization affecting mainly the EAGGF
Guarantee Section, the IMPs, research and
other internal and external policies.

Taking into account all the commitments and
payments made during the year and the com-
mitments outstanding at the end of 1991, the
total amount of commitments to be settled in
1993 or subsequent years is ECU 24 191
million. Table 10 contains a breakdown of this
amount for measures allocated differentiated
appropriations.

FIGURE 2

Table 1 shows the year’s results (as defined
and presented in the second part of the report)
as the difference between the year’s revenue of
ECU 59 712 million and the 1992 appropria-
tions for payments used during the year
(ECU 57 513 million) plus the ECU I 334
million in appropriations for payments car-
ried over to 1993.

The ecu

The Communities’ currency unit is the ecu, a
‘basket’ of the 12 Community currencies, the
composition of which is shown in Table 2.

The Commission promotes the adoption of
the ecu as a single currency by using it as
much as possible in the execution of the
budget. Some major sections of the budget,

Volume of payments and purchases of ecus, 1988-92
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such as research and energy policy, have been
implemented mainly in ecus for several years
now. Since the last quarter of 1990 the Com-
mission has also used ecus for the payment of
financial assistance under the Structural
Funds. In 1992 38% of the budget was im-
plemented in ecus.

During the year the Commission opened ac-
counts in ecus with the French and Irish
treasuries.



TABLE 2
Composition of the ecu

Member State

Composition of the ecu

Share in the ecu
%

5 Germany DM 0.6242 30.7

‘ [l France FF 1.352 19.1
|

! ; é United Kingdom UKL 0.08784 12.3

l] Traly LiT 151.8 9.8

= The Netherlands HFL 0.2198 9.6

[I Belgium BFR 3.301 7.9

Spain PTA 6.885 3.3

Denmark DKR 0.1976 2.5

Ireland IRL 0.008552 ,‘ L]

Portugal ESC 1.393 0.8

E Greece DR 1.440 0.6

! = Luxembourg LFR 0.130 0.3

ECl i 100
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FIGURE 3

REVENUE

The Community budget was financed from
a number of sources in 1992, in the propor-
tions shown in Figure 3. Total revenue came
to ECU 59 712 million.

Traditional own resources

The Communities’ traditional own resources
are made up of customs duties, agricultural
levies and sugar levies. They are established
by the Member States, which keep 10% to
cover collection costs.

The Communities receive customs duties in
respect of trade with non-member countries,
based on the Common Customs Tariff. These
rates are subject to regular reductions as a
result of negotiation rounds under the
General Agreement on Tariffs and Trade
(GATT) and specific agreements granting
preferential tariffs to certain trade partners.
The amount of customs duty collected in

Revenue of the Communities in 1992

VAT own resources  57.9%

Customs duties  19.0%

Agricultural and sugar levies ~ 3.3%
Percentage of Member States’ GNP 13.9%
Other  5.9%

1992 was less than expected and 1.6% lower
than in 1991. The fall in the value of imports
was caused by a drop in world prices, the
depreciation of the US dollar and the weaker
economic situation.

Agricultural levies are charged when a
Member State imports agricultural products
from a non-member country. Their purpose is
to offset differences between world prices and
the Community price. The proportion of
Community revenue accounted for by
agricultural levies has tended to decline
because the Member States have become in-
creasingly self-sufficient in agricultural pro-
ducts. However. the sharp fall in yield in 1992
(25% down on 1991) was caused mainly by
the unexpectedly low level of imports and the
fact that levy rates remained below the
forecasts.

Sugar and isoglucose producers pay levies on
production to cover market support ar-
rangements and to finance a system of
equalization of sugar storage costs introduced
to ensure that sugar is released on the market
regularly throughout the year. These levies do
not increase the Community’s net resources,
since they are offset by expenditure of virtual-
ly the same amount. In 1992 the yield was
reduced by the abolition of the additional levy
and a reduction in the coefficient for the
‘B levy’

VAT own resources

The VAT own resources are calculated by ap-
plying a uniform rate to the uniform VAT
bases of the Member States, which are deter-
mined in accordance with Community rules.
The maximum rate applicable has been fixed
at 1.4%, and the base used must not exceed
55% of a Member State’s GNP, In 1992, as in
1991, this capping of the VAT base applied in
five Member States — Greece, Ireland, Lux-
embourg, Portugal and the United Kingdom.

The uniform rate (1.265%) is determined by
applying 1.4% to the Member States’ VAT
bases, capped where necessary at 55% of
GNP, and incorporating the correction made



to compensate the United Kingdom for the
imbalance in its net contributions to the
budget. The payments of the other Member
States are increased by their share in financing
this compensation subject to the maximum
rate of 1.4%.

Payments for a given year derive from the
estimates for that year and the negative or
positive adjustments for previous years
established from the final statements of the
bases.

FIGURE 4
Revenue 1983-92

In 1992 some minor positive adjustments
were made in respect of 1991,

GNP-based own resources

A new source of revenue based on a propor-
tion of each Member State’s GNP was first in-
troduced in 1988 to balance budget revenue
and expenditure, i.e. to finance the part of the
budget not covered by other revenue. The rate
is fixed during the budgetary procedure and

(billion ECU)

§§ Total revenue

l VAT own resources
. Customs duties

1984 1985 1986

1983

B D GNP-based resources O
. Agricultural and
sugar levies
25— . Other it YO =
— 20 40—
L 15 e 5
=10 e il o
B S -
i e

1987 1988 1989 1990 1991 1992

15




16

depends on the total of other revenue; the rate
is applied to the aggregate GNP of all the
Member States, determined in accordance
with Community rules.

This additional resource was called in 1992
with each Member State paying 0.149% of
their GNP (not including the EAGGF
monetary reserve). In addition, three Member
States had to finance their share of the com-
pensation for the United Kingdom by making
a payment based on GNP as their VAT
payments had reached the maximum rate of
1.4% of their base.

Miscellaneous revenue

The general budget is also financed by
miscellaneous revenue, including tax and
other deductions from staff remuneration,
bank interest, contributions to research pro-
grammes, repayments of unused Community
aid and interest on late payments.

The revenue for 1992 also includes the surplus
from 1991 — ECU 2 763 million.



FIGURE 5
Own resources by Member State in 1992
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FIGURE 6

EXPENDITURE

Approprialions for commitments available
in 1992 totalled ECU 65 076 million. Figure 6
gives the breakdown by sector of amounts ac-
tually committed.

Agricultural market guarantees
Objectives and means

Article 38 of the EEC Treaty provides that
the common market shall extend to
agriculture and trade in agricultural products,
and that the operation and development of
the common market for agricultural products
must be accompanied by the establishment of
a common agricultural policy among the
Member States. Article 39 defines the objec-
tives of the common agricultural policy as:

(a) to increase agricultural productivity;

(b) to ensure a fair standard of living for the
agricultural community;

Expenditure by sector in 1992

Energy, industry and the internal market 0.8%
Cooperation with non-member countries ~ 6.0%

50.1%

Agricultural market guarantees

Fisheries and the sea  0.9%
30.5%
A people’s Europe  1.2%
Research and technological development ~ 4.4%

Structural operations

nEEEE

Repayments to Member States ~ 1.4%
Administrative expenditure 4.7%

(c) to stabilize markets;
(d) to assure the availability of supplies;

(e) toensure thatsupplies reach consumers at
reasonable prices.

Although these objectives have largely been
met, certain permanent adjustments have
had to be made, the most recent of which is
the reform of the common agricultural policy
adopted by the Council in May 1992. The
reform is based on more competitive prices
and direct aid to the farmers in greatest need.
Its aim is to reduce surpluses, stem the tide of
rural depopulation and preserve the environ-
ment by discouraging intensive production.

In pursuit of the above objectives, the com-
mon market in agricultural produce is based
on three principles: the single market, Com-
munity preference and financial solidarity.
The third of these principles is fundamental to
the policy, and in April 1962 the Member
States accordingly decided to set up a Com-
munity fund — the European Agricultural
Guidance and Guarantee Fund (EAGGF) —
which is part of the Community budget. It is
subject to the general budgetary rules, with
the addition of specific provisions.

The Fund was subdivided into two sections in
1964: the Guarantee Section covers Com-
munity expenditure on markets and prices
and the Guidance Section covers expenditure
on farm structures.

Constraints

In June 1988, when own resources had run
out as a result of ever-increasing agricultural
expenditure triggered by imbalances in cer-
tain markets, the European Council agreed
principles of budgetary discipline in order to
establish a better balance between the various
categories of expenditure and keep their
growth under control. These principles were
confirmed by the Edinburgh European Coun-
cil in December 1992.

To bring agricultural expenditure under con-
trol, the European Council adopted the prin-



ciple of a guideline. Within this guideline the
EAGGF Guarantee Section has to finance:

a

O

2D

i 20

=l
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export refunds;

market intervention operations, including
depreciation of new stocks;

half of set-aside expenditure;

market-related rural development opera-
tions and measures to combat fraud.

FIGURE 7
Expenditure 1983-92

. Agricultural market guarantees

D Structural operations

However, in line with the conclusions of the
Edinburgh European Council, the guideline
will be extended from 1993 to cover:

O new support measures under the reform of
the common agricultural policy (early
retirement, afforestation);

O all set-aside expenditure, for which
financing was shared equally between
the EAGGF Guidance Section and
Guarantee Section until 1992 (heading 2
of the financial perspective);

(billion ECU)

Total expenditure

Research and technological
development

non-member countries

Repayments to Member States
and administrative expenditure

[
. Cooperation with
i

Other

60 —

1983 1984 1985 1986

1987 1988 1989 1990 1991 1992
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O expenditure on income aid (previously in-
cluded in heading 2 of the financial
perspective);

O Guarantee Fund expenditure on fisheries
{(previously included in heading 4).

1992 app‘ropriations

The 1992 budget contained ECU 35 039
million for the EAGGF Guarantee Section,
including ECU 17 million for reserves and
provisions but not the ECU 1 billion set aside
for the monetary reserve. This left no margin
under the agricultural guideline.

A total of ECU 810 million was earmarked
for the reimbursement to the Member States
of amounts advanced by them to finance the
disposal of butter from public stocks.

Functioning of agricultural markets

At ECU 31 118 million, the appropriations
finally used were ECU 3 920 million less than
the initial appropriations. There were various
reasons for this discrepancy:

O The fall in value of the US dollar

The average dollarecu rate over the year
(USD1 = ECU0.79) was four points
higher than was assumed in the budget
(USD1 = ECU 0.75), thereby reducing
expenditure for 1992 by ECU 355 million.

O Repayment by Germany for exports of ab-
normal stocks from the former GDR

The amount in question — ECU 307
million — had been financed from the
1991 Community budget.

O Financing of food aid measures

The Council adopted several food aid
measures for Central and Eastern Europe
to be financed by the EAGGF Guarantee
Section. Of the ECU 398 million ear-
marked for these operations, some
ECU 177 million was used.

O Budgetary consequences of the clearance
of previous years’ accounts

The ECU 78.9 million recovered from
France in the 1988 clearance operation
was repaid after investigations confirmed
that the expenditure in question had been
justified.

O Fluctuations in the agricultural markets

Market-related factors accounted for a
reduction in requirements of ECU 3 497
million compared with the initial budget.

There was a surplus of appropriations in some
chapters. The main areas involved were milk
products, wine, cereals, fruit and vegetables,
sugar, pigmeat, rural development schemes
linked to market operations, refunds for food
aid measures, tobacco, sheepmeat and
goatmeat, eggs and poultrymeat and
beef/veal.

Compared with the initial budget, appropria-
tions for milk products were considerably
underspent as a result of the favourable
market situation, due mainly to the very low
level of milk production in the five new Ger-
man Linder.

The lower level of expenditure on wine was
the result of a poor table wine harvest, which
reduced the volume of distilled wine, and a fall
in the amount of alcohol bought at interven-
tion prices.

The under-utilization of appropriations for
cereals was caused mainly by the unexpected-
ly strong recovery in world prices.

Requirements for fruit and vegetables were
lower than expected because of a poor harvest
of apples and citrus fruit which was reflected
in a sharp fall in withdrawals.

Requirements for sugar fell as the Communi-
ty surplus was reduced to meet strong
domestic demand.

The savings in the pigmeat sector were the
result of a favourable market situation which
meant that no contracts had to be concluded
for private storage.



Underspending on rural development sche-
mes linked to market operations was due
mainly to the unexpectedly low level of expen-
diture on aid per hectare for small arable
farmers and the suckler cow premium for
mixed herds.

The reduction in requirements for food aid
refunds was caused chiefly by the general
decline in the level of refunds for the products
concerned.

Underspending on tobacco was a result of the

low level of intervention buying and the unex-
pectedly high volume of sales from public

FIGURE 8

- Agricultural expenditure by sector in 1992

stocks at higher prices than those assumed in
the budget estimates.

Appropriations for sheepmeat and goatmeat
were underspent mainly because contracts for
private storage involved very small quantities
(less than 2 000 tonnes compared with the
25 000 tonnes assumed in the budget).

Refunds for eggs and poultrymeat were lower
than expected because of firm world cereal
prices.

