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A, GENERAL ANALYSIS OF AGRIMONETARY ARRANGEMENTS

| SPECIFIC MONETARY ASPECTS OF THE COMlVION AGRICU_I..T_U_RAL P()L'l'cv

. In all economic sectors, . the effects of currency varlatrons on natronal markets are
'amphﬁed as a functlon of the volume of trade, and deferred asa function of the volume -

of stocks.

In ad‘dition to the effects»induced by trade, agriCulture has experienced specific currency
' problems for almost 30 years, since the breakdown of the Bretton Woods agreements :

. ’whlch had ensured/ stable exchange rates.

"Pursuant to. Article 40(3)‘ of the Treaty on European Union, the price policy pursued
~ under the common agrlcultural policy (CAP) is “based on common crlterla and uniform
' methods of calculatlon To this end prlces and amounts are fixed-in a common umt of
account ~which has been known ‘since 1979 as the ecu: These 1nst1tut10nal prlces and

amounts must be converted into nat1ona1 currencies, at least for payment to rec1p1ents

When currency movements occur, the value in natio_nal currency of the’ agricultural prices '
and amounts"ﬁxed in‘ecus changes immediately and in the same proportion as the
' variations in the conversion. rates. At national level, these specifically agricultural
currency ‘effects known asf“agrimonetary effects”, inﬂuence market-prices and farm .
i incomes more or less dlrectly, dependmg on how closely those prlces and i incomes are

linked to the pnces and amounts ﬁxed inecus. .- - ...

. , S \
Currency apprec:atron tends to lead to a reductlon in the conversion. rate of the ecu, as

well as m prices and amounts and therefore farm'i incomes - in natlonal currency in the
. Member State concerned ‘while general consumer prlce mﬂatlon contmues Deprecxatxon :
‘tends to lead to an mcrease in those rates, pnces and incomes in natlonal currency, which

rise faster and often further, than 1nﬂat10n



2. THE DEVELOPMENT OF AGRIMONETARY EFFECTS

-Before the 1992 're'fotm of the CAP, institutional prices’ and. amounts almost always.
'guided market prices for élmost half of agriculiuml production, on average. In certain
scnsmvc sectors, in particular cereals, sugar, beef and veal and milk products, market

prices developed vmually in hne ‘'with institutional pnces converted iato natmnal '

currency. Direct aid to producers was fa:rly limited, but concentrated on & few scctors

such as ohve oil.

sm:the 1992 CAP reform, the shave of total output that may be affected has remained -

A

. at.50% or so, but the specifically agricultural nionztaxy effects have changed. In the first

place, the impact of conversion rates on market prices is much more variable, depending
on market situations and the extent of the currency movement. Where market prices
substantially exceeded intervention prices, which was the case in several sensitive sectors
over fairly long periods, market prices did not react to small changes in the conversion

rates. Scccndly, direct aid to producers has become significant in many sectors, where it

rcpresents a substantlal share of farm incomes.

Thus, as the CAP has developed, agnmonctary effects on market pnces and conscquently
on incomes have become less systematic; and thereforc weaker on thc whole However,
when market prices are low, and directly influcnced by msutuuonal prices, the effects in

"a given sector may be qonsidomblo. In all cases, agrimonetary effects subsist, at least
through the intermediary of direct aid to producers. ' " |

3. A’cmmbm:uny ARMGEMENTS"

A number of successxve agnmonetary schemes havc been mtmduced to deal w1th the

- specifically agnculn.ual monetary problems The basic pnncxple of all these schemes has -
been to slow down the process whm'eby the effects of currency devclopmcnts are passed

on to the faﬂmng sector. Th;s helps to avoid cychcal ﬂuctuahon,/a.nd gives preduction

costs time to adapt to morc lastmg monetary trends. This objecnve mvo[vcs constraints -

‘relanng to the need to aVOId dxstomon of trade ﬂows, loss of income and EU budget costs
. dueto agnmonetary factors ' ' o



Unt:l 1992, the system of monetary compensatory amounts was based on agrlcultural
| convcrsron rates that were fixed -for a ‘long period, usually a year .Monetary
compensatory amounts were paid or collected on.trade in sensitive products as a function
of the gap between agricultural conversron rates: and the rates’ obtammg on the fmanc1al

markets.

Since 1993 in view of the impossibility: of monitoring products traded in the smgle
'market the arrangements are based on agncultural %onversmn rates which follow dally
ecu rates within certam limits. Longer adjustment periods and larger gaps are authorised
in cases of currency ‘appreciation than in cases of"- deprecratlon When a currency
- revaluation leads to an apprecnable reductlon in the agrlcultura] conversmn rate and thus -
'~ to CAP prlces and amounts expressed in natronal currency, temporary ald may be granted

‘ to offset the loss of income to farmers

These agrrmonetary schemes- have had mlxed success. On the one hand it has been
o possible to contmue to base the CAP on the principle of commion prices and amounts

while hmltmg the dlstortlon of trade or loss of income which the common orgamsatlon of
markets would have produced in combination with the development of daily rates. On the
other, all the agrimonetary schemes have been very costly to the Commumty budget and

~

“have gradually accrued layer upon layer of hrghly complex rules.

.The “green ecu” ‘machinery, lntroduced in 1984 and discontinUed in. l995, involved
mcreasmg pnces and amounts in ecus so as fo offset declines in the agrlcultural
.conversion rates of certain currencres This led to a permanent cost of about ECU 8 000
million a year for the EAGGF, a kmd of ﬁnanmal 1nher1tance from the agrlmonetary

' problems encountered before 1995

. The present _agrimonetary arrangements generate extra costs of between_ ECU 1 000

“ million and ECU 1 500 million a year, mainly because of the authorised monetary gaps,

which encourage agrrcultural conversion rates to remain: hlgher than the observed market

rates In parttcular the. arrangements include agrlcultural conversion rates whose value is

frozen until 1 January 1999 for most of the dlrect ald to producers



The prcsent arrangements also involve compcnsation for losses caused by appreciable
revaluation. Assessing such losses is not an easy matter, even in flat-rate terms, becauSvﬁ
~ compensatory aid needs to be paxd stralght away, before the actual losses can bu duly
declared and analysed. The present arrangements are very finely balanced on a set of

_ gradually incorporated and increasingly complicated technical rules.

4, AGRICULTURAL BACKGROUND TO mi; INTRODUCTION OF THE EURQ

The introduction of the euro on 1 J Jonuary 1999 w:ll be a major changs, w}nch would
eliminate the qgrnmonetary problem 2t a stroke if it covered the whole of the European .
Union. For the Member States which adopt the euro, it will no longer be necessary to
convert common prices and amounts for payment to payees. There will no longer Ee any
risk of ag,nmonetary market distortion between the Member States, or of fluctuations in
farm incomes due to the converswn of common prices and amounts into the currency of
payment. Consequently, measures to guard against these risks or offset their effects can
be repealed, which will relieve pressure on the Community budget. In the other Member
States, however, it will still be necessary to convert CAP prices- and amounts fixed in

euros, before the money can bé used nationally.

