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Article 14 of Regulation No 2892/77 states that the Regulation should
apply from 1 Jamuary 1978 for a transitional period expiring on

31 December 1982 and that the Council, acting unanimously on a proposal
from the Commission, should adopt, before 30 June 1982, the provisions
relating to the definitive uniform system for levying VAT resources and

the detailed rules for implementing this system.

I ~ THE TRANSITIONAL PERIOD AND THE CHOICE OF A SINGLE METHOD OF
DETERMINING THE VAT OWN RESOURCES BASE

Ta Although the Council, when it adopted Regulation No 2892/77,
considered it necessary to arrive at 'a uniform system for the levying of
VAT own resources, the Member States were given the choice of two
methods of determining the own resources base for a transitional period

of five years:

(i) method A or returns method (Section A of Title III of
Regulation No 2892/77) where the base is determined by reference
to the information contained in the returns made by taxable persons

for a given year;

(ii) method B or revenue method (Section B of the same Title), where the
base is determined by applying a weighted average rate calculated
essentially from statistical data to total revenue collected in a

given year.

The five year transitional period was to be used for preparing the
jntroduction of a definitive system; ite content and the rules for its
. application at the end of this period should have been laid down on the
basis of a Commission proposal to the Council (fourth recital of
Regulation No 2892/77).

However, most of the Member States had difficulty introducing the

Sixth VAT Directive* with effect from 1 January 1978, and only two Member
States did in fact manage to do sc. 4 Ninth VAT Directive¥¥* deferred by
one year, i.e. to 1 Jamumary 1979, the deadline by which the other seven

should implement it.

*Council Directive T8/308/EEC of 17 May 1977, 0J L 145, 13.6.1977,
#¥Council Directive ?S/SSB/EEC of 26 June 1978, 0J L 194, 13.7.1978.
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For 1979 only four more Member States were able to complye. The last
three Member States were unable to implement the Sixth Directive until

some time in 1979 or 1 January 1980,

The derogation provided for in Article 4{2) of tbe Decision of

21 April 1970% cculd be effective only if the uniform basis of assessment
was applied in at least three Member States; this was not the case until
1 Januwary 197%. Effective application of Regulation No 2892/77 thus had

4o be deferred to 1 January 1979 in the case of six Member States and to

1 January 1980 in the case of the three others.

‘

2 One of the consequences of the entry in force of the Sixth Directive
being staggered over three years has been to shorten - by two years in
the case of some Member States - the five years considered necessary by
+he Council and previded for by Regulation No 2892f7? 1o prepare for the

intreduction of a definitive system for VAT own resources.

In addition tc this delay in asciunally applying Regulation Ne 2892/77

(two years in the case of three Nember States and one year in the case of
gix Member States), it should alse be borne in mind that the Member
States are then allowed six months for preparing the statement of the
definitive haszse for a financiallyear {application of Article 10 of
Regulation Neo 2892/?7) and the Commission needs time to perform its

inspections (application of Article 12).

For the purposes of assessing the operation of the new VAT own resources
system, the Commission did not therefore have full informaiion concerning
a1l the Member States until it was able 1o check the first statements
from the three Member States which did not put the Sixth Directive in
effect until 1 Jamiary 198C. The Commission received these statements
by 1 July 1981 and checked them in the third (uarter of that year, bui

not all the problems could be settled.

3e  Subject to the observations in peint 2, the Commission can already

draw some conclusions from iis inspection activities,

The revernue method has proved exiremely complicated in practice; teo
implement it; the Commission has already had 1o give its interpretation
of many of the relevant Community rules, and the ¥~ have had

to devote considerable effort to interpreting statistico.

*OJ L 94, 2804+1970. .
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The Commission still maintains that the revenue method does not present
the same guarantees of consistency and accuracy as the returns method
However, it must be added that the Commission®s experience of the

returns method is limited to Denmark and Ireland, and some problems of

application have arisena

Tn this connection, the Commission is aware that, because of the
complexity of the revenue method, some Member States are considering
gbandoning it in favour of the returns method. Should they do so, the
Commission would then acquire wider eiperience of the returns method

and could give a more authoritative opinion on its operation.

However, the Commission at present has no information which would make it
go back on the pesition it took initially when, in its proposal to the
Council, it declared its preference for the returns method. However,
before all the Member States could adopt ihis method, some of them would

have to take internal measures; which would require some iime to prepare.

4. The Commission maintains that it has not been able to make use of
the full five years envisaged by the Council for establishing the content
of the definitive system and the rules for its application. However, it
can be secen that this amount of time is in fact necessary since neither
the Commission nor the Member States have yet come to any conclusion on
the matter. The Commission therefore feels that the choice of a
definitive system should be deferred and that the transitional period
should be extended by at least the two years which were lost from the

original five years specified by the Councile.

Three years are in fact requested to allow sufficient time {0 draft the

necessary provisions.




II -~ AIM OF THE PROPOSAL

5, Since Regulation No 2892/77 expires on 31 Deceniber 1982, the

Commission must send the Council a propesal foxr a new regulation.