Appropriations for beef and veal were under-
spent chiefly because stocks at the end of the
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year were lower than forecast, after a major
disposal operation for exports, and no aid was
granted for private storage.

However, in other chapters the initial ap-
propriations were insufficient. The main
areas involved were oils and fats and textile
plants.

The additional costs for oils and fats were in-
curred in the oilseeds sector, as Community
production of colza and sunflower in the
1991/92 marketing year exceeded the
estimates used in drawing up the budget.

The shortfall in appropriations for textile
plants was caused by the fall in world cotton
prices and a level of cotton production which
exceeded estimates, with the result that the
reduction in aid was fixed too low.

Set-aside

Expenditure on the traditional set-aside
scheme was ECU 276 million in 1992 (50%
being charged to the EAGGF Guarantee Sec-
tion and 50% to structural operations). A fur-
ther ECU 10 million was spent on the tem-

porary scheme,

Repayments to the Member
States

In accordance with the Council Decision on
budgetary discipline, the budgetary authority
decided to enter in the 1992 budget a total of
ECU 810 million for the repayment to the
Member States of expenditure on the special
disposal of butter in 1987 and 1988. A final
disbursement of ECU 799.5 million was made
in 1992.

Fisheries and the sea

The Community devotes a growing volume of
resources to its policy on fisheries and the sea.
In 1992 appropriations were ECU 640
million." The main areas of this policy are:

O Community rules on access to, conserva-
tion and management of resources: the

Community helps fund the development
of the inspection and surveillance
methods needed to apply these rules;

O the common organization of markets: the
financing of intervention measures (carry-
over premium, compensatory allowance,
storage aid, etc.);

O Community financing of obligations aris-
ing from international fisheries agree-
ments: compensation is paid to non-
member countries for fishing rights in
their waters, the amount being fixed for
two or three years by international
agreements. These agreements secure ac-
cess to new fishery resources for
shipowners who are nationals of Member
States and help restock the sea-bed in
Community. waters;

O structural improvements: the Community
finances measures to modernize equip-
ment, without creating excess fishing
capacity, on the basis of multiannual
guidance programmes which are revised
annually. The appropriations in the 1992
budget were used to grant Community aid
to over 600 modernization projects,
around 50 projects for the construction of
fishing vessels, more than 200 installation
projects involving aquaculture and ar-
tificial reefs and about 40 projects to equip
fishing ports. They also financed the
withdrawal of 1 400 fishing vessels with a
total tonnage of 77 800 GRT.

Structural operations

Since the beginning of the European integra-
tion process, three Structural Funds have
been set up to promote harmonious economic
and social development in Europe: the Euro-
pean Social Fund (ESF) in 1958, the
Guidance Section of the European Agricul-
tural Guidance and Guarantee Fund

I Including ECU 81 million earmarked for fisheries in
the EAGGF Guidance Section.



(EAGGF) in 1964 and the European
Regional Development Fund (ERDF) in
1975.

The 1986 Single European Act provides for
close cooperation between the three Funds so
that they may contribute effectively, with a
large injection of additional funds, to the
achievement of five priority objectives: the
development and structural adjustment of the
regions whose development is lagging behind
(Objective 1), conversion of the regions
seriously affected by industrial decline (Objec-
tive 2), the fight against long-term unemploy-
ment (Objective 3), the occupational integra-
tion of young people (Objective 4), and, final-
ly, the adjustment of agricultural structures
(Objective 5a) and the development of rural
areas (Objective 5b).

Following German unification in 1990 the
Community extended its structural opera-
tions to the five new German Linder and East
Berlin; a total budget of ECU 3 billion (at
1991 prices) was earmarked for operations
under the three Funds in eastern Germany
over the period 1991-93.

The Community’s structural policy also in-
cludes other activities, in particular opera-
tions in the transport sector and major pro-
grammes which are now in their final stages
— the integrated Mediterranean programmes
(IMPs) and the specific industrial develop-
ment programme for Portugal (PEDIP).

The following appropriations for com-
mitments were available in 1992:

million ECU
EAGGF Guidance Section 2978
ERDF 8394
ESF 5683
New German Léinder 1 046
Other structural operations 1358
Total 19459

Activity of the three Structural
Funds

The 1992 budget earmarked ECU 17 055
million for operations under the three Struc-
tural Funds (not including appropriations for
the new German Lénder). Out of this total
ECU 16 925 million was actually committed
— ECU 2 956 million under the EAGGF
Guidance Section, ECU 8 386 million under
the ERDF and ECU 5 583 million under the
ESF.

Appropriations were committed for three
categories of operation in 1992: Community
support frameworks (CSFs), Community ini-
tiative programmes and transitional and in-
novatory measures. All these operations were
financed from the total of ECU 60 315
million (at 1989 prices) earmarked by the
Community for the Structural Funds for the
period 1989-93, with a doubling of appropria-
tions between 1987 and 1993.

Work continued in 1992 on implementing the
Community support frameworks, which now
have only one more year to run. These
frameworks lay down the priorities, rules and
schedules for Community structural opera-
tions on a multiannual basis. For Objective 2
(conversion of regions seriously affected by in-
dustrial decline), it was decided that the struc-
tural measures for each region would be
planned in two successive frameworks, the
first covering the period 1989-91 and the se-
cond 1992 and 1993. Most CSFs for this se-
cond stage had been adopted at the end of
1991, with the remainder being adopted in
1992; work began on implementing the
frameworks during the year.

When the CSFs were drawn up in 1989,
ECU 3 800 million was set aside for Com-
munity initiative programmes in areas of par-
ticular interest to the Community, to be
adopted by the Member States on a proposal
from the Commission. Work began on im-
plementing these programmes in 1991 and
continued throughout 1992, accounting for
11.6% of commitments under the Structural
Funds over the year.

Finally, a total of ECU 340 million was com-
mitted for transitional measures, which cor-
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respond to old programmes adopted before
the reform of the Funds in 1988 and are not
covered by its objectives, and for innovatory
projects.

Despite a high implementation rate (99.2%),
a total of ECU 130 million remained unused
in 1992; ECU 94 million was carried over for
commitment in 1993 to finance operations
which were virtually ready to be implemented
at the end of the year.

During 1992 the Commission evaluated
Community structural policies since the 1988
reform. This mid-term review of operations
under the Funds for the period 1988-93 il-
lustrated the vital role they play in strengthen-
ing economic and social cohesion in Europe
(for example, in Greece, Ireland and Portugal,
countries whose entire territory is eligible for
Objective | (regions whose development is
lagging behind), assistance from the Funds
represents respectively 2.9%,2.3% and 3.5%
of GDP). The review also confirmed the main
aspects of the strategy adopted under the
reform: the concentration of operations on
five priority objectives, the development of ef-
fective partnership between the Commission
and national, regional and local authorities in
the Member States, the placing of Communi-
ty operations in a multiannual framework
consistent with Member States’ regional
development policies, the coordination of
operations under the three Funds between
themselves and with other forms of financing,
in particular loans from the European Invest-
nmient Bank. The Commission therefore pro-
poses that the activity of the Funds after 1993
be governed by the same principles, with cer-
tain adjustments to incorporate the lessons
learned since 1989.

Since German unification, the Community
has also been active in the five new German
Léinder and East Berlin; 1992 was the second
year of implementation of the CSF adopted
early in 1991 and allocated a total budget of
ECU 3 000 million (at 1991 prices) in addi-
tion to the ECU 60 315 million (at 1989
prices) earmarked for other assisted regions.
All the appropriations in the 1992 budget
(ECU 1046 million) were committed. The
programmes co-financed by the Funds in
eastern Germany have been implemented at

a pﬁrticularly rapid pace, so that payment ap-
propriations for these operations had to be in-
crehsed during the year.

|

Ot:her structural operations

Thle integrated Mediterranean programmes
(IMPs) under way in Greece, France and Italy
since 1986 are now in their final stages. They
received ECU 465 million in 1992, which
would normally have been the last year of im-
plementation, giving a total allocation of
ECU 1 600 million over the period 1986-92.
Under the Regulation governing the IMPs,
however, implementation may be extended
for,one year. A total of ECU 186 million
which could not be committed in 1992 has
the‘refore been carried over to 1993.

Thé year 1992 was also the last year of im-
plementation of the specific industrial
development programme for Portugal, which
was adopted in 1988 to promote the structural
adjustments required to increase com-
petitiveness. All the appropriations available
in 1992 (ECU 128 million) were committed,
bringing the total assistance granted to Por-
tuguese industry between 1938 and 1992 up
to the original target of ECU 500 million (at
19818 prices).

|

Finally, ECU 156 million was committed for
operations in the transport and tourism sector
in 1992, most of it to fund transport in-
frastructure projects. These operations will be
stepped up in future as part of the develop-
ment of trans-European networks provided
for py the Treaty on European Union.

[

A f)eople’s Europe

The; Community also pays particular atten-
tion to the human dimension of Europe and
has; increased the resources available for
developing this aspect. The appropriations for
commitments available in 1992 for the main
sectors of activity were as follows:

!
{

'
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million ECU
Education, vocational training
and youth policy 241
Employment, social protection
and public health 117
Information and communication 33
Culture and audiovisual media 64
Consumer protection _ 20
Protection of the environment 148
Aid to disaster victims in the
Community 18

In the first sector — education, vocational
training and youth — the Community seeks
to promote European awareness among
young people, in particular by encouraging
exchanges — between schools and univer-
sities and in other contexts. The Communi-
ty’s activities include major programmes such
as Frasmus and Lingua (for students),
PETRA (for young people not at university),
FORCE (for young workers) and Comett
(cooperation between universities and in-
dustry), and other more horizontal measures
focusing on intercultural education, less-
widespread languages and youth policy.
These Community measures are geared not
only to young people, but also to teachers,
education workers and youth leaders. They
help young people to integrate into working
life and give them a practical opportunity to
forge and consolidate links at European level.

The appropriations for this sector are also
used to finance exchanges with other parts of
the world (Central and Eastern Europe, Latin
America and the Mediterranean countries),
which are organized in cooperation with na-
tional bodies, institutions and associations
and benefit growing numbers of young people
each year.

To complement the measures financed by the
European Social Fund, the Community pur-
sues a policy under the Charter of Fundamen-
tal Social Rights of Workers aimed at en-
couraging dialogue between the two sides of
industry, either on its own initiative or work-
ing through the various trade unions and pro-
fessional organizations. It also finances

measures to boost employment — informa-
tion on job vacancies and applications, and
support for local and regional initiatives —
and pursues a policy of equal opportunities.
In the social protection field, the Communi-
ty’s activities are concerned with the general
level of social security provision and the rele-
vant legislation, as well as the protection of
particularly vulnerable groups (families and
children, the disabled, the poor and the elder-
ly)and the free movement of migrant workers.
Finally, appropriations are also used for the
protection of public health and the prevention
of major health risks (campaigns against
cancer, AIDS, alcohol and drug abuse, and
measures to improve health and safety at
work).

In the information and communication field,
appropriations are used for general measures,
both inside and outside the Community, to
publicize the wide range of Community ac-
tivities and promote the European idea, and
to maintain a Community presence at sport-
ing events, in universities and at international
fairs and exhibitions (e.g. Expo 92 in Seville).
Special priority has been given to the develop-
ment of the European audiovisual industry
through the Media programme, together with
measures to support the European dimension
in the audiovisual industry and multilingual
TV and radio services.

Most resources in the cultural field went
towards the protection and promotion of the
European architectural heritage and support
for initiatives with a European dimension, in-
cluding cultural and artistic events and the
promotion of literary or musical works.

Turning to consumer protection, 1992 was a
decisive year in the implementation of the
three-year action plan (1990-92), with the
adoption by the Council of a Directive on
general product safety and a common posi-
tion on the proposal for a Directive on unfair
terms in consumer contracts. As part of the
strategy to improve consumer protection, the
Council adopted a resolution on future
priorities for consumer protection measures.

As regards the environment, the majority of
the appropriations available — ECU 101.8
million — were to finance multiannual direct

25



26

action programmes, such as ACNAT,'
Norspa® and Medspa,® which are now incor-
porated in the new financial instrument for
the environment, LIFE, adopted by the
Council on 21 May 1992. Pending a decision
on the seat of the European Environment
Agency, which the Council decided to set up
on 7 May 1990, a total of ECU 2.3 million of
the ECU 6 million entered by the budgetary
authority in the same article as the LIFE ap-
propriations was used for specific measures to
pave the way for its establishment. On
15 December 1992, the Council adopted the
fifth Community action programme on the
environment and sustainable development,
which is targeted on all those involved with
the environment. The programme em-
phasizes integration and coordination with
other Community policies, sets specific
targets, describes the means to be employed

-and indicates the role of the principal players.

In 1992 the Community continued its
measures (interest subsidies on exceptional
loans) to reconstruct the regions of Italy hit by
the 1980 earthquake and the regions of
Greece hit by earthquakes in 1981 and 1986.

Research and technological
development

The main feature in the research and
technological development (R&TD) field in
1992 was that a new strategy, involving a
redirection of Community research activity,
was developed and launched.

On 7 April, the Commission sent the Council
and the European Parliament a communica-
tion entitled ‘Research after Maastricht: an
assessment, a strategy’ in connection with the
financial perspective put forward for 1993-97.

