Treasury Chambers, Parliament Street, SWIP 8AG :
O1-233 3000

SECRETARY OF STATE FOR FOREIGN AND COMMONWEALTH AFFAIRS

EC BUDGET: REFUNDS TO THE UK IN RESPECT OF 1983

The agreement reached at Stuttgart about refunds to the United Kingdom in respect of
the 1983 Community Budget meant that we could put our contingency "withholding"

plans on ice.

Ce But the response of the French and some others to that agreement suggests that
e ————

securing its 1mp1ementatlon will not be easy, and that we cannot wholly rule out" the

\/p0551b111ty of again having to consider withholding at some stage. We would have to

examine the question again 1f the Community's budgetary procedures, including not

[ —

only the insertion of the relevant lines in the Budget, but the drawing up of the

necessary Regulations which would provide the legal basis for payments to the UK,

were clearly being used to frustrate the timely receipt of the net 750 million ecus
promised by the Council. By "timely" I imply the now customary procedure for the
receipt of about 90 per cent of the sums due by the end of the UK financial year: in

the present case, March 1984.

3. I have accordingly looked at the budgetary timetable to identify critical dates -

see parts I and II of the attached Annex. Events at each stage would be influenceg_by

=g

the progress - or lack of it - being made in the parallel discussions on the longer term

—

f)roblems of Community financing..

//

/4. 1 conclude
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4. I conclude at present that while we must expect attempts at obstruction

beginning at the time of the July Budget Council, these should not precipitate any

final crisis. More important would be the weeks before mid-October - the last

practical time for inserting refund figures in the Budget if the so-called Rectifyi%

Letter procedure becomes necessary: and towards the end of December, by which

time we would need to have secured both the necessary Regulations - implying the full

consent of the Council to the implementation of the refunds - and the adoption of the

Budget by the European Parliament - implying their final consent, too.

5. I have also looked again at the arithmetic of withholding - see part I of the
Annex. It looks as if - despite unavoidable uncertainties - we would have a fair chance

of securing in the current financial year a high proportion of the amounts due to us, if

in the event we were forced to start withholding in November.

6. If we were again obliged to consider taking this step, we would have to con51der,

in the new circumstances, the question of the tunmg of legislation. Given the advice

of the Attorney General, T would be very uneasy about delaying legislation, as

suggested in your minute of 10 June - which dealt of course with the different sc;nmio

of no agreement at Stutt;g_agt.

7. I am sending copies of this minute to the Prime Minister, the Minister of

Agriculture, the Attorney General and to Sir Robert Armstrong.

(N.L.)
1 July 1983
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Micd-COctober Lztest date”"” for Council to establish the nectifying
Letter to the draft budget. This is the last przcticz’
time for entering refurnds if they kave not already

been entered.

2t-28 October Zuropean rarlisment : first reading of draft bucdge:.

The Parliesment nay propose mocdifications to recduce

or remove those parts of our refund provisicn which
; are classified obligatory; or arendments for these .

classified non-obligatory.

22 Novenmber Second Budget Council : consideration of the European
Parlizment's amendments and modifications. A gualified
majority of the Council is reguired to reject any
proposals which do not increase overall expenditure.

5-6 December European Council, Athens.
12-16 December European Farliament plenary session to adopt/reject
" 1984 Budget. They may reinstate any zmencments to

non-obligatory provision (subject to the maximum rate
of increase) but pot any modifications (obligatory).

The Zuropean Parliameant can (with & two-trirds
. majority) reject the draft Budget in its entirety
(2nd has done so on earlier occasioms).

II. ERemulations

- Cozmunity Regulations provide the legal basis for making pzymerts
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stzges to 'be gone through by t=ze
ezC ol Dececbter 1883 zre :-

. 0 Cozmission éraft of Reguletions

18.e Cpinions freor Court of iAuditors znd Economic end Socizl
Cou*1t* ee. {(These do not, however, have any mancatory effect).

2 1 Puropear Farliement Opinion, which may demand conciliatics
with Council before Regulations are adopted. ZRegulations cannot
be sdopted without an Opinion from the European Parliament, but

the Opinion need not be favourable.

iv. 4doption by the Council. This reguires unanimity since the
Reguletions fall to be made under Article 225. .There might have
to be conciliation with the European Parliament before adoption.

Ill. Dot flows fror EEC KNo.4 Account

 f o - impbssible to be certain about the pzttern of outflows from the --
=2C Bo.4 Account;, Nuch depends for example on the timing of agricultur

receipts bv the UE; and the dates of adoption of any supplemerntars
budgete.

Oz the zssumption that the 1983 supplementary budget #1311l be adopted
in October or Lovember, peyrents out in the last ot uarter ol the yesr m=v
be of the order of £150-200 million. This is rathe,j;ower than =t

-ze tote: cutflow between Octobe* and 21 lerck whick we Tigkt expect
©To intercent if we withbeld over that period is thus of the order of

/ .. E400-520 rilliomn
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