The present proposal extends the existing provisions while improving

or supplementing certain poinise

Although, for the reasons set out in section I above, the Commission has
been unable to propose a definitive uniform systemy, it has considered it
necessary, in requesting extension of #he transitional period, to propoce
important amendments to specific points of the existing provisions,

mainly as regards applioation of the revenue nethod and the adminisiration

of the system by the Commission.

To date there have been no proposals under Article 28(4) for amending the
{ransitional provisions of the Sixth VAT Directive. The corresponding
provisions of Article 2 of Regulation MNo 2892/773 which deal with the
determination of the VAT own resocurces base where these 4ransiticnal
provisions are applied, have therefore ﬁot heen amended either, except
for the deletion of the reference to paragraph 2 of Ammex G %o the

Sixth VAT Directive.

6o As regards the follow-up o the findings of inspections*, it may be
noted that each inspection of VAT own resources so far conducted bty the
Commission has led to observations by the Commission's officials and that
these observations have nearly always had implications for the VAT own
resources hase. The Commission, which implements the revemue side of

the Community budget, must be able to administer the VAT own resources.

Wnere the Commission's inspectors make observations in their findings,

one of two things can happens

(i) the Member State accepis the Commission®s point of view and undertakes
to modify this aspect of the method for determining its VAT own

resources base:

~*See the report annexed.




the Commission acts accordingly end adjusts the amount given by

the liember State in the annual statemen% of the base;

(ii) the Wember State does not accept the Commission's point of view,
in which case the Commission must take any appropriate measures

within its powers and its obligations to administer own resources.

The new provisions proposed in this field, contained essentially in

Article 10b, would enable the Commission:

(i) tc make these adjustments all together once a year;
(ii) in certain cases not covered by the existing provisions, to take an
immediate decision to safeguard its rights, without having each time

to bring a case before the Court of Justices

Given that the Commission's inspections are annual, it is also proposed
that no corrections to the Member States’ statements should be allowed

after three years have passed.

8. As regards the calculation of the weighted average rate for the Member
States applying the revenue method, the inspections conducted by the
Commiseion's officials have revealed just how complex are the operations
performed by the Member States' authorities to keep national statistics for

the sole purpose of own resources.

The various methods applied in the Member States to determine taxable final
expenditure and break it down by rate have one feature in common: the
general ecconomic statistics drawn from the national accounts and presented
_ in accordance with the Buropean System of Integrated Economic Accounts must
be interpreted and broken down to reveal the actual tax gituation which has
to be analysed. Furthermore, the statistics needed for this analysis are

not always available in time or for each year.

The provisions proposed in the new Article 7 are designed to provide a better
definition of final expenditure of year n-2, which represents the Member
State's assessment base for the year n. They alsc amend the existing
provisions for dealing with cases where the Member States have experienced
difficulties, e.gs to adjust for a change in VAT rates during ithe year or to
take account of the final consump%ion of flat—rate farmers (consumption on

the farm and direct sales by these farmers).




III ~ DETAILS OF THE PROFPOSED AVENDMENTS

The proposed amendments are presented below in the samwe order as in ihe

original Regulatione

9, TITLE I — GENERAL PROVISIONS

The Commission is not proposing any amendments to this title,

10, TITLE II -~ SCOPE

P A N
-

Three changes to Article 2(3) should guarantee uniform application of the
Regulation and make it easier for the Member'States to determine the
correction, in their favour, of the VAT own resources base in respect of
transactions performed by taxable persons whose annual turnover does not

exceed 10 000 ECU:
(a) this provision is made optional;
(b) a rule for converting the 10 000 ECU limit is proposed;

(c) a method of calculation is proposed which should put all the Verber States
on an equal footing. The correction must be calculated in such a way as
to come into line, as regards own Iresources, with countries not applying

the exemption arrangements.

499 TITLE III -~ WETHODS OF CALCULATION

Article 3

ean mem om» ome e

" The only proposal concerning this article is a redrafting to remove the

reference tc the first year in which tbe Regulation entered into force.

P e

The object of the proposal is to clarify the term "agtimated assessment®,
gsince this type of assessment is not used solely in cases where there is an

absence of returns, owing to failure of the taxable person 1o fulfil his
obligations.
Article 6

R Y ]

This article is redrafted so that the mefhods of calculation are harmonizede.



The

proposals relating to this article are some of the most important.

Having conducted inspections in all the Menber States, in some of them for

two

financial years, the Commission sees the need for amendments to the

provisions governing the determination of the weighted average rate so that

the

(a)

(v)

(c)

(a)

(e)

calculation methods used by the Member States will be as uwniform as possible.

In order to produce a more accurate statistical picture of final
consumption for the year n-2, the categories of consumption to be

taken into consideration are more clearly defined.

A notional rate is applied to final consumption corresponding to
consumption on the farm and direct sales by flat-rate farmers in the

calculation of the weighied average rate {new paragraph 3),

The sources of statistics are rénked g0 that preferencé can be given
to figures from national accounts prepared in accordance with the
European System of Integrated Economic Accounts (Esa) for the

penultimate year preceding the financial year.