After evaluating the second framework pro-
gramme (1987-91), the Commission, at the in-
vitation of the Council also proposed addi-
tional funding for the third framework pro-
gramme (1990-94) on 15 July (the Council
adopted a common position in December)
along with guidelines for a fourth framework
programme of research and technological
development (1994-98).

In view of the time it is likely to take to adopt
the fourth framework programme and in
order to avoid any reduction in the funding
available for Community research in 1993
and 1994 which might compromise the con-
timﬁity of research efforts, the Council decid-
ed to provide an extra ECU 900 million for
the third framework programme, raising the
total from ECU 5 700 million to ECU 6 600

million.
|

[
|

Thé appropriations available for R&ID in
1992 amounted to ECU 2853 million,
allocated as follows:

j‘ million ECU

Indirect action and shared-cost
projects 2562
Direct action carried out by the

Joint Research Centre 291

|
i

Work continued on the implementation and
budgetary commitment of the third
framework programme in 1992. The Council
adopted Decisions on the last three specific
programmes under the framework pro-
gramme, namely on human capital and
mobility, biotechnology, and measurement
and testing. Calls for proposals were pub-
lished immediately and, after assessment,
initial series of projects were launched. Mean-
while, all the projects selected following the
calls for proposals published within the
framework of the 12 programmes adopted in
1991 have now got properly under way and
new calls have been published for certain pro-
grammes.

t

1 Actlon by the Community relating to nature conser-
vatlon

2 Community action to protect the environment in the
coastal areas and coastal waters of the Irish Sea,
North Sea, English Channel, Baltic Sea and North-
East Atlantic Ocean.

3 Mediterranean special programme of action.




During the year, the eight institutes of the
Joint Research Centre (JRC) continued their
work in the Centre’s four areas of activity:
specific research programmes under the
framework programme; support for Commis-
sion departments; work under contract for
outside bodies; and exploratory research.
There was a considerable increase in the
amount of work to provide scientific and
technical support for the Commission and
even greater attention was given to the
customerkontractor principle.

In a resolution of 29 April on all the activities
to be undertaken by the JRC in the years
ahead, the Council reaffirmed the Communi-
ty character of the JRC and its role in
strengthening the scientific and technological
basis of European industry. On the same day,
it adopted specific research programmes to be
implemented by the JRC under the EEC and
Euratom Treaties for 1992-94, the forecast
amounts being ECU 341.55 million and
ECU 202.95 million, and a supplementary
programme on the operation of the high-flux
reactor (HFR) at Petten (1992-95), which is
classed as work for outside bodies and will
cost an estimated ECU 75 million.

In addition to international cooperation ac-
tivities under COST, EFTA, Eureka or with
the main industrialized countries, 1992 saw
scientific and technological cooperation with
the countries of Central Europe getting off

the ground. A preparatory initiative was laun-
ched for more substantial scientific and
technological cooperation with all the coun-
tries of Central Europe, including the
Baltic States, with a total budget of
ECU 55 million for 1992. Of this, ECU 40
million has been earmarked for mobility
grants, pan-European scientific networks,
joint research projects and conferences and
seminars, ECU 10 million will go towards
supporting the participation of bodies from
Central European countries in five specific
programmes under the framework pro-
gramme (1990-94) which are open to them,
and ECU 5 million is for participation in
COST operations. Following a call for pro-
posals published in April, 3 039 projects were
selected for funding.

On 23 June, the Commission signed an agree-
ment on international cooperation between
the Community and Russia, Belarus and
Ukraine concerning research into the conse-
quences of the nuclear accident at Chernobyl.
The programme will receive ECU 4 million
from the Community. The Council decided to
conclude an agreement with the Russian
Federation, the United States of America and
Japan on the setting-up of an International
Science and Technology Centre in Moscow.
On 3 July, the Commission decided to set up
and finance (ECU 4 million) an international
association for the promotion of cooperation
with scientists from the independent States of
the former Soviet Union.
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FIGURE 9

Community research expenditure
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1987 1988 1989

1990 1991 1992

The existence of two separate instruments
with different adoption procedures explains
why there can be a time-lag of as much as two
years between the adoption of the framework

- programme and the implementation of all the

operations involved. The adjustments made
by the Maastricht Treaty to the legal and in-
stitutional framework should make it easier
to dovetail the two programming frame-
works.

It was against this background of change,
both strategic and legal, that the Community
took the decision to pursue its efforts in the
R&TD field at the Edinburgh European
Council and when approving additional fund-
ing for the third framework programme.

I — A new strategy within a
- changed legal and
institutional framework

A. Strategic approaches: improved
targeting of R&TD objectives

Article 130f(1) of the Maastricht Treaty reaf-
firms the link between R&TD and industrial
competitiveness. The Commission, in three
communications published during 1992,
outlined its new strategy in this area.

I " Assessment of the second framework programme,
April 1992; ‘Research after Maastricht: an assess-
ment, a strategy, April 1992; Working paper on the
fourth framework programme for Community
research and technological development activities
(1994-98), October 1992.






unanimously in accordance with the co-
decision procedure with Parliament (Ar-
ticle 189b).

{b) A Council decision adopting each of the
specific programmes. The Maastricht
Treaty has simplified the procedure for ap-
proving the specific programmes which
will now be adopted by the Council acting
by a qualified majority after consulting
Parliament.

(c) A Council decision on the rules for the
participation of undertakings, research
centres and universities in the framework
programme, and on the rules applicable to
the dissemination of research findings.
This decision is mentioned in the new Ar-
ticle 130j of the Treaty and will be adopted
in cooperation with Parliament (ie. the
procedure laid down in Article 189¢ of the
new Treaty).

(d) Allthe measuresinvolving the adoption of
decisions relating to the creation of other
(optional) instruments for implementing
the framework programme: supplemen-
tary programmes, participation in
research programmes undertaken by more
than one Member State, cooperation with
international organizations, joint ven-
tures, These all come under Articles 130k,
1 and m of the Treaty.

2. Financial aspects: the ‘maximum overal]
-amount’

The procedural changes are accompanied by
new financial provisions.

The new Article 1301 states that the
framework programme ‘shall fix the maxi-
mum overall amount and the detailed rules for
Community financial participation in the
framework programme and the respective
shares in each of the activities provided for’
Each specific programme ‘shall provide for

the means deemed necessary’ to implement it, .

and the. ‘sum of the amounts deemed
necessary ... may not exceed the overall maxi-
mum amount fixed for the framework pro-
gramme and each activity’

Il — From the third to the fourth
framework programme — a
difficult transition towards a
new approach

The legal and financial mechanism estab-
lished under the Maastricht Treaty should
have speeded up the procedures for adopting
and implementing the framework pro-
gramme. Unfortunately, delays in ratifying
the Treaty by the Member States have held up
its entry into force and made the transitional
period which started in 1992 much more dif-
ficult. The Community’s determination to
build on its R&TD efforts is, however, clearly
evidenced by its decision to provide additional
funding for the third framework programme.

A.:1992-94: Ensuring a smooth
transition from one programming
:mechanism to another

1. Completion of the 1990-94 framework
programme

There were so many stages involved between
the proposal for the framework programme
and execution of the operational programmes
that the preparatory and implementing pro-
cedures laid down in rules based on the Single
Act took an unusually long time. Although
the third framework programme was adopted
in the Council Decision of 23 April 1990, the
first specific programmes were not definitive-
ly adopted until the summer of 1991 and the
last three not until 1992,

In view of the various stages necessary to en-
sure that the implementation procedures
functioned smoothly (calls for proposals,
selection and evaluation, negotiation and
signing of contracts), there was no real delay
in actually carrying out the procedures; only
around 4% of the means deemed necessary
had been committed at 31 December 1991
and around 35% at 31 December 1992, as
against the original forecast of 44%. The
main delay was for the biotechnology pro-
gramme which was adopted at a very late
stage.
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FIGURE 10
Financial basis of third framework programme (million ECU)

Allocation Additional funds New

1990-94 1993-94 total
Information technology and communications 2220 295 2:516
Industrial technology and materials 888 119 1007
Environment 518 69 587
Life sciences and technologies 741 99 840
Energy 814 249 1 063
Human capital and mobility 518 69 587

Total 5700 900 6 600




The Edinburgh European Council proposed
aligning R&TD expenditure with expenditure
on internal policies under heading 3, with
R&TD continuing to account for between
one-half and two-thirds of the total, which
was set at ECU 5 100 million (1992 prices) for
1999.

The Edinburgh conclusions suggest guide-
lines for making the best use of the resources

available. They spring directly from the prin-
ciples established or reaffirmed in the
Maastricht Treaty, such as subsidiarity or
coordination of Community activities with
those of Member States. Observing these
principles will make the Community more
responsive to the needs of the economy and of
society at large.
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Energy, industry and the
internal market

Appropriations from the general budget
finance a wide range of activities relating to
energy, industry and the internal market in
connection with the completion and opera-
tion of the single market.

The following appropriations for com-
mitments were available in 1992.

million ECU
Energy 186
Nuclear safeguards 10
Information market and innovation 39
Statistics 49
Internal market and industry 227

Virtually all the appropriations were com-
mitted.

In the energy policy sector, the budgetary
authority released a third tranche of support
under the Thermie programme' — ECU
166 million for 1992. The amount deemed
necessary for the period 1990-92 comes to
ECU 350 million. On 20 May 1992 the Com-
mission also adopted a proposal for a Council
Decision on a multiannual programme for the
promotion of renewable energy sources in the
Community (Altener) with an indicative
budget of ECU 40 million over the period
1993-97. The SAVE programme’ adopted by
the Council on 29 October 1991 (ECU 35
million deemed necessary for the period
1991-95) entered its operational stage with the
allocation of a second tranche of ECU 5
million for 1992,

Turning to nuclear safeguards, the Commis-
sion continued — within its sphere of respon-
sibility — to perform its role of coordinating
international efforts to raise the level of
nuclear safety throughout Europe, in par-
ticular as regards plant safety, workers’ train-
ing and public information.

As regards the promotion of innovation and
technology transfer, the Sprint programme?
continued under three main headings:

i

facilitating the dissemination of new tech-
nology to firms, strengthening innovation
and technology transfer support service in-
frastructure, and improving awareness and
understanding of innovation and exchanging
experience on national and Community in-
novation policies (ECU 90 million is deemed
necessary for Sprint over the period 1989-93).
{

As regards the development of the informa-
tion services market, the ImpactIl pro-
gramme’ continued in 1992. In particular,
the information market observatory con-
tinued its activities and user support and
guida;nce services continued on the ECHO
host.

The Statistical Office concentrated on com-
pleting the Community’s 1989-92 statistical
programme and on preparing the proposal for
the forthcoming 1993-97 statistical frame-
work programme which was adopted by the
Commission on 18 September and which
aims to use a system of standards, methods
and organizational structures capable of pro-
ducing comparable, reliable and relevant
statistics throughout the Community, par-
ticularly as regards the internal market.

i

The Commission pursued the task of com-
pleting the internal market by | January
1993, It also continued its standardization
effort in which it entrusts responsibilities to
European standardization organizations,
which receive substantial funding from the
Community budget.

l

I European technologies for energy management.

2 Special action programme for vigorous energy effi-
fciency.

3 Strategic programme for the transnational promotion
of innovation and technology transfer.

4 Multiannual programme to establish an internal
market in information services. ECU 64 million is
deemed necessary for the period 1991-95.

5 European Commission host organization.



Work on trans-European telematics networks
between administrations {TNA)® resulted in
the definition of a framework for cooperation
between Member States and the Community
with a view to carrying out projects of com-
mon interest. This involves a guide plan com-
prising objectives, broad lines of action and
priorities common to Member States’ ad-
ministrations and the Community institu-
tions and Community support for projects of
common interest (IDA) which finances
feasibility studies. The preparation of these
initiatives was financed by the Caddia and
INSIS programmes.

In the field of telematics systems of general in-
terest, the second stage of the TEDIS
programme® continued (with ECU 25
million deemed necessary for the period
1991-93).

ECU 25 million was spent on implementing
the 1990-93 programme to promote the
development of small and medium-sized
enterprises (SMEs). On 23 December the
Commission also approved a programme of
Community measures entitled ‘The enter-
prise dimension — essential to Community
growth’ and intended as a means of mobiliz-
ing businessmen and thereby reviving
economic growth. It is accompanied by two
proposals for Decisions, one aimed at intensi-
fying priority enterprise policy measures
(with a total budget of ECU 86 million in the
period 1993-96) and the other at ensuring the
continuity of that policy (with a total budget
of ECU 28 million in the period 1994-97).

Cooperation with non-member
countries

Cooperation with non-member countries
financed from the general budget covered the
countries of Central and Eastern Europe and
the independent States of the former
Soviet Union, the Mediterranean, the devel-
oping countries of Asia and Latin America;
other cooperation measures concerned food
aid, humanitarian aid to disaster victims, en-
vironment and health, human rights and
democracy.

Other operations are financed from the Euro-
pean Development Fund under the Lomé
Conventions. ECU 2 063 million was com-
mitted in 1992 for the countries of Africa, the
Caribbean and the Pacific.

