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European Community Finances

In 1980, following a recommendation by the Public Accounts Committee, the
Government agreed to present an annual statement to Parliament giving details
of the European Community Budget.

2. This White Paper is the twentieth in the series. It describes the Budget for
2000 as adopted by the European Parliament and the United Kingdom’s gross
and net contributions to the Community Budget over the years 1995 to 2000. It
also includes details of recent developments in EC financial management and
the fight against fraud.

I. EC Budget
A. Budgetary process
(i) The Budget process

3. The annual European Community Budget is established by the budgetary
authority, which consists of the Council of Ministers and the European
Parliament, through a process known as “the shuttle” (from the French
“navette”).

4. The “shuttle” begins, usually in April, with the establishment of a
Preliminary Draft Budget for the following year by the Commission. On the
basis of the Preliminary Draft Budget, the Council establishes its own Draft
Budget in July. This is passed to the European Parliament for its first reading,
which takes place in October. The Budget then returns to the Council in
November for the Council’s second (and final) reading. The European
Parliament makes its second reading in December, after which the Budget is
adopted by the President of the Parliament.

5. The Council has the final say on the amount and structure of compulsory
expenditure, which is defined as expenditure necessarily resulting from the
Treaty or from acts adopted in accordance with it. Spending carried out under
the Common Agricultural Policy - around 46% of the total expenditure in 2000 -
and certain small items in other sections of the budget is classed as compulsory.
The European Parliament has the final say on all other, non-compulsory,
expenditure.

(ii) The Financial
Perspective

6. Since 1988, the annual budget has been set within a multi-annual
expenditure framework known as the Financial Perspective. In the 2000 budget,
the Financial Perspective sets out annual expenditure ceilings for seven broad
expenditure categories (agriculture, structural operations, internal policies,
external actions, administrative expenditure, reserves and pre-accession aid)
which must be respected by the budgetary authority (Council and European
Parliament) when it determines the Budget. The expenditure ceilings are set in
terms of expenditure commitments, ie legal expenditure obligations entered into
during the year which will lead to payments either that year or in future years.

7. The Financial Perspective covering the budget year 2000 was part of the
wider agreement at the March 1999 Berlin European Council covering EU
expenditure for the years from 2000 to 2006. This agreement is set out in an Inter
Institutional Agreement between the Commission, the Council and the
European Parliament.
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(iii) The Own Resources
ceiling

8. The annual Budget is also subject to a binding ceiling on the revenue side,
known as the Own Resources ceiling. This is fixed in terms of a percentage of
overall Community Gross National Product (GNP). It is equivalent to 1.27% of
Community GNP. The ceiling sets the maximum amount of Own Resources (in
effect, Member States’ contributions to the European Community Budget)
which the Commission is allowed to call up each year. Because the Community is
not allowed to borrow, revenue must equal expenditure. The Budget is therefore
effectively limited by the amount of Own Resources that can be called up from
Member States.

B. Budgetary Discipline 9. Budgetary Discipline is maintained by the Financial Perspective, the Budget
Discipline Decision and the Loan Guarantee Fund Regulation.

(i) Revision of the Financial
Perspective

10. Paragraph 15 of the 1999 Inter Institutional Agreement allows for annual
technical revisions of the Financial Perspective to take account of movements in
Community GNP and prices, and the conditions of implementation of the
Budget (primarily to adjust for underimplementation of the Structural Funds) in
previous years. These amendments are purely technical in nature and bring the
figures for commitments and payments up to date in the light of the rate of
inflation.

(ii) Budget Discipline
Regulation

11. The Council is in the process of adopting a new Budget Discipline
Regulation. This new Regulation will ensure that the expenditure ceiling set for
the Common Agriculture Policy (CAP) for 2000-2006 is respected. This ceiling
forms part of the Financial Perspective agreed at the Berlin European Council in
1999. The new Budget Discipline Regulation will replace the Budget Discipline
Decision adopted on 31 October 1994.