A

In view of the aims and thrust of the economic and monetary policy laid down in the
Treaty on European Union, the euro will encoiirage price ‘stability, and should therefore
' be regarded as a strong currency. The national currencies of present or future Member
States not participating in the euro may, however, appreciate or depreciate against the
~ euro at longer or shorter intervals. Currency movements might even be wider than those
recorded against the ecu, which is a basket of currencies where variations in participant

currencies are cushioned.



bcarmz, the same name as the nattonal currcncy

~ ”wConsequent-ly,-»if the CAP 'prices‘and amounts continue to be fixed in euros, a cuf-rency

that will rcplace the. .common unit of account for the non-participant Member States, the .
spccxﬁcally a;,rlcultural monetary effects will continue to operate They w1ll be apparent '
in the present or ‘future Member States that do not adopt the euro and in the trade ofe :

these Member States with each other or wrth Mcmber States that do use the euro.

Howebver, the effects will 'be'_ different and le'ss marked. than prevlot’tsly. 'Fir‘st, the number -

and overall economic 'importanceof the national cuirrencies likely to cause probl'ems‘Will
-be c0n31derably reduced. Secondly, the future thrust of the CAP 'should further weaken

- the agr1monetary effects related to market pr1ces or restrlct the c1rcumstances in whlch

,such,eﬁ‘ects ‘oceur, and»on the other hand increase the agrimonetary impact of direct aid

to producers.

Ty

5. TRANS]TIONAL MEA_SURES '

The introduction of the euro wrll involve a general transmonal stage to be completed on =

~ 1- January 2002. Durmg the transrtxonal stage payments denominated m nattonal

currencnes will be deemed to have been made in a non-decrmal subumt of the euro”

~

‘ The changeover frdmvt_he present agrimonetary arrangements to the new a_rrangements for

agriculture after 1 January 1999, i.e. direct.use of the euro: in certain Member States and

the application’ of new rules for currency conversion in the others, will also require

~ Fi 1rst legal contmulty w111 need to be guaranteed for rrghts ‘acquired-in: nat1ona1 currency '

before 1 January 1999 in the Member States that adopt the-euro. When such rights lead to
settlements tafter 1. January 1999, they may. be settled in natronalrcma'ency or in euros, at -
the par values' :d'eﬁned/ by the. euro’ conversion rate. : This means, in particular that
payments after 1 January 1999 in respect of prlccs or amounts in ecus relatmg to an -~

operatlve ‘event for the- agrrcultural conversron rate occurrmg before ‘that date w111 be

L~

made at the level ongmally agreed in nattonal cunrency ’ . B



Consequently, for a few months after 1 January 1999, certain CAP prices and amounts
paid to recipients will still correspond, as they have for over 30 years, to values in a

common unit of account that differ from one Member State to another.

5 -

. As time goes on, the dilvergence will eventuaﬂy fade away. In view of existing operative
events, over 80% of the effects on EAGGF expenditure for the Member States concerned ’
wii[ be cancelled out aﬁcr one year. Therefore except in the fairly rare cases where final .
payments are Ver‘y late,.for éxample for multi-annual works, whi_ch are often struétura]
operations spread over five years; there should be no more disparities in euros after the

transitional stage of introduction of the euro, which ends on 1 January 2002. -

There will be a disparity, for all the Member States, between the agricultural conversion -
rates applicable on 31 December 1998 on the one hand, and the euro conversion rate or
the rates applicable under new agrimonetary arrangements\.on 1 January 1999 on the

other,

\

S

: There will be several different levels of disparity for the same currency, because of the
. effects of operative events and freeze‘sbdecid‘ed for certain agricultural conversion ratés
applicable for most direct aid to farmers.. In view of the rules in the present agrimonetary .
arrangements, the new rates will dsually be lower. Thus the dismantling of disparities .

will often involve a reduction in CAP prices and amounts in national currency.

The consequences of ﬂﬁs dismantling on the markets and on farm incomes will ,depen‘d,'
" as mentioned above, on the type of amount concerned: The measures taken to déal with
transition to the euro therefore need to be consistent with the measures planned in.the
longer term to deal with the agrimonetary problemé dué to the continued existenCe of

certain national currencies.

-B.  PROPOSED MEASURES

The. legislation governing ‘the ‘agrimonetary: system basicain comprises Council
Regulation (EEC) No 3813/92 of 28 December 1992 on the unit of account and the -
conversion rates to be applied for the purposes of the éommon agricultural policy, and
Council Regulation (EC) No 724/97 of 22 April 1997 deterrnihing measures and

compensation relating to appreciable reyaluafions that affect farm incomes.

LT
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It 1s proposed to repeal these two Regulatlons, and to replace them with" a' single

- 'Regulatton establrshmg the agnmonetary arrangements for the euro.

Another Regulatlon w1ll -also be needed to. govern- the transmon from the present,,

arrangements to the new arrangements

It is, of course, possible- that the new arrangements may need to be adapted  when the v
-~ Union i is enlarged but this cannot be done until the condmons for accessron have become |

_ clear.

bl
N

In the shorter term they must take account “of the outcome of dlscuss1ons on

: Agenda 2000

The gen_eral approach adopted for these proposals is based first on the‘ principle that 1

’euro will be worth ECU’I on- 1 January 1-99'9 and secdndl'y on. the present situation of the

various exchange rates for the currenc1es in relatlon to their announced bilateral parlty »

" and i in relatron to-their agncultural conversron n rate.

Monetary gaps are narrow. at present, a helpful c1rcumstance for the introduction of ,

agrlmonetary arrangements whxch are much QIQS.:LIQ_LhS_I.QamL_Qf_thLmnnﬂm

The argument in favour of the earlier system, that it brought sorne stabilit)}" into the CAP

framework against a background of sometimes very turbulent cnrrency movements, is no

- Tonger as telling as it was. Experience has shown that the agrimonetary arrangernents
could lead to fairly frequent changes in -conversion rates; which did not cau’se-practical :
~difficulties. It may' well be that thel persistence of monetary gaps between the green rate |

"~ and the real exchange rate, with practical advantages that were growmg less obv1ous was

‘actually a factor of drstortlon

A further consrdcratron is the effect of the development of the ‘common agrrcultural
pollcy, wrth the declmmg 1mportance of classic 1nterventlon mechamsms leading to a
decline in the 1mpact of mstltutlonal prices on-farm . 1ncomes and a correspondmg

increase in the 1mpact of dtrect a1d



All ‘these factors create a favourable background for the introduction of a ‘major
simplification: discontinuing the specific agricultural conversion rate and generalising the.
~ use of the market cxcnange rate, i.e. the rate irrevocably fixed for the Member States
participating in the euro, and the rate obtaining on the date of the operative event for the‘~
other Member States. This does away with the cumbersome system of asymmetncal

margins, and reference and confirmation periods.

