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CO Q
AND TQ THE MEMBER STATES

¢ AUTONOMOUS SUSPENSTON OF CUSTOMS DUTIES

The %ingle EBEuropean aAct amended Article 25 of the Treaty by
granting the Commission a power of initiative with regard to
the autonomous suspension of customs duties. Suspensions are
now approved hy the Council acting by a qualified majority on
the basis of a Commission proposal whereas, formerly, they
required unanimous  Council approval and did not involve a
proposal .

This gave mise to an increase in the number of requests bheing
accepted by the Member States, on a case-by-case basis, in the
absence of a specific community policy,

In keeping with this practice, even after the Single Act come
into force, the Member States have bheen adding products other
than those proposed by the Commission, This state of affairg
has created difficulties between the Commission and the Council
when decisions are made On SUSPENsSI1oONs,

The aim of the present communication is to define the guiding

principles which the Commission inptends to Follow in drawing up

ite proposals. Tor the sake of clarmity and transparency,

it 1% essential t the Council, the Member States and the
economic  operators be anformed o the criteria which the
Commission will use in exercising 1te power of initiative,

The objective pursued by the Commissior in determining these
guiding principles, 14 not Lo modify Community policy in this
tor, but to specify the economic reasoning of the Comunity
with which this policy should comply.

In terms of the vommunity's international trade, products

benefitting from suspension represent a very small proportion
of the total trade Cin Tthis pes U, the uncollected customs
duties amount to about of the tolbal of customs duties
collected by the Community),
A breakdown of the principal sect
shows  that chemical ond pharmaceut products  benetit from
40% of the aforesaid amount. The remainder 4% shared among
microelectronics  products  (z0%), agricultural products (10%)
and products for the aircraft industry (10%),
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The Commission intends to follow the general policy defined 1in
this communication and the corresponding rules, with effect
from the second half of 1vuy,

It would therefore ask the Member States to ensure that the
requests for suspension transmitted to it in September 1989
contain already the information required for the implementation
of that policy,

Article ¢ of the EEC-Treaty states Uhat: "“The Community shal’
be based upon a customs union which shall cover all trade n
goods and which shall anvolve ......... the adoption of a
common  customs  tarifFf din Ce s relations  with  third
countries",

since 1948, the Community has applied this common ¢ustoms
tariff as one of a4 set of measures designed o promote the
efficiency and competitive capacity of ite industry on  an
international scale.

In addition to promoting industrial development within the

Community, the collection of the duties Tard down by this
tariff ds intended to strenghten the Community's industrial
production capacity, tTherchy making it easier Tor its producers
to compete with thivd country suppliers.
Consequently, except where the Community grants exemptions, the
duties laid down in the tariff must be paid in respect of all
imported products. Payment or these duties therefore
constitutes the normal state of affairs.

The suspensions approved on the basis of article 28 of the
Treaty constitute an exception Lo the normal state of affairs
since, for a given pervod, they permit non-payment of all
(total suspension) or some (partial suspension) of the duties
applicable to imported goods,

In this connection, it should be pointed out that goods
imported under the suspension arrangements enjoy Freedom of
movement throughout thre  Community; then again, onge d
suspension 14 granted, any operator in any Community country 16
eligible to benef1t from 1t. This means that a suspension
granted in response to a request from one Member State could
have consequences For all the others, and that the sector
should therefore be administered on the basis of c¢lose and
extensive cooperation between The Member 6 o and  the
Commission to enable the latter to verify that due account is
taken of all Community inTerests,
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characteristics of "tamitf suyspensions”

2,31, Aarticle 28 of the Treaty covers the autonomous alteration to or

Z.38.4,

2.4.1.

suapension of duties in the common customs tariff,

The text of this Articie makes 1t apparent that the legislative

authorities had toreseen that it should be possible to make
different types of change to  the common customs tariff.

Consequently, in the case of a change of a lTasting nature, an

alteration is called for and, 1n other cases, a SUSPENSION ig

appropriate,

It follows from the foregoing that suspensions should be
Timited in time (s1x months or one vear, with the possibility
of prolongation) and that prolongation should not be automat:ic.
Indeed, the systematic prolongation of a suspension would imply
the tasting need to supply the Community with certain products
at reduced or zero-rates. In this case, the commission should
propose, where appropriate, an alternative solution, such as in
the framework of the trade policy (negociation or amendment Lo
the tariff, for example).

The same applies whenever the Commission vecognizes the need
for correcting a tariff anomaly.

Moreover, since suspensions  constitute an  exception to the
general rule represented hy the common customs Cariff, tThey
must ~ Vike all derogations - bhe applied in a coherent manner,

Lastly, to avoid bheing discriminatory measures fFavouring a
single operator, suspensions must be open to all enterpris
that 14, both to Community beneficiaries and to third-country
suppliers, This means that a suspension will not normally be
granted 1n respect of goods covered by an exclusive tragding
agreement; .

<
9,

The role of tariff cuspensions

The Commission considers Yhat customs duties have a particular
economic function., Suspensions, which are intended Tully or
partially to cancel their effects over a given period, may be
granted only for specitic and valid reasons.

Furthermore, as These duties are regarded as the Community's
own resources, the coconomi ¢ reasons given should be assesced in
refation to the gencral donterests of the Community.

Thus, by allowing enterprises to obtain supplies at a Tower
cost Ffor a certain period, 9t becones poscible Lo stimulate
gconomic activity  within  the Community, to improve ‘the
competitive capacity of 1re undertakings and, in particular, to
enable the latter to rediuce consumer prices, create employment
and modernize their structures,
These are all facters from whreh  the Community  economy

witimately benefite.
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It s not possible to provide an exhaustive account of all
these situations., Tt seems preferable to indicate, in addition
to cases in which a suspension 1g justified, instances in which
the Commission considers that suspension should not he granted
on the grounds that 1t offers no improvement Tor the Community
“Conomy .,

Products in respect of which a tariff syspension might be

grant e

Fver since Cheir tntroduction at Community level, the main
purpose of suspensions has been to give Commumty undertakings
access to raw materials, semi-Finishetd goods and components
that are not available in any of the Member States.

The Commission considers 10 appropriate Lo maintain this
approach. In exceptional however, SUSPENSTON
arrangements can be adopted in res of products subject to a
greater degree of processing than those mentioned above and can
even apply to fimshed goods. Nonetheless, the importation of
components, under suspension, for pure-and-simple assembly by
Community industries, must be avoided.

Those who benefit from taritf suspensions

The wmain bheneficiaries of tariff suspensions are the wanu-
facturing and processing companies.

special attention will be paid to the interests of small and
medium-sized undertakings, although efforts will also be made
not to congest the lista of products covered by suspensions
with goods subject to an economically-insigmficant amount of
duty.

sSuspensions currently in force

A statistical investigaltion s being conducted in respect of
existing suspensions, which are to be systematically examined
by the Economic Tariff Questions CGroup, starting with the
Tongest-running requests,

For all of these reasons and with the Foundation of the
experience gained s:ince 19461, the Commission intends T011owing
the Tine of action as indicated below, in 1ts proposals Lo the
Council.
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The main purpose of tariff suspensions is to enable Community
enterprises to use raw  materials, semi-finished goods or
components without being required to pay all (total suspension)
or some (partial suspension) of the doties laid down in the
common customs tariff,

suspensions are proposed after a thorough examination of the
gconomi ¢ reasons on which the requests are based and only in 6o
far as they seem likely to henefit the Community economy. The
maximum duration of a proposal for suspension 1% one year,
though prolongation is possible,

In principle, unless the Community interest dictates otherwise,
and in deference to international obligations, no suspension
will be proposed for the following examples:

where identical, equivalent or  substitute products are
manufactured in sufficient quantities within the Community. The
same  applies in o cases where, tn the absence of  Community
production, suspension could result in  a  distortion of
competition between the Member S$tates with regard to the
fFinmished products in which the goods in question are To be
incorporated, or in products of a related sector;

where the goods in question are Finiched products intended for
sale to consumers without further processing;

where the goods tn gquestion are covered by an exclusive trading
agreement  which  restrmicts  the possibility  of  Community
importers  to  purchase these products  from  third-country
manufacturers;

where the benefits of the suspension are unlikely to he passed
on to the Community processors or producers concerned;

where  suspension would entail a conflict with any  other
community policy.