(iii) Loan Guarantee Fund 12. The Loan Guarantee Fund Regulation, also adopted on 31 October 1994,
imposes discipline on Community lending to non-Member States. Each time a
loan or lending guarantee is approved by the Council, a proportion of the loan or
guarantee is transferred to the Fund from the Loan Guarantee Reserve (one of
the reserves under Category 6 in the Financial Perspectives).

The proportion is determined by the provisioning rate, which is currently 9%.1

13. The Loan Guarantee Reserve ceiling, which is equivalent to 203 million or
£228 million in the 2000 Budget, sets a limit on the total sum which can be used to
make provision against external lending, and therefore to the volume of lending.
Any defaults have to be met from the Fund.

C. The 2000 Budget 14. Table A sets out the amounts established for the 2000 Budget at each stage
of the budgetary procedure - which ran from April 1999 to December 1999 - and
relates these to the Financial Perspective ceilings.

15. The final adopted Budget amounts to 93.28 billion euro or £58 billion in
commitment appropriations, which is 0.67 billion euro below the Financial
Perspective ceiling. Total payment appropriations amount to 89.39 billion euro
or £55.6 billion, or 1.11% of Community GNP, well under the Own Resources
ceiling of 1.27%.

16. The 2000 Budget represents a decrease over 1999 of 3.5 per cent in
commitment appropriations, and an increase of 4.4 per cent in payment
appropriations.

1 As of 1 January 2000 (Council Regulation No. 1149/99)
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D. Developments in
Community spending

17. Chart B shows the developments in Community spending over the period
1991-2000. The two most significant trends are the reduction in the proportion of
spending on agriculture which now forms under half the total budget - and the
simultaneous increase in structural operations expenditure, which has increased
to over one-third of the budget in 2000. Refunds to Member States have ceased,
and a new Budget Category of pre-accession aid has been created, following the
agreement at the Berlin Council in 1999. The other spending categories have
remained fairly constant over the period.

18. Further details on spending in recent years are given in Tables 1 and 1a
(p. 21 & 22). These tables show commitments and payments for the years
1995-2000 in euros3 and sterling. These tables show the main spending
programmes broken down by Financial Perspective category.

Developments in Community Spending 1991-2000

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000

0

20

40

60

80

00

Pre-accession aid
Refunds to Member States

Reserves

Administration

External Action

Internal policies

Structural operations

Common Agricultural Policy

2000 EC Budget – Payment Appropriations

Structural operations 36.0%

Common Agricultural Policy 46.0%

Pre-accession aid 2.0%
Reserves 1.0%

Administration 5.0%

External action 4.0%
Internal policies 6.0%

3 On January 1 1999 the value of the euro was set to that of the ecu. For the sake of simplicity the euro
is also used in this document in referring to past budget years.
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E. Community Revenue
(i) The Own Resources

Decision

19. The arrangements for financing the Community Budget are set out in the
Community’s ‘Own Resources Decision” (ORD). The ORD sets a ceiling (the
Own Resources ceiling) on the amount the Community can raise from Member
States in any one year, expressed as a percentage of Community GNP. This
ceiling may only be amended by unanimity, and, taken together with a small
amount of miscellaneous expenditure available to the Community (eg pensions
payments of staff, sale of goods and services) sets an absolute limit on the size of
the Budget in any one year.

20. The current ORD, which came into effect on 1 January 1995, increased the
Own Resources ceiling, in steps, to 1.27% of Community GNP in 1999 and
beyond. This ORD also gradually increased the proportion of the GNP-based
resource while reducing that of the VAT-based resource and progressively
reduced the cap on the VAT base.

