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Article 7(2) of Council Regulation (EEC) No 386/90 of 12 February 1990 on
the monitoring carried out at the time of export of agricultural products
receiving refunds or other amounts(1) lays down that the Commission is to
submit a progress report on the application of this Regulation to the
Council before 1 January 1992 and, in the light of experience gained,
propose any necessary amendments to the monitoring system.

The Commission is presenting this report on the basis of the Member States’
contributions and the experience which has now been gained. Unfortunately,
some Member States replied(2) reiatively late(3) while others(4) have not
yet replied, despite several reminders(S)

The report could not be submitted until now for the .above reason.

1
(2)
(3)

(4)
(5)

OJ No L 42, 16.2.1990, p.6.

The letter in which the Member States were asked to make their comments or
suggestions on the possible improvement of the monitoring system was sent on
11 June 1991. Replies were requested by 15 September, at the latest.:

The reply from the Netherlands was not received until 12 December 1991 and
that from Luxembourg not until 21 January 1992.

France and the United Kingdom.

The last being in connection with the meeting of the Management Commi ttee on
Exchange Mechanisms held on 13 October 1992.
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B. Part One: The monltoring system instituted by Regulation (EEC) No 386/90

Regulation (EEC) No 386/90 was adopted to ensure that export transactlons
giving rise to payments of amounts funded by the EAGGF are actually carrled
out and are executed correctly.

To this end, .the Regulation requires that at least 5% of the export
declarations In respect of which applications for the payment of refunds or
all other amounts In respect of export transactions have been submitted are
monitored by spot checks conducted frequently and without warning. The
scrutiny rate generally appllies by customs office, by calendar year and by
product sector. These checks are to be carried out at the time the customs
export formalltles are completed and before authorization Is glven to export
the agriculturail products quallfying for the abovementioned amounts.

In accordance with the Management Committee procedure, a higher scrutiny
rate may, by way of exception, be fixed for specific cases on the basis of
objectlive findings of an increased risk of fraud.

The Regulation also provides for transltional measures which however regulre
an implementing regulation. The detaliled rules of applicatlion were laid down
by Commission Regulation (EEC) No 2030/90(6) of 17 July 1990 which

specifles In detall:

- the exports to which the Regulation Is appllcable,

- the basls upon which the scrutiny rate Is calculated,
- the period in which the checks must be carrled out and
- the transitional measures for 1990 and 1991

particular account being taken of the declarations In the Councll
minutes(7) as regards the clarifications to be made In the detalied rules
of appilcation.

(6) OJ No L 186, 18.7.1890, p. 6.
(7) Doc. No 4580/90, 2.2.1990.



On the basis of these Regulations, the monltoring system is as follows:

The monlitoring system covers all agricultural products attracting export
refunds, monetary compensatory amounts (MCAs) and accession compensatory
amounts (ACAs) upon export. Regulatlion (EEC) No 2030/80 clarlifles what
I's meant by "exports": this term covers exports to third countries and
simllar operations as referred to In Articies 34 and 42 of Regulation
(EEC) No 3665/87(8) (in particular deliveries within the Community to
internatlional organizations and to the armed forces as well as supplies
for the victualling of ships or aircraft).

2. Exemptions

Exemptions from the monitoring system are provided for. in the fdllowlng
cases (Article 1(2) to (4) of Regulatlon (EEC) No 2030/80):

(a) Exports in the form of Community food ald as referfed to In
Regulation (EEC) No 2200/87(9)

(b) Furthermore, the Member States are authorized not to take into
account delliveries under Articles 34 and 42 of Regulation (EEC)
No 3665/87 (the dellveries mentioned In paragraph 1 above) if the
exporter quailifles for the procedure referred to In Article 35 of
Regulation (EEC) No 3665/87.

(8) OJ No L 351, 14.12.1987, p.1.
(9) OJ No L 204, 25.7.1987, p. 1.
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A de minimls ruie Is also lald down whereby the Member States are
author lzed not to take account for scrutliny purposes of exports not
exceeding 5 000 kg In the case of cereals or rice or 500 kg in the
case of other products. . .