Partial taritt suspensions or tariff gquotas may he proposed in
exceptional cases where identical, equivalent or substitute
products are not manufactured on a sufficient scale within the
Community to meet the reguirements of  all  the relevant
processing and manufacturing compantes,

In zction, account should be taken, where appropriate,

of ¢ ial damage o any new Community production and of
any under-utilized manutacturing capacity which could be made
available in the Communily,

Total or partial suspension may he proposed in prespect of
customized products, i &, products ordered Tfrom a Fforeign
supplier which meet the purchaser's vparticular specifications,
it the main potential Community suppliers were unable to supply
the products in question or to meet rhe stated requirements as
regards deadlines, quantities and technical specifications.
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The possibility of granting some degree of suspension in
respect of a product that is, or may become, the subiect of
anti-dumping proceedings will be assessed with reference to the
status of that product in the context of all relevant Community
policies.

Bearing in mind their pature, tariff suspensions should not be
protonged systematically, as a general vule,

As far as possible, the equivalence of imported and Community
products 1% assessed with reference To oblective criteria, due
account being taken of the essential physical characteristics
of each, their intended Tunction and, 1o particular, their mode
of operation,

Aany  difference v price between the itmported and Community
products 1% not taken into account in this evaluation,

In accordance with the provisions in  the Annex hereafter,
requests for the suspension of customs duty must be submitted
by, or on behalf of, Community processing or manufacturing
companies, identified by name which are adequately equipped to
use  the amported goods in their production processes.
Applicants must prove that they have recently made a genuineg,
though unsuccesstal, attempt to obtain the goods in question or
equivalent  or  substitute producty from the main potential
Community suppliers,

They must also provide the information which will enable the
Commission to  examine their reguest on the basis of Uhe
criteria laid down in  this  communication. For practical
reasons, resquests are not normally considered when the amount
of uncollected customs duty in question 16 estimated to be 1ess
than 20 000 ECU per year for the whole of the Community,

¥
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Experience gained in this area suggests that the best way of
administering this sector involues the collection of requests
in such a way as to ensure that, when approved, suspensions
enter into force on either 1 January or 1 July of each year,
This grouping facilitates the treatment of these measures
within the framework of TARIC (Tariff inteégré
communautairesintegrated Community tariff) and, consequently,
their application by the Member States. To this end, the
Commission will make every effort to present its proposals for
suspensions to the Council in sufficient time for the relevant
Regulations to be published in the Official Journal of the
European Communities at least two months in advance of their
entry into force,

In accordance with the administrative procedures in force in
the other customs gsectors administered by the Community, and
with a view to speeding up the procedures involved, requests
for suspension are transmitted to a central office in each of
the Member States and sent, on their responsibility, to the
relevant Commission department (DG XXIzAs2) as and when they
are received from the applicants, though not later than :

- 15 March in the case of requests for suspensions to enter
into force on 1 January of the following year,

and

- 15 September in the case of requests for suspensions to
enter into force on 1 July of the following vear.

Requests for the suspension of customs duty must include, in
particular, the following information

1. a detailed description of the product in question (ingiu-
ding its mode of operation in the case of electronic goods)
together, where appropriate, with a descrmiption drawn up in
accordance with standard customs practice;

the relevant CN code;
A, the structural formula in the case of chemicals;

4, the value Cin ECW) and quantity of estimated annual
imports;

K, the value Cin ECUY) and quantity of imports in the
preceding vear;

4. the estimated amount Cin ECH of uncollected own
resources ;

7. details of the intended use of the imported product,
the type of product in which it is to be incorporated
and the end use of the lTatter;
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o particulars retatinag to the producer, aporter and
Final user;

v, detatls oFf the Communi oy companies approached with a
view o the suppie o vdentical, equivalent or
substiture products, tve results of those approaches
ot a Full explanation of the unsuitability of
Community products for the purpose in gquestion.
such approaches must be made before the products
covered by the suspension request are ordered and,
in the case af customized products, before inital
contact is made with the thivd-country producers
concerned;

10, a declaration by the applicant that the products 1n
question are not subject to purchasing or distribution
restrictions (exclusive trading agreement or licence);

11, details of the potential economic benefits to the
Community, for the suspension requested.