The appropriations for commitment under
the general budget available in 1992 were as
follows:

million ECU

Cooperation with the countries of
Central and Eastern Europe and

the former Soviet Union 1 454
Food aid 801
Cooperation with Asia and

Latin America 582
Cooperation with the Mediterranean

countries : 417

Other forms of cooperation
with developing countries and
other non-member countries 502

Virtually all these appropriations were com-
mitted.

Aid for. the economic restructuring of the
countries of Central and Eastern Europe
began in earnest in 1989/90. Originally
organized for Poland and Hungary, it was ex-
tended to other countries of the former War-
saw Pact in 1990. By the end of 1991 it also
covered Albania, Estonia, Latvia and
Lithuania and was extended to Slovenia in
1992. Since 1991 similar large-scale aid has
been granted to the independent States of the
former Soviet Union. The aim of Community
assistance is to support the economic reform
process and encourage the change-over to a
market economy and free enterprise. Finan-
cial and technical assistance is provided so as

6 Telematics networks between administrations.
Interchange of data between administrations.
8 Trade clectronic data interchange systems.
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to help satisfy immediate needs linked to
maintaining the production of goods and ser-
vices which are vital to the economies of the
relevant countries, to preparing industry
development plans and to supporting projects
which may subsequently receive additional
assistance from other members of the Group
of 24 western countries involved in the
PHARE operation. Apart from humani-
tarian aid, financing decisions taken in this
context have been directed primarily towards
industry, investment, the private sector, small
business, the environment, nuclear safety,
education, training and research.

Food aid figures large among the forms of
assistance given to developing countries. It is
given in various forms ranging from emergen-
cy aid to longer-term forms of assistance to
raise the general standard of nutrition, im-
prove food security and, through integrated
development programmes, to contribute to
the balanced economic and social develop-
ment of the assisted areas.

Depending on specific needs, aid may be
given for free distribution to the population,
or for sale on local markets (the proceeds be-
ing used to finance rural or other projects in
the recipient country) or, in certain cases, in
the form of food purchased in one developing
country for use as food aid to another country
(triangular operations). In 1992 an extra
ECU 220 million was provided in addition to
the appropriations originally entered in the
budget to meet the needs arising from the
famine in eastern and southern Africa.

In 1992 the Council adopted a Regulation on
financial and technical assistance to and
economic cooperation with the developing
countries in Asia and Latin America and
regulations on the implementation of the Pro-
tocols on financial and technical cooperation
concluded by the Community with Mediter-
ranean non-member countries, providing new
guidelines for cooperation with countries in
these regions in future years.

Where appropriate, the traditional financial
and technical aid directed to the poorest sec-
tors of the population has been supplemented
by economic aid adjusted to the development
needs of the recipient countries (strengthen-

ingf manufacturing and services, transfers of
know-how, etc.) so that those countries can
take better advantage of the new prospects of-

_fere%d by the single market. Regional coopera-

tion is important for both financial and
technical aid and economic cooperation.
Specific attention is also paid to cooperation
as r;egards the environment and the protection
of natural resources.

The major Community effort in favour of
developing countries in Asia and Latin
America takes the form of a programme of
support for projects situated particularly in
the least prosperous countries and focused on
rural development and the improvement of
food production. In 1992 59.4% of these com-
mitments concerned Asia and 40.6% con-
cerned Latin America. Other measures in-
clude trade promotion, energy cooperation,
joirjt ventures in investment projects and
regional integration.

In 1992 a major effort was made to promote
the: self-sufficiency of refugees and displaced
persons. As fighting has flared up in most
parts of the world, the number of refugees has
increased, making their position more and
more precarious. ECU 82 million has been
committed for this purpose.

Aid granted to Mediterranean countries is
largely based on a series of financial protocols
annexed to agreements with the various reci-
pieht countries. The financial protocols pro-
vide for a mixture of outright grants for
various development projects and loan
finance provided by the European Investment
Bank, supported in most cases by interest sub-
sidies charged to the general budget. These
programmes were slow to get off the ground
because of delays in the ratification of the pro-
tocpls.

Commitments entered into concerning
Sotth Africa (ECU 80 million) chiefly cover
measures taken via non-governmental organi-
zations in favour of the poorest sectors of the
population (training, health, humanitarian
and welfare operations, etc.).

Community assistance is also channelled
through non-governmental organizations.
Development projects benefiting from this



assistance are spread worldwide and are most-
ly small scale, localized schemes in such fields
as rural development, training and health.

Emergency and exceptional aid generally
takes the form of funds to finance emergency
grants in order to demonstrate Community
solidarity in support of victims of natural
disasters affecting non-associated countries.
In 1992 the Community also provided
ECU 120 million of relief for victims of
fighting in the former Yugoslavia.

Repayments to Member States

The general budget includes appropriations
to cover repayments by the Communities to
the Member States.

The Act of Accession of Spain and Portugal
provided that, over a transitional period from
1986 to 1991, these countries were to be reim-
bursed part of the Community resources they
paid in; the proportion to be reimbursed
declined from 87% in 1986 to 5% in 1991.

In 1992 they were no longer repaid 5% of
their payments in respect of the correction in
favour of the United Kingdom. Spain and
Portugal are also compensated for their con-
tribution to financing the depreciation of old
agricultural stocks.

From 1988 to 1992 the Communities also
reimbursed to the Member States amounts
advanced by them to cover foreseeable losses
on agricultural produce in stock on
31 December 1986 and to finance the excep-
tional butter sales of 1987 and 1988. The
debts relating to the butter disposal operation,
for which ECU 800 million was repaid in
1991, have now been cleared.

Administrative expenditure

The general budget includes appropriations
to cover the institutions’ staff and ad-
ministrative expenditure, representing 4.8%
of total expenditure in 1992.
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TABLE 3

Administrative expenditure in 1992

Establishment

Institution plan in 1992 budget Staff Administration
(Permanent posts and {million ECU} (million ECU)
temporary posts)
Parliament 3641 359.7 220.3
Council 2725 179.0 167.8
of which:

Economic and Social Committee (510) (32.7) (18.9)
Commission 17 451 1 466.6 722.2
of which:

administrative staff (14 042) Q 220.8) 639.9)

research and investment activities (3 409) (245.8) (82.3)
Court of Justice ' 800 63.7 18.0
Court of Auditors 394 320 3.6

Total 25011 2 101.0 1131.9




BORROWING AND LENDING

OPERATIONS

In addition to the measures financed by the
general budget, a number of Community
operations are carried out using borrowed
funds. The Communities have developed
several instruments which give them access to
capital markets and are used to finance
various categories of loans. In addition to
these loans from borrowed funds, a smaller
number of loans are granted from budget ap-
propriations. This report deals only with bor-
rowing and lending operations included in the
Communities’ financial balance sheet; it ig-
nores operations carried out under the finan-
cial provisions of the ECSC Treaty

FIGURE 11
Community loans outstanding, 1983-92

(ECU 7 701 million in loans outstanding at
31 December 1992) and those carried out by
the European Investment Bank from its
own resources under the EEC Treaty
(ECU 75 713 million in loans outstanding at
31 December 1992).

Should the recipient of a loan granted by the
Communities default, the corresponding bor-
rowing contracted by the Communities would
be repaid by the general budget; some of the
loans granted by the European Investment
Bank from its own resources are backed by a
guarantee from the general budget.
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Borrowing and lending for
balance-of-payments support

After the first oil-price shock a Community
borrowing facility was devised to help
Member States which had had their balances
of payments upset as a result of the rise in oil
prices. The first loans were granted in 1976;
the Council increased the volume of Com-
munity borrowings authorized under this
facility to ECU 8 000 million in 1984 and to
ECU 14 000 million in 1988. At 31 December
1992 loans outstanding totalled ECU
1 875 million.

Euratom borréwing and lending

Since 1977 the Communities have made use
of this instrument, which was devised to
finance investment projects involving the in-
dustrial generation of nuclear-based electrici-
ty and industrial fuel cycle installations in
order to reduce the Community’s dependence
on imported energy. In 1990 a Council deci-

TABLE 4

sion increased the amount of borrowings
which the Commission is entitled to raise
under this facility to ECU 4 000 million. At
31 December 1992 outstanding loans totalled
ECU 1338 million out of an initial
ECU 2 876 million granted.

NCI borrowing and lending

The New Community Instrument (NCI) was
created in 1978 to help finance investment
projects for developing Europe’s industrial
competitiveness. These projects must meet
the Community’s priority objectives concern-
ing energy, industry and infrastructure and, in
particular, promote regional development and
contribute to the fight against unemploy-
ment. The New Community Instrument was
strengthened in 1982, 1983 and 1987 and its
field of application now extends to the
dissemination of new technologies and in-
novation, mainly for the benefit of small and
medium-sized firms. Overall, the volume of
borrowings authorized by the Council has

Capital operations guaranteed by the general budget at 31 December 1992

(million ECU)

* ol butstanding at 31:12.1992 . .
ered by a budget gltarantee - :
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risen to ECU 5 750 million and has been used
to grant loans of ECU 5 342 million. The
NCT has also been used to finance reconstruc-
tion projects following the earthquakes in Ita-
ly in 1980 and in Greece in 1981. At
31 December 1992 the loans ocutstanding, in-
cluding those intended for reconstruction
after the earthquake, came to ECU 2 385
million.

Borrowing and lending in
connection with cooperation
with non-member countries

The Community grants medium-term finan-
cial assistance to a number of countries which
are currently implementing economic
reforms. This is financed from its borrowing
operations.

As part of the aid programme of
.ECU 375 million to the Czech and Slovak
Republics, a second tranche of ECU 190
million was paid on 2 March 1992,

A second tranche of ECU 140 million was
paid on 2 March 1992 to Bulgaria, as part of
a global aid programme amounting to
ECU 290 million.

On 22 July 1991 the Council decided on a
ECU 375 million loan facility for medium-
term financial assistance to Romania. The
full amount of the loan was paid during 1992,

Pursuant to the Council decision of
22 July 1991 to grant financial assistance to
Israel and the populations of the occupied ter-
ritories, the  Community  borrowed
ECU 160 million which was paid to Israel on
2 March 1992.

Financial  assistance  amounting to
ECU I 250 million was also granted to the
republics of the former Soviet Union. At
31 December 1992,  outstanding  loans
amounted to ECU 123 million.

Loans from budget appropriations

Besides these loans from borrowed funds,
loans are also granted from budget appropria-
tions as part of the policy of cooperation with
non-member countries. The Communities
have concluded agreements combining com-
mercial cooperation and technical and finan-
cial cooperation with most of the Mediterra-
nean countries. In the case of financial and
technical cooperation, Community aid con-
sists partly of non-repayable grants and partly
of loans on particularly favourable terms or
risk capital operations. At 31 December 1992
the outstanding balance of loans on special
terms and risk-capital operations came to
ECU 463 million.

Since 1988 the Communities have been able
to grant loans and advances, likewise from
budget appropriations, to finance joint ven-
tures between European firms and firms in
Asia, Latin America and the Mediterranean
countries. At 31 December 1992 the out-
standing balance of these operations came to
ECU 21 million.

Budget guarantees

Should a debtor default, the amounts bor-
rowed to finance any of the loans listed above
would be repaid from the general budget.

The Community decided to guarantee the
loan granted ‘to Russia by a consortium of
banks for the purposes of financing the im-
port of agricultural and food products from
the Community and the countries of Central
and Eastern Europe. The Community
guarantee covers 98% of any losses on capital
or interest up to a maximum of
ECU 500 million.

At 31 December 1992 the outstanding
balance under this operation amounted to
ECU 375 million in capital; the period for

drawing on this loan expired on 31 January

1993.

Loans granted by the European Investment
Bank from its own resources to 12 Mediterra-
nean countries under the financial protocols
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annexed to the cooperation agreements with
these countries are also covered by a budget
guarantee; at 31 December 1992 outstanding
loans totalled ECU 2 089 million. The
guarantee also extends to loans granted by the
EIB from its own resources to Hungary and
Poland as part of the Community’s coopera-
tion with the countries of Centraland Eastern
Europe; in May 1991 the Council decided to
extend this guarantee to two-year loans total-
ling a maximum of ECU 700 million to the
Czech and Slovak Republics, Bulgaria and
Romania. The guarantee ceiling for loans to
all these countries is ECU 1 700 million; at
31 December 1992 loans granted to the five
countries totalled ECU 820 million but only
ECU 147 million had been paid.

Table 4 gives an overview of the total risk to
which the general budget is exposed as a result
of the Communities’ borrowing and lending
operations.

On 11 and 12 December 1992, the Edinburgh
European Council examined the budgetary
treatment of the Community’s borrowing and
lending and guarantee operations for non-
Community countries. As there has been con-
siderable growth int this area, it was decided to
set up a Guarantee Fund financed by a
reserve in the budget and the financial
perspective to improve the way in which these
operations were treated.



TREASURY REPORT

The Commission holds accounts with the
Treasuries and/or Central Banks of Member
States, on which it receives revenue and
through which it pays the bulk of its transac-
tions, in particular those relating to the
EAGGF Guarantee Section, some of the ex-
penditure on the Structural Funds, and
repayments to Member States.