- With this simplified approach, devaluations of the national currencies of the non-
participant Member States will be good for farm incomes. However, the negatlve 1mpact
of revaluations calls for specnal treatment. Compensatory ald will be needed to cushion

the effects of revaluation on incomes.

: Seperate arrangements will be- needed for compensation when the amount involved
consists in direct aid, and when it consists in prices or in other aid. The reason for making
the distinction is that the impact of revaluation on income can be calculated with

accuracy and certainty in the case of direct aid, but not in that of prices or of other aid.

The second proposel for a Regulation refers to the dismantling of monetary gaps on 1 -
January; the approach adopted involves treating all these gaps in the same Way, whether
or not the Member State'concerned is ‘a participant in the euro. The arrangements for
compensation will t;eivery close to those provided for under present rules, for the
application of new rates on 1 January can be analysed in technical and economic terms as
the last in a series of changes to the green rate. The compensation should be gradually
~phased out, so as not to sustain factors distorting competition between and within

Member States.

In_bndgetary terms, these artangements represent a considerable reduction in the cost of
the agrimonetary system, since only four Member States will be snbject to currency
fluctuations, and most of the effect of the dual rate, which represents a cost of 600
MECU in the preliminary draft budget 1999, (i.e. the increase in CAP expenditure due to -
" positive monetary gaps) will disappear. Moreover, the new arrangements for part- |
financing will be more conducive to budget savings than the present arrangements; and

thus will contribute to budgetary discipline.



. Detailed rem_arks on the proposed arrangeme_ntslare given»below;’b' el R

.,Aﬂisfélﬂf:-t'(dcﬁniiibns)-_' R

ln commercral terms, takmg account of the market exchange rate ehmlnates the rrsk of

deﬂectxon of trade and drstortron of competrtron that may result from the exrstence of

artrﬁcral conversron rates

The purpose of thls Artrcle ls to deﬁne usual terms so as to av01d a cumbersome

' rcpetmve text, and also to’ deﬁne important concepts in. the machmery proposed

The 1dea of the “green rate dlsappears not only for the parttclpatmg countnes, but also

. for the Member States that do not take part for the latter,” 1t is: replaced by the exchange ':, :

rate SO T o
For the ﬁrst tlme smce ]969 there is no spec1ﬁc agrlcultural conversion rate. Of course
it wrll strll be’ necessary ‘to-apply- a rate drfferent from that obtarnmg on the day of

paymcnt (for non- partiupants) becausc the prmcrple of the operative event 1s retamed

- but the rate apphed- is that observed.on the exchange markets ‘not a Sui generzs rate

decrded by the authorrtres This represents consrderable progress towards a CAP that Is.

srmpler and closer to the realrty of the market

The CO’r'rcept of apprecrable revaluatlon has been adapted to the new’ srtuatron The

' present definition i is based on the observatron that revaluatron of the green rate occurs on .

a grven date and the revaluatlon is compared to the levels of green rates over the

precedmg three years. In the new system there is no glven date for appreclable

revaluatron that» would tngger examlnatron of developments over ‘the prev1ous three B

years. There is no decrsron on revaluatron (no rate 1s ﬁxed by the authontres) but
developments are kept under observatron Consequently, the present deﬁmtron of an-
apprecrable revaluatron cannot be retamed The proposal suggests comparing each year |

the average exchange rate observed over year n with the exchange rate.on 1 January 1999

- and the averages for ‘years n-l n-2 and n-3, and calculatmg the appremable part of the

1evaluatlon as a functlon of the drfference between the average for yearn and the lowest




=

of the exchange rates on 1 January 1999 and of the three averages n-1, n-2 and n-3.. This,

system is much simpler.and easier to understand than the present system.

Anigj_e_z_(conversion rates_) . : : . R ' .

Converswn of amounts exprcssed in euros into the natlonal currency ‘unit- of a Member !

State part1c1patmg in the euro wxll be done at the fixed and 1rrevocable parity that will not

L

be known until 1 January 1999. -

For the Member States that do not participate, _the rate of exchange between the euro and

national currency will'be used.

As there will no longer be a conversxon rate fixed by the authorltles “the system of

permltted margins and exceptlonal three-day pcrxods will be dlscontmued

For import charges, the customs rate will be uscd.

Anmlc_z (_operative ev'ents)

. The present deﬁmtlon of operative events is retamed of course, different deﬁnmons can

- still be adopted in the context of specific sectoral rules.

The prefixing of the conversion rate is not retained. That possibility was justified mainly

by the fact that the agncultural ‘conversion rate was subject to sudden and sometimes

~wide varxatlons Wthh were artlﬁclally concentrated on a single day. Wlth the new -

- system, the vanatlons are those of the foreign exchange markets. The proposed new

agrlmonetary system, desrgned to be as close as possible to market reality thanks to the

- new prmcmle of conversxon at the market rate, Justlﬁes abandoning prefixing of.

conversion rates. However, operators may take precautions, as in other economic sectors

by means of the hedglng mechamsms available through the banks.

Aﬂigls_& (COmpensatOry aid in cases of appreciable revaluation)

' Thls Artlcle does not apply to dlrect aid, which is covered by Artlcle 5 but only to other R

a1d and to pnces

10 .
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- This provision introduces into the basic Regulation the machinery for compenSation in

cases of appreciable’ revaluatlon that was prevxously govemed by Councrl Regulatlon

(EC) No 724/97 Thus a derogatlon becomes a basnc provnsron
. .

 However, a number of adjustments-‘ are required to simplify the ma'chinery,"and can be

“introduced thanks to the rev1sed definition of an. apprecrable revaluatlon In partlcular the |
penod of observatlon can correspond to- the one-year period used for the calculatron of .
‘the appreciable revaluauon there will no. longer be*srtuatrons where several appreclable . ‘v o

_revaluatlons occur successxvely

: The criteria for takmg account of the market srtuatlon may be amended by the

'Management Committee procedure
- The present permit_ted margin ofA_2,‘6% is retained.
Aticle 5 (direct aid)

“In principle the operative event for direct aid is a»’si'ng'le date for the 'w.hole farming year;
~ “consequently, it is possxble that the rate of exchange to be apphed in a given year may be
" lower than that for the prevrous year. In th15 case, compensatory aid can be pald

accordmg to the calculatlon method 1ntroduced by Regulatlon No 724/97

. However, lf the new rate of exchange is hlgher than the rate of exchange applied 24

months prcvrously, thrs artlcle would not apply This provrsron reproduces a provrsron of

~ Council Regulation (EEC) No 3813/92. Moreover, no aid would be granted 1f it would -

‘ correspond toa revaluatlon of less than 0 5%

Amclc_ﬁ (part_-ﬁria_nci.ng) |

L The basrc rule is still, as at present that the EAGGF contrlbutes 50% to the ﬁnancrng of

agrlmonetary aid.

However, the present rules also provide that the national share is optional. Several

Member States have taken advantage of this 'option.

in the Commlssmn S v1ew as the Member State .is allowed but not required to pay
agnmonetary aid, and as it 1s also allowed to pay the ard in part, the saving to the budget
resulting from the decrsron not to grant the aid in full may legltrmately be shared between

11



the Community and the national budgets. Consequently; the EAGGF will contribute 50%
to actual ex-pendi.ture, which is more in line with usual practice under part-ﬁnnncing
" arrangements. . ' -
. : .
However, for‘dlrect aid (unlike other aid and ptices), the impact of a decline in rates on -,
fnrm incomes can be precisely calculated, and farmers are fully aware of changes in the 5
level’ of aid. The importance “of this type of aid in relation to traditional support :
- mechanisms is set to increase in the common agricidtural policy. For these reasons, the

Commission is proposing optional natlonal part-ﬁnancmg to facilitate the grantmg of

agrlmonetary ald in the especially sensmve arca of dlrect aid.

Article 7 (safeguard measures) _ : T
This Article merely reproduces existi'ng provisions.

Ax_tmle__& (direct payment in euros)

It is to be expected that the paying agencies in the non-partxcxpatmg Member States w111

make payments (or collect levxes) in natlonal currency.

However, provision needs to be made for thc casc where a non-participating Member
State decides to make payments or collect levies in euros, in so far as it may do so under

national leglslatlon

On the one hand, the use of the euro by the non-participating Member States should not
be discouraged; but on the other, the use of the euro should not give non-part1c1pat1ng

- Member States an advantage over part1c1patmg Member States

Consequently, the Member State must notify the Commisslon; for approval,. of the
measures taken to ensure that the value in national currency of the amounts paid or
collected in euros is not more advantageous for the payee or the payer than if payment

~ had been made in national currency.
Article 9 (implementation)

Implementation will involve the so-called Management Committee procedure.



! Am;;)gm (transit{onal mea_sures)

_ below o

{
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presentatlon :

As usual when new arrangements are introduced, the Comm1ss1on would be entttled to

. adopt trans1t10nal measures in. accordance w1th the Management Comrmttee procedure ;

These transrtronal measures should not be confused w1th the trans1tlonal measures for the :

: mtroductlon of the euro, to be adopted by the Councﬂ whlch are covered by the proposal :

.’,/

- Earlier ar_rangem'ents are repealed.

However to avoid havmg to amend all- the mstruments that. refer to the agrlcultural "

o conversron rate itis specrﬁed that references to the agrlcultural conversron rate should be

unde_rstood to refer to the fparrty between_ the -euro and the. nat10n_a1 unit or natronalA

.‘curren_cy;fr‘om ] January'__1_999_.- There is a similar ’provision_ for.thefrepresentative market

rate. -

* Aicle 11 (ehtry intq force)
' 'The Regulatlon will be apphcable from 1 January 1999 but w1ll enter mto force on the
--’seventh day followmg its pubhcatlon “The provisions on compensatory aid will- cease to

- 'apply after 31 December 2001 grven that the agncultural sector must eventually adapt to- i -

: monetary reallty, 11ke the rest of the economy

In order to smphfy the body of the text thc method of calculatmg -aid, whrch was . Lo

1ncorporated mto Regulatlon No 724/97 1s appended as an annex The only; change is the

: PR



 Atidle | (definitions) - . o o,

Notwithstanding the provislons of the Regulation dealt. with above,- the.present definition *
of an appreciable revaluation can be kept unchanged since the reasons that make it

mapphcable under the new arrangements are not relevant (see the comments on Artlcle 1

1

of the prccedmg proposal)

L AmgliZ (appreciable revaluation)

_ A dechne in the conversxon rate: due to. the changeover to the euro w111 be treated asa’

revaluatlon in the agrxmonetary arrangements for the euro if it is appreclable
Article 3 (dlrect axd) . o .

For direct aid, where operative events occur in 1999, if the new conversion rate is lower

than that apphed previously, compensation will be calculated in accordance with Article . - -

5 of the basic Regulatlon However the ﬁrst year, it w1ll be ﬁnanced in full by the o

: Commumty budget

For the followmg years in order to make the system more adaptable to developments in

the monetary situation and the common agrlcultural pollcy, ‘the proposal prov1des that the

compensation system in the basic arrangements will apply, but the Council may adapt it,

- as long as the prmclple of degresswe compensatlon is respected

| Amgle_& (implementation) | |
Implementation-will_involve the :o-cﬂled Management Committee procedure.. -

| A;Iiglgi'(entw into f"orce)v S

“The Regulation will-be applicable from 1 January <1 999, but wlll enter into ‘force on the

seventh day following its publication.

These two proposals need to come into force before 1 January 1999.

14



o o - = T 'Proposal»for.i -

. . . . "COUNCILREGULATION (EC)No ~ .~ . -
| S , o o S R 9B/ 0214(CNS)
cof Lo e :

estah_lilshixig a_grimonetary arrangements for theeuro -/

' THE COUNCIL OF THE BUROPEAN-UNION, - . * =/l =00

,;;fHaving'regard t.o‘ the Tr’eatyj,establi'shing the Europea_n Community, 'anti _'in,part_ieular
-Articles 42 and 43 thereof; . ‘

* - Having regard to the proposa'l-'f'rotrl the quhrl_liss@on, o

- Haviug» regard to the opinion of the Europeah Parliarnent,_ :

A Hayin'g‘ regard to the opinion of the Economic and Social Comrnittee;
’ - Havmg regard to the opinion of the Monetary Committee, . R :

| "Whereas Council Regulation (EC) No 974/98 of 3'May -1'99’8'o'n-'the ‘introtiuction of the”
euro’ provrdes that from 1. January 1999 the currency of the: Member States partrcrpatmg* :

in. econormc and monetary union.. shall ‘be " the euro;. whereas the agnmonetary( o

-

- arrangements provrded for on the basxs of

- Councrl Reg,ulauon (EEC) No 3813/92 of 28. December 1992 on the unit of account

-._.and the conversron rates to be apphed for. the purposes of the common agrtculturalf-;

_pohcy

- - Counc1l Regulatlon (EC) No 724/97 .of 22 Apnl 1997 determmmg measures and"

RTINS \ compensatlon relatmg to apprecrable revaluatlons that affect farm mcomes3 ‘

T oFL139,115.1998,p. 1. ‘ ‘
B © ' 0JL387,31.12.1992,p.1. Lastamended by Regulatlon (EC)N0150/95 (OJL22 31 L. 1995

g o P
I _.OJL 108,25.4. 1997, p9 ‘Amended by Regulatlon (EC).No 942/98 (OTL 132, 6.5. 1998 p: 1)



essentially consist in a-system of specific agricultural conversion rates different from the
actual exchange rates of the currencies; whereas such a system is mcompatlble w1th the
introduction of the euro; whereas ag,rtmonetary arrangements adapted to the new situation

should therefore be established; _ 1 - ot

Whereas in the present monetary situation, where the gapsibetween exchange rates and