As far as possible, regoests are to submitted in accordance
with the model on pages 4 to 4 hereafter. This model may,
however, be modified to take account of special requirements,
with particular reference to computer operations,

Requests for suspension are to be accompanied by all the
documentation required for a thorough examination of the
MEASUTES concerned (technical data sheets, explanatory
leaflets, sales literature, statistics, etc.).

If any of the items of information mentioned in paragraph 3 is
confidential, it may be sent to the Commission under separate
cover. Nevertheless, the Chairman of the Economic Tariff
Questions Group may communicate this intormation to another
Member State at its express request, provided that all
necessary measures are taken to protect its confidentiality.

When it is deemed necessary, the Commission may ask the Member
state concerned to provide any additional information, relating
to a request for suspension, which it considers indispensable
for the preparation of a proposal to the Council.

Requests for suspension will be examined by the Commission,
which will consult the Economic larmitr Questions Group in this
conngction. For each of the two sets of requests mentioned in
paragraph 2, this Group will meet under the auspices of the
Commission in accordance with rejuirements and with the nature
of the products to be considered.

Objections to a new request must be raisea not later than the
second meeting of the Economic Tarmitt Questions Group relating
to the period in question. In the case of agricultural products
and products intended for wuse in aircraft, however, such
objections must be raised at the first meeting.
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At objections must be accompanied by a written statement of
the grounds on which they are based and must include, in
particul ar, the Fullest possible information  concerning
Community production of the goods in question or of equivalent

or substitute products and the names of potential suppliers. A

copy of all objections wmust be sent to the Commission at the

same time as to the Member State concerned.

The above-mentioned criteria also apply to the prolongation of
existing suspensions. Where the Commission considers it
net ary, a new request must be duly submitted ndicating, in
particul ar, the quantities  amported under  the existing
suspension arrangements  and  the conditions of  purchase.
Ohjections to the prolongation of existing suspensions must be
raised not Tater than the Firet meeting of the Economic Tariff
Questions Group,

Given that the requests for suspension are submitted by the
Member states concerned, 1T 19 the responsibility of the Member
States to provide applicants with the fullest possible written
atatement of the reasons For refusing a request for suspension,
This reguirement alse applies to requests which the Member
states decide not to notify Lo the Commic

550N .

Requests for suspension that have not been accepted by rhe
Commission during a grven period for proposal o the Council
wiltt bhe reconsidered only in so far as they contain fresh
information,
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REQUEST _FOR_TARLFF SUSPENSTON
(Member State )

Request submitted by
address
Telephonestel ex/fax

Product description Cin accordance wirth standard customs
practice)

Detailed description of the product including, in the case
of electronic products, mode of operation

Combined Nomenclature code
CCT rate
CCT rate requested
Anticipated annual dmports
value Gin ECU)
quantity Cin statistical units)
Curvent imports (preceding vear)
value Cin ECU)
- quantity Cin statistical unmits)
Period requested

“ed customs duties Cin FCUY

Estimated uncollec

Intended use of the rmported product, type of product in
which it % to be incorporated and end- use of the Tatter

10
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Name and address of producer

Names and addresses of the tmporter and ot the user

Peclaration by the appircant that the dmported products are
not covered by an exclusive trading agreement

a) Names and addresses of Community firms approached with a
view to the supply of identical, equivalent or
substitute products

by Dates and results of These approaches

¢) Reasons For the unswitability of Community products for
The purpose in gquestion

d) Customized products (yes o no)

Economic benefits of suspension Lo the Community

M



17, special remarks

19, Empirical formula

19, CUS No (Reference numbuer in buropean Customs Inventory of
Chemicals)

20,  structural formula

Enclosures

tdate)

NB : If any of the above-mertioned items of iniormation is
confidential, it may be sent to the Commission under
separate cover,





