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METHOD

PREPARED BY THE COMMISSEION
FOR THE CALCULATION OFf THE CORRECTION
provided for {n Article 3(3), (& and (3
of the amended proposal of 9 July 1986
for 8 Council Dacisian on the Communities' system of own resocurces

1. CALCULATION OF THE CORRECTION

According to the decicsions taken at Fontainebledu, "the basis for the
correction i the gap between the share cf VAT payments and the share of
expenditure allocated in accordance with the present criteria" (i.e. the
criteria used hitherto for calculating Member States' net balances).

1. The United Kingaom's share of VAT payments

This share will be calculated from actuat~vAT-payments and any GNP-based
fimancial contributions, including balances, sdjustments and. corrections
in respect of VAT and the GNP-based financial contrivutions of previous
yesrs which would have been paig if the uniform rate had been applied
(see, for example, the revenue and expenditure account and balance sheet,
Vol. 1, 1983, Table 2, page 20, column 9, which is contained in Annex 12,

Iheeretisai_gxample: The United Kingdom's share of VAT payments is 20X.

th

2. The United kingdom's share of expenditura allocated "in accordance wi
the present criteria“

(a) Definition of expenditure

Utilization of the year's appropriations for payments
Example: 1985 expenditure ® payments in 1985 againet the nev 1085

sporopriations for payments plus payments in 1986 against (new) 1985
appropriations carried over to 1986. . .

2a'd TAE 1 S-20F Xod BERIA v MR PEILT 8. 92°E
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(o) Definition of u.iocated espenditure

Far the defi e on o sllccated axpenditure @ distinction should be made
Betuween:

= the “present criteria” and
= the way in which they dre applied.

Under the present crjteria, all expenditure, except that ruled out for
reasong of principle , 15 allocsted between the Member States. The latter
category - expenditure ruled out for reasens of prinmgiple - congiste of
deveLopment cooperation appropriations, which, it {8 assumed, go to
nor=member countries.

Hitherca, this prirciple has been ppplicd im such a way (see Table § in Annex @) as
to exciude certain other sxpenditure, first of all because of the practical
difficutties in providing a quick breakdown of some relatively insignificans
budget: headinges and subsequently in order to snsure some continuity inm the

pesic figures; the ad hoc solutions adopted by the Council for 1982 and

1983 followed on from the conclustons of 30 May 1980.

A simplistic approach wee adopted fer aliccating the Communities!
sdminiatretive expenditure: sccording to the information available,

the Commisgion’s expenditure for the budget headings (isted in Table 1 uwere
mainly &livcated to Belgium amd Luxembourg. The Council's expenditure was
gttributed to Belgium, and that of Parlisment, the Court of Auditors and
the Court of Justice mainly to Luxembourg. ‘

As for the future, the final objective should be to apply the e¢riteria in
full, i.e, to elimingte tho.enceptiono‘mnde for practical reasons.

The fingl oblective will be achieved as rapidiy as possible, as set
out in Table 2 in Annex 3:

= for chanters in the first column: immediately, that {s when the
breakdown of expenditure for 1985 is calculated;

- for chapters in the second ¢olumn: gradually.

In i'. .28t Cfigures P00 980, 1981, 198BZ und 19835 conoensation to the
CErgden geantad fn the Yorm of specific axpenditure was sleso
T8 on wrine plae.


kms214
Text Box

kms214
Text Box

kms214
Text Box


-3 -

The non=alictmted expenditure will then be Limited to those ectivities
which are excluded on principle:

dsvelopment cooperation and
~ gimilar measures which will be excluded by Council decisien,

This s the only approach which appears to comply fully with the Fontainebleav
Council's statement that "expenditure policy 48 ultimetely the essential
mesns of resoiving the auestion of budgetary imbalances®.

The total appropriations involved at the various stages of implementation
of the "present” ¢riteris are set out in the table in Annex 4.

R !§ Eg&_gg gple: Allocated expenditure totsls 22 000 million ECU, of
60 mi Lion ECU is for the United Kingdenm,

{c) Yhe United Kingdom's share of allocated expenditure

In the theoretical example, 2%"%8% = 13X,

3. Percentage difference between the United Kingdom's share of VAT payments
on (1))

In the theoretical example, 20 - 1! . X, -

4. Absolute difference (Article 3(3)(b)(11)) .

In the theoretical exemple, 7X of total allocated expenditure, i.e.
7% of 22 000 milifon ECU = 1 540 million BCV.
5. Correction (Article 3<(H)(b)(§44))

The correction is made by multiplying the absolute difference by 0.66.
The correction in the theoretical example s thus:

0.66 x 1 540 » 1 016.4 million ECU.