‘ agncultural conversxon rates are moderate, it is possible to establish a simpler

agrimonetary system closer to the actual monetary ~51tuat10n ‘whereas consequently the

‘ c‘onyersmn into the national currency of the non-participating Member St_ates prices and
amounts fixed in euros in legal instruments relating to the common agriculttjral-'pblicy
-may ‘be done with the exchange rate of the euro in those currencies; whereas such a
‘ provnsxon has the- further advantage of conmderably simplifying the management of the

common agrlcultural policy;

Whereas the rate of exchange of ‘thef'euro into national currency may vary. in the course of

the period during whi_ch‘an_ ‘operation is carried out; whereas the rate applicable to the

amounts concerned must be detertnined' whereas in general account must be taken of the -

event through which the economic objective of the operation is attained; ‘whereas the rate
"~ of exchange applied should be that of the date on which this event occurs; whereas it may
be necessary to spec1fy thlS operative event or to waive its application, observing certaln

_criteria and in particular the rapidity with which currency movements are passed on;

Whereas, in cases of major currency revaluation wtth potential effects on t)rices_ and’
amounts. other than direct aid, farm incomes mafy in certain conditions be reduced;
whereas as a consequence provision could justifiably be made for,tem.porat'.y, degressive
aid to offset thdeft‘écts of rcvaluatipns,' and keep pace \_}vith the developm_ent of

" agricultural pricesina manner compatible with the rules of the general;econoniy;

t Whereas specif'ic rules adapted to the type of aid are fequired to offset the effects of

major currency revaluations on the level of certain direct aids in national curréncy;

Whereas the arrangements for financing compensatory aid must foresee a ﬁn_ancial .

_contribution from the European Union and the Member State; -

Whereas in the longer term the agricultural sector must a'djust,-l.ike .ether ”'.sectofs of the

economy, to the monetary reality; ‘whereas consequently a cut-off date should be set for

N

,‘2‘ i
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- the compcnsauon arrangcmcnts the scttmg ol such a cut-off date is part of the budgetary

- dlsuplmc

Whereas reason' dictates that special rules be laid down for dealing with exceptional,

situations arising either within the European Union or on the world market and requiring o

1mmed1ate act1on to ensure that the arrangements establlshed under the common

agrlcultural policy operate effectively;

fos

, Whereas a Member-State that is not participating in.economic and monetary union must

have the option of making payments for expenditure resulting from legal instruments

relatmg -to the common agricultural pohcy in euros rather than in national currency,

whereas steps should be taken to ensure that this optlon does not lead to-any unjustified

=

advantage for partres makmg or receiving payment

‘ Whereas provision should be made_for the possibility of interim measures to,facilitate the
_introduction of the new agri_monetary arrangements, o
For the purposes of thlS Regulation:x-‘ | | .

(a) “legal instruments _relating to the comrnon ag_ricultural policy’ méans:

- ._legal 1nstruments based dlrectly or mdxrectly on Art:cle 43 of the Treaty, thh the i

exceptlon of the Common Customs Tarlff and other legal instruments of customs o

'legl_slatlon applicable to both agrlc_ultural and 1nd_ustr1al products,

- YI'egalr instruments applicable to goods pr‘ocessed from agricultural products,and_

: subje_ct to specific trade'arrangements; '.
(b) partlmpatlng Member States’ means: the Member States which have adopted the

single: currency in accordance w1th the Treaty,

(©) non—partlclpatmg Member States means the Member States wh1ch have notv

adopted the smgle currency;



)

‘national currencies’ means: the nauonal currencies of the non-partmpanng Member

. States and of thu-d countries;

(e)

®

(®
average falls short of the threshold referred to in point (f).

‘exchange rate’ means: the currency market exchange rate between the euro and, -

national clirrency pﬁblished in the Official Journal of the European Communities;

‘appreciable revaluation’ means: ‘a situation where the annual average exchange rate
is below a threshold defined as the lowest average annual exchange rate of the _

precedmg three years and the emhange rate of 1st January 1999; .

apprecxable part of a revaluauo'r means: the percentage by which the annual

Article 2
Prices and amounts fixed in legal instruments relating to the common. agricultural

policy shall be expressed in euros.

They shall be granted or collected in euros in the participating Member States. In the
other Member States, they shall be converted into their national currency by means
of an exchange rate, and,l without prejudice to Article 8, granted or collected. in

national currency. .
]

However, for amounts relating to imports and for export taxes, fixed in euros by a
legal instrument relating to the common agricultural policy and applicable by the
Member States in national currency, thé_conversion rate shall be specifically equal to.
the rate applicable pursuant to Article 18(1) of Regulation (EEC) No 2_913/924.

- Artjcle 3

1. The operative event for the exchange rate shall be:

the completion of customs irnport or export formalities in the case of amounts

collected or granted in trade with third countries,

the event whereby the economic objective of the operation is attained in all other

Ccases.

OJ L 302, 19.10.1992, p. 1
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" procedure laid down in Artic_le 9,_taking account of the folloWin’g criteria;

2.-Where theoperative event as referred to in paragraph 1 has to be speciﬁe_d or cannot

" . betaken into account for reasons peculiar to the market organisation or the amount in

question, a rspeciﬁc operative event shall be determined in accordance- with the

(a) actual applicability_ as soon as possible of adjustments to the exchange rate;

(b) srmllarlty of the operatrve events for analogous operatlons carried out under '

different market organlsatrons ' _ o

AN

»’(c) coherence in the operative events for the various prices and amounts relating' toa

single ‘market organisation;

' d practi_cability and effeCtiyeness -of checks on the appiication of suitable exchanée |

- rates. ' o . I

- For prices and amounts other than those re'ferred to in Atticle 5, the Member State
may grant compensatory ald to farmers in cases of. appremable revaluatlon The

| payments shall be made in three successive lranches lastmg twelve months each

' starting in March followmg the month of the apprecrable revaluatron

, 'These compensatory payments shall not take the form of aid linked to productlon

other than productlon durmg a stipulated, prlor perlod They shall not favour any

. partrcular type of productron or. be dependent on productlon subsequent to the penod

: stlpulated

'The maximum amount of the first tranche of compensatory -aid shall beestablished' :

- for the Member State concerned as a whole, in accordance wrth the procedure laid

-down i 1n Article 9, by mult1ply1ng the apprecrable part of the revaluatron by the ﬂat-

" rate income loss determined in accordance with paragraphs 1 to 3 of Annex.

~

The maximum amount may be reduced or cancelled if necessary, taking. account of

the market 51tuat10n observed dunng the year up to. the tlme of the apprecrable

-revaluatlon

°.
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.” No aid shall be granted for the portion of*the amount calculated in accordance with

paragraph 2 that does not exceed appreciable revaluation of 2.6%.

