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4 on the nnpact on EAGGF (Juarantee Sectlon cxpendlture in l998lof movements. in . the -

dollar/eeu exchan;:,e rate o v

INFRODUCTION

The value uI the dullu .lllu,ls .l nnum pmpmlmn of I/\(:(nl (-uamnlee \u,lmn'-
prultllllllb S ~ -

The hudlﬁel appmplmlmus for a significant numhu ul e\pml refunds for ll;:,mullurdl
products, nnhlhly cereals; ricc and’ sugar and- for some ommunity aids such as aid lm
the production of starch, aid for lhe tise ol sugar by’ the chemical mduslly and aid for
cotton, ar¢ fixed on the basis of lhe gap existing between Community prlu,s e\pressed

in ceus, and world | prlees gencmlly expressc.d in dollars.

Other thm;_.,s being equal a change in the value of the dollar in"relation- to the ecu. '

g -automatlcally implies a change in the gap in-ecus between Commumty prices and- world

“prices and eonscquently a change .in the production aids and export rel'unds concerned.
If" the dollar rises; the gap diminishes, leading to a reduellon in e‘(pendlture if lhe dollar -

all\. the gap wndens mlsmg LXPLH(lIlUIC

The l,umpmn ( ‘ouncil uI I oand 12 ILhm.ny I‘)XR in-its umelusmns e\pus\ed the -
will 1o take upllul aewunl ul lhe impaet of the: ehdmce in the_dollar: on agncultuml o

expendllure

On- that basis, hy ity I)euslon of 24 lum I‘)88 umu,rnmg hudg,tary dlsuplme' thc
(nunul prnwded for the melus:on of BCU 1 000 m|ll|0n in a reserve of the general

. hudg,et ol the I,urop(,an C ommunmes "ds a provision for covering developments caused
by slgmlxeant and unforéseen movements in the dollar/ecu market rate compared to the
dollar/ecu rate used'in the budget The latterds-equal to the average market rate durmg

the hrst three months ol the year precedmg:, the bud;;,et year.:’

* OINoL 185, 15.7.1988, p. 29
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" uséd in the budget;

I the average value ol the dollar in the period from 1 August of the preceding year (o 31

July of the current year [alls in relation (o the rate -used inthe budget, the additional

budget costs are financed by a transler from the monctary reserve. ™ Ligually, savings in
the (m.n.unu. Sceetion when the (IuILu strengthens aie Lo lm translerred (o the monetary
reserve!

Recourse 1s o be had to the monctary reserve when the said expenditure (or, as the case
may be, the sclvmg,) exceeds a marg,m (1rdm,hlse) of ECU 400 million up to and
including the 1994 financial year “Slmllarly the amount of the transfer relates to that
fraction ot the lmpac,t which exceeds that margin. .

The Ldmburg,h luropc,an Council of 11 and 12 Du.unber 1992 conhrmnd that the
* mibinetary reserve would ‘rémaintin place: for (he period 1993-99 but decided that the

“amount should be cut to ECU 500 mitlion [fom 1995 onwards and the 'lranchisc”should

he reduced from ECU 400 million to ECU-200 million. Under the Interinstitutional
Agreement between the Parliament, the Council and the Commission ol 29 October
1993 on- budgetary . discipline <nd improvement ol ‘llléﬂ""lw'ndl;clili')‘/"ﬁﬁ')c"d"lurc " he
monctary reserve is intended 1o cover the financial impact on budgetary expenditure of
substantial and unloreseen dlvu g,mu. m lhc Lh)“dl‘ L\Lhdn{._,t. rate as u)mpart.d with that

Ve

On 31" October 1994 the Cauncil adopted a new I)«,usmn on budgetary- dlsuplmc‘ which
ook account of " the  conclusions of the Lidinburgh -European  Council and  the
inter-institutional agreement.  Articles 7 t0°10 and Article 12 of that Decision contain

-the provisions rélali'ng to ’considcr'zition oi'the doll'ar exchan_ge rate.