II. ENTRY OF THE CORRECTION IN THE BUDGET; FINANCING

In principle, the correction 18 entered in the budget for the next
financial year.

1. Correction in favour of the United Kingdom

(a) {orragtion in QiLLﬁon ECU

The entry in the budget will take place in a number of stages,

For the correction for 1985 the procedure will be as follows:

- the pralininary draft budget for 1986 will in¢lude an initial
gsseusment of the correction due. At this point, the United Kingdom's
VAT share for 1985 will relate to thaet year only, since the balances
end corrections for previous years will mtill not be known. The :
United Kingdom's share of the carryovers from 1985 to 1986 will
also have to be estimated; .

= g preL1m1nary draft amending budget presented in September 1986
sould update the correction in Line with the information then .
available on the 1985 VAT balances and corrections and the utilization
of carryovers in the first six or seven months of 1986;

= the final calculation will have to be made when the carryovers
from 9985 to 1986 have all been used, i.e. by 1 June 1987,

The reaulting adjustments will be incorporated in & preliminary
draft amending budget for 1987 presented in September 1987,

(b) Correction te the uniform VAT rate

The amount of the correction 1s divided by 1X of the United Kingdem's
VAT base.

Theoretical exampte: 1f 1X of the United Kingdom's 1986 base was
3 500 million ECU, the result would be 1 016.4 = 0.2904%.
3

The VAT rate applicable to the United Kingdom would thus be equal
to the uniform rate lesy 0.2004%.




2. Fimsncing. VAT rates spplizable to the ather Membar S¢sten

The correcticn is financed by adiusting the VAY rates applicable
to the other Member States.

First of all, the share of the other Member States in VAT payments
is calculated.

The share catculated in thig way for Germany 1s then reduced te
two thirds ard this reduction = the one third deducted - is divided
among the other Member States (apart from the United Kingdom) in
proportion to their VAT sheres. The result is an adjusted VAT scale,

The application of this scale to the correction in favour of the
United Kingdom - 1 016.4 millian €CU in the example ~ gives the
sbaotute ampunts to be financed by the ditferent Member States.

Pividing the absolute amounts by 1X of the VAT base of the Member
States concerned gives the increase in the uniform rate resulting
for the other Member States from the correction ¢n favour of the

United Kingdom,

Annexes: 4
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Arran 2
Tebie 7t Espsnditure alloanted i3 fug@rdence sith ‘he suthod used
mithertofor applying tha "eresent criteria®
Titie, ehapte:, a77 sle, Item
SECTOR

héy
(from 1982)

alg

I,

xx.

111,

Iv.

V.,

EAGGP Guarantes Section, including food aid
refunds (MCAs paid by experters on bahalf of
importers sre reallocated to importers)

Improvement of structures

1.
2.
3.
b,

Social Fund

EAGGF Guidance Section
ERDF quota section

EMS interest subsidies

Qther operating appropriations allocated

1
2.
3.

Resgarch and investment
gnergy
Industry

rRefunds

1.
2,
3.

10% of own resources paid over
EMS financial compensation
Refumds to Greece (Article 127 of
Act of Accession)

Administrative expenditure (broken down)

1

2.

3
be

5.

6.

7.

Expenditure relating to persons
working with the institution

Investments in immovable property,
rental of buildings and associated
costs

Expenditure on data processing

Movable property and associated
costs, current administrative
expenditure

European schools

European (entre for the Development
ef vocational Training (Berlin)

European Foundation for the lmprovement
of Living and Working Conditions (Dublin)

Total expenditure by the other
institutions: Parliament, Council (end
ESC), Court of Justice and Court of
Auditors

Bare B
TTtles 1 end 2

Pary 8:

Chapters 60-82
Chapters 30-33, 46
Chapter 50
Article 520

Part 8:

Chapter 73
Chapter 70
Chaptar 77

Part B:

Chapter 80
Articles 820, 821
Article 860

Part At Title 1

Part At Chapter 20

Chapter 21

; Chapter €2
Chapter 23

Article 289
! Article 632

; Artigle 641

Yotal broken down by Member Steu.

- —s

Titles 6 and 7

Chapters 5052
Chapters 80-84
Article 350
Article 570

Chapter 33

Chapter 32
Articles 370376
(1.¢, Chapter 37
without tranaport)

Chapter 40
Article 57
Article 490

Title 4
Chapter 20

21

a2
23

Chapter

Chapter
Chapter

Chapter 289
Ttem 3010

Article 359




Teble

Expercii "o still to be allocated and experditure to be sxcluded, by chapter

Original 1984 budget
{40
- - hepters to o8 DIfticuLt or Chapters
: : m‘i 'im{')es"ibL’ to bq
rart , ; to excluded on !
Title Headdny Innediately | Gradually '\ . ... p:incﬁan
Chapter , > 3 . ‘
PART A 'ﬂ
Title 2
. 24 | Entertainuent ang
Chas representation expenses 430,000
Chap. 2% | Expenditure on formal and 15,480,000
other meetings
Chap. 26 | studies D 12..000.000
Chap. 27 Publishing snd information 36,740.000
Chap. 28 | subsidies f ‘
P bad:etses or balencing $4.320.630
Chap. 29 Subgsidies and financial i
contributions 3.473.200
PART. B
[ Title 3 ‘
Chap, 38 | Experditure in the 79,520,000 |
agricultural sector b
Title 4
Chap. &40 |Oryanization of the market 42,875,000
Chap. 41 |Specific measures ‘ 1.373,000
Chap. 42 |Fisheries agreements 13.060.000
Chap. 43 |Social measureg 250.000
Chap. 45 |[Inprovament of structures
30.500,000
Titie S
{hap, 31 |[Specific measures 100.000.000
Chap, 54 [Other operations 32,300,000 ’
Chep. %% Mediterransan programmes 10.000.000
| Title &
Chap. 43 [Education and vocational 12,264,000 .
training ' 76,000,020
Chap, 64 ISocial protestion 15,752,000 27s v
Chap, #9 jECSC 62,500,000
Chap. 66 lnvironment 16.21¢,000
chap. 67 Kultural sction 2,140,000
1““

Expand’ture in 1984 specificaily for the United Kingdom,




ECU
" T Thioters t5 BE | ditiiey © oo | Chapters o
oart incorperated ;??Z??igla S8 zi excluded
] 1 2 3 4
Title 7
!€hapter 70 | Energy policy 456.000.0001
thepter 71 | Nuclear safeguards 3.300,000
Chapter 72 | Research and technolmgy 3.74C.000
Chapter 75 | Information and jnnovation 23,185,000
Chapter 78 | Transport 33,750.000 471000, 000"
Title 8 REPAYMENTS AND AID TO THE
MEMBER STATES
Title 9 DEVELOPMENT COOPERATION 897.148.000
TITLE 10 OTHER EXPENDITURE
article 101 |Contingency reserve ‘ E 5.000.000°
TOTAL 409,574,200 195,164,650 | 5.50.000 2,099, 148,000 -

1Expand#turo in 1984 specifically for the United Kingdom and Germany.

2?h1s appropristion will either be transferred to another budget heading, in which case
it wil{ be in¢luded with that expenditure and broken down by Member State {f the original

sxpenditure 18, or it will Lapse.
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Anmex 4

pefinitior of allocated expenditure - total appropriatisns irvelved
8t _the various steges of application of the "praasent criteria”

!
Total lpproprist*ons for poymentsg f
JEADING in originel 1984 budget N
million ECU % l ¢
A. Expenditure allocated according to }
present criteria E
I. Ay spplied hitherto (for budget
hesdings concerrad, see Table 1) 22 631.9 89.3
11. Chepters which zould be included
in alloceted expenditura without
gifficulty (see Table 2, column *) 409.6 1.6
I12. Chapters which will be incorporated
gradually in alloceted expenditure
(sae Table 2, column 27 198.2 0.8
1v. Totai future “allocated expenditure® 23 284.7 1.7 ‘
y
V. deadings whizh it would be very 1o
gifficult or impossible to include 5.6 {0.02) ‘
B. Experditure excluded on principle
pavelopment copperation (Title 9) 897.1 3.3
tpecific expengitura for the
United Kingdom and Garmany
(see Teole 2, column &) 1 202,90 4.8
£. GRAND TOTAL [ 25 %et.s 100.C
; ! .
®
o ]
O L 12, 14 Jsnuary 1984,