The amounts paid out under the second and third tranches shall each be reduced, vis-a
a-vis the level of the previous tranche, by at least a third of the amount paid out in ",

~ the first tranche.

The amounts paid out under the second and third tranches of compensatory aid shall
be reduced or cancelled as a function of the effect on incomes of the development of
exchange rates recorded until the beginning of the month preceding the first month
of the relevant tranche, and taking account of the market situation observed over the

same period.

The market situation shall be taken into account pursuant to paragraph 3 and the

second subparagraph of paragraph 5 in accordance with the following criteria :

The amount of one or more tranches in one or more sectors may be reduced when it

has been observed that :

(a)over the year during which an appreciable revaluation occurs or over the period
between the beginning of the preceding ranche and the beginning of the month
preceding the first month of the tranche concerned, the market price for the Member
Staie concerned was on average equal to or higher than the average market prices in
the Member States whose currencies had not been appreciably revalued during the
same period. Market prices shall be compared using an index of base 100 for market

prices in national currency or in euros.

(b)the relation between the dates of operative events in the sector concerned and the
date of the appreciable revaluation is such that there is no justification for concluding

that the revaluation had an impact throughout the period considered.

In cases where point (b) is applied, the reduction of at least one third referred to in
Article 4(5) shall be calculated on the basis of the amount of the first tranche that

would have been granted if point (b) had not been applied.
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- amounts of a structural or environmental nature

%W”

These cntena may be amended, in the lrght of expenence in accordance wrth the

procedurelarddownmArt1cle9 o o B R e

In‘cases where the exchange rate -applicahle on the date of the -operative event for:- < |

- flat-rate aid calculated per hectare or per livestock unit,

A

:

- a compensatory premium per sheep or goat,

or

is below that applicahle previously, the Member State concerned ‘may malce',
compensatory paymcnts ‘to farmers in three successlve tranches lasting twelve

months each, startmg on the datc of the operatwc event.

Compensatory aid must be granted in the form of an addmon to the aid, premrums

and amounts referred to in the ﬁrst subparagraph

: -The 'rnaximum amount of the ﬁrst tranche of compensatory'aid shall be eStablished

. for the Member State concerned as a whole, m accordance w1th the procedure laid

down in Article 9 in accordance w1th paragraph 4 of Annex. However, no payment ‘

shall.be made when thls amount corresponds toa revaluatlon of-less than 0. 5% -

The -arriounts paid out under the second and third tranches 'sha'll each be redu‘ced vis-

‘a-vis the level of the previous tranche, by at least a thlrd of the amount pard out in

the first tranche

The‘arnounts referred to in paragraph 3 shall be reduced or cancelled if necessa'ry as

- a functron of the effect on mcome of the development of the exchange rates. recorded.

on'the ﬁrst day of the second and third tranches.

';.2'/



5. The provisions of this Article shall not apply to amounts to which a rate lower than
the new rate was applicable during the twenty-four months immeciiately before the

new rate took effect.
) - W

1. The Community’s contribution to financing shall be: =

- 50% of the amounts actually paid for the cz)ﬁlpensatory aid referred to in.Articlé

4

- . 50% of the amounts that may be gr;'s;nted for the cdmpensatory aid réferreci to in -

in financing the aid.

2. For the pixrposés of the financing of the common agricultural policy, this contribution -
shall be deemed to be part of intervention intended to stabilise the agricultural

_ ‘markets. R | ' |
1. Where exceptional monetary practices are liable to jeopardise the application of the-
legal instruments relating to the common agricultural policy, the Comumission shall

de¢ide upon suitable safeguard measures, which may, where necessary, derogate

fromthe existing legal instruments relating to the common agricultural policy.

The Council and the Member States shall be notified forthwith of the mé:a_sures

" referred to in thé first sﬁbparagraph.

4

Any Member State may refer the Commission's decision to the Couneil during the -

three working days following that on which they are notified of safeﬁguaid ‘measures.

The Council, acting by a qualified majority, may take a different decision within one -

month of notification of the measures in question.

22



Where exceptronal monetary pract1ces are hable to Jeopardrse the apphcatron of the

legal instruments relatmg to the common agrlcultural pol1cy, the Commlssron may,

- by .virtue of the powers conferred on 1t by these 1nstruments in each mdlvrdual case i
: '

derogate from this Regulatlon in partrcular in the followmg cases:

- where a- country uses- abnormal exchange techmques such as multrple exchange .

- rates or operates barter agreements

L

- where countrres have currenmes whrch are not quoted on ofﬁcral forergn exchange _

markets or where the trend in such currenc1es 1s likely to create drstortlon in trade

If a non-partic'ipating Member State' decides to pay the expenditure resulting from

’ le'gal’instruments relating to the common agricultural policy 'in_ euros rather than in

e

- its national currency, the Member ‘Stateshall take the requiSite measures to 'ensure;

- that amounts granted in euros are in'no case larger when converted 1nto natronal

currency at the rate obtaining on the date of payment than the amount that would - A

l‘have been pard in natronal currency pursuant to Artlcles 2 and 3

_ - that amounts collected in euros are in no case smaller when converted into

natlonal currency ‘at the rate obtammg on the date of payment than the amountv‘_" ’

that would have been collected in natlonal currency pursuant to Artlcles 2 and 3.

] The Member: State shall notrfy the Commrssron of the measures planned before they .
"'come 1nto effect The ‘measures may not take effect unt11 the Comn'usswn has_ :

'notrﬁed its agreement thereto

) Detarled rules. for the apphcanon of thls Regulatlon shall be adopted in accordance w1th _

the procedure la1d down in:

(a) Art1c1e 23 of Councﬂ Regulatron (EEC) No l766/92 of 30 June 1992 on the

common orgamsatlon of the market in- cereals

S

OJL 181,1.73.1992,p.21




or

—

(b) the corresponding articles of the other regulations on the common organisation of the

or

(©)

exchange of the euro.

procedure.

‘markets in agricultural or fishery products, : S - N

the corresponding articles of other Community provisions introducing a similar

(99

L Where transitional measures prove necessary to facilitate the 1mt1a1 applrcatlon of
thrs Regulation, such measures shall be adopted by the Commrssron in accordance
with the procedure laid down in Article 9 and shall remain applicable for the perrod .

stnctly necessary to facilitate the 1ntroduct10n of the new arrangements

Regulations__(EEC) No 3813/92 and (EEC) No 724/97 are hereby repealed_.

References to the agricul{nral.eonversion rate in legal instruments relating to the
common agricultural policy shall be taken from 1 January- 1999 to refer to the
conversion rate irrevocably _ﬁx_ed by the Council in acCordanee with Article 1091(4)
of the Treaty for national cnrrency.units; and the rate referred to in Article 2(2) and,

where applicable,, Article 2(3) of the present regulation for national currencies.