The following Member States apply the exemptions mentioned In (b) e
and (c) above: ’

(b) (c)
Denmark - +)
Belglum | -) (+)
Germany 1 (+) | (+)
Greece no concrete data
Spain ‘ ' 1 (+)
France
(reland (=) =)
italy o - 1 () (=)
Nether Iands ' =) (+)
Portugal (-) (+)
Luxembourg (+) (=)
United Kingdom

(+ = yes / — = no)
Natlonal provislons to counter abuses

- In the case under (b) above, the strict conditlions for the
author lzation of more flexible procedures pursuant to Article 35
of Regulation (EEC) No 3665/87, In particular the obligatlion to
maintaln a register containing the particulars permitting
ldentiflcation of the products concerned, the means of transport
and the date of loading, the obligation to faclllitate the checks
conslidered necessary and to keep the reglister for a certain
length of time, guarantee In general that there is no abuse In
this area, given that these procedures are only granted to
credible operators.
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- In the case under (c) above, the deliveries In question are
usually checked, elther sporadically and without warning or on
the basis of a risk analysls uslng the documents accompanying
the goods

The export declarations In.respect of which appllcatlons for refunds,

MCAs and ACAs are submitted form the baslis for the determlnatlon of the
scrutiny rate.

The rate Is applled:

by custbms office

by calendar year -
by product sector.

(aa) In-"general, customs offlce means all offlces competent to accept an
export declaration for the products in question. However, the
Member States are authorlzed to aggregate the data relative to
several customs offices where the number and volume of exports do
not reach a significant level In a caiendar year.
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. (bb) On the basls of the Informatlion communlicated by the Member States,
the application of this authorlization Is as follows:

Denmark )
- Belglum (-)
Germany ‘ '_ {-)
Greace no concrete data
Spain | B
France
ireland | | (+)
Italy “ ' (-)
Nether lands -)
Luxembourg (-)
Portugal (+)
United Kingdom

(+ = Yyes / - = no)

(b) A product sector corresponds In principle to the scope of each
common market organization. Nevertheless, rice and cereal products
form ‘a single product sector. This also applies to products not
listed In Annex I1I. '

Period during which the checks are to be carried out

(a) The checks are normally carrled out In the perlod between the
lodging of the export declaration and the Issuing of the
authorization to export the goods.



(b) Particular rules are lald down to specify the monitoring perlod in
the case of transactlons carried out In accordance with the
simplified procedures referred to In Articles 18 and 19 of
Directive 81/177/EEC(10) (Directive on the export of Community
goods) under which the export declaratlion may be replaced by other
documents or formallities. In such cases, the repiacement measures
mark the beginning of the monitoring period.

(¢) Provision Is made In exceptional cases to take previous checks into
account In calculating the scrutiny rate. This applies Iin two
cases: . ’ :

- where the physical checks are carried out at the time of storage
or processing, the refund having been pald In advance in
accordance with Articles 24 to 29 of Regulation (EEC)

No 3665/87;

- where analyses or other physical checks are carried out prior to
the compietion of the customs export formalities under Community
or natlonal provisions governing the customs arrangements In
question or the manufacturing processes which the products and
goods have undergone. :

S.. Iransitional measures . . e

For a'twoeyear transitional period, the 5% rate is reduced to 3% in 1990
and 4% In 1991.

These reduced rates apply to all sectors taken together for each customs
office, or for all customs offices In one region where aggregation has
been applled.

‘Nevertheless, on the basis of the Information supplied by the Member
States, . ‘it can be seen that the reduced scrut Iny I’ates have been
exceeded by some Member States. -

(10) OJ No L 83, 30.3.1981, p.40.
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C. Part Two: Evaluation of the applilcation of the monitoring system

t. .The Member States’ Initlal expertence of the system
1. The system In operation

At the present stage, It Is difflcult to make a firm judgement on the
difficulties encountered during this perliod of progressive e
Iimplementation of the new system.