These national accounts prepared in accordance with the ESA should
be the main source of data; internal national accounts or other
sources should not be used unless adequate statistics of this type

are not available.

If the Member States have difficulties obtaining the statistics for
year n~2 in good time, they may, as in the past, seek authorization
to use data relating to a previous year under the procedure laid

down in Article 13 (new paragraphs 4 and 5)e

A simpler method than the present one is proposed which would enable
Menmber States to avoid having to calculate a new weighted average

rate when VAT rates are changed during the reference year (new

paragraph T)e

The provision for determining the weighting of each rate is redrafted.




It is proposed that more detailed rules be laid down for the calculation
of the undercompensation of flat-farmers for their input tax charge in

some Member Statese

Since Article 8(2) of the Regulation refers %o Article 25{3) of the
Sixth Directive, it would be appropriate to point out fthzt this is a
restatement of the principle of the special scheme that Member States
may undercompensate flat-rate farmers for their input tax charges. Put
from the point of view of the caleulation of the compensation, as with
the calculation of any other compensation under the own resources
arrangements, the exact effect of the structural undercompensation mast
be found for the year in question. To de this, it is necessary te
calculate the difference between the flat-rate percentage applied to the
 agricultural production of the flat-rate farmers and the input VAT

"charge for that year.

The reference in the same article to the average of the three previous
years is of relevance only for the calculaticn of the flat-rate
compensation percentages which, being fixed in advance for the sales of
the coming year, must relate to an average production figure in order to

eliminate annual fluctuations, which are frequent in agriculture.
Axticle 9

It is proposed that the provision be adapted:

(i) to take into account the expiry of the three years specified in

paragraph 2 of Annex ¢ to the Sixth IDirective;
(ii) to specify the limited scope of paragraph 4 in line with the

statement entered in the Council mimates,

12, TITLE IV - PROVISIONS RELATING TO THE ACCOUNTING AND MAKING
AVATLABLE OF OWN RESOURCES

Artigle 10

It is proposed that the article be adapted:

(i) to clarify the obligations of the Member States as regards the

content of the annual statement of the total final amount of the
base;
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(1i) to reflect the fact that all the Kember States have chosen the

calendar year as the twelve—month period.

Article 10a

e R

Since most Member States have each year supplied an estimate of the value
of the base for each category of transaction qualifying for financial
compensation, this article sets out, in greater detail, the provisions

previously contained in Article 10(4).

Article 10b

e sect v mew  wam

It is proposed that the current paragraph 3 be replaced by an article
containing the same statement of principle as regards correction of the
VAT base, while two further paragraphs be added stating how the Commissicn
takes into account the corrections made to the ammmal statement on its

own initiative from information provided either by the Commission or by
the lember States.

The consequences of these corrections as regards the ammual adjustment

of the VAT base of the Hember States are dealt with in Regulation No 2891/77.

13, TITLE V ~ PROVISIONS CONCERWING MEASUE:

Argicle 11

It is proposed that the first paragraph of this article be redrafted as

regards the provisions for the entry in force of the Regulatione.

Article 12

A third paragraph is added to indicate that the checks referred to in
Article 12 give rise, in most cases, to a correction of the VAT base of
the Menber States as contained in the annual statement for a given financial

years

Article 13

Since the Commission may wish to draw conclusions from the checks relating
to year n before proposing decisions relating to year n+i, it is not realistic

to allow only sixty days after receips of the applicatione T% is therefore

proposed that this time linit be removed.
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14, TITLE VI — FINAL PROVISIONS

Article 14
The proposed amendments ghould enter into force on 1 January 1983.

For the reasons set out in the first part of the explanatory memorandum,

it is proposed that the transitional period be extended by three years to

31 December 1985,

e
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ANKEX

PRELIMINARY REFORT ON THE TNSPECTION VISITS CONCERNED WITH VAT OWN RESCURCES

Article 12 of Regulation No 2892/77 describes the objectives and procedure
for the Commission's associated ingpections of own rescurces accruing from
VAT. These rules of procedure supplement those contained in Council Regulation

Ne 165/74 which apply tc all the Communities’ own resources.

A. These inspections mainly involve the examination and final verification

of 4he annual statement of VAT resources which sach Member State must

send to ihe Commission; they are not intended %o ensure that the Member Stales
are applying the provisions of the Sixth VAT Directive correctly. Neveritheless,
astablishment of the uniform VAT own rescurces base depends on the

correct application of this Dirzoctive.,
Article 12 of Regulation No 2892/77 reads as follows:

"}, As regards VAT own resources, the Commission’s checks shall be carried
out with the competent authorities in the Member States., During thouse

checks, the Commissicn shall ensure; in particular, that the operations to
centralize the assessmeni basls and to determine the weighted averaps rate
referred to in Articles 6 and 7 and alsc the total net VAT revenue collected
have heen carried cui correcily, and shall ascertain thal the data used were
appropriate and that the calculations made %o determine the amount of VAT
resources resulting from the transactions referred to in Article 5 {2) and {3),

end Articles 8 and 9 (1) to (4) comply with this Regulation.

2. Council Regulation (EEC, Euratom, BCSC) Wo 165/74 of 21 January 1974
determining the powers and obligations of officials appointed by the Commission
pursuant to Articls 14 (5) of Regulation (EEC, Euratom, ECSC) No 2/7i shall
apply to checks relating to VAT own resources. For the purposes of applying
Article 5 of that Regulation, it shall be understood that the information

referred to therein may be communicated only to those persons wWho
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by virtus of their duties in making available and checking VAT resources,

must have knowledge of such information.®

The wording of Article 12 shows that the inspection of VAT own resources

is different in character from the inspection of traditiocnal own resources.
The VAT own resources base is determined as follows:

(1) under method A, the relurns method, by raference to the particulars

contained in the returns made by taxable persous for the year iu question;

(ii) under meihdd B, the revenue method, by applying to the total revenue
collected during the financial year in question a weighted average rate

salculated mainly frem statistics.

Thess VAT bases must be corrected by applying compensation as provided inm

Article 9 of Regulation NWo 2892/77.

Only six Member States paid VAT own rescurces for 1379, the others having

delayed application of the Sixth VAT Directive harmonizing thz VAT base.

in July 1980 the Commissicn received the siatemenis of the 1972 VAT base
{Article 10 of Regulation No 2892/77) from the six Member States concernsd
and conductfed the checks referred to in the abovemeniionzd Article 12 between

September 1530 and March 1981.

The statements of the 1980 VAT bases for sl nine Member States were available
from 1 July 1981 and the Commimsion inspecited this gecond batch detween

fad - N . .

September 1981 and March 1982, beginning with the thres Member States which had

not paid VAT own resources the previous ycar.

B, In these first two years of operation for the VAT own resourcsa system,
the Commission concentrated on checking the accuracy of the base calculated

by the Member States, i.e. all the resulis of the salculations set out in
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the annual stuitemenic for 1979 and 1980,

Tpn view of the differing nature of the operations described below for the

entry in the accounts and centralization of revenus and fox the determinatiion
of the weighted aversge rate, different national authorities generally deal
with these subjects: a special department specializing in the proccssing

of statistice is given the task of calculating the weighted average rate

while another department is responsible for determining the net revenue.

In some Member States, these two operations are even performed in two different

gebgraphical locations.
The following aspecis have thus been c&eckedx

-

1. Centralization (revenus or returns)

The entry in the accounts and centralization of revenue (method B) or returns
{liethod A) is an integral part of the national tax accowitancy systems and,
as such, is generally subject to sirict internal checks. However, it is

importani for the Commission to examine the following aspects in detalls
. (i) centralization;
(i1) comparison of accounting docunments at central and locael level;
(i14) correction procedures and their application;

(iV) analysis of the date~processing systems and inspection of computer
sutput data.

Regulation No 2892/77 does not expressly state that the Commission, as part
of its ordinary inspections, must check the validity and accuracy of the
individual returns made by taxable persons which determine the payment

or refund of VAT. However, Regulation No 165/74 does not rule out such checks.

2. The weighted averare rate (method B only)

The weighting of the weighted average rate reflects the total value of ihe
categorier of transaction subject of the different national VAT rates,

themselves broken down imto the five calegories of consumption
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end investment specified in Article 7 of Regulation No 2892/??. This
breakdown of final expenditure by rate is derived from national accounts
stolistics drawn up in accordance with the European System of Integrated
Economic Accounts; if necessary, appropriate data can b2 used to produce
this breakdown. The national accounts in gquestion wust relate to

the penultimaie year preceding the firancial year in question.

Ta

The object of the checks must therefore be to eztabvlish:
(i} whether 4he national accounts statistics used have actually
been dreawvn up in accordance with the Eurcpean System of Integratsd
Economic Accounts (ESA);

(ii) whether the data used in the analysis of the naticnal accounts actually

were "appropriate data® within the meening of Article T{2);
{ii1) whether 211 the categorics of expenditure covered by the VAT own
regources base have actually been taken ints account;

(iv) whather the breakdown by reate and by category of expenditure has

been effected correctly.

The officiale of “he Statistical Office {SOEC) hsve the statistical dccuments

o

equired snd the specizlist knowledga snd the necessary evperiencs of national

H

2

accounts to sonduct inspections inm this Tisld in a competent manner.
PPE it oY e P 4 s 5 . . .
Officials fron the Office have tharefore taken part in thegs inspections.

