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Council Decision of 26 May 2014 on the System of Own Resources of the European Union (2014/335/EU, Euratom)

1. Background

General

Article 311 of the Treaty on the Functioning of the European Union (TFEU), stipulates that the EU Budget, (which is known as an expenditure budget), should be financed wholly from EU own resources, without prejudice to other revenue. 

Recourse to the different sources of revenue is sequential. Firstly, other revenue (such as taxes and fines), secondly, customs duties (traditional own resources) and, thirdly, VAT-based resources, are deducted from the budgeted expenditure. The remaining amount is financed by the GNI-based resource. Though initially intended as a ‘residual resource’, in recent years, the GNI–based resource accounted for over 70% of the EU Budget. Other revenue accounted for about 7%, whilst customs duties and VAT-based resources accounted for about 12% and 10%, respectively. In addition, the own resources system includes also various correction mechanisms in favour of a number of net contributors, principally a correction in UK’s favour based on adjusted GNI shares.

2014-2020 own resources

The different types of own resources and the methods for calculating them are set out in three legislative acts. On 26 May 2014, the Council of the European Union adopted the new 2014-2020 own resources acts. These form part of the EU's multiannual financial framework (MFF) 2014-2020 package, together with the Council’s Regulation of 2 December 2013 on the MFF and about 70 funds and programmes sector-specific acts, which were adopted towards the end of 2013 and the beginning of 2014. All legislative acts translate the European Council’s (Heads of State or Government) agreement on the MFF of 8 February 2013 into legal terms.

The 2014-2020 adopted legislative acts on own resources are the following:

· Council Decision 2014/335/EU on the system of own resources of the EU laying down the main provisions: this decision required unanimity in Council following the European Parliament’s consent. Additionally, in accordance with Article 311 of the TFEU, this decision must be approved by all Member States in accordance with their constitutional requirements,
[Explanatory Memorandum on an Amended Proposal for a Council Decision on the system of own resources of the European Union (COM(2011) 739)];
· Council Regulation No 608/2014 laying down implementing measures, which required qualified majority in Council following European Parliament’s consent,
[Explanatory Memorandum on an Amended Proposal for a Council Regulation laying down implementing measures for the system of own resources of the European Union (COM(2011) 740)];
· Council Regulation No 609/2014 establishing the methods and procedures for making available the budgeted revenue, which required qualified majority in Council after consultation with the European Parliament,
[Explanatory Memorandum on an Amended Proposal for a Council Regulation on the methods and procedures for making available the traditional and GNI-based own resources and on the measures to meet cash requirements (COM(2011) 742)].
The three acts will only enter into force towards the beginning of 2016, when it is expected that the Own Resources Decision would have been approved by all Member States in accordance with their respective constitutional requirements. These acts will then apply retroactively, as from 1 January 2014, similarly to previous MFF periods.
The own resources rules for the 2014-2020 period provide for the same type of own resources, as the 2007-2013 MFF (i.e. customs duties, VAT and GNI-based own resources). However, for the 2014-2020 period, Member States will be allowed to retain 20% of the customs duties to cover their collection costs (instead of 25%). 

The correction mechanism in favour of the United Kingdom and the related adjustments in favour of Germany, the Netherlands, Austria and Sweden were maintained. A reduced VAT call rate of 0.15% (rather than 0.30%) will apply to Germany, the Netherlands and Sweden, for 2014-2020 only
. Denmark, the Netherlands and Sweden will also benefit from reductions in their annual GNI-based contributions for the period 2014-2020 of €130 million, €695 million and €185 million respectively at 2011 prices
. The Austrian annual GNI contribution will be reduced by €30 million in 2014, €20 million in 2015, and €10 million in 2016, at 2011 prices.

2. Course of action

Following approval from Cabinet dated 2 June 2015, Council Decision 2014/335/EU is being submitted to the Standing Committee on Foreign and European Affairs for discussion in accordance with the proviso to article 4 (2) of the European Union Act (Cap 460). 
� For the period 2007-2013, the rate of call of the VAT resource for the Netherlands and Sweden was 0.1%, whereas Germany had the same call rate of 0.15%. Austria had a preferential rate of 0.225%.


� Marginally lower GNI corrections applied for the Netherlands and Sweden for 2007-2013.





	
	1