Each month the revenue paid — expressed in
national currencies — is equivalent to one-
twelfth of the amounts provided in the budget
for VAT and GNP-based resources and the
amount actually established each month for
custom duties and agricultural levies.

Ordinary commercial bank accounts are used
for administrative expenditure and direct
payments to recipients other than national
authorities, in national currencies and in
ecus.

To ensure that Community funds are made
available to the direct recipients as rapidly and
as cost-effectively as possible, the Commis-
sion overhauled its commercial banking
structure in 1992. It also now uses the SWIFT
network for international payments.

In July 1990, the Commission adopted a
Regulation on arrangements for using the ecu
for the purpose of the budgetary management
of the Structural Funds which states that
grants made by the Commission are to be paid
in ecus to the authority designated by the
Member States to receive the payments.

Ecus are mainly purchased on the interbank
exchange market. The Commission tries to
spread its purchases as evenly as possibly so as
not to destabilize the market. It purchased
ECU 22 400 million on the money market in
1992 as against ECU 17 600 million in 1991.
This was used mainly for payments under the
Structural Funds — ECU 16 000 million in
1992 compared with ECU 10 700 million in
1991.

On 1 July 1992, the Commission opened ecu-
denominated accounts with the French and

Irish Treasuries for making payments in con-
nection with operations under the Structural
Funds. This is a new departure which will
allow Treasuries to get used to the idea of us-
ing the ecu prior to Economic and Monetary
Union. The Commission is willing to open
similar accounts with any Member State who
so wishes.

Budget revenue and expenditure for a given
year may differ from the initial estimate, pro-
ducing a positive or negative balance. A
surplus can result from under-utilization of
appropriations or from a revenue outturn
higher than the forecast in the budget or from
a combination of these two factors. Since
spending may not exceed the limit set by the
appropriations entered in the budget, a deficit
can be caused only by the revenue outturn be-
ing lower than the forecast in the budget. This
was the case from 1984 to 1986.

The cash situation in the course of the finan-
cial year depends on the monthly outturn of
revenue and expenditure, which do not
necessarily balance. Even if the balance for
the year shows a surplus, expenditure might
have outstripped revenue at certain times of
the year, causing cash-flow difficulties. For
these reasons, the rules in force allow the
Commission to overdraw on its accounts with
the national treasuries. The Commission did
not make use of this possibility in 1992 as the
cash situation was positive throughout the
year.

The rules also stipulate that the positive and
negative balances resulting from payment
and revenue transactions should be spread
over the year in proportion to each Member
State’s estimated contribution to the budget
as a whole. This balance is maintained by
transfers between the central banks.

A rolling forecast of cash-flow is used to
monitor and coordinate these currency trans-
actions. Cash-flow management is strictly
regulated: no borrowing is allowed to cover
possible deficits, no loans may be made from
positive balances and no interest is receivable
or payable on balances with Member States.
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FIGURE 12
Monthly revenue and expenditure in 1992 (billion ECU)
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FUTURE EXPENDITURE AND REVENUE

I tis a feature of the accounting system of the
Communities that certain sums due but un-
paid at 31 December and certain revenue
receivable should be charged to the revenue
and expenditure account for that year and
entered in the balance sheet.

The main items of future expenditure and
revenue entered in the accounts at the end of
1992 were:

— payments authorized in December 1992
and made between 1 and 15 January 1993;

— payments to be authorized in 1993 against
appropriations for payments not used at
the end of 1992 and carried over to 1993;

— interest and other sums due in connection
with borrowing and lending operations for
the New Community Instrument and the
European Atomic Energy Community;
this future expenditure is almost entirely
offset by interest and other sums
receivable in connection with the same
borrowing and lending operations.

TABLE 5
Sums falling due in future financial years

However, other potential liabilities and
resources are not entered in the accounts but
are recorded separately:

— certain sums falling due in future years to
clear commitments existing at the end of
1992, to meet outstanding financial
obligations or to honour protocols con-
cluded with third parties;

— various potential liabilities and resources;

‘— contingent liabilities.

These future liabilities and resources are listed
in this section of the report to provide infor-
mation in addition to the consolidated ac-
counts of the Communities.

Sums falling due in future
financial years

As stated in the section concerning the finan-
cial framework, some time elapses between
the commitment and payment of expen-

(million ECU)

Ttie Communitiés’ financial obligations at 31 Decembe
Etiropean Agncult al Guidance ;
“Exceptional.ope '
- -1987.and i

Ci)‘(v)'bera,t‘ioﬁ _
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diture: commitment and payment might not
take place in the same financial year. This is
frequently the case with multiannual opera-
tions (which are allocated differentiated ap-
propriations), for which the budget usually
contains different amounts of commitment
appropriations and payment appropriations.

At the end of the year there are therefore
outstanding commitments for which pay-
ments will have to be made in future financial
years.

For operations allocated non-differentiated
appropriations, the rules allow appropriations
needed for payment against commitments to
be carried over automatically to the following
financial year only; as stated above, the carry-
overs to 1993 are included with the liabilities
for 1992.

At the end of 1992 the commitments out-
standing for operations allocated differen-
tiated appropriations amounted to ECU
24 191 million. Of this, ECU 325 million is
covered by payment appropriations carried
over to 1993; the corresponding liability is
also included in the accounts for 1992. The
balance of ECU 23 866 million will have to
be covered by payment appropriations in the
budgets for 1993 and subsequent financial
years. The commitments from differentiated
appropriations outstanding at 31 December
1992 are analysed and broken down by pro-
bable year of payment in Table 9.

The Communities also have a number of
known financial obligations. These obliga-
tions consist of debts owing to Member States
in connection with the exceptional disposal of
butter stocks in 1987 and 1988: to cover the
losses arising from the sale of these stocks, the
Member States had provided advance finance
of ECU 3178 million to be repaid in in-
stalments of 25% at the beginning of each
year between 1989 and 1992.

The final repayment of ECU 800 million was
made at the beginning of 1992.

Finally, the Communities have entered into
other obligations towards non-member coun-
tries which have not yet given rise to the com-

mitment of appropriations: for cooperation
with developing and non-member countries,
aid provided for but not committed as at the
end of 1992 under the third and fourth finan-
cial protocols with the Mediterranean coun-
tries totalled ECU 952 million.

1

Potential liabilities and resources

The' Communities have potential liabilities
and resources. Some of them may never be
realized or can only be roughly estimated at
31 December 1992.

|

Thd potential liabilities include the cost of
disposing of agricultural stocks. At the end of
the 11992 financial year for agriculture, this
liability had virtually dropped to zero; the
new estimate results from comparison be-
tWC:CIl the foreseeable sales value of products
in store at 30 September 1992 and their book
vahie, taking into account the depreciation
applied in accordance with the decision
adopted by the 1988 Brussels European
Council. Every annual budget contains a pro-
vision for losses on stocks newly bought in.
These stocks are depreciated from the date on
whi;ch they enter the ‘stores. The cost of
depreciation is included with EAGGF
Guarantee Section expenditure; in 1992 it
totalled ECU 4 170 million. The only poten-
tial liabilities are those relating to the balance
left: outstanding because of the differences
between the conversion rates used to calculate
the foreseeable sales value and the book value;
they are nowhere near the level reached dur-
ing the 1980s.

Thé major potential liability relating to stocks
of products which entered storage before
31 December 1986 and to which the principle
of immediate depreciation no longer applied,
had disappeared by the end of 1990: during
that year the last repayments were made to
the Member States of amounts advanced by
them to finance the depreciation of these old
stocks, two years ahead of schedule.



TABLE 6

Potential liabilities and receipts of the Communities at 31 December 1992

(million ECU)
1992 1991
Potential liabilities
European Agricultural Guidance and Guarantee Fund (EAGGF):
Difference between the guarantee price and selling price
of agricultural stocks at 31 December (excluding 1992
butter stocks subject to the exceptional disposal
operation and alcohol stocks on which only disposal
costs will arise) (Table 8) 76.1 12.3
Judgments awaited from the Court of Justice on sums
claimed by Member States relating to clearance of accounts 692.3 358.2
Potential liabilities resulting from a provisional refusal of finance 194.8 318.5
963.2 689.0
Potential receipts
European Agricultural Guidance and Guarantee Fund (EAGGF):
Potential receipts arising from frauds and irregularities (806.9) (673.0)
Potential claims resulting from the clearance of EAGGF
accounts (15.1)
(806.9) 688.1)
Total (156.3) 0.9

The Communities also have potential
revenue. For instance, on discovering a fraud
or irregularity relating to sums paid under the
European  Agricultural Guidance and
Guarantee Fund,a Member State notifies the
Commission and takes steps to recover the
amounts involved. The sums likely to be
recovered can only be estimated at present on
the basis of amounts notified. Similarly, the
date of their receipt cannot be estimated with
any certainty. Revenue may also have to be
paid into the general budget as a result of the
Communities’ inspections of own resources
received in previous years.

Contingent liabilities

The Communities have identified a number
of contingent liabilities, only some of which
can be quantified.

The Communities undertake to pay pensions
to former employees on the basis of years of
service. However, although contributions are
made by employees, no separate fund is main-
tained from which the eventual liabilities will
be met. There is, therefore, a liability for pen-
sion costs, which cannot be determined
without an actuarial valuation.
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TABLE 7
Contingent liabilities

; (million ECU)

1992 1991
Pension costs p.m. p.m.
Guarantees given
75% guarantee 23458 | 22028
100% guarantee 961.5 641.5
Total | 3307.3 28443

The Commission also guarantees loans to
non-member countries granted by the Euro-
pean Investment Bank from its own funds.
Not all loans are guaranteed at 100%, the

average being 75% of the capital value of
loans guaranteed. Interest may also be
guaranteed but is not quantified in Table 7
above.

1



TABLE 8

Volume, book value, foreseeable-sales value and potential liabilities of stocks at

31 December 1992
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TABLE 9

Commitments from differentiated appropriations still to be settled

1
|
i

at 31 December 1992

|

! (million ECU)
Year in which the commitments were entered into : Foreseeable schedule of payment
Sector before . Totals after
1986 1986 1987 1988 1989 1990 L1991 1992 1993 1994 1995 1995

Fisheries and the sea 08 48 12.8 27 39.7 915 ¢ 1551 3137 640.1 209.3 204.2 144.7 . 819
Strictural . . .
operations, 799.4 380.2 558.6 803.6 634.1 878.8 “2 889.9 73494 | 142939 | 79629 45028 8063 10219
of which; 5 ‘ : :

ERDF 7742 3513 4559 546.0 395.6 3954 16838 33972 { 79993 | 43036 23278 567.9 799.9

ESF 03 - 53 16.5 29.0 78.7 2043 2 7494 24650 | 35485 | 22036 13449 0.0 0.0

EAGGF Guidance 11 " 03 61.8 1849 121.9 2318 2485 855.7 1713.0 921.6 498.5 1216 171.3

other 17.8 233 243 437 379 472 208.3 63_0.5 10331 534.1 3316 116.7 50.6
A peaple’s Europe 5.8 33 2.7 5.3 9.0 140 ¢ 444 146.2 2307 1239 67.1 29.5 10.2
Research and technological
development 1.7 88 18.2 50.1 88.9 247.0 596.4 1699.6 | 27107 15429 900.5 2673 0.0
Energy, industry :
and the internal market 153 10.3 18.6 29.3 477 524 1469 282.0 602.6 226.6 163.9 101.8 110.3
Cooperation with non-member countries 170.8 83.9 196.0 249.3 ) 3533 589.9 14603 26094 1 57129 1. 17996 14739 1142:6 1296.8

i N
Total 993.8 491.3 806.8 1159.5 11727 18736 i5293.0 12400.3 | 24 190.9 | 11865.2 7312‘4ﬁ . 24922 25210
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ACCOUNTING POLICIES

1. Financial Regulation

The accounts are prepared in accordance with
the requirements of the Financial Regulation
of 21 December 1977, as supplemented by im-
plementing regulations issued by the Com-
mission. There has been a general revision of
the Financial Regulation, with the amended
version entering into force on 13 March 1990.

2. The ecu
2.1.  The accounts are stated in ecus.

2.2.  Advances paid in respect of the Guar-
antee Section of the European Agricultural
Guidance and Guarantee Fund are converted
at the exchange rates applying on the 20th of
the second month preceding that to which
they relate.

Some operations relating to staff are con-
verted at special rates.

Other operations are converted at the month-
ly accounting rates in force when they are car-
ried out.

2.3. The ecu conversion rate for 31
December 1991 has been used to prepare the
balance sheet except as follows:

(i) tangible assets, which are calculated at the
accounting rate applying when they were
purchased;

(i) appropriations carried over, some of
which are to cover commitments in
national currencies converted into ecus at
the monthly accounting rates for
December.

2.4. The rates applying on 31 December
1992 for converting national currencies into
ecus were as follows:

ECU1 = BFR 401777 HFL 2.19669
DKR 7.57479 IRL 0.743157
DM 1.95560  LFR 40.1777
DRA 260.198 LIT 1787.42
ESC 177.760 PTA 138.648
FF . 666782 UKL 0.798221

3. Consolidation

3.1. " Theconsolidated accounts show the ac-
counting situation resulting from the opera-
tions carried out by the Communities under
the general budget. They, therefore, do not in-
clude expenditure under the ECSC operating
budget and under the European Development
Funds.