t 5hould be recalled that Article 11 of"the new Decision on budgetary discipline
‘stipulates that the’ monctary reserve is 10 be used where it becomes’ apparent that the
a;:,nullluml i,uuln,llm, cannot_cover. the hud;_,u «costs to the EAGGF:Guarantee Section
“that arise directly “lrom monctary realignments within the Luropean monetary system
since 1 Septemiber 1992 This provision -does not - apply alter the cnd o the 1997
I'm;mci_:_ll year, however, I o T

In accordance W|lh Atticle 9 of the ])uusmn ol’ 31" October 1994, (he Commission is
presenting the budgetary authority with this report on the impact on I AGGE Guarantee
Scetion expenditure in 1998 of movements in the dollar/ecur exchange rate in the period
I August 1997 1o 31 luly 1998 in relation 1o the rate used in the budget. The report
contains information used o assess whether, on aceount of the impact of these changes,
'a transfer should bc propoe.c,d to or from the monetary reserve and if so, the relevant

o amount

Up to ECGU 1000 nnllmn untib the end off the 1994 Im.munl year and up to ECU SU() nulhun from
1995 onwards. ~ ‘
OJ No C 330, 7.12. 1993, P i

O No 1293 B2 011994, p. 14, _ -
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CIMPACT OF THE
EXPENDITURE IN 1998

I)()LLAR ON_ EA(:GIC CUARAN'I‘ICE

To- baube lhe nnp.le( of movemenls in the dollar/ecu mle on the 19‘)8 lmanual yedr

. consideration:must be given, under Aruele 7 of the Council Decrsron of 31 October.

1994, to the gap between the average rate recorded for the dollar between 1 August 1997
and 31 July 1998 and. the rate used in the 1998 budget ‘The rate used to assess

_appropriations for the 1998 financial ‘year is $1' = ECU 0.85. In accordance with the

Council Decision, this eorresponds to the’ averag,e rate in the first three months of the

- year preecdmgD lhe f mancml year in:question (.lanuary, l'ebruary and March 1997)

lhe lollowmb table gives 1he monlhly exehanbe rate gaps ru,orded in the relerenee

S_ls‘,(‘;'_l‘l"()N S

-puu)d
Reu)rded Bl,l'dge;l rate: S Gap |0 Gap
o rale - B0 BCUX | Cinecu “in %
I $1= BCUX " o
: ' b < L gebec L eswe .
August - 09324 - 10.8500. | +0.0824 T+97
September .- 09093 0.8500. . |° +0.0593 | + 7.0+
.October " 0.8927 0.8500 +0.0427 | .. +50
"I November - 0.8777 0.8500 - | +0.0277 . © L +33
Décember 0.8996 ~ | = 0.8500- - .| +0.0496 . +58
January 0.9194 - 0.8500 4 0.0694 C+82
Fchruary 0.9188 08500 | +0.00688 +8.1
March " 0.9222 08500 +0.0722 +85
April - 0.9166 - 0.8500 - T 0.0666 178
May - 09017 0.8500 +0.0517 S 6.
June. 09080 - 0.8500 +0.0580 468
July. ‘ 09112 | 08500 +0,0612 C+72
Average 189731798 | 09091 ©f 08500 7400591 | 0 +70 -

. Over the perlod under. consideration the average dollar rate rounded off was § 1 =

ECU.091,1e.7.1% above the budget rate.

‘That increasé in- the value of the dollar mvolved savmgs for the EAGGF Guarantee‘

Sectron

The recorded- average rate of $:1 = ECU 0.91 is the arithmetical:mean of the daily rates
for-the lwelve—month period ‘in question.  The ‘average monthly - rate. fluctuated around -

~ that 12-month avem;:,e between a maximum of § 1= ECU0.93 in August 1997-and'a

mlmmum of § 1 = ECU 0.88 in Nnvunhu 1997. For miost of the months in- question,
lhe (lVL,l‘dL_,L mle lemamed hclween $r-BC U 90 and $ | —l ‘CU0.92. ' :



