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. EXPLAVATORY MEMORAWDUM

Proposal for a Council Regulation amending Council
Regulation (EEC) No 2306/70 on the' firancing of
intervention expenditure in respect of the internal

market in milk and milk produbfs

1. The present system of finanecing intervention stocks is based on the
financing by the Guidance Section of the EAGGF, of net losses insurred by intervention
agencies as a result of obligations stemming from Community regulaticns, These net
losses which are determined by annual accounts, by produnt and by Member State, in~Inde
in addition to any sales losses and costs connected with storage operationg, the

interest on funds immobilized by the intervention agensy for the nurchase of gcods,

2. When intervention products are sold for export, particularly in the milk
productes sector, if the purchaser is allowed to defer payment until after removal of
the goods, it sometimes leads to better sales conditions or increases the cuantities
disposed of. However, according to nresent EAGGF rules no §rovision is made to n~over.

interest costs resulting from deferment of nayment after removal ef the foods,

.

3. It is therefore pronosed to smend Council Repulation (%RG) 2306/70 on
the financing of intervention expenditure in respect of the internal merket in milk
and milk producte to permit WAGGF to assume the interest cost arieing from the
fﬁmobilization by the intervention agency of the funds recuired tn grant the parchascr
deferred payment facilities. Assumption of the interest cost would be restricted to
intervention stocks sold for export. Deferred payment for such sales would b~ grented
on a case=by-case basis acoording to the procedure provided for in Artinle 30 of ,
Regulation (EEC) No 804/68 (Commission decision after Opinion of the I'enasement

Committee). It must not he granted for more than twelve months after removal of the

product,

eofee



4. With regard to finanoing pr&oedure, a8 with sales with nn deferred
payment, sales receipts should be entered in the aonounts nrdwlded for in
Regulation (EEC) No 2306/70 on the day the product is removed hv the mirshaber!
Then, to enable deferred payment to he granted, the intervention agersies wonld
continue as during the period of intervention storage, to nrovide the reqired
funds, The interest cost in respect of these immobilized furds, calrulated
according to a method and rate to be decided in accordance with the nrocedure
provided for in Article 13 of Regilation (ERC) No 729/70 (Commission decision
after Opinion of the RAGGF Commitfec), would be borne hy FAGGF. It showld be
noted that for the last two years the interest ratc has been &% for funds
immohilized during a storage perind, Any riske of non-pavment must bo‘boverod hy
provision of a security or bank guarantee hy the nurchaser, or bv nther means on a
national 1evel Riska of changes in exchangp rates o&n be avoided by nrov*din~ that,
the price is expressed in the currensy of the Member State %o whirh the interven—

tion agency selling the product belongs.

5« In applying the proposed provisions account will be taken of the

Community's international commitments.



Pronosal for Comnnil Kegulation
} of ‘
~amending Council Regulation (ERG) No 2306/70 on the finan~ing
of intervention expenditure in reépect of th§,ihterna; maricet o

in milk and milk products

S

THE COUNCIL OF THF, EUROPRAN COMMUNITIES,
Having regard to the Treaty establishing the Wuropean Froonomic Commnity,

Having regard to Council Regulation (EEC) No 729/70 of 21 Aoril 1970 on the
financing of the common agricultural policy 1 , as last amended by anllaflon
(E=C) Mo 2788/72 (2), and in particular Article 3 (2) +hernof,t ,

‘Having regard to the prooosal 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
products (3), as last amended by Regulation (EBC) No 33¢/74 (4), nrovides, in
respect of the purchase, storage and sale of nroducts held in intervention storapo,
for annual accounts by product to determine net losses incurred by intervention
agencies; whereas the interest cost in resnect of funds immobilized bv the inter-
vention agency for the purchase of products constitutes one of the elements in

L

these accounts; ’ .