_References to the representatrve market rate of the ecu in legal 1nstruments relating to the

~ common agricultural policy shall be taken from 1 January 1999 to refer to the rate of

I

* References to the c_:_ompenéatory aid provided for in Regulation (EEC) No 3813/92 and
Regulation (EC) No.724/97 shall be deemed to be references to Articles 4, 5 and 6 of this -

Regulation.

References to the operative events provided for in Article 6 of Regulation (EEC) No .. -
- 3813/92 shall be deemed to be references to Article 3 of this Regulation.

0o C



This Regillﬁtion shall éntt_:r into force on the seventh day following its publication in the
Official Journal of the European Communities. ' ' ' s
It shall é_pply from 1 Januﬁry 1999. S ST o

- Articles 4,"5‘ and 6 shall only apply 't{) appreciable revaiuations. ha\fin?g‘occu;red before '
1.1.2002. | | B IR

This Regulation Shall be'bvi.ndi_ng;-in its entirety and directly applicab’lé in él_l .Member o
States. . Lo '
Done at Brussels, s . For the'Cduncil |

The President




‘ ANNEX
1. The flat-rate income loss referred to in Article 4(2) shall be equal to:

(21) the sum of | %:

- of final agricultural production of cereals including rice, sugar beet, milk and E
milk products and beef and veal, ' ' '

L

and

- of the value of the quantities of products supplied under a contract imposing, in
accordance with Community rulés, a minimum price to the producer, for

products not referred to in the first indent, and
. and

- of aid or premiums paid to farmers, with the exception of those referred to in

Article 5;
(b) _after sﬁbtraction of:
- 0.5% of the valﬁe of intermediate consumptiqn in the form of animal feed,
_and
- vthe' impact on tax of the reduction in gross value added at market prices
resulting from the operations concerning point (a) and the preceding indent, |

and

- a deduction corresponding to 1 % of forecast EAGGF expendiﬁue on the
following items:
- the full amount of ﬂat-fate per hectare aid,

- half the amount of structural or environmental aid, -

and

12



W)

12 Eggs and poultry - L ]

" 130 % of sheepmeat and goatmeat premiums;

2. The amounts referred o in the second and lhird indcnts' of paragraph 1 (a) shhll not be

taken into account when thur sum is less than 0:01 % of the Imal agnculturaL

_producuon ol thc, rc,h.vunl Mcmbcr btatc in thc product scctor conwrm,d o

For__thg_fp_urposes of this Regulation, the product sectors éonespoﬁd to the statistical
aggregates identified in the economic accounts for agriculture; draM up by Eurostat,
or to groups of those 'qggreg_atc;s; as iiSted'bglow: » ’

1. Cereals and rice

2. Sugar .bcf.et_
3. " Milk and milk products " S
4. - Beeflveal

5. Oilseeds and olive oil -

6. ‘Fresh fruit and vegetables
7. _Potatoés
8. - Wines ahd,vm'fu_sts . i o R R

9, :El'owgljs_. and nursery plants .-\
11, S_h@P'ﬁ"?‘ and é‘?@tmem C

_-.13. Other C.

B

2



3. The flat-rate income loss shall be determined on the basis of information relating to:

(@) the economic accounts for agriculture available from Eurostat for the last calendar
year ending before .the date of appreciable revaluation, for the first indent of

paragraph 1 (@) ,a_qd the first and second indents of paragraph | (b}';

(b) the budget outturn, or, failing that, the budgets or draft budgets or preﬁminary

draft budgets relating to: : X

- .income for the year i:ferred to in (a), for the second and third indents of
. paragraph 1 (a),
- the budget year beginning during the rrlarketing_, year for cereals_ in which the

ap;ireciable revaluation occurred, for the third indent of paragraph 1 (b).

For the purposes of applymg paragraph .2 in marginal cases, consideration of the

information referred to in point (a) above shall take account of the relevant figures for the

precedmg two years also.

4 The aid referred to in Amcle 5 (1) shall be calculated as a functxon of the data referred

to in the first indent of point 3 (b) of the present annex.

- 14
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. »‘THE' COUNCIL OF THE EUROPEAN UNI,ON,‘

Proposal for
COUNCIL REGULATION (EC). No o
_of.....,...,v e

“on: transrtronal measures to be applred under the common agrrcultural pohcy w1th a vrew

: 9"‘[ 0215(CNS) -
x) 3

to the mtroductron of the euro

e

B Havmg regard to" the Treaty establrshmg the European Commumty, and m partrcular
: Amcles 42 and 43 thereof : . _

Having .re_gard __t_o the »proposal from the Commission,

* Having regard to the opi_nion_.of t_he Eurooean Par}iament, |

Having regard to the opinion of the Economic and Social Committee, .
Having regard to the opinion of the Monetary Committee,

Whereas Councrl Regulatron (EEC) No..... - of _ ~ . estabhshmg agnmonetary o

' arrang,ements for the eurol does away with the possrblllty of ﬁxmg SpeClﬁC agrlcultural o

conversron rates that are drfferent from the real conversron rates for the currencres

- .Whereas the agrrcultural conversron rates in force at 31 Deeember 1998 pursuant toi

Councrl Regulation (EEC) No 3813/92 of 28 Decernber 1992 on the umt of account and

. _ the conversron rates to be applled for the purposes of: the common agrrcultural pohey2 L

could be different from the conversmn rates ﬁxed 1rrevocab1y by the Councrl for the
currencies of the partlcrpatrng Member States -in accordance with the first sentence of
Artlcle 1091(4) of the Treaty and from the real exchange rates applymg on 1 January -
1999 for non—partlcrpatlng Member States, I S L ; e -

2 . QYL 387, 31.12.1992, p. 1. Last amended by Regulation (EC) No 150/95 (OJ L 22,31.1,1995,p.4). . -




Whereas the disappearance of the agricultural conversxon rates on 1 January 1999 may be
regarded under certain conditions as an apprec1able revaluatlon whereas’ it may
-accordlngly result in a reduction in agrlcultural income; whereas, as a consequence
prov1sron could _]uStlﬁably be made for temporary, _degressrve aid to be granted to keep‘
pace with the development of agrrcultural prices in a way -that is companble wrth the |

rules of the general economy,

™~

Whereas it ‘must be made possrble to offset the “effect of the d1sappearance of the ‘

agrrcultural conversion rates on the level of certaln types of direct aid in terms of natlonal

b3

-

curréncy in accordance with specific rules_adapted to such aid;

Whereas provision should be made for a procedure introducing close ‘cooperation
between the Member States and the Commission to facilitate the implernentation of this
Regulation, '
' HAS ADOPTED THIS REGULATION:
For the purposes of thls Regulauon notwithstanding Regulatlon (EC) No - of

establishing agnmonetary arrangements for the euro:

(a) “apprec1able revaluatron means a reduction in the conversion rate applicable on
1 January 1999 which is greater. in absolute value than the dxfferences between that rate

; and the lowest levels of the conversmn rates apphcable
— over the last 12 months, and

— atany time more tban 12 months but not more than 24 ’r‘nonths previously, and
—at any time more than24 mont_hs'but not more than .36 r_nonths previously.: :

P4

.Only two thirds and one. third respectlvely of the differences covered by the second and

third indents shall be taken into account

30
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_(b) “apprec1able part rneans the drfference between on the one hand, the threshold'_’ '
-between apprecrable and non-apprecrable revaluatlons and on the other ‘hand, the )
conversmn rate for the euro into natlonal currency umts or the exchange rate for the euro ‘
"into natlona] currency on 1 January 1999. This dlfference is expressed as a- percentage of _

o 'thc sard thrcshold

ST

Where the conversion rate for the euro mto natlonal currency umts of any Member State .
'"or ‘the exchange rate for the euro’ mto the natronal currency of any Member State at E
1 January 1999 undergoes an apprecrable revaluatron wrthrn the meaning. of Artlcle 1
; agamst the agricultural conversion rate 1n force on 31 December 1998 Articles 4 a.nd 6: of : o
‘Regulatron (EC)No s estabhshmg agrrmonetary arrangements forthe euro shall -
. apply to that apprecrable revaluatron and the appreclable part thereof shall be as spectﬁed ,
N -m Artlcle l(b) |

- 1. Where the conversion’rate for the euror into" national currency units or the exchange

rate for the euro into. natronal currency applrcable on the day of the operattve event‘ ’

" in 1999 to

~ — flat-rate aid calculated_--perhectare orper livestock unit L " -

or o o I ST

Sv

— - compensatory premiums per ewe or she-goat -

or
~ ~ amounts of a structural ‘or environrnental nature "
“is lower than the rate applred prevrously, compensatory aid' shall be granted The a1d

shall be calculated in accordance wrth Article 5 of Regulatron (EC) No

'establtshmg agrrmonetary anangements for the euro.

Notwrthstandmg ‘the. second indent of Artlcle 6(1) of the same Regulatron the first

_year the Commumty contrrbutlon shall amount to. 100% of the aid. .




2. In following years, the Council, acting by a qualified majority ona prooosal from .
- the Commission, may waive the provxsxons of paragraphl first and second

subparagraph and provide for the compensatlon to fall degressively.
Article 4 '
Detailed rules fot applying _thisv Regulation shall be adopted in aceordance with the

-

procedure laid down in:

(a) Article 23 of Council Regulation (EEC) No 1766/923 of 30 June 1992 on the common

-orgamsatlon of the market in cereals, or

()] the correspondmg artlcles of the other regulatlons estabhshmg a common

orgamsatlon of the market 1n agrlcultural or ﬁshery products or

() the corresporiding -articles of other Community provisions introducing a similar'

procedure.

“Atticle 5
This Regulatxon shall enter into force on the seventh day following its pubhcatlon inthe -

: Oﬂ‘ czal Journal of the European Commumtzes
. It shall apply from 1 January 1999.
 This Regulation shall be binding in its entirety and directly applicable in all Member

States.

. Done at‘...~.. , - S » : For-the Council

The President -

-3 OJL 181, 1.7.1992, p. 21
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- (1) . To repeal Regulation 3813/92 and Regulatmn 724/97 teplacing them w1th a smgIe Regulanon estabhshmg

. agrimonetary. atrangcmentc for the euro .- .

VI I6T/98-EN
S _ . - DATE: 2/6/98 e _
RO BﬁDGET HEADING: 31-;1‘ to B1-5 (CAGGF Guararitee Section). APPROPRIATIONS ECU 40437
. . i . - g S . : : - million {including ECU 505 million for
o Budget heading B1-390) '
Z.-  TITLE: . L S
(1) . - Council chulmmn utablnhlng agrhnonetaw arrangements for the curo’ : g :
(2)- . Council Regulation on trapsitional muxsures to be applted under the cnmmon agncultural lell..y with a view to the
: mtroducnon of the euro ‘ ;
3 LEG-AL BASIS: A.fﬁéles 42 and 43 of the Treaty - -
4, AIMS OF PROJECT:

I
|
| .
| ..
|?*
i
3
3

~(2) To.cnsure the.changeover from the present agnmnncmry arrangements o I.h&. new system by pmwdmg for.aid to ' &
: - offset income losses suffered by produun as a result of the disappearance of tie: exlsuug_llrrangements ’
s:. ' FINANCIAL IMPLICATIONS . PERIODOF12 | CURRENT FOLLOWING .
' - g g “MONTHS . | = FINANCIAL FINANCIAL |
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. ANNEX

It is ot pombk at thc momcnt 1o (..\tlmdfe thc cost ol .:gnmone!ary aad 0 offse[ pownnal apprcc‘:able revaluations for the four
Member States that do not participate in monctary union, since that will depend on how their currencics develop.

Aid wﬂl be pald trom appmprmtmm in Chapter 31- 39 the :alculmom used in this prupmnl are based on the curruncy '
situation at 15 May 1998. Changes in the currencies up to 31 December 1998 may afféct the financial impact.

Prices and aid other than direct sid

On the basis of the assumptions made, there will be no compensauon payable pursuant to Article 2 (pcrmitted imargin off
2.6%). ,

Direct aid :
As for the compensatory aid to be granted degressively over three yuan under Article 3, the aid for Belgium, Luxembourg,
. Denmark, Franec, Treland, Italy, Finland, Sweden and the United Kingdom will fall by between 0.6% to 15% depcndmg on
the country. The cost and impact of compensation for rhe deeline in-aid is estimated as follows:

Budget year -
: ) : (ECU million}
First tranche +136 4609 ) ’ N +744
Second tranche . ~ B . : +45 ©+203 4248
_ Third tranche . : ' +23 +101] +124
' ' ' +136 +654 +226 - +101 -

Following the introduction of the euro from 1 January. 1999 combined with the fact that from that date the concept of a specific
ACR will no longer exist for the four Member States that do aot tdkc part in monetary union, the cost of the dual rate will
disappear during Lhe period 1999-2000. This cost, estimated at ECU 603 million for the 1999 PDB, will not be [inally
eliminated until 2000 because the operative events tor many of the Ineasures to be finunced by the EAGGF Guaraniee S(:ctmn
in 1999 will have oceurred before 1 .lanuary 1999. .

udyet year ) )
(ECU million)’
Savings on dual ratc in relation to 1999 PDB -101 «603 . -603 : -603
- DISTRI] T TLOTAL KA CIAL TMPACT \
> Budget year :
o ' (ECU million)
- : » 1999 .. 2000 2001 ©2002 - 2003
B.  Compensatory aid - F136 +654 4226 +101 S+
C. Savings on dual.rate . R LUK -603 -603 " - 603 603
oL o +35 +s1 - 3717 - -s02 603
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