To make an accurate assessment of the savings made owing to the appreciation of the
~dollar during o period when the gaps compared to the budget rate’ were variable, it is
neeessary (o establish, over the period concerned, a weighted average dollar tate for
Lvuy agricuttural product for which expenditure in ceus is afteeted by the dollar, Gking
account ol the scasonal variation in expmls nsslsted with-a refund or in quantitics -
L|lEIb|L lor Lommumty aid. : -

| On- that bams the savings for the EAGGF Guarantee Sectton as a result of the
appreciation of the dollar in relation to the budget rate are estlmated at ECU 278 million
“for the 1998 ﬁnancxal year. :

,.'Annex I gives a detalled calculatlon of these savings, Wthh break down by sector as
. lollows

BI-10: Arable crops (cercals) " 1:CU 18S million
BI-11: Sugar T 1C'U 55 million
B1-18: '( Yher plant seelors ' " . '

# Isfands .md most- u,mnte u.;,mns IR ECU 6 million.

- Riee - = ~ - LCU 1 million

B1-30: Non Annex il produels (eereals sugar, nu,) I :CU 29 million
'I.‘()_’l‘AL . - | o ECU 278 million

FFor other su.tors livestock produets in partlcular it should be noted that ‘like last year,

“the world prices expressed in dollars were not.used to cstablish the budget There was
therefore no need to evaluate the 1mpact of. changes in the value of the dol[ar on refunds
or aid to thosc sectors : :

As the ‘s‘winbs in 1998 of ECU 278 million arc above the margin of ECU. 200 million, a
transfer of HCU 78 million should be made to the monelary reserve (Chapter Bl ()0) in
.u,u)ulanee wnth /\rnole l() nl the Decision ol 'H October 1994. -



PROPOSAL FOR A 'IiRANsl«‘l«:R"r() THE M( )Nl«:'r_A_;_liv R_ESI'CRV I

[t should be unph.lslsul that lhe k\llm‘llul Savings for cach-sector uud not nurwu:l\,
résalt in ulurtiull end-ol-ycar dVdIlel]l(lL\ Tactors other than the dollar exche ange rate
have a very Slj:,nlllbdl'll rmpael .on final appmpnalronb requnemems for the varidus
chapters for-a year, for example the volume of exports, the.level of world prices in

dollars- or ﬂuctuatlons in the rate of payments - The availability . or. otherwise of -

approprlatlons for a. chapter at the end of the ; year is determmed therefore by all of these

i aetors

lhe avarlablhly of lunds in Lhapler B-15: fruit and veg,elables means: lhdt a tramler can
be made to the monclary reserve ‘ : o

!

The: ( nmnussmn is lherelme pr(.senllng, lhe Inlluwmg, lmnslu pmpusdl to: th Huclg,el '

'/\ulhnnly o .
QU willion
1~'r§)}§1 Clrrrpter BI-15: 0 -‘ "_I"'r.‘ui.lunq vcgelnbles": ‘, o K -78
- To ChapterBl-GO . Monetaryreserve +78

I he budget headmgs to WhICh the transfer applies are shown i in Annex II

».-(,.‘,'

o ‘ It should again be: made eIcar that under Article 12(3) of the Decrsron of 31 October',- :
) "1994 -any.savings made and transferrcd to the monetary reserve which remain there at,

" the end of the 1 umnual year are cancelled and contribute therefore to the build-up of: a
budg,ct surplus which is entered as a revenue item in the budget for the: k)llowm;, year -
hy means ol a Ieller of mnenclmenl o lhe plellrlrlnaw dralt hudg,el for- 1hL Inlluwm;:,,
'ye.u L L