(ii) The Revenue Structure 21. The ORD allows for four sources of Community revenue, or “Own
Resources”:

i. Customs duties, including those on agricultural products. These are paid
on a range of commodities imported from non-member countries.
Following the agreement on agriculture during the Uruguay GATT
Round, most agriculture duties are now fixed. However, for some key
commodities, they continue to vary in line with changes in world prices;

ii. Sugar levies. These are charged on the production of sugar to recover
part of the cost of subsidising the export of surplus Community sugar
onto the world market;

iii. Contributions based on VAT. Essentially, the VAT base is the amount
yielded by applying a notional rate of 1 % to an identical range of goods
and services in each Member State. Member States are, however, subject
to a cap on their VAT contribution as a share of their Gross National
Product. The cap on the VAT base is currently, 50% of 1 % of GNP for
all Member States;

iv. GNP-based contributions. The amount due is calculated by taking the
same proportion of each Member States’ Gross National Product.
Because the Community is not allowed to borrow, revenue must equal
expenditure. The GNP resource is the budget balancing item; it covers
the difference between total expenditure in the budget and the revenue
from the other three resources, subject to the overall own resources
ceiling.

22. The first two own resources are known collectively as the “traditional own
resources” (TOR). The VAT and GNP-based contributions are often referred to
as the “third” and “fourth” resources.

23. Member States pay their contributions for a given Budget year in twelve
monthly instalments (VAT and GNP-based contributions on the first working
day of each calendar month, TOR on the first working day following the 19th of
each month). The VAT and GNP-based contributions are subsequently adjusted
in the light of a number of factors such as outturn figures for GNP (further details
are given in technical annex I (p. 30 and 31)). If outturn expenditure is below the
amount raised from Member States, excess contributions are refunded in a
subsequent Budget, (a Supplementary and Amending Budget for the year).



10

(iii) Community revenue in
2000

24. Tables 2 and 2a (p. 23 and 24) show the estimated gross contributions, by
Member States, to the EC Budget for the years 1995 to 2000. The key points to
note are:

● in 2000 revenue from TOR is estimated to be £8.5 billion, of which the
UK’s share is some 19.9%. In 1999 revenue from this source was
estimated to be £8.8 billion, of which the UK’s share was 19.1%. The fall
in the amount estimated to be raised from this resource in 2000 means
that, all other things being equal, Member States will make,
proportionately, higher fourth resource payments in 2000 than in 1999;

● total VAT contributions in the 2000 Budget are forecast to be around
£21.2 billion. The UK’s share of this total (after abatement) is 9.5 %. In
1999, total VAT contributions were estimated to be £20.4 billion, of
which the UK’s share (after abatement) was 6%;

● total GNP-based contributions in the 2000 Budget amount to some £23.5
billion, including a possible £0.6 billion contribution to Community
reserves. The equivalent figure for 1999 was £24.7 billion, including £0.8
billion for the reserves (which were not all called up in 1999). The UK’s
share of the fourth resource in 2000 (including potential contributions to
Community reserves) is 18.4% (in 1999 the equivalent share was 15.9%);

● the estimate of the UK’s abatement in 2000 (in respect of our net
contribution in 1999) is around £2.1 billion compared with £2.2 billion in
1999;

● the UK’s share of total gross contributions (including potential
contributions to the reserves, but after abatement) in 2000 is 15.1%. This
compares with 25.2% for Germany, 16.7% for France and 12.6% for
Italy. The equivalent 1999 figures are 12.7% for the UK, 26.4% for
Germany, 17.3% for France and 13.1% for Italy.

(iv) The abatement and the
UK’s net contribution

25. Since 1984 The UK’s contributions to the VAT own resource have been
abated in recognition of the relatively low level of UK receipts, compared with
UK contributions to the Community budget. In broad terms the UK receives an
abatement of its gross contributions equal to 66 per cent of the difference
between its unabated UK contribution and its receipts, subject to the following
qualifications:

a. the abatement applies only in respect of spending within the
Community. Expenditure outside the Community (mainly aid),
amounting to around 6 per cent of total EC budget expenditure in 2000,
is excluded;

b. the UK’s contribution is calculated as if the budget were entirely
financed by VAT;

c. the abatement is deducted from the UK’s VAT contribution a year in
arrears.