They consolidate the accounts of the follow-
ing Buropean institutions: the Parliament,
the Council, the Economic and Social Com-
mittee, the Commission (including the
Publications Office and the Joint Research
Centre), the Court of Justice and the Court of
Auditors.

3.2. - The assets and liabilities resulting from
NCI and Euratom borrowing and lending
operations are included in the appropriate
items of the Communities’ balance sheet.

3.3. - Balances between the institutions are
netted off on consolidation wherever possible.
Any residual sums are included in current
assets and creditors.

34. Al figures are in millions of ecus, unless
otherwise stated.

4. Revenue

4.1. . Own resources and financial contri-
butions are entered in the accounts on the
basis of the amounts credited in the course of
the year to the accounts opened in the name
of the Commission by the governments of the
Member States. The difference between the
budget entries for VAT own resources, GNP-
based own resources and financial contri-
butions and the amount actually due is cal-
culated by 1 July of the following year and
entered in an amending budget.



4.2. Other revenue is entered in the
accounts on the basis of the amounts actually
collected in the course of the year.

5. Expenditure

5.1. Expenditure for the year, as included in
the revenue and expenditure account,
represents payments against the year’s
appropriations for payment plus any appro-
priations for payment for the year which are
unused and are carried over.

5.2. The payments against the year’s
appropriations for payment are those for
which authorization reaches the Financial
Controller not later than 31 December and
which are effected by the Accounting Officer
not later than 15 January of the following
year.

5.3. The payments taken into consideration
for the Guarantee Section of the European
Agricultural Guidance and Guarantee Fund
are those effected by the Member States
between 16 October and 15 October provided
that the Accounting Officer is notified of the
commitment and authorization not later than
31 January of the following year.

5.4. Appropriations for payment may be
carried over to the following financial year:

(i) non-differentiated appropriations: the
carry-over is generally automatic when it
is to cover commitments outstanding; in
other cases the prior authorization of the
budgetary authority is required;

(i) differentiated appropriations: unused pay-
ment appropriations usually lapse; how-
ever, the Commission may decide to carry
them over if the payment appropriations
for the following year are not sufficient to
meet previous commitments or com-
mitments in connection with commit-
ment  appropriations  which  have
themselves been carried over.

6. Payments on account and
accelerated payments

6.1. Payments on account for operational
purposes, other than those paid in connection
with the common agricultural policy, are in-
cluded with the expenditure for the financial
year and do not appear as assets in the balance
sheet.

7. Tangible assets

7.1. The movable property of all the
institutions (equipment and furniture) is val-
ued at purchase price in national currency
converted into ecus at the accounting rate in
force at the time of purchase.

7.2. Buildings in Brussels, those of the exter-
nal offices and delegations and those at the
Geel, Karlsruhe and Petten establishments of
the Joint Research Centre are included in the
balance sheet at their purchase prices. The
buildings at the Ispra establishment site are
valued in accordance with the valuation con-
ducted in 1982, increased in 1984 by 14% for
buildings and by 20% for other infrastructure.
Since then, the valuation has been increased
every year by the amount of investment
which took place that year.

7.3. No depreciation is provided as the full
purchase cost of tangible assets is charged to
the revenue and expenditure account in the
year of acquisition. The full value remains in
the balance sheet until items are withdrawn
from service, and is balanced by an exactly
equivalent figure which forms part of own
capital.

8. Stocks

8.1. Stocks represent the consumable stores
held by all the institutions, including certain
nuclear materials held by the research centres.
All items are valued for balance sheet pur-
poses at purchase price, with the exception of
nuclear material and heavy water which are
valued at commercial valuation, net of
Teprocessing costs.
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for the year ending 31 December 1992

Revenue

Own resources .
Adjustments to previous years’ revenue
Other revenue

Total revenue

Expenditure
Operational expenditure

Agricultural market guarantees

Fisheries and the sea

Structural operations

A people’s Europe

Research and technological development
Energy, industry and the internal market
Cooperation with non-member countries

Administrative expenditure

Staff
Administration

Repayments to Member States

Total expenditure

Surplus of revenue over expenditure for the year: outturn for the year

Exchange differences for the year
Appropriations carried over from previous year which lapse

Balance for the year

. Notes

S O 0~ N

—

11
11

12

13

14
14

14

CONSOLIDATED REVENUE AND EXPENDITURE ACCOUNT

1992 1991
(million ECU) (million ECU)
56 189.7 51676.1
28346 4002.0

687.5 571.3
59711.8 56 249.4
31294.1 311268

410.4 3342
18 081.0 13 637.9

671.3 516.2

1989.8 1706.3
435.7 369.2
2193.0 2211.2
55075.3 49 901.8
18552 1785.8
1049.6 870.7
2904.8 2656.5

876.9 1264.8
58 857.0 53 823.1

854.8 2426.3

22.7 312
126.5 305.1
1 004.0 27626




CONSOLIDATED BALANCE SHEET
as at 31 December 1992

Fixed assets

Tangible assets
Contributions
Loans

Long-term debtors
Current assets

Stocks

Amounts owed by Member States
Amounts owed by Community bodies
Debtors

Cash at bank and in hand

Less: Creditors due within one year

Net current assets

Total assets less current liabilities
Creditors due after more than one year

Provisions for liabilities and charges

Fixed capital

Own capital

Balance brought forward
Balance for the year

Notes

15
16
17

18

19
20
21
22
23

24

25
26

27
28
28

57
1992 1991
(million ECU) (million ECU)
986.5 885.5
315 18.5
8400.3 9084.4
94243 9988.4
153 11.4
100.3 93.2
304.2 307.2
33.0 10.1
877.4 775.4
5085.2 6730.4
6 400.1 7916.3
(4304.4) (41329
2095.7 37834
115273 137832
(8 683.3) 9 342.8)
(55.4) 47.4)
2788.6 4393.0
1784.6 1630.4
1004.0 2762.6
2788.6 4393.0




"'""'5'8""'" NOTES TO THE CONSOLIDATED

REVENUE AND EXPENDITURE ACCOUI

1. Own resources 1992 1991
(million ECU) {million ECU)
Agricultural levies 1206.8 1621.3
Sugar and isoglucose levies 10024 1141.8
Customs duties 125479 12751.0
VAT resources 34 594.7 30269.0
Percentage of GNP of the Member States 83149 7 445.1
Own resources collection costs (1 477.0) (1552.1)
56 189.7 51676.1
2. Adjustments to previous years’ revenue
Surplus available from the previous year 21762.6 2841.6
Balance of VAT own resources and adjustments to .
financial contributions for previous year 166.5 787.7
Balance of GNP-based own resources from the previous year 7.1 —
Corrections to the balance of own resources and
adjustments to financial contributions for 1979 to 1988 (101.6) 3727
2 834.6 4 002.0

ECU 4 464.2 million of the 1989 balance of ECU 5 080.1 million had been entered in
the accounts for 1990; the remaining ECU 615.9 million has been entered in the ac-
counts for 1991.




3. Other revenue 1992 1991
(million ECU) (million ECU)

Miscellaneous Community taxes,

levies and dues 298.4 266.4

Revenue accruing from the

administrative operation of the institutions 144.3 139.1

Contributions to Community programmes;

repayments of expenditure and revenue

from services rendered 151.0 97.9

Interest on late payments and fines 43.8 44 4

Borrowing and lending operations 16.0 18.1

Miscellaneous 34.0 54

687.5 5713

4. Agricultural market guarantees

Expenditure by the Guarantee Section of the European

Agricultural Guidance and Guarantee Fund (EAGGF) 31 146.5 31049.9

Set-aside and income aid 147.6 76.9
31294.1 31 1268

5. Fisheries and the sea

Organization of the market 32.1 26.2

Improvement of fishery structures 151.0 127.3

Expenditure in connection with international fisheries

agreements 1957 171.3

Other 31.6 9.4

4104 3342

6. Structural operations

European Regional Development Fund 33711 6 306.9

European Social Fund 4310.8 4030.0

European Agricultural Guidance and Guarantee Fund —

Guidance Section 2 860.3 2085.4

New German Lénder 1285.0 450.0

Other structural policy operations:

Integrated Mediterranean programmes 3925 283.3

Specific programme for the development of Portuguese

industry (PEDIP) 121.6 114.4

Other regional measures 69.9 379

Transport and tourism 126.0 97.5

Expenditure in the agricultural sector 179.9 131.8

Set-aside and income aid 163.9 80.7
18 081.0 13 637.9
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7. A people’s Europe 1992 1991
{million ECU) {million ECU)

Education, vocational training and youth policy 289.9 226.2

Employment, social protection and public health 169.2 119.8

Protection of the environment 81.6 73.6

Information, communication and culture 95.0 60.9

Consumer protection 17.9 14.7

Aid to disaster victims in the Community 17.7 21.0
671.3 516.2

8. Research and technological development

Research and technological development 1989.8 1706.3

1989.8 1706.3

Research and technological development also includes

related administrative expenditure incurred in the research

centres of Ispra, Karlsruhe, Petten and Geel.

9. Energy, industry and the internal market

Energy policy 139.8 117.1

Nuclear safeguards 6.7 9.2

Information market and innovation 37.6 323

Statistical information policy connected with the

completion of the internal market 443 41.0

Industry and the internal market 207.3 169.6
435.7 369.2




10. Cooperation with non-member countries 1992 1991
(million ECU) (million ECU)
Aid for economic restructuring of the countries of Central
and Eastern Europe 504.1 278.2
Food aid 691.9 637.2
Other cooperation activities with
developing and non-member countries 980.7 768.3
Assistance to the countries most directly affected by the
Gulf crisis 16.3 32715
2193.0 22012

A further ECU 221.6 million (1991: ECU 217 million) of
export refunds made in connection with food aid are in-
cluded in EAGGF Guarantee Section expenditure.
In addition. to the above amounts consolidated:
(i) the European Development Fund made payments of

ECU 1910.0 million (1991: 1191.3 million) to

developing countries;
(i) the European Investment Bank (EIB) grants loans to

developing countries from its own funds, guaranteed

by the Commission.
11. Administrative expenditure
Staff
Parliament 359.7 336.1
Council 146.3 132.5
Economic and Social Committee 32.7 31.0
Commission 1198.1 11780
Publications Office 227 20.4
Court of Justice 63.7 57.8
Court of Auditors 32.0 30.0

18552 1785.8

Administration 1049.6 870.7

The administrative expenditure at the various research
establishments is included in ‘Research and technological
development’ (Note 8).
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12. Repayments to Member States , 1992 1991
. (million ECU) {million ECU)

Repayments to the Member States in respect of the depreciation

of agricultural stocks ’ 799.5 797.4
Refunds and financial compensation to Member States 77.4 467.4
876.9 1264.8

13. Total expenditure

Operational expenditure Payments for : Carried Expenditure

the year : over 1992 1991

(million ECU) (million ECU) (million ECU) (million ECU)

Agricultural market guarantees 31 067.6 : 226.5 31294.1 31 126.8
Fisheries and the sea 404.2 : 6.2 410.4 334.2
Structural operations 17 850.8 ' 230.2 18 081.0 13 637.9
A people’s Europe 494.5 : 176.8 671.3 516.2
Research and technological development 1887.5 : 102.3 1989.8 1706.3
Energy, industry and the internal market . 371.8 ~ 639 435.7 369.2
Cooperation with non-member countries 1992.1 200.9 21930 22112

54 068.5 ) 1006.8 550753 49901.8

Administrative expenditure

Staff 18229 ' 323 1855.2 1785.8
Administration 744.6 305.0 1049.6 870.7

2 567.5 337.3 2904.8 2656.5
Repayments to Member States 876.9 : 0.0 876.9 1264.8

575129 1344.1 58 857.0 53823.1




Breakdown of expenditure by institution

Commission:
non-differentiated appropriations
differentiated appropriations

Parliament
Council

Court of Justice
Court of Auditors

Reconciliation with the budget

Payment appropriations approved for the year
Less: Appropriations not used and which lapse

Expenditure for the year

63

Payments for Carried Expenditure
the year over 1992 1991
(million ECU) (million ECU) (million ECU) (million ECU)
34 451.0 821.1 352721 35 733.1
22201.2 339.6 22 540.8 17 145.1
56 652.2 1 160.7 57 812.9 52878.2
478.5 101.5 580.0 488.7
271.1 75.7 346.8 349.0
711 4.0 81.7 74.2
334 2.2 35.6 33.0
57 512.9 1 344.1 58 857.0 53823.1
Expenditure
2 1991

(million LCU)  (million ECU)

61 164.0 56 116.4
(2 307.0) (2293.3)
58 857.0 53 823.1

14. Balance for the year

In accordance with the Financial Regulation, the amount
resulting from the lapsing of the appropriations for payment
carried over from the previous financial year but not used
and the balance of exchange gains and losses recorded
during the year are taken into account when determining the
balance for the year.
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NOTES TO THE CONSOLIDATED BALANCE SHEET