/,

2/ T
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3. Adjusiments and cowmpensation previded for by Rerujation Ne 289

Some articles of the Regulaticn provide for adjustuent Of revanus or the

base for various reasons,

Artiicle 9 of Regulation Yo ?892f??5 which refers t¢ Article 28{3) of the
Sixth VAT Directive and the liste of exceptions {o the wniform basis of
assesement {Annexes B, F and G) provides that the Member States' VAT bases

should he adjusted 4o offsst {hese sxcapiions during the iransitional period laid
down by the Sixth Directive. Any Member State which makes uss of the possibility
of taxing, during this transitional perisd, certain categories of transsciions

sxempted under the Directive is required to caloulate the VAT own resources base
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as 41 thepe transaciionu wers exenpted (Annax §); on the cther hand, oy
. e B Ve
Member Siate exenpiing certain categories of transactions which should
3 A - ~oty o
be taxed must calculate the VAT own resources Pase as if thesc iransacliong

were taxed {Annex T).

Armex O ailows Member States to opt between exenpiion or taxation for
certain restricted categories of taxpayer, dbut only for three years when

i1 doess not councern fransaciions listed in Annexes E and F.

The object of the inepeciion was to ensure that the data sources and methods
of caculation proposed by the Membar Statles for finding these paris of

the base could be considered appropriate.

C. The Fember States were very cooperative and positive in their responsen

tc the Commisasion's requesis in ihe three arsas covered by the inspection

(see zbove). The degree of participation with the competent national authorities
varied from one Member State to another. There can be no criticism wnalsoever

of the Mewber States, which have provided all %he cooperation required for

the inspections to be performed correctly.

The Member Staies recognized ihe major difference betwesn inspections of VAT
c¥n resources and those of traditional own rescurces, in that the officials
designated by the Commission assume an administrative responsibility fov

VAT own resources which requires them to find solutions with the national
authorities to the problems encountered in all the areas of inspaction in
accordance with the complex procedures laid down in Articles 9 and 13 of
Regulation No 2892/7? and elsewhere. The inspectors were concerned with zll

corrections whether to the advantage or the disadvaniage of the Member States.

The six statsments for 1979 and the nins staitemenis for 1980 which have so

far been inspected have all needed changes following inspsction. Thes

changes related te all aspecis of the slatements, including the accuracy

of the various calculations., The errors occurred even though ths Coumission

had gene to rreat paing beforehand producing a standard form for the statement

togather with detailed annexes and srranging vriefings before ths actual

inepections. In euch Member State, the Commission officials were abls o

eheck each stawe of the centralization procass,

The srrors found in centralization mainly concerned marginal aspects

of the calenletions,; such as the adjusimenis or compensation




A6 -

for which clear rules are laid down in Regulation Ro 2892/77 (e,g.
Article 2(3) or Article 8(1)) but for which the calculations in the

statements were approximate or incomplete.

Requests by CGermany and Luxembourg to reduce their nei revemue for

reasons not allowed by the Regulation were not accepted.

The errors established in the determination of the weighted average
rate were mainly to do with the incorrect breakdown of transactions
by VAT rate, in particular where a large rumber of rates exist, or
"distortion" caused by a change in the VAT rate at the begimming
of or during a year. Since the existing breakdown of statistica
series is not sufficient in such cases; appropriate data had to be

used {Article 7(2) of the Regulation)e.

The weighted average rates of several Member States had to be adjusted
following inspection; in one cass the Commission rejected the calculation
completely, the Metherlands being then required to delcrmine a new
welghtled average raic. Despite this recaloulation, no major difference

is expected to rvesult in thisg Member State’s VAT own resources ovase.

Anether aspect of the weighted average rate which pro&ed unsatisfaciory

on inspection was the brezakdowrn of transactions into the catcgories laid
dowr in Article 7{1) of Regulation o 289 /??ﬁ The breakdown given in the
Regulation was not applied in its entirety by any lMember State. Dach Member
State used its own definition of the categories dspending on the extent to
which itg national accounts are harwornized with the Buropean Systemn of
Integrated Bconomic Accounts (ESA}; they did, however, attempt o make

this breakdown for the total walue of tvanssciions which ars taxable

uvnder national legislation and consiitutz final expenditure.

The imperfections found in some aspects of the procedure for determining the
waighied average rate; such as the freatment of the final consumption of
flat-rate farmers {direct sales and on-the-farm consumption) or changes

in VAT rates during the year, are due to the inadequacies of

Regulation No 2892/77 itself.

t was found that the methods used by some Member States for calculating

the compensation and other adjustments provided for by Regulation No 2892/7?
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(Article 5(2) and Article 9(3)) were more accurate than these used by
others. The Commission’s inspectors asked for many corrections to be

mades

D. 1In most of the cases where points were contested; the Member States and
the Commissicn were eventually able to agree on a revised calculation and
the Commission made a corresponding adjusiment to the VAT bases of the
Member States concerned. But there are s$ill a number of issues unresclved.
Many of these issues concern matiers of principle arising from fthe Member
States' interpretation of the provisions of the Sixth VAT Directive.

[

The following examples can be givens

- QGermany: Exemption of the servicesg of Federal Post Office carriers

(Article 13A(1)(a) of the Sixth VAT Directive

Such an exemption is not covered by the Sixth VAT Directive since
this is possible only for the serviceg performed by the post office
itself.