N - R . . .
" ANNEX I - Caléulation of the impact on EAGGF Guarantee Section expenditure of changes in the dollar-rate: 1998 ﬁnahcial year
- Average world Technical Average world -, Weighted . World price converted mto ecus .|, Unit impacx"of Quantities Total budget impact
price recorded adjustment . .priccused | averagerate . " gapin rates . concemed ”
coefficient : : ’ :
7| Attae SI=ECU | 7 “Ataverage .
. 083 . weighted rate
recorded
. (5o . _ . (51) -4 S1=ECU) - (ECUn (ECUn . (ECUt) (1.000 t) ECU (A) Dual rare " ECU (B)
. . . : S . .| miltion : million
a . b e d=bxc .} e "] f=dx083 ‘g=dxe hi=f-g . - i - j=hxi k 1=jxk
Cereals and rice - ) : ; ) . o . . ] . : o 2
- Common wheat ' <135 1.00 1354 - 091 - 1148 L1229 T8 11580 (1) 939 1.011 .03
- Barley _ 101 “1.00 o+ i 090 N X . 909 50, 5276 (1) ".264 ronn | T
- Durum wheat ) . © 218 4 1.00 S 218 . 091 1853 S 1984 |- . 131 > 0o ) 0.0 1.00" 1]
- Other cereals ) S U rA A 1.00 07 | #1091 . 91.0. | 1974 ' 6.4 2855 (1) -183 1.008 18
- Rice (milled equivalent) : 375 1.00 375 - © 0907 . 318.8 . U337 “18.7 176 . -3.3 : 1.014 -3
Sugar 288 : 1.00 T8 © 0917 Toaus 2621 173 2.902 -50.2 ©oL010 -51
Non-Annex H products S SR o ' - . . : .
- Common wheat ‘135 1.00 ) 135 091.. o 1148 o129 =81 335° 2.6 1.009 -3
-Barley ) ‘ v 101 1.60 101 . 1090 . 89 | T 909 © 50 550 28 1.009 3
- Durum wheat . : 218 1,00 ng | - 0917 oasssc| - ~198.4 131 .0 0.0 1.009 0
- Other cereals : 16 | .-1.00 1é CooL 091 - 986 | - .105.6 7.0 1742 - -122 1009 | .12
. Rice i ‘375 1,00 : 335 - 090 L3188 - 3390° 202 n 202 1.009 G
- Sugar _ 288 1.00 w88 08| TL2448 : 262.1 173 635 -11.0 1.009 -1
B. EXPORTS FROM PUBLIC
STORAGE ‘ C ! S N -11
- Common wheat . 140 ] 1.00 140 . . 089 . 119.0 1246 5.6 . 620 -3.5 1.007 -4
- Barley .7 . 1.00 ] . et 60.4 .64.6 -2 . 530 224 1.007 2
- Maize 104 1.00 104l -0 092 T 884 95.7 73 200 -1.5 1.00° -2
-Rye 79 1.00 9 - r 09 - 672 723 355 © 450 28 1.007 -3
C. AIDS - S y -+
Starch (production refunds) 116 ’ 1.60 186 . 0.90 . .o 18] 168.1 -10.0 3.350 2335 1.009 | 34
Sugar for chemical industry E . 288 1.00 288 . 0.91 .28 | 262.1 173 255 44 1.008 -4
Fibre plants (cotton) . ' : e : o ’ pm. ‘ pm
Islands and most-remote regions g : : L - C o :
- Common wheat 135 ©1.00 135 o091 [ T 148 L 1229 - . 300 : 24 | 1.004 2
- Barley 101 - 1.00 . o T 0% .- 859 909 - =50 104 ; - 05 1.004 B
. Durum wheat . i . 218 1.00 ] 1u8{ 091 | 1855 |~ 7 1984 130 7 0.1 1.004 0
- Other cereals . 107 1.00 107 . . 091 ) 91.0 o “974 S X . 347 : 2.2 1.004 -2
- Rice (milled equivalent) B 5| 1.00 375 0.90 1 E-¥ 2 3375 | - . 187 14 1 k] 1.004 0
- Sugar ) 288 - 1.00 . 288 0.91 . 2448 262.1 -17.3 46 -0.8 1.004 -1
TOTALA+B+C ' 1N ' _ T o - - - -375,1 278
A}

.~ NB.: On the basis of the figures in the Table, a change in the dollar rate of 10 % would lead to a change in expenditure of ECU 411 million

(1) Excluding quantities exported subject to charge or with zero refund.




EXPLANATORY REMA_RKS TO ANNEX &

- MA it n eyl wme e vmswpra e oeoraom e s s s e A £ o s e emrernneee

| : (,olumn (a) .of the tables gives all the budget headmgs Wthl‘l are affected exphcxtly and dlrect]y
by movements in the value of the dollar as. agamst the exchange rate used in the budget.

C olumn ( b) gives csllmatcd dvcra;,c world prices in dollars lor the period concerned.

They corrcspond uthcr lo the average %llmg prices of (,omunlty producls whcn cxponcd orto

“prices used for the caleulation of the various aids.

These prices are mulllpllul by an adjusting cocfficient |co|umn (] md:cdtmg the wu;ahtmb of
Ahe world.price-used to dclcrmmc an aid or refund.. For example, 1.6 llmcs the world price-for .
4"ma|/c is uscd in dctcrmmmb lhc pmducllon rclund Ior slarch :

(To’lumn (d)givcs zlvcrugc world pric‘cs in ‘dollurs corrcclcd by the u(liusling cocl'l'lcicnl.

( olumn. (c) gives lhc avcmg,c dollar/ecu ¢xchange rates rccordcd cstabllshcd per headmg on
~ the basis of a wu;,htm;, taking dccount of the seasonal nature. of - lhe quanlltles ellg,lble for
: cxporl rclunds or C nmmumly alds : o

' Columns (l) and’ () 1_.,IVL lhc u)rrccu.d avcr.lgc wor ld prlcu. convcrlcd into ceus using the
g cxchdm.,c rale adoplcd in the. hudg,cl of $ 1 =ECU Q. 8'5 and lhc lu,ordcd wu;,hlcd avcrabc rates,
S in u)lumn (¢). : : A

l he unit impact of the hlg,hcr value of thc dollar is ;,lvcn is column (h} in ecus per tonne.

“This unit amount multiplied by the estimated quantities {column (i)} qualifying for aids and/or
. refunds. during the period under review provides the impact: exprcsscd in agrlculturai ecus:
4[column (1)] and bud;,cl ecus [column (l)] ’ .

BRI
T




.. ANNEX
GENERAL BUDGET 1998 .
SECTION 11 - COMMISSION - PART B
TRANSFER OF APPROPRIATIONS No 35/98

COMPULSORY EXPENDITURE

'InECU

FROM

CHAPTER BI-15: -~ * FRUIT AND VEGETABLES
Article BI-150 ; 'FRESH FRUIT.AND VEGETABLES

ftem !}]-IS()()-: o I-'.);p(;)rl' relunds o o (:()IlllliiII]IClllS/'l = 10.000.000
ltem Bi-1502: .- . (',)pcrz;tiganal fund for . Commitments/© - 20.000.600
' - - producer organisations - payments ‘
Itém B1-1505 - R ‘Mcastres 10 improve 2 -"thm'ilmcntS}’ © 0 -23.000.000
' ' : production - 4 payments O TS

Atticle BIZISI: ' PROCESSED FRUIT AND VEGETABLES = -

licm BI-i511%- 7 . Production aid for " Cb’mmitmen‘t:s/"-' s “IO;OO0.0QO

processed o -7 ‘payments - .
- tomate products =
Tem 131-1513 :; . Production aid and intervention  Commitments/ - - 15.000.000
‘ for processed ’ payments ' '

dried grape products -

TO

- CHAPTER B1-60: - MONETARY RESERVE )

ARTICLE BI1-600 : MONETARY RESERVE.  * Commitments/ . +78.000.000
' ' payments ' :

THE FINANCIAL CONTROLLER APPROVED THIS PROPOSAL ON 05.10 1998 IN ACCORDANCE WITH ARTICLE
2607) OF FHEFINANCIAL REGULATION AND CERTIFIED THAT THE APPROPRIATIONS ARE AVAILABLE.
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