15. Tangible assets

F urﬁiture Total
Buildings and 1992 1991
equipment (million ECU) (million ECU)
Parliament : 7.0 70.8 77.8 63.0
Council 23.5 : 235 20.6
Economic and Social Committee 4.4 4.4 4.1
Commission 350.7 496.0 ‘ 846.7 764.8
Court of Justice _ 6.2 6.2 5.6
Court of Auditors 23.9 4.0 27.9 274
Total 381.6 60>4.9 ‘ 986.5 885.5
16. Contributions
1992 . 1991
(million ECU) (million ECU)
Subscription to capital of European Bank for Reconstruc-
tion and Development (EBRD) 36.0 18.0
Other contributions : L5 0.5
|
3 375 18.5
17. Loans
. . 1992 1991
Loans granted from the budget (million ECU) {million ECU)
Loans in connection with cooperation
with non-member countries ‘
Loans on special terms 434.8 428.9
Risk-capital operations 284 - 15.2
Loans and advances to promote
investment joint ventures 21.4 13.3
Loans granted to assist the countries
most directly affected by the Gulf crisis 175.0 175.0
Loans in favour of migrant workers 0.4 0.5
Building loans to Community officials 0.2 0.3
660.2 633.2
Loans granted from borrowed funds
Community loans for balance-of-payments support 17359 2471.5
Euratom loans 1336.3 15589
Loans to promote investment in the Communities (NCI) 2384.9 3128.8
Financial assistance to non-member countries 2 283.0 1292.0
7 740.1 8451.2

Total 8 400.3

9084.4




18. Long-term debtors

1992 1991
(million ECU) (million ECU)
Deposits, guarantees and working balances paid to third parties 4.9 6.5
Recoverable costs 2.4 49
1.3 114
Recoverable costs arise on NCIl and Euratom borrowing and
lending operations as a result of the difference between the
interest rates charged on loans granted and the lower interest
rates paid on loans raised. They are recovered gradually over
the lifetime of the borrowings.
19. Stocks
Parliament 1.0 11
Council 19 1.8
Economic and Social Committee 0.1 0.1
Commission' 97.0 90.0
Court of Justice 0.2 0.1
Court of Auditors 0.1 0.1
100.3 93.2
! Includes nuclear materials held at research centres.
20. Amounts owed by Member States
Own resources to be recovered 288.8 296.8
Taxes paid and to be recovered 10.0 5.6
Interest on late payments 42 44
Outstanding balances of EAGGF advances 12 0.4
304.2 307.2
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21. Amounts owed by Community bodies

1992 1991
(million ECU) {million ECU)
Due to Parliament 0.2 - 0.6
Due to the Commission 32.8 9.5
33.0 10.1
Community bodies include those Communities not consoli-
dated, for example the European Coal and Steel Community
(ECSC), and other connected bodies, for example the Medi-
cal Insurance Scheme.
22. Debtors
Debtors comprise sundry debtors relating to the institutions
and balances relating to the borrowing and lending opera-
tions of NCI and Euratom.
Sundry debtors
Due from staff of the institutions 7.5 8.2
Due from third parties, including bank interest receivable 24.1 - 26.1
Advances to be settled 3.0 31
Receivable orders to be recovered 442 4 448.3
Prepayments’ 49.0 21.7
Other 47.2 13.7
5732 521.1 .
NCI and Euratom
Accrued interest 74.7 85.4
Other 229.5 168.9
304.2 254.3
877.4 775.4

! Prepayments comprise sums paid during 1992 to be
charged to the budget of the following year.




23. Cash at bank and in hand

In addition to the current and deposit accounts which the in-
stitutions have with banks in Community and non-Commu-
nity countries to carry out their financial operations, the
Commission also has accounts with each Member State. The
amount of established own resources is credited by each
Member State to an account opened for this purpose in the
Commission’s name with its Treasury or with the body it has
appointed for the purpose. The Commission may draw on
the sums credited to these accounts to the extent necessary
to cover its cash requirements arising out of budget ex-
ecution.

The institutions may establish imprest accounts to cover
payment of certain types of expenditure, and particularly to
permit the operation of information offices and delegations
in non-member countries and to international organizations.
The amounts advanced are to cover cash needs for a short
period. The funds are reconstituted on presentation of ex-
penditure vouchers.

The total of bank balances and cash is made up as follows:

Securities (held by NCI)

Fixed-term deposit accounts

Accounts with treasuries of Member States
Accounts with central banks

Current accounts

Imprest accounts

Documentary credits

Cash in hand

The Commission holds accounts with treasuries and central
banks. Its deposit and current accounts include ECU 800.1
million (1991: ECU 844.2 million) available from NCI and
Euratom borrowing and lending operations. The break-
down of the amounts in the institutions’ current accounts is
as follows:

Parliament

Council

Economic and Social Committee
Commission'

Court of Justice

Court of Auditors

! Includes ECU 714.2 million (1991: ECU 770.2 million)
for NCI and Euratom borrowing and lending operations.

1992 1991
(million ECU) (million ECU)

0.2 —
97.8 78.6
2926.3 4831.7
446.9 252.0
1533.9 13223
79.6 454
0.5 0.4
5085.2 67304
5.1 10.8
2.1 7.9
0.8 0.3
15248 1502.3
0.8 0.7
0.3 0.3
13533.9 1.5223
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24. Creditors due within one year

Payable to Member States!

Amounts owed to Community bodies?
Appropriations to be carried over®
Sundry creditors*

Revenue to be entered®

Revenue to be collected®

Accruals’

Accrued interest (NCI and Euratom)
Bank balances®

' Payable to Member States

This iter covers the amounts owed to Member States.

* Amounts owed to Community bodies

Due by the Council
Die by the Commission

* Appropriations to be carried over

Non-differentiated appropriations
Automatic carry-overs
Non-automatic carry-overs

Differentiated appropriations
Current year's appropriations carried over
Appropriations carried over again

¢ Sundry creditors

Revenue to be transferred to other bodies
Other

1992 1991
(million ECU) N {million ECU)
35.2 16.5
3.1 4.0
1358.9 1125.1
40.6 42.1
155.3 244.1
742.6 724.1
1 860.4 1812.6 -
108.3 164.4
43044 - 41329
3.1 4.0
3.1 4.0
824.8 689.0
179.7 171.7
3394 249.9
14.9 14.5
1358.8 1125.1
24.5 30.1
16.1 12.0
406 4.1




1992 1991
(million ECU) (million ECU)
$ Revenue to be entered
Revenue available for use _ 125.6 195.1
Miscellaneous revenue to be identified and booked to an
item of account 29.7 49.0
1553 244.1
¢ Revenue to be collected
This is an entry to balance those debtor balances which
relate to revenue to be entered in the accounts of 1993.
? Accruals
Payments made between 1 and 15 January 1993 authorized
before 31 December 1992 are recorded as expenditure of
1992 and appear in the balance sheet as accruals.
* Bank balances
Current accounts (NCI) — —
Documentary credits — —
25. Creditors: due after more than one year
Loans raised
Community loans raised for balance-of-payments support 17359 24715
Euratom loans raised 13384 1563.8
Loans raised to promote investment in
the Communities (NCI)! 3326.0 4015.5
Loans raised for financial assistance to non-member
countries 2283.0 1292.0
8 683.3 9342.8

' The NCI loans include ECU 20.9 million as a redemption
premium.
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26. Provisions for liabilities and charges

NCI
Euratom

These balances represent surpluses to be allocated by the
Commission, and retained to cover costs not yet incurred or
to be set against the assets item ‘Recoverable costs’ recorded
in ‘Long-term debtors’ (Note 18).

1992
(million ECU)

1991
(million ECU)

33.5
219

294
18.0

55.4

474

27. Own capital

This is the contra-item to various assets which are recorded
in the balance sheet after first being charged to budgetary ex-
penditure. Like the corresponding assets, this item varies
from one year to the next. The assets are tangible assets,
loans granted from the budget and inventories.

28. Balance brought forward and balance for the year

Balance brought forward
Balance for the year

1004.0

2762.6




CONSOLIDATED REVENUE AND EXPENDITURE ACCOUNT:

FIVE-YEAR SUMMARY

TABLE 10
(million ECU)
1988 1989 1990 1991 1992
Revenue
Own resources 358426 | 41881.3 | 396957 | 51676.1 | 56 189.7
Financial contributions 4657.2 1641.8 — — —
Adjustments to previous
year’s revenue 883.6 1967.8 6181.6 4002.0 2 834.6
Other 460.0 408.9 591.9 571.3 687.5
41 8434 | 45899.8 | 46469.2 | 562494 | 59 711.8
Expenditure
Agricultural market guarantees 26 400.3 | 24409.1 | 25754.7 | 31126.8 | 31294.1
Fisheries and the sea 257.7 279.2 298.9 334.2 410.4
Structural operations 6 682.9 8239.1 10069.4 | 13637.9 | 18081.0
of which: ERDF (2979.8) | (3920.0) | (4554.1) | (6306.9) | (8571.1)
ESF (2298.6) | (2676.1) | (3212.0) | (4030.0) | (4310.8)
EAGGF Guidance (1140.9) | (1349.0) | *(1825.3) | (2085.4) | (2860.3)
other (263.6) (294.0) (478.0) | (1215.6) | (2338.8)
A people’s Europe 225.6 289.1 346.1 516.2 671.3
Research and technological development 872.2 12304 14439 1706.3 1989.8
Energy, industry and the internal market 238.0 259.8 3194 369.2 435.7
Cooperation with non-member countries 783.0 1090.6 1430.6 22112 2193.0
Operational expenditure 35459.7 | 35797.3 | 39663.0 | 49901.8 [ 55075.3
Repayments to Member States 3729.6 2961.1 2362.5 1264.8 876.9
Administrative expenditure
Staff 1 340.1 1 449.6 1597.7 1785.8 1855.2
Administration 591.5 642.1 7557 870.7 1049.6
411209 | 40850.1 | 443789 | 53823.1 | 58 857.0
Out-turn for the year 225 5049.7 2090.3 24263 854.8
Appropriations carried over from previous
year which lapse 381.5 98.2 92.4 305.1 126.5
Exchange differences for the year 36.1 (— 67.8) 43.0 3152 22.7
Balance for the year 1 140.1 5080.1 222517 2762.6 1004.0

H4 FIBE 1992 ENtab10
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ANNEX 1

THE ECSC’S FINANCIAL AND
BUDGETARY ACTIVITIES IN 1992

Economic background and
developments in ECSC industries

In 1992, the overall economic situation in the
Community was marked by slow growth,
slightly lower inflation and a lull in job
creation.

Sluggish growth in 1992 did nothing to im-
prove the employment situation and for the
first time since the early 1980s the number of
people in employment fell; as a result, the
number of jobless rose sharply from 8.8% of
the workforce in 1991 t0 9.5% in 1992.

Coal industry

The reduction of coalmining activity in the
Community continued in 1992. Community
coal production in 1992 was an estimated
185 million tonnes compared with 193 million
tonnes in 1991, a drop of 4%. The average
number of underground workers declined fur-
ther from 174 300 in 1991 to just 155 000 in
1992 (- 11.1%).

Productivity, though, appears to be rising as a
direct result of the restructuring measures
taken in all the Member States in response to
the closure of the most unprofitable and un-
productive mines.

Underground productivity improved from
680 kg per man-hour in 1991 to 715 kg in
1992 but could not prevent a further increase
in imports from non-Community countries,
which rose by 10 million tonnes in 1992 to an
estimated 141 million tonnes.

Steel industry

As in previous years, crude stee] production in
the Community fell, reflecting the sluggish
economic situation and downward economic
pointers in all industrial sectors.

The maximum production potential for the
Community as a whole is estimated at around
190 million tonnes, giving a utilization rate of
69.8% in 1992 as against 70.9% in 1991.

Production of hot-rolled products in 1992 is
estimated at 116 million tonnes, compared
with a maximum production potential of
169, million tonnes.

Finally, investment by steel companies in
1992 is estimated at ECU 4 887 million, as
against ECU 3 655 million for the Communi-
ty as a whole in 1991. '

Financial activities

Article 49 of the ECSC Treaty of 18 April
1951 empowers the High Authority (the Com-
mission since the 1967 Merger Treaty) to bor-
row funds providing it is for the purpose of
granting loans.

Loans are granted for three main purposes:

— tofinance investment in the coal and steel
sector;

— to finance conversion programmes for
restructuring the coal and steel industry;

— to finance the construction of housing for
coal and steel workers.

During the year, the Commission continued
to support investment by coal and steel firms
through ECSC loans amounting to
ECU 215.2 million.

Total ECSC loans for 1992 came to ECU
1 486.2 million, as against ECU 1 382.2
million in 1991.

Loans to the steel industry fell from
ECU 362.9 million in 1991 to ECU 201.4
million in 1992 while loans to the coal in-
dustry fell from ECU 75.8 million in 1991 to
ECU 13.8 million in 1992. Investment loans
granted under the second paragraph of Arti-
cle 54 of the ECSC Treaty to promote the con-
sumption of Community steel amounted to
ECU 816.4 million, with another ECU
15.5 million going to promote consumption
of Community coal.