~ United Kingdom: Exemption of certain services carried out by the
medical and paramedical professions: supply of
corrective spectacles (Article 13A{1)(c) of the

Sixth VAT Directive)

Under the Sixth VAT Directive only the supply of services in this

gector can be exempieds

- Italy: Procedure for calculating the flat-rate compensaition percentages

for flat-rate farmerss pigmeat and beef
The Sixth VAT Directive does not allow overcompensation of the input tax.

o e . g . . . - )
Other dispubes involvine application of Regulation No 2892/77:

- Denmavrks Taxasion of certain services which the State and the local

s em e o

avthoritice supnly 4o themselves {Firet paragraph of Article 6
ol X B & &

of Regulation No 2892/77

4
-3
—

Sivee thesgs trancactiong are subjecs e WAL

#
its ecaiculation of the base. 1t has in facot new done go
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-~ Demmarks Exemption of transactions relating to buildings and building
land {Article 9(3) of Regulation No 2892/77)

The Commissiecn finds the method of calculating the compensation

provided for in Article 9 of Regulafion o) 2892f77 unsatigfactory.

~ Franceg Exemption of the domesiic section of international passenger
transport operations {Articles 9 and 11 of Regulation No 2892/77)

France may exempt operations of this type under point 17 of Annex F to
the Sixth Directive provided that they are included in the French VAT

own resources base, which is not the case.

~ Prance: Exclusion of passenger transport between Corsica and Irance
from the scope of VAT (Articles 9 and 11 of Regulation No 2892/77)

France may exempt operations of this itype under peint 17 of Amnex F to
the Sixth Directive provided that they are included in the French VAT

'+ own resources base, which is not the case.

Exciusion of these operations from the scope of VAT, instead of exemption,

iz i

S

1 itgelf a presumed infringement of the Sixth Directive,.

73]

e gniﬁidwxi dome Refusal to allow deducticons for the uwse of cowpany cars
(Article 9(4) of Regulation No 2892/77 and Article 7(§)
and (7) of the Sixth VAT Directive)

The Commission finds the method of calculating *the compensation provided

for.in Article 9 of Regulation No 2822/77 unsatisfactorye

3k

3 x

Article 6 of Regulation No 165/74 states that the Member States may submit
observations on the results of the Commission’s imspaction measures; this
procedure is still in progress for the 1980 base. Whaiever the outcome of
current conftacts with the Member étates to0 fry and setile the problems
outstanding it would he desirable for the Cowmmission $0 present a more
definitive version of the repori as soon as it hes drawn all the conclusions

from ite inspection of VAT own resources for 1979 and 198C.



The conclusions outlined above may be summed up as follows:

~ The first checks revealed imperfections in the sysiem; to remedy this,

the Commission is proposing amendments to the current provisions of
Regulation No 2892/77.

~ After the first checks the Commission had to ask for many corrections
o the statements presented by the Member States for 1979 and 1580.
In most cases the Member States accepted these corrections and the VAT

bases have already been adjusted accordingly.

~ Less frequently the Member States have refused the corrections requested
by the Commission in cases where there is disagreement about the
interpretation of the Sixth VAT Directive and Regulation No 2892/77@
In these cases the Member States' figures for their VAT bases are too
low. The Commission is endeavouring the resolve the disputes, where

necessary by initiating the infringement procedure against the Member States.
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PROPOSAL FOR A COUNCIL REGULATION (ECSC, EEC, EURATOM ) AMENDING AND EXTENDING
THE TERM UF VALIDITY UF REGULATIUN (EEC, EURATOM, ECSC) No 2892/77
IMPLEMFNTING TN RESPECT OF CWN RESOURCES ACCRUING FROM VALUE ADDED TAX THE
DECISION OF 21 APRIL 1970 ON THE REPLACEMENT OF FINANCIAL CONTRIBUTIONS FROM
MEMBER STATES BY THE COMMUNITIES! OV RESOURCES

THE COUNCIL OF THE EUROPEAN COMMUNITIES,
Having regard to founcil Decision 70/243/ECSC, EEC Euratom of 21 Aoril 1970
on the replacement of financial contributions from Member Stateés by the Com-
munities’ own resources1, nereinafter referred to as 'the Decision of 21 April
1970, and in particular Article 6(2) thereof;
Having regard to the proposal from the Commission,

N LI £ 3 A 4-2
Having regard to the opinion of the Eurcpean Parliament,

Having regard to the opinion of the Court of Anditars39

Whereas the conciliation procedure provided for in the joint declaration of

4 Msrch 1975 by the European Parliament, the founcil and the Cammission4 has
taken place in the Conciliation Committee;
Wheresas Ariicle 14 of . Hegulation (EE&, Buratom, ECSC} No 2892/?75

sftates that that Regulation shall apply from 1 January 1978 for a transitional

pericd expiring on 31 December 1982;

Whereas, kezcause of the delay in the entry into force in the Member States
of the Sixth Council Directive T7/388/EEC of 17 May 1977 on the harmonization

of the laws of the Member States relating o turnaover taxes -~ Common systenm

1
2

OF L 94, 28.4.1970, po 19

3
gOJC 89y 22«4@19759 p9 10
OF L 336, 27.12.1977, pe &



. ' . 1 . s
of value added tax: uniform basis of assessuent , the Commission has not
hau tne benefit of the five-year transitional perioa laid duwn by the Cuuncil for
establishing provisions relating to the definitive uniform system for

levying VAT own resources and the detailed rules for its implementation;

Whereas this transitional period should be extended to 31 December 1985

and the provisions of Regulation (EEC, Euratom, ECSCY No 2892/77 should

remain in force for the time being so that the Commission can draw up these
measures;

Whereas the practical application of Regulation (EEC, Euratom, ECSC) No 2892/77
since its entry into force has revealed the need to adapt and supplement several of

its provisions, even before a definitive uniform system is chosen;
Whereas, in particular, it is riecessary to eliminate the difficulties in
establishing a weighted average rate encountered by the Member States which

apply the revenue method;

vhereas provisions must be added to Regulation: (EEC; Euratom, ECSC) No 2892/77

for the correction of the annual summary accounts of VA3 own resources;

HAS ADOFTED THIS REGULATION:

107 L 145, 13.6.1977s pe Lo
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Regulation (EEC, Euratom, ECSC) No 2892777 is hereby amended as follows.

lo Article 2 (3) is replaced by the following:

"3, By way of derogation from paragraph 1, Member States shall have t*e option of
Leaving out of account, for the purpose of determining YAT cwn resources,
transactions performed by taxable persons whose annual turnover,

determined according to the rules laid down in Article 24(4) of

Dircctive 77/388/EEC, does not exceed 10 000 ECU converted into the

national currencies at the average rate for the financial year.

Member States may round upwards or doﬁnwards by up to 0% the

equivalent sun in the national currency.

Member States which -exercise this option shaitl calculate the -

owWn resources basis as though taxable persons who

may be eligible for exemption wnder Article 24{2) of the said
Directive were subject to the normal rules laid down therein for the

application of value added tax",




(a)

(b)
(¢c)

Tald

2. Article 3} is amended as follows:
The following is added to the first paragraph:

" .o, informing the Commission of the method they propose to apply.”

The second paragraph is deleted.
The last ( paragraph is replaced by the following:

WThe Commission shall communicate the information referred fo in the first
and second paragraphs to the Member States.”

3. In Article 4(3) the words:

",se,; in the absence of any such returns, owing to failure of the
taxable person to fulfil his obligations, from the estimated assessment
made by the competent authority of the Member State are replaced by the

yords: "...derived from the estimated assessment made by the competent authority
uf the iMewmber State’.

t

b. Articte 6 is replaced by the following:

“"Article 6

Por a given year, and without prejudice to Article g, the VAT own
resources basis shall be calculated by reference to the total net VAT

revenue collected and the rate at which VAT is levied during the same
yeara

If several VAT rates are applied in a Member State, the VAT own resources
bazis. shall be calculated by reference to the total net VAT revenue
collected and the weighted averzge rate of VAT. In this case, the Member
State shall determine +the weighted average rate per hundred currency
units by applying the common method of calculation defined in Article T,
the result being rounded off to four decimal places.”

5. Article 7 i3 amenrled as follows:

The second subparagraph of paragraph 1 is replaced by the following:

] PR o F J $ %7
"The VAT rates used for the purposes of such calculation shall be those in

force in the Member State for the year in question®s
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(b}  Paragraphs 2y, 3 and 4 are replaced by the following paragraphs
2 %o T:

"2, The breakdown by rate of VAT shall be applied to the following
statistical categories:
{a) the following categories of iransaction subject to non-deductible VA7,
= final consumption of households, including consumpiion on the
farm and direct sales by flat-rate farmers, on the territory
referred to in Article 3 of Directive 77/388/EEC for the Member

State in question;

=~ intermediate consumption of general government, private non~profit

institutions, insurance enterprises and credit institutions;

- gross fixed-capital formation of general goverument, private
non=profit institutions, insurance enterprises and credit
institutions;

(b) the following categories of transaction where they are subje<* ¢

non—-deductible VAT:

- intermediate consumption of non~financial corporate and
quasi~corporate enterprises;

= gross fixed—capital formation of non-financial corporate and
gquasi~corporate enterprises;

{c) transactions corresponding to the sale of buitding Lland.

3. For the purposes of ithe breskdown by rate of VAT referred to in the
preceding paragraph, transactions relating to consumption on the farm

and direct sales by flat-rate farmers which are noi subject to VAT shall
be classified at a notional rate which would ﬁroduce revenue equivalent fo

the value added tax charge on inpuis,

4o The breakdown of fransactions by statistical category shall be s=ffected
by means of data taken fronm national accounts prepared in acceordance with
the Europeon system of integrated economic accounts {ESL), In order to
calculate the VAT oun resources basis for any given financial yoar reference
shall be made 4o the national accounts relating t¢ the penultimate year

preceding that financial year,



LA

Merber States may be authorized under the procedure laid down in Article 13

to use data relating to an carlier yeaT.