Nevertheless, some Member States have Indicated that compliance with the
scrutiny rates, particulariy following the introductlion of the strict 5%
rule by customs office and by sector, has - or will have - a negative
effect on. the other customs inspection tasks, glven that budgetary
constraints do not permlt an increase In the number of Inspectors.

2. The number of inaccurate export declarations

On the basis of the Information supplled by the Member States, only
about 1% of all exports scrutinlzed under the monitoring system was
Inaccurate. .

[1. Beview of the monitoring system
1(a) Rlsk analvsls as an alternative to the strict 5% rule

In the context of the remarks made under C.i.1., the most significant
criticism made by some Member States was the fact that observance of the
strict requirements of the scrutiny rate in each sector did not meet the
“alms of the system. The Regulation as ‘It stood would thUS'rpsuit in a
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mobillization of monitoring resources, even In the sectors not at risk.

A system based on a prior "rlsk ‘analysis” would result In a more
targeted monitoring operation and a more efficlent use of resources as
the check would be centred on the sectors and exports which should be
conslidered especlally at risk.

Some Member States proposed replacing the strict 5% rule by.sector:

- either by Commission guidelines given to the Member States and
allowing them to determine for themselves at natlonal level a plan
for priority checks on the basis of a "risk analysis" drawn up by
the Member States themseives,

- or by making It possible for Member States to carry out the checks
on the basis of the results of a risk analysis at national level
and to concentrate, where appropriate, their efforts on a
particular sector while not observing the scrutiny rate In other
sectors, as long as the §X rate for all exports iIs observed.

Comments

Aslide from the general conclusions set out at the end of the report, the
Commission would stress that risks exist with all sectors, although for
certaln of them the 5% threshold could be too high.
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Some Member States propose that a special provision should be lald
down for the products not included In Annex |1 which derogates from
the princliple that a physical check Is requlired when the
classification or quallty cannot be verifled by means of a simple
visual check, but only by a detalled check or an analysis.

For such products, a rellable check as to thelr quallty ls possible
only at the tlme of thelr manufacture.

Comments

The Commission will examine whether [t Is appropriate to make
specific provisions for products.not Included In Annex I1.

Some Member States propose not to 1imit the flexibility provided
for In Article 1(3) of Regulation (EEC) No 2030/90 to cases of
dellverlies within the Community similar to export (supplies for
victuallling), but to extend such flexibility to all cases which are
exempt from the requirement to submit goods to a customs office.

comments

Exemption from the requirement to submit goods to a customs office

- concerns a procedure which Is not comparable with the case of

specific delliverles simiiar to an export operation. Furthermore,
such exemption could In itself constitute an element of risk.
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Part Three: Concluslons

For a number of Member States the Introduction of the monlitoring system has
not resulted In major difficulties, apart from the transitional problems
assoclated with Introducing a new system.

The main criticism of the Regulatton concerns the strict 5% rule. In the
view of certaln Member States, the Inflexibility of this rule could
jeopardize more effective checking based on risk analysis, thelr staff
resources being gerared to compiiance with the §%¥ rule.

It should be noted that, from 1 January 1993, the abolition of customs
formalities In intra-Community trade In Community products, which will
involve the dliscontinuance of a substantlal number of checks, Is llkely to
affect staff availability levels in the Member States.

In addition, the principle Is laid down In the Community customs code
whereby the export declaratlion must be submitted at the customs office
responsibie for surveiltance at the place where the exporter Is based or
where the goods are packed or loaded for transportation. The application of
this proviston should facilltate physical checking of the products.

The EAGGF Is currentiy carrylng out checks to verify the Implementation of
Regutation (EEC) No 386/90. Once conclusions have been drawn and In the
light of the changes referred to in paragraph 3, a supplementary report,
possibly containing an amendment to Regulatlion (EEC) No 386/90, wlll be sent
to the Council. :
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