The ECSC continued its borrowing opera-
tions in 1992; ECU | 474.4 million was
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TABLE 11
Loans disbursed in 1992 — breakdown by Member State (million ECU)
1 il 11 Total
Coal Steel Thermal Oth Total Industrial Workers | LI+ 10
Member State ind::try indltfsetry e":‘t?xtsp ik . (;ta o(?n::rt;']zn h(?t:s;:lr;
(Art. 54 (1)) (Art. 54 (1) (Art. 54 (2) (Art. 54 (2)) (Art. 56) (Art. 54 (2))
Belgium — — — 62.2 62.2 153 0.1 71.6
Denmark - - — 299.6 299.6 — 0.0 299.6
Germany — 143.6 — 7. 513 208.9 5.8 366.0
Greece — — — — — — — —
Spain 13.8 — — 160.3 174.1 2.5 2.2 178.8
France — — — 120.0 120.0 18.7 1.3 140.0
Ireland — — — — — — 0.0 0.0
Italy - 57.8 — 41.3 99.1 83.1 12 183.4
Luxembourg - - — — — — 0.1 0.1
Netherlands — — — — — 0.7 1.1 - I8
Portugal — o — — — — 0.5 0.5
United Kingdom — — — 140.7 140.7 97.0 0.7 238.4
Community 13.8 201.4 — 831.8 1047.0 426.2 13.0 1486.2
Non-
Community — — — — — — - —
Total 13.8 201.4 — 831.8 1047.0 426.2 13.0 1486.2

raised. ECU 63.4 million for refinancing pur-
poses. The equivalent figures for 1991 were
ECU I 445.7 million and ECU 81.9 million.

Since the ECSC Treaty comes to an end in
2002, the Commission adopted, on
21 October 1992, a paper discussing the
future of the activities covered by the Treaty
with special reference to the ECSC’s financial
activities.

ECSC operating budget

In addition to its activities based on borrow-
ing and lending operations, the ECSC
finances a number of measures from its
operating budget.

ECSC budget revenue

The High Authority (Commission) is em-
powered to procure the funds it requires to
carry out its tasks by imposing levies on the
production of coal and steel.

ECSC levies go towards financing expen-
diture under the operating budget. Historical-
ly, they constitute the first genuinely ‘Com-
munity’ tax.

Levies are fixed annually for the various coal
and steel products according to their average
value at a rate not exceeding 1% unless
previously authorized by the Council acting
by a two-thirds majority.

In 1992, the ECSC levy was set at 0.27% and
yielded ECU 146.2 million.

Most of the funds used in addition to the
levies to cover ECSC expenditure derive from
the ‘net balance’ of its annual operations and
in particular from the interest on loans from
its own resources and the investments cor-
responding to the reserves and provisions
entered in the ECSC balance sheet.

In 1992, loan and investment interest income
amounted to ECU 253.5 million. In addition,
there were cancelled commitments of
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FIGURE 13

ECSC operating budget revenue in 1992

ECU 75.8 million and wunused funds of

ECU 59.8 milllion carried over from the
previous year.

Total revenue in the ECSC’s operating budget
came to ECU 535.3 million for 1992.

ECSC budget expenditure

The revenue from the operating budget is
used to cover the various types of expenditure
provided for in the ECSC Treaty.

In 1992, ECU 251 million in redeployment
and restructuring aid was provided under Ar-
ticle 56 of the ECSC Treaty.

Redeployment aid provides the essential
social support for the Community’s industrial
policy in the ECSC sectors. When permanent
closures, cut-backs or changes of activity lead
to job losses, the Community attempts to
mitigate the social repercussions for the
workers through redeployment measures. It
thus helps finance aid measures to provide in-
come support for the workers affected or give
them the possibility of remaining in employ-
ment and making a productive contribution
to the economy (training courses and resettle-
ment allowances).

This aid is granted under arrangements de-
fined in bilateral agreements which take ac-

ECSC operating budget expenditure in 1992

(million ECU) (million ECU)

Current resources 399.7 Administrative expenditure 5.0

— Yield from 0.27% levy 146.2 Redeployment aid 154.8

— Interest from investments and loans 2535 Research aid 120.2
- Cancellation of commitments 75.8 — Steel research 58.0
D Unused resources from previous year 59.8 — Coal research 47.7
—5;;; — Social research 14.5

Interest subsidies 106.0

. Steel industry restructuring measures 46.2

. Coal industry restructuring measures 50.0

. Surplus 53.1

535.3



.count of the recipients’ situation (early retire-
ment, unemployment, transfer, re-training
and vocational training).

In 1990 the Commission also decided to im-
plement a new programme in the coal sector,
Rechar, to strengthen Community support
for the economic redevelopment of the areas
most affected by the decline of coalmining.
The ERDEF, the ESF, the EIB and the ECSC
are acting jointly to improve the environment,
promote new activities and develop human
resources. This assistance is additional to the
aids and loans granted elsewhere under Com-
munity support frameworks or in the form of
traditional ECSC aid for the redeployment of
workers.

Under Article 55 of the ECSC Treaty,
ECU 120.2 million was granted in aid for steel
and coal industry research and for social
research.

The main aims of aid for steel industry
research (ECU 58 million) are to reduce
manufacturing costs, improve the quality and
performance of products, promote and extend
the uses of steel, and adapt production condi-
tions to environmental demands.

The main objectives of the projects granted

and of ECU 47.7 million in the coal research
sector are lower production costs, higher
underground and pithead productivity, im-
proved safety and working conditions, the
maintenance of existing markets and the
opening of new outlets, and, above all, im-
proved use of coal with a view to better en-
vironmental protection.

In the social sector, ECU 14.5 million in aid
was used to finance research programmes in
areas such as medical research, poliution in
the steel industry, industrial hygiene in mines,
ergonomics and safety.

Finally, aid is granted in the form of interest
subsidies for priority investments and
especially for conversion loans. In 1992,
ECU 106 million was allocated for these
purposes.

Each year a financial report for the ECSC is
drawn up and distributed to financial institu-
tions, rating agencies and investors with
Jfinancial links with the ECSC.
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ANNEX 2

FINANCIAL OUTTURN OF THE EDF IN

1992

Legal and financial framework

The European Development Fund (EDF) is
by far the most important supplier of funds
for the Community’s development coopera-
tion policy.

The Fund was established under Article | of
the Implementing Convention on the
Association of the Overseas Countries and
Territories with the Community signed at the
same time as the Treaty of Rome on
25 March 1957;its role has since been extend-
ed to cover:

— countries which shortly afterwards
became independent but wished to retain
OCT status;

— a growing number of countries in different
continents with whom the Community
wished to enter into agreements."

Under the Lomé IV Convention, which was
signed on 15 December 1989 and entered into
force on 1 September 1991, 69 African,
Caribbean and Pacific States (ACP) and
20 OCT§® are today involved in EDF opera-
tions; the Fund’s budget has substantially in-
creased and now stands at ECU 10 940
million, including ECU 140 million for the
OCTs alone.

The internal agreement on the financing and
administration of Community aid under the
Fourth Lomé Convention describes, inter alia,
the procedure for allocating resources, which
include an extra ECU 1 225 million granted
by the EIB (ECU 25 million for the OCT)
from its own resources.

EDF operations mainly involve:

— grants for projects and programmes and
structural adjustment support, for which
a specific amount has been set aside;

— Stabex transfers;
— risk capital managed by the EIB;

— special financing facilities under Sysmin.

Theé EDF is quite different from the other
Community financial instruments included
in the general budget in that:

— it is administered by the Commission and
its resources consist of extra-budgetary
payments by the Member States on a
fixed-scale basis for each fund;

— each EDF has a separate financial regula-
tion, on the same lines as for the general
budget, which lays down implementing
provisions for the abovementioned inter-
nal agreement, particularly in respect of
accounting and legal aspects;

— the normal rules on budgetary appropria-
tions do not apply to the EDF; its ap-
propriations are allocated to a limited
number of operations ie. multiannual
operations for a period of at least five
years, with ceilings which are precisely
laid down when the financing agreement
is signed. The Commission thus ad-
ministers several EDFs simultaneously
until their respective closing dates. It
should be said that these appropriations
are not presented in budget form but are
recorded at a later date in an accounting
statement analysing the statement of
revenue and expenditure (commitments
z;md payments).

EDF financing in 1992

The: EDF was able to finance its operations as
usual throughout 1992.

The call for contributions to cover EDF ex-
penditure in 1992 was based on estimated
ovefall requirements of ECU | 650 million, to
be called up in four instalments on
20 January, 1 April, 1 July and | October.

I The latest of these — the Lomé IV Convention —
follows on from the Yaoundé 1 and I Conventions
and, since 1975, the Lomé 1, Il and III Conventions.
By a decision establishing association with the Com-
munity, allowing them to benefit from the resources
available under the internal agreement governing
Lomé IV.

()



The call for contributions is provided for in
the internal agreement on the financing and
management of the Sixth EDF which states,
inter alia, ‘that upon expiry of this Agree-
ment, Member States shall still be obliged to
pay the portion of their contributions not yet
called for’ Since, as at the end of 1991, nearly
ECU 3 650 million had been called up out of
a possible ECU 7 500 million provided for
under the Lomé III Convention, the internal
agreement on the Sixth EDF remains in force.

In 1992, the following additional resources
were available to the EDF:

In total, the EDF was able to draw on
ECU 2 172 million to cover its expenditure in
1992,

EDF expenditure in 1992

EDF expenditure ran at a very high level in
1992 to total ECU 1 910 million, an increase
of 60% over the previous year.

(million ECU)

T B T —
; Current | Stabex [otal
o L | R ‘
— an ECU 483 million cash surplus at the | RAEsEEETS ‘
beginning of the vear, after some expen- ‘““f“l“‘l'v“g ‘
diture which should have been charged in ! Stabex) ! |
1991 was not effected until 1992; 1991 | 1 002 | 189 | 119]
1992 | 298 612 1910
— ECU 39 million in interest income. - . —
TABLE 12
EDF (5th, 6th and 7th Funds)
Financing decisions and payments in 1992
(million ECU)
Instruments Commitments Payments !
Programmed aid 1360.63 1086.97
[J National indicative programmes (1126.63) (983.39)
[ Structural adjustment facilities (234.00) (103.58)
Stabex 397.53 608.61
Sysmin 70.48 11.11
Risk capital 133.07 85.74
Interest subsidies 36. IQ 27,97
Emergency aid 37.63 39.07
Aid for refugees 22.50 28.30
Miscellaneous 4.90 2223
Total 2062.84 1910.00

I Position in the EDF cash accounts.

2 Comprises: measures to combat AIDS, transfers between funds, rehabilitation fund.
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Following three years of relative stagnation
during which EDF expenditure averaged
around ECU 1 200 million a year, there was a
sharp rise in 1992.

The main reason for this exceptional level of
expenditure was that Stabex expenditure due
at the end of 1991 (‘transfer in respect of the
1990 application year’) was charged to 1992.
Moreover, current expenses excluding Stabex
were much higher than in 1991.

In addition to a satisfactory level of utilization
of the appropriations entered under Lomé 111
(ECU 896 million), the EDF received a fur-
ther boost from Lomé IV (ECU 888 million)
when it came into force on 1 September 1991,
especially as Lomé IV places greater em-
phasis on rapid payment instruments such as
Stabex transfers (ECU 612 million).' Indeed,
95% of the primary commitment decisions
-adopted in 1992 — involving a total
ECU 2 063 million — were under the
Lomé IV Convention. The fifth EDF, the
financial instrument for Lomé 11, should be
wound up in 1993 which will simplify the
Commission’s task as it will then only have to
manage the sixth and seventh EDFs.

By way of comparison, aid under the Com-
munity budget to developing countries in
1992 (food aid, Mediterranean, Latin
America and Asia, etc) amounted to
ECU 1 552 million in payments and ECU
2 280 million in commitments.

Overall, .in 1992 the Community granted
around ECU 3 460 million in payment
appropriations and more than ECU 4 340
million in commitment appropriations -to
developing countries. The size of these
amounts testifies to the vigour of the Com-
munity’s development policy despite the
severe internal financial constraints it faces
and the additional calls on its resources from
other regions which are important for the
Community’s external relations.

The EDF’s good performance in 1992 is all
the more surprising when the extremely dif-
ficult economic and political context is con-
sidered.

Throughout 1992, the Commission operated
in accordance with the Council Resolution on
human rights, democracy and development
and tried to promote a consistent common ap-
proach to development cooperation with the
Member States.

As a result, implementation of some develop-
ment programmes was impaired or complete-
ly ruled out in ACP countries where the
political situation was especially tricky. For
example, Stabex transfers of ECU 85 million
for 1990 and 1991 were blocked in the case of
Haiti, Malawi and Sudan. At an even earlier
stage, despite the regional indicative program-
meshaving already been signed, the program-
ming procedure in five ACP countries could
not be completed. Apart from the
ECU 85 million in blocked Stabex transfers, a
total of ECU 1 100 million in EDF resources
are now frozen as a result of aid suspension
measures.

However, the Community will be liaising with
the ACP countries with the intention of im-
proving the joint rules and procedures for im-
plementing its aid and, more generally, the
way-in which that aid is managed.

I 1992 outturn — payments.




FIGURE 14
Annual EDF payments (1961-92) (million ECU)
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