5. For the purposes of jdentifying transactions subject to non~deductible
VAT and effecting the breakdown by rate of VAT Member States may in
addition refer to data taken from sources other than the ESA, and in
particular from internal national accounts if they provide the necessary
breakdown, or in the absence of such accounts, to any other appropriate

SOUTCCe

6. In order to dctermine the weighting of each rate, Member States shall
calculate the ratio belween the value of the transactions to which that

rate applies and the aggregate value of all relevant transaciions.
Bp 165

7. Should a lember State during a financial year amend the VAT rate
.applicable to all or some transactions or the tax treatment for certain
transactions in such a way as to affect the VAT revenue collected during
the calendar year in question, it shall calculate a new weighted average
rate. The new weighted average rate shall bve applied to the revenue

derived from application of the amended rate or tax treatment,™

By way of derogation from the foregoing subparagraph, ithe Member State
may calculate a single weighted average rate; +transactions in respect
of which the rate or treatment has been changed shall then be allocated
4o the old and new rates or %o the old and new treatmenis Ppro rata
temporis, account being taken of the -

average poriod of time elapsing between entry into force of the new

rate or treatment and the collection of revenue resulting therefrom.

4. Articte 8(2) is replaced py the tollowing:

#2, The roverue actually collected by a Member State shall be reduced
by an amount corresponding to the total input tax, with the exception

of that relating to consumption on the farm and direct sales to final

concuwners, whici. flzt-rate faruers have not recouped by virtue of the

-, S~y - Yy o [ ot o
applisation by that tlember State of the option to reduce the flat-rate
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compencation percentages,calculated in accordance with Article 2 5(3) of
Directive 77/388/EEC, applicable to transactions carried out by flat-

rate farmers.

The amount of input taxes and the amouni of cempensation shall be those
relating to the year in question.
This provision may be applied only where the flai~rate percentages fixed
in accordance with Article 25(3) of Directive ?7/388/EEC do not provide
full compensation in respect of a three-year average of the value added
tax charge on inputs expressed as a percentage rounded down %o the nearest
half-point, calculated in accordance with the method described in Amnex C

of the said Directive.

T Article ¥ is amended as follows:

(a) In the third indent of paragraph 2 the words “paragraphs 1(a) and (2)" are

replaced by the words “paragraph 1{a)".

{b) The second subparagraph of paragraph 3 is deleted.

¢ The following second subparagraph is added to paragraph 4:

"The preceding subparagraph shall apply in relation to the second subparagraph
Article 17(5) only in respect of the purchase of petroleum products

and passenger cars used for business purposes.

of



(a>

(bl

(c)

(dd

(e?

£

8, Ariiecle 10 is amended as follows:
The second subparagraph of paragraph 1 is replaced by the following:

whe summary account shall contain all the data used to deiermine

the basis which are required for the checks referred to in Article 12.

It shatl indicate separately the basis

resuliing from the transactions referred to in Article 5(1), (2)

and (3) and Articles 8 and 2(1) to (4).v
The third subparagraph of paragraph 1 is deleted,

In the firsi indent of the first subparagraph of paragraph 2, the
words "... or any other continuous l2-month period to be determined

by the Kember States™ are deleted.

In the second indent of the first subparagraph of paragraph 2,
the words "... or any other contimpais 12-month period to be determined
by the Member States" are deleted,

The third subparagraph of paragraph 2 is deleted.

Paragraph 4 is deleted.

The following new Articles 10a and 1Ub are inserted:

“Article 10a

Member States shall forward to the Commission by 30 April each

year an estimate of the VAT own resources basis for the following

financial year. They shall inter alia give an estimate of the basis
of assessment for each of the categories of transaction referred
to in Article 5(2) and (3) and Articles 8 and 9(1) 1o (4).".
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The first and second subparagraphs of Article 11(1) are replaced by the
following:

¥ Member States shall inform the Coummission by 30 Arril of each financial
year of the solutions they propose to adept in order to determine the VAT
own resources basis for each of the cafegories of transaction referred to

in Article 5(2) and {3) and Articles 3 and 9{1)} tc (4), indicating, where
applicable, the nature of the data which they consider appropriate and

an estimate of the value of the assessment basis for each of these

categories of itransaction.

They shall »inform the Commission of the modifications
they intend to make tc the solutions adopted under Article 13 for previous

financial years, subject to the same conditions".
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11. The following paragraph 3 is added to Article 12:
"3. Following the checks referred to in paragraph 1 the annual summary

account for a given financial year shall be corrected by the Commission

in accordance with Article 10b."

12. In the second subparagraph of Article 13(2), the words "... and not later

than 60 days after receipt of the application ..." are deleted.
13. Article 14 is amended as follows:
(a) In the second paragraph, "1982" is replaced by "1985".

(b) In the third paragraph, '"1982" is replaced by '1985".

Article 2

This Regulation shall enter into force on the day following that of its publi-

cation in the Official Journal of the European Communities. It shall apply

from 1 January 1983.

This Regulation shall be binding in its entirety and directly applicable in
all Member States.









