COMMISSION OF THE EUROPEAN COMMUNITIES

SEC(91) 338 final Brussels 22 February 1991

PROPOSAL FOR REVISION OF THE FINANCIAL PERSPECTIVE
ANNEXED TO TEE INTERINSTTTUTICONAL AGREEMENT OF 29 JUNE 1988

(presented by the Commission)



In the face of the changes and crilses affecting the international scene the
Crmmund ty must be in a position to provide proper financing for the
initiatives which 1t will have to take in the area of external relations

To meet these specific requirements the Cammission proposes an overall
increase for 1991 ard 1992 in the celling for heading 4 of the financial
perspective The type of operations which thls increase is Intended to
cover 1if need be together with the factors determining the amount and the
arrangements for implementing the changes are described in detall below

1 At the very beginning of the year the Commission presented to the
hudgetary authority a proposal for revision of the financial
perspective in commection with the granting of technical assistance to
the USSR which was agreed in principle by the BEuropean Councll in
Rome It is therefore proposed to increase the ceiling for heading 4
by BCU 400 million in 1991

2 On 4 February this year the Council approved a twin approach

- to grant financial assistance to Israel to mitigate the economic
impact of the Gulf conflioct

-  to grant symmetrical financial assistance for the occupied
territories

The Cammunity contribution for this assistance will total same ECU 250
million in 1991

3 Ongoing developments on the internmational scene could result in further
Community initiatives besides those on which a political decision has
already been taken entailing additional experditure (Middle East
Eastern Europe and the Balkans Horn of Africa etc ) Moreover with
international tension heightened as it is the likelihood is that the
need for Commnity aid will spill over beyond 1981 and that a simjlar
effort will have to be envisaged for 1992

4 Rather than carry out a serles of revisions of the financial
perspective as and when concrete needs arise, it would be better to
effect a single increase in the ceiling for heading 4 making it
sufficient to cover new expenditure that might be needed on external
opeartions in 1991 ard 1992
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The series of one-off revisiong of the financlal perspsciive s.nce o
1820 are disruptive both in terms of tne sound management ol CSOUTCoS
since they make it impossibkle to pursue the tesk within an urdersd ting
framework and for the smooth running of the budget procedurs

Th.s approach -~ involving a global revision - accorde with the purpose
of the financial perspective itself which is mesant to provide a
medium-term framswork for the development of Community sperding

The maxtimum size of increase possible is determinad by the margin
available between the celling set for own resources (1 18% of CYP in
1891 and 1 20% in 1€92) and the total paywent appropristions reguired
under the financial perspective as 1t currently stands This nargin
amounts to ECU 3 400 million in 1891 and will be somewnere in the
region of ECU 2 800 million in 1892 after adjustmant for inflation ard
in line with the conditions of implementaticn of the financial
framswork for that yesr

The scale of the revision envisaged measured sgalnst these avallable
margins would have to take account of other risks and uncertainties
too besides those surrounding the Commnity’'s external policy In
this comnection the joint statement adopted by Parliament the Council
and the Commission on the occasion of the revision carried out to
accamodate German unification has to be borne in mind here the three
institutions agresed that if agricultural expenditure resulting directly
from German unification could not be fully financed within the limits
wilithout affecting the smooth operation of the common agricultural
policy and if the Commission therefore felt that additional
appropriations should be ralsed beyord the present guldeline the
Cammission would put the necessary proposals (amendment t0 the Decision
on budgetary dlscipline and revision of the financial perspective in
accordance with the 1288 Interinstitutional Agreement) before the
Council and Parliament to enable the budgetary authority to examine
them as swiftly as possible

Given these factors the increase in the total payment appropriations
nesded for new external operations should not exceed ECU 1 000 million
in 1982 so as to leave a sufficient safety margin Although a larger
margin 1s avallable in 1881 under the own resources celling additional
payment appropriations of BCU 7C0 million would seem to be the maximum
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that 1s reascnable since implementation of the new experditure is
bound to uild up only gradually and some payments under commitments
madc in 1991 will have to be booked against the margin available in
1882 Account also has to be taken of the fact that BCU 500 million
has already been entered in the 1991 budget for aid to the 'fromt-line'
swates in the Gulf crisis

In terms of commitment appropriations it is proposed that the ceiling
for heading 4 be raised by ECU 1 000 million in 1891 to cover technical
assistance for the USSR (BCU 400 million) and financial assistance for
Israel and the occupied territories (ECU 250 million) This would
leave ECU 350 million for other external operations In 1982 it is
rroposed that the heading 4 celling be raised by ECU 1 200 million
This sum would not be allocated between specifioc operations at this
stage being intended as overall cover for possible requirements
arising from contimued aid to the USSR and measures linked to the Gulf
crisis or other emergencies or crises

The increase in the total of payment appropriations means that an
additional margin will have to be made available under heading 5 to
meet a corresponding increase in refunds to Spain and Portugal in 1991
It is proposed to create this margin by reducing the stock
figure by ECU 3 million in 1891, leaving the ceiling for heading 5

ed The amount of refunds estimated for Spain and Portugal in
1882 would be affected only very slightly by the proposed chandes

12 The recent revisions of the financial perspective have, de facto
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overlapped with the normal budgetary procedure, where & joint decision
is taken by the two arms of the budgetary authority To offer them ar
equivalent guarantee, it is proposed that the amount to be entered in
the budget for operations that may be financed in 1991 under the margin
left available at this stage following the increase in the ceiling for
heading 4 and in 1992 under the increase in that ceiling, should be
determined by agreement between the two arms of the budgetary
authority

The present proposal is based on point ¢ of the Interinstitutional
Agreement It incorporates the proposal already made for aid to the
USSR in 1991 (OM(S80) 691 final) which is therefore withdrawn



14 The proposed increase in the ceiling cf the financisl perspeciive rust
g0 hand in hand with a requirement for strict budgetary management
The Commission therefore intends, irrespective of any change that may
be decided in the financial perspective to make partial allowance in
the preliminary draft budget for 1902 which it is due to present
shortly for the likely contimued financing of ths excsptional 1691
external operations



Decision on the revision of the financial perspective
cneed to the Interinstitutional Agreement of 29 June 1988

Tne Buzopean Parliament and the Council of the European Communities

Having regard to Article 4 of the Interinstitutional Agreement on Budgetary
Discipline and Improvement of the Budgetary Procedurel

Having regard to the Commission proposal

Whereas the Rome European Council on 14/15 December 1980 agreed in
particular to grant financlal assistance to the USSR whereas the Council

acided in principle on 4 February 1991 to grant ald to Israel and the
occupled territories

¥hereas the Community must be in a position to finance other initiatives
which it may take in the area of its external relations field to meet
possible crises and to strengthen or extend its cooperation with the
countries of Central and Eastern Europe including the USSR

Whereas the celling for heading 4 (Other policies) of the financial
perspective and the total of payment appropriations required need to be
increased for 1891 and 1992 for this purpose whereas the conditions for
the actual use of these additional amounts should be spelled out

Whereas the increase in the payment appropriations required involves an
increase in the amounts to be reserved in the context of the financlal
perspective for refunds to Spain and Portugal  whereas part of the stock
disposal heading will not be required in 1991 and 1992

HAVE DECIDED AS FOLLOWS
Article 1

1 The celling for heading 4 (Other policies) of the financial
perspective is hereby raised by ECU 1 000 million in 1991 and by ECU 1 200
million in 1992 for non-compulsory expendlture

1 OJ L 185 15 7 1988 p 33 et seq



2 The total of commitment appropriations is inoreased by the same
amounts respectively in 18081 and 1892 The total of payment
aprropriations is increased by ECU 700 million in 1981 and ECU 1 OCO
million in 1992

Article 2

1 The increase for 1991 is intended in particular to finance technical
assistance for the USSR of up to BECU 400 million in commitmeant
appropriations and ECU 200 million in payment appropriations and add to
Israecl and the occcupied territories of ap to ECU 250 million in commitment
appropriations end BCU 200 million in payment appropristions

2 Any amount under the increase in the ceiling for hesding 4 for 1891
that is not used to finanos operations of the kind indicated above and ths
increase for 1292 may only be used to finance external operations linked to
strengthening or extending aid to the countries of Centrsl and Eastern
Europe including the USSR, or operations to deal with emsrgencles or
crises outside the Coummmunity

3 The amount to be entered in the budgdet for each operation that may be
financed in 1821 under the margin left avallable at this stage following

the increase in the celling for heading 4, and in 1892 under the increase
in the celling for that heading shall be determined by agreement between
the two arms of the budgetary authority on a proposal from the Commission

Article 3
The stock disposal figure under heading 6 (Refurds axd administration) is

hereby reduced by ECU 3 million in 1991 the celling for the heading
remaining unchanged

Done at Brussels

For the European Parliament For the Council