26. The formula for the calculation of the UK abatement is set out in the ORD
and in a Working Methods Paper first published in 1988 and revised in 1994.

27. The Commission is directly, and solely, responsible for determining the
UK’s abatement. It calculates the abatement on the basis of a forecast of
payments from the Budget to Member States and of Member States’
contributions to the budget. This is subsequently corrected in the light of outturn
figures. Corrections may be made up to three years in arrears, after which a final
reckoning is made (known as the definitive calculation of the abatement in
respect of a, specific, Community budgetary year).
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28. Table 3 (p. 25) shows the UK’s contributions to, abatement, and public
sector receipts from, the Community Budget for the years 1995 to 2000. The
figures for 2000 are estimates, those for earlier years are outturns.4

29. UK Public sector receipts in 2000, mainly from the Agricultural Guidance
and Guarantee Fund (EAGGF) and the Social and Regional Development
Funds, are expected to be around £4.3 billion. The majority of these receipts are
either paid to the private sector or used in its support.

30. Receipts for a number of small Community programmes, the bulk of which
are for research and development, are mainly paid by the Community direct to
the private sector. In 2000 these payments are expected to be around £410
million. As these payments go direct to the private sector they do not appear in
Public Sector accounts and thus do not appear in Table 3 (p. 25), nor are they
included in the Government’s financial year forecasts which appear in both the
Financial Statement and Budget Report and the Departmental Report of the
Chancellor of the Exchequer’s Departments.

31. The UK’s net contribution in 2000 is estimated to be some £4 billion,
compared with some £3.6 billion in 1999.

32. The UK’s net contributions to the Community Budget vary considerably
from year to year. This is the result of a number of factors. The main reasons for
the difference between the forecast for 2000 and the 1999 net contribution are:

(i) higher rate of growth in the UK economy compared to other Member
States has increased our GNP and VAT payments in 2000; as a result of
this, we expect a significant increase in our abatement in 2001;

(ii) a lower abatement in 2000 (£2,085 million) compared with 1999 (£3,171
million), which included an upward correction of some £776 million to
the 1998 abatement. Updates of earlier estimates of our abatement
reflect improved estimates of the data for UK and other Member States’
VAT and GNP which are used in the calculation;

(iii) a higher estimate of UK public sector receipts (£4,325 million) in 2000
compared with the outturn for 1999 (£3,479).

33. The estimate of the UK’s net contribution in calendar year 2000, shown in
Table 3 (p. 25), differs from the estimate for the financial year 2000-01 contained
in the Chancellor’s Departmental Report (Cm 4615) for three main reasons:

(i) first, the estimates relate to different time periods;

(ii) second, the figure in Table 3 (p. 25) reflects the actual net contribution
expected to be paid in 2000, whereas the figure, for 2000-01 in the
Departmental report reflects the trend in the UK’s net contribution; and

(iii) the figures in Table 3 (p. 25) take into account information which was not
available at the time the figures in the Departmental Report were
prepared.

4 The amounts for the UK’s gross contributions in Table 3 reflect payments made during each
calendar year. They differ from the figures for gross contributions in Table 2 in that these figures,
drawn from Commission documents, relate to payments to particular Community Budgets.
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(v) Comparison between the
Government’s and the
Court of Auditor’s
figures for the UK’s net
contribution

34. In its Tenth Report, of 21 February 1996, the Public Accounts Committee
asked the Government to provide each year an explanation for the difference
between the Government’s own outturn figure for the UK’s net contribution and
the figure for the UK’s net contribution that can be derived from the European
Court of Auditors’ annual report for the same year. This White Paper reports on
the likely differences for the 1998 calendar year.

35. The main factors which appear to account for the difference between the
two sets of figures are:

(i) the Government’s figures are for the public sector only, whereas the
Court’s figures also include payments made direct to the private sector
(estimated at around £505 million for 1998);

(ii) the late adoption of Supplementary and Amending Budget No. 1 1998
meant that associated changes to contributions were not implemented
until January 1999 and do not, therefore, appear in the Government’s
figures for 1998. These are some £272 million higher as a result;

(iii) some payments to, and receipts from, a given Budget are made in the
early weeks of a subsequent Budget year. We understand that under
Community accounting rules these receipts and payments are scored in
the accounts of the Budget for the previous year, whereas they are
included in the Government’s cash flow figures for the year in which the
transactions took place. It would appear that the net effect of
transactions of this kind is to make the Government’s 1998 cash flow
figure for the UK’s net contribution up to some £26 million lower than
that indicated by the figures for the UK in the Court of Auditors’ report
on the 1998 Community Budget.

36. Technical annex II (p. 32 and 33) provides a comparison between the two
sets of figures.

II FINANCIAL MANAGEMENT AND
ANTI-FRAUD

F. Financial Management 37. Financial management of the European Union budget, and measures to
counter fraud against the budget, has had an extremely high profile since the
European Parliament’s postponement in 1998 of discharge of the 1996 budget,
which led to its vote on a censure motion on the Commission on 14 January 1999.
The Commission survived the censure motion, but the Parliament’s Resolution
calling for a Group of Experts to look at how the Commission deals with fraud,
mismanagement and nepotism was agreed. The Committee of Independent
Experts, popularly referred to as the “Wise Men”, published its report on 15
March 1999. In response to the criticism in the report, the Commission decided,
collectively, to resign.

38. The European Council, meeting in Berlin on 24-25 March 1999, nominated
Romano Prodi as the new President of the Commission and called on the new
Commission to put speedily into effect the necessary reforms, in particular for
the improvement of its organisation, management and financial control. At the
Cologne Council on 3-4 June 1999, Mr Prodi undertook to bring forward a
detailed plan on reform of the Commission by February 2000. Neil Kinnock was
appointed Vice-President of the Commission with special responsibility for
reform. He set up a ten-member “Task Force for Administrative Reform” which
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aimed to define the reform strategy and supervise its implementation. This has
taken account of input from Member States and the European Parliament
including a second report of the Independent Experts dealing with Commission
reform. The Commission’s White Paper (“Reforming the Commission”
COM(2000) 200) setting out the Task Force’s plans for reform was published on
1 March 2000.

39. The White Paper defined the reform strategy in three specific areas:

● Priority setting, allocation and efficient use of resources, including better
planning and priority allocation, greater accountability and
performance-related working methods;

● Human resources development, including a complete overhaul of
policies on recruitment, promotion and career development, training,
codes of conduct and ethical standards, and the rights and obligations of
staff;

● Audit, financial management and control, including accountability,
checking, control systems, setting up a professional Internal Audit
Service and creating a new Central Finance Service to define and
monitor financial rules and procedures.

40. The White Paper has been welcomed by the UK and the rest of the Council.
It set out a detailed action plan and timetable for achieving reform by the second
half of 2002. Meanwhile action has already been taken to reorganise
directorates-general in order to increase efficiency and coherence, to rotate
senior staff who have held the same post for many years, to introduce a code of
conduct for Commissioners and Commission staff and to abolish a range of tax
free privileges for Commissioners.

(i) European Court of
Auditors’ Annual Report
for 1998, Statement of
Assurance and Special
Reports

41. The European Court of Auditors (ECA) is the institution of the
Community which is responsible for the external audit of the other Community
institutions. Article 248 of the Treaty (formerly Article 188c) requires the Court
of Auditors to make an Annual Report to the European Parliament and the
Council on the implementation of the Community budget, together with a
Statement of Assurance as to the reliability of the Community’s financial
accounts and the legality and regularity of the transactions underlying them. The
Court of Auditors also looks at whether the amounts of Own Resources which
are due have been calculated and paid over correctly. The Court of Auditors
scrutinises the expenses of the Community institutions and the direct
expenditure on the Community’s interventions which is managed by the
Commission (eg humanitarian aid, research and development). Expenditure
managed by Member States (some 85% of the Community budget, mainly on
agricultural and structural policies) is also scrutinised. The Court of Auditors is
also required to look at the ‘soundness’ of the Community’s financial
management.

42. The Court of Auditors sets out its findings in the Annual Report, which is
specifically required by the Treaty, and in special reports on specific areas which
it may produce from time to time. The Court of Auditors produces a separate
annual report with its findings on the management of the Sixth, Seventh and
Eighth European Development Funds and a statement of assurance on these.
The Court of Auditors also produces separate observations on the accounts of
various ‘satellite bodies’ set up by the Community, which are subject to separate
discharge procedures under the financial regulations governing them.
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43. The Maastricht Treaty introduced a requirement for the Court of Auditors
to supplement its annual reports with annual Statements of Assurance as to the
reliability of the accounts and the legality and regularity of underlying
transactions. To do this, the Court of Auditors examines a sample of transactions
selected from the whole budget using statistical sampling techniques, such that
the results from the audit of the sample can be used, with a good level of
confidence, to form conclusions about the level of errors, and their likely value,
in the whole budget. The first annual Statement of Assurance was produced in
respect of the 1994 financial year.

44. The Court of Auditors’ findings inform the Council and the European
Parliament (the two arms of the Community’s budgetary authority) when they
come to consider, under Article 276 of the Treaty (formerly Article 206),
whether to ‘discharge’ the Commission from its responsibilities for execution of
the budget for the year in question. The discharge granted to the Commission
usually includes comments and requests for further action, on which the
Commission has to report back.

European Court of Auditors’
annual report on the 1998
budget

45. The latest Annual Report and Statement of Assurance from the Court of
Auditors relate to implementation of the budget for the 1998 financial year, and
were published together (in a provisional version) on 16 November 1999. These
were formally published in the Official Journal (C349 Vol 42) on 3 December.
The Court of Auditors makes three main recommendations in its introduction to
the report:

● the Commission should move away from the spending culture in which
the extent to which appropriations have been utilised is the main
indicator of performance;

● the Commission should continue and deepen the financial management
reform process;

● the Commission must make fundamental improvements in its internal
control system including greater accountability on the part of managers
supported by improved human resource management systems.

46. Last year’s White Paper explained that the Court of Auditors now
published most of its detailed findings in the form of Special Reports. The
Annual Report on the 1998 budget does not summarise the content of Special
Reports published during the year but concentrates more on implementation of
the budget and an analysis of the Statement of Assurance (see next paragraph) in
each budget area. More emphasis has been given this year to following up action
which has been taken in response to the Court’s previous reports.

European Court of Auditors’
Statement of Assurance

47. As in previous years, the Court of Auditors has given a positive opinion on
the reliability of the accounts, and on the legality and regularity of revenue
transactions and payment commitments. Once again it has declined to give a
positive opinion on the legality and regularity of payment transactions due to the
high level of formal errors and the unacceptable incidence of substantive errors
which it found in its testing. The Court’s Statement of Assurance for 1998
concluded that:

● the accounts for 1998 reliably reflected the revenue and expenditure for
the Community for the year and the financial situation at the end of the
year, with four areas of qualification. These concerned the inaccurate or
incomplete disclosure of fixed assets, debtors, commitments and
provisional payments;
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● taken as a whole the transactions underlying the revenue entered in the
Community accounts for 1998 were legal and regular subject to a
number of limitations, in particular on the completeness of the figures;

● taken as a whole the commitment transactions for 1998 were legal and
regular, with one exception where the Commission entered into binding
obligations greater than the amounts provided for in the budget;

● there was an unacceptably high rate of errors which directly affected the
payments made. Therefore for the fifth year in succession the Court
declined to provide assurance that the transactions underlying payments
were legal and regular.