Whereas in the case of a sale where ﬁayment is daferred until after removal from
intervention storage, as provided for in Community rules, the costs arising from
the extended immobilization of funds by the intervention agency should aleo bn

taken into account in calculating net losses horne by'the intervention agen~r;

HAS ADOPTED THIS REGULATION :

(1) 0T No L 94, 28,4.1970, p.13.
gz) 0J No L 295, 30.12.1972,p. 1.
3% 0J No L 249, 17.11.1970,p. 4.
(4) 0T Mo L 37, 9.2.1974 , n. 5.



article 1 i

)

Article 4 (1) {g} and Articie 5 (1) (g) of Regulation (FEC) No 2306/70 are

amended as followat
¢ ¥

"(g) the financing costs, calculated by & method and at a rate of interest to
be determined in accordance with the procedure laid down in Article 13 of

Regulation (EWC) No 723/70 s

= for the pericd of intervention storage,

= for the pericd during whish wayment iz deferred after the removal from storage
of products esold for export, such period being granted where necessaryr for a
given male in sccerdance with the prosadirs provided for in Article 30 of

Regulation (EEC} Fo BGafggﬁw

Article 2

o 17 T A AR A

The following is addzd to Artisle 4 (2) (a) and Artiole 5 (2) (a) of Regulation
(EEC) Wo 2306/70 : . .

-~

" this amount shall be entered in the szccount on the day of removal from storage"

prapam g

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

in the Official Journal of the European Communities, '

This Regulation eghall be binding in ite entivety and directly annlinable in all
Member States,

Done at For the Council

The President



FINANCIAL STATEMENT
DATE 3 9.7.1976

1. BUDGET LINE CONCHRWED s Article 621, Item 6214 and article 622, Item 6221

2. ACTION : Proposal for a Council Regulation amending Council Regulation (EEC) n°
2306/70 on the financing of intervention expenditure in respect of the internal

market in milk and milk products.

3. LEGAL BASIS 1 Article 3 (2) of Council Regulation 729/79.

4. OBJECTIVES : Financing of the deferment of payment on the sale of intervention goods
for exportation.

5« FINANCIAL CONSEQULNCE FOR THE MARKETING YEAR- CURRE.‘\I%‘ PINANCIAL YEAR |FCLLCWING FINANCIAL YEAR
) ' ( )

5¢0 EXPEUDITURE
~CHARGED TO THE EC BUDGET

(REFUNLS/INTERVENTIONS ) 0 0 0 .
~CHARGED TO NATIONAL ADMINISTR. - negligible negligible
~CHARGED TO OTHER NATIONAL GROUPS - - =

5.1 RECEIPTS
~0WN RESOURCES OF THE EC
(LEVIES/CUSTONS DUTIES)

~NATIONAL

Ym 0...l9707.0... YEAR .l‘..lg?&'...‘ YEAR 000119790"D.
5.0.1 PLURIANNUAL PATTERN OF EXFENDITURE 0 0 0

5e1lel PLURIANNUAL PATTERI OF RECEIPTS

5.2 METHOD OF CALCULATION For skimmed milk powder during a deferment lasting 12 months the
cost of financing would rise to 26 u.a./T (based on a world price of 325 u.a./T).
These expenses would be laid to item 6214 of the budget. On the other hand, this de-—
ferment of payment offered to the exporter for a definite quantity is conducive to thg
tyest conditions of sale (saving under item 6214), and will allow a reduction or inhi-
it a rise in export refunds (saving under item 6200)s The proposed measure might bé
capable of enlarging the exported quantitiesy For the moment it is not possible to
'estimate the quantities which will be exported under this regime and consequently it
is not possible to evaluate the budgetary effects of this provision ; it might be nill

6.0 FINANCING POSSIBLE WITH CREDITS INSCRIBED IN RELEVANT CHAPTER OF CURRENT BUDGET ? YES &0

Aok, POSSIBLE BY TRANSKFER BETWZEN CHAPTERS OF CURALNT BUDGET ?

oS

642 NECESSITY FOR A SUFPLERENTARY BUDGE o i, ey YES/NO
603 CRIDITS TO BE U] ; E BUDGETS ? ‘ - YES/NO
ﬁ. :L - ,'J ‘ :
COIGENTS 3









