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TY: BUDGET OVERRUNS IN 1984 AND 1985
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We spoke about the Community budget overruns. This

gquestion was discussed in the Steering Committee on European

Questions last week. 'he Chancellor of the Exchequer is now

sending a minute to s colleague I understand that a time

} 1 r h A 12
has als0o now oDeen earmarxead ]

July for a meeting

between the Prime Minister and the Ministers most direct

-

B
concerned.

2. The Council of Ministers (Budget) on 18-19 July will be
discussing the Commission's 5 for a supplementary

budget for 1984 and for the

budget for 1985 Both proposals are

VAT

erefore, that firm corrective action

¥

respect the Community's legal obligations

United Kingdom's tactics are also important,

ot

fall-out and gain the maximum advantage from

1

timine of the corrections.

%, There

are three guidelines for the United Kingdom's broad

approach to the 1984 and 1985 budget overruns -

(i) we have consistently taken the view that the

rules on the Community's own resources must be respected
__‘_-—-—-_—

and that the Community cannot legally adopt a budget

Unless there is the revenue to finance it (article 199 of

the Treaty). We have ensured that the 1 per cent VAT

ceiling has not been undermined and we need to make

sure that nothing is done now which would allow the
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undermining of the 1.4 per cent
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we
publicly -
'inancing some
Community expenditure in Novembe cember 1984, the

Community financing woulc to come out of the

Council at

lasting system

the United Kingdom's

ubsequent years. There
a fixed refund of

refore to our

advantage that, if there is a choice, Community expenditure

should fall in 1985 or later years rather than in 1984.

The Commission proposed

supplementary budget of 2300.million ecu
proposal in the absence
on under article 235 of

states

resources had been increased

loan proposal and

expected to ﬂlinﬁrwv

financing by repayable advs

the Council of Ministers

fBuufP on 18-19 July First, how far the Council can reach

agreement estimated overrun; and

secondly, what shou b lone about the financing when the

inimum. The

figures and is

—about

to reach agreement
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expect that there will be a disagreement on

member states should make available temporary

——

to the Community in order to pay the bills
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November/December 1984, These advances wou
accordance with the VAT key,

would be liable for 20-21 per cent

would propose a regulation under

Treaty CW'.'"" animit ;‘J) :

on the Community's own resources but justifying

the ground that they also proposing that

the ceiling should be sed on 1 October 1985. We
f the undermining
an article 235 regulation on the own resources

o . gt T
ceiling and ]

nited Kingdom would be paying

straightaway at the VAT rate. [t would be difficult to

1

within the
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get any repayment of the advances in 198

budget correction/United Kingdom refund system, because
member states would oppose this. The Germans
like an article 235 regulation and have
chinking about payment of advances under s
s agreement
": solution of nine member states - Germany
e —

equivocal)

e —

(ii) any legitimate penditure for which Community

finance was not available i he last weeks of 1984

would be met nationally yith reimbursement from the

apub—t 4 -
Under this

arrangement t

only about 13 pe nt or less Community expenditure
in the last weeks of 1984 > yments to our own

farmers and trac

when all member 1tes were reimbursed

new budget correction/UK refund system would be in effect

f
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("temporary funding with reimbursement": solution of

the

Uni
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regul ati
amenable to our solution
think that the difficulties are temporary and wi
unravell by new own yurces becoming avai:

Lail

- |
proposal
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finance awvai

ace. The

lion ecu
that the Council
reach ‘agreement on a
preliminary draft budget chin the 1 per cent VAT

be strong pressure from other

celilling.

member states on Germany to ag > to the Commission's proposal

Jwn Resources sh

thus T“!?".'_f.".": ding the safety-v

after the Decision had
the
propose
ine some 1984 exmenditure into 1985.
revised Own Resources Decision on

disadvantages for

reasons

Parliament a higher baseline for

synenditure

normally reaches a common P«

£~ - o 1 r -
or the Llowing 3 SO

European Parliament in be launched.

are not directly

‘dom refund

/negoti:







