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EXPLANATORY NEl.iORANlJUlil 

1. The expenditure financed by the Guarantee Section of the EAGGF in 

respect of the operations comprising the buyine-in, storage and re-sale 

of agricultural products by intervention agencies, knovm as second-category 

intervention measures, is listed in a financial account per agricultural 

product at 31 December of each year. This record includes the valuation 

of end-of-year stocks. 

2. In general, this valuation is effected on the basis of the intervention 

price, except where the goods have depreciated as a result of storage. 

Thus, for the intervention stocks of beef and veal remaining at the end. 

of the year, Council Regulation (EEC) No 2305/70 provides for a depreciation 

coefficient to be laid do~~ by the Commission after receiving the opinion of 

the Mamagement Committee, this coefficient being at present about 25%· For 

milk products, there is a depreciation coefficient of 6% for butter fixed by 

Co1mcil Regulation (EEC) No 2306/70. This Regulation does not lay dotm any 

depreciation coefficient for skimmed milk powder. 

3. In view of the present high level of public stocks of milk powder, 

involving relatively long storage periods, it is necessary to hold special 

sales at reduced prices for potvder t-rhich had been in storage for some time, 

which will result in substantial financial losses. It is advisable to take 

this situation into account t-l'hen valuing end -of-year stocks. It is therefore 

prO:;JOSed that milk pot·rder bought in by the intervention agencies before 

1 January 1976 and still in storage after 31 December 1976 should be depreciated 

by 30% in relation to its intervention price in the financial accounts to be 

established from the latter date. This depreciation, which covers about 

600 000 t of powder, will end when the stocks of powder in question are 

exhausted. 
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Proposal for a Counoil Reeulation 

amending Regulation (EEC) No 2306/70 
on the financing of intervention 
expenditure in respect of the internal 
market in milk and milk products 

THE COMMISSION OF THE EUROPEAN COMMUNITIES, 

Having regard to the Treaty establishing the European Economic Community, 

Having regard to Council Regulation (EEC) No 729/70 of 21 April 1970 on the 

financing of the common agricultural policy(l), as last amended by Regulation 

(EEC) No 2788/72( 2), and in particular Article 3(2) thereof, 

Having regard to the proposal from the Commission, 

Whereas Council Regulation (EEC) No 2306/70 of 10 November 1970 on the financing 

of intervention expenditure in respect of the internal market in milk and milk 
(3) . . (4) 

products , as last amended by Regulation (EEC) No /76 , provides that the 

intervention expenditure arising from the operations of buying-in, 

storing and reselling the products concerned is to be determined by means 

of the annual accounts; "t-rhereas these accounts indicate the value of the 

stocks to be carried over to the follo\ving year; 

Hhereas the said Regulation la;ys down that, for skimmed milk pm-1der, the 
- ----- ----

value of the stocks to be carried over should be based on the in-tervention 

price; whereas, -in view of the present--stock -pos{ti-on,-the value of the stocks 
- - - ----

to be carried over must allow for some depreci atfon--in- -fhe value of powder 
- ---

which has been stored over a long period,_ 

HAS ADOPTED THIS REGULATION: 

OJ No L 94, 28.4.1970, P• 13 
OJ No L 294, 30.12.1972, P• 1 
OJ No L 249, 17.11.1970, P• 4 
OJ l'fo L 
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-------- --------------------------~------

Article 1 

The follovling subparagraph is hereby_ added to Article 5(1)(a) and (2)(b) of 

Regulation (EEC) No 2306/70: 

"Hovrever, starting with the accounts_to be drawn up at 31 December 19U, in 

respect of any quantities of_ powder_ bou_ght before 1 Jam-!ar)' 1_~76, the value' 

thus calculated shall be multiplied by a coefficient of 0.70". 

Article 2 

This Regulation shall enter into force on the third day following its publication 

in the Official Journal of the European Communities. 

This Regulation shall be binding in its entirety and directly applicable 

in all Member States. 

Done at Brussels, For the Council 

The President 
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1. NLmber of relevant budget entry: Chap. 62 it~m 6214 
-··-- --. --· .• C'r-c'O': •.• ~ • ..::·=--=-==-=-'=-·=----=--=======-==L=··====-=·="'·=-=="==-====-=-==--='=·-=· ===-=-====-=· 

2. Title of project: Proposal for a Council Regulation amending He~ulation (EEC) 
No 2306/70 on the financing of intervention expenditure on the internal market 
in milk and milk products. 

~======c~=====·~-======--==u====:====~r==~========= =-=====~~================~~=============~ 
3. LEOAL BA.<>Is z Regulation (EEC) No 729 Art. 3 (2) 

~==================================~-=~=======================-==-=~ 
4· Aims: Adjustment of the valuation of end-of-year intervention stocks of 

skimmed milk pOivder 'l'rhich have been in storage for some time, namely 
a 30% writing dmm in relation to the intervention price. 

c:: =-=z:::= -

5. FI!IAliCIAL Implications 
5.0 EXF·L.!DITUHE 

-CI!AROE:D TO THE EC BUDGET 
(llli?'UIIl.S/IUTERV"t::ITIOllS) 

-~~t'HIJR II~Ucii G~ 

~=R~ 
~ 
.(1.6olllE'</Iil'fO'l'EolES W'i'U:S.) 

oNM>i e.r:M. 

Mul tiannual timetable YEA.R •••• J..~7S. ••••• 
5.0.1 of expenditure - - 55 
Fhi-Mul"tiammai=t4metabbe 2 

&"'~ -_51 

+ 164 M u.a. - 109 
- 9 

- 118 

YEAR •• ).~19._ .•.•••.• 1980 
YEAR •••••••••••••• 

5.2 ~:L"l'iion OF CALCULATION Under the 1976 budget, the 30ro \vri ting dovm of end-of-year 
stocks will result in additional expenditure of 600 000 t x 913.7 u.a./t x 30% = 
64 1·1 u.a. 
This >vritine dovm 'l'lill, hovmver, entail a reduction in expenditure compared ivith 
the forecasts for the sale of the povrder in question. On the assumption that 
400 000 t Hill be sold in· 1917 and 200 000 t in 1978, under the 1917 budget the 
reduction in expenU ture 1·rould be 4/6 x 164 1-1 u.a. == 109 M u.a. and under the 
1978 burl.gct the reduction '\':ould be 2/6 x 164 Iv1 u.a. = 55 M u.a. In adrli tion, und.er 
the 1977 and 1978 budg~ts, the depreciation would produce a saving of about 
9 and 2 M u.a. on interest costs. 

6.o Can the project be financed from appropriations entered in the usp;cr I 
w_;;,~,:::nP:G:~~~::~b-~:~~:: c:~~~~ 

~~~~2~11~~~~~S~I=~~~~~~~PP~MMR~-=i~~~~.~~======================~===============nB===j~l~ 
~ 

~-~::~~~~~~==~==~==~~==~~==~~~~~========·=========================J 6·3 Appropriations to be entered in future budgets? n:sjNo 
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