48. The Court has suggested that the Commission should employ external
professional expertise to improve the quality of its financial statements, a
suggestion which the Commission has welcomed and intends to pursue.

49. The Court again found itself unable to issue a positive statement of
assurance because of the high level of errors in payment transactions. The
highest error rates found by the Court occurred in the Structural Funds and the
Internal Policies (measures for training and culture, media, energy and
environmental policies, transport, research and technical development etc)
areas. The Court noted that the Agricultural accounts were generally reliable,
although the rate of errors in payments was still too high. Changes in procedures
and legislation have led to improvements in Agriculture and the Court expects
similar changes to lead to improvements in the Structural Fund accounts.

50. The Court of Auditors has always distinguished between substantive errors
and formal errors. A substantive error is a quantifiable error directly affecting
the amount of the transactions underlying the payments made from Community
funds. A formal error is an infringement of regulatory or control mechanisms
such as an overdue but otherwise eligible payment. For both types, some of the
errors may represent deliberate fraud, but most will represent genuine
misunderstandings made in good faith, perhaps because of ambiguously-drafted
and complex regulations.

Council recommendation to
the European Parliament

51. The Council’s recommendation to the European Parliament on the terms
of the discharge to be granted to the Commission for implementation of the 1998
budget was discussed by ECOFIN on 13 March 2000. As in previous years, the
Council recommended that the Parliament grant discharge, but its
recommendation was accompanied by detailed comments which criticised
financial management in some of the areas discussed and called for
improvements. The Council’s approach, as in the past, has been based on the
reasoning that it is more constructive to help the Commission to improve rather
than punish it for its failures and it also reflects an awareness that the fault does
not lie only with the Commission but with all those who have a part in the
administration of the budget (i.e. including the Council and the European
Parliament). The Council also wished to recognise the new Commission’s
intentions to take steps to improve financial management - on 11 February 2000
the Commission had produced a draft “Action Plan” for improving financial
management, aimed at achieving “a substantial reduction in the errors reported
by the Court of Auditors in the context of its Statement of Assurance”. Most
Member States felt that this Action plan, although far from perfect, was a
commendable first step which should be welcomed. It would have been counter-
productive to hold out for further progress before making the discharge
recommendation.
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52. However, the European Parliament has not always agreed with the
Council’s recommendation for discharge on the budget. The Parliament’s
refusal to grant discharge on the 1996 budget ultimately led to the resignation of
the Commission led by Jacques Santer in March 1999. Discharge has in fact
never been given for 1996 - the European Parliament eventually decided simply
to “note” the accounts to allow the books to be closed. The resolution on
discharge of the 1997 accounts was postponed throughout 1999 but was finally
adopted by the European Parliament in January 2000.

53. Discharge of the 1998 budget was postponed by the European Parliament
at its plenary session on 13 April 2000. The Parliament called on the Commission
to provide a detailed response to various issues highlighted in its report by 15
May 2000. The Commission met this deadline and the response was discussed by
the Parliament’s Budgetary Control Committee, which made a recommendation
to grant discharge. On 6 July the European Parliament voted comprehensively in
favour of granting discharge.

European Court of Auditors’
special reports

54. The Council also considered the Court of Auditors’ Special Reports 1/99 to
4/99. These are listed in the Bibliography section of this White Paper. Further
reports relating to the 1998 financial year were published by the Court of
Auditors at the end of 1999 and the beginning of 2000, but because the process of
obtaining the comments of the institutions concerned had not been completed,
these reports were not included in the 1998 Annual Report.

UK response to the European
Court of Auditors

55. The UK argued in the Council in 1995 in favour of a procedure for Member
States to make responses to the Court of Auditors on the observations about
them in its reports. Following endorsement by ECOFIN in November 1995 and
the Madrid Council the following month, this has become established procedure.
During the UK Presidency of the EU all Member States were asked to reply on
the 1996 report by mid March 1998 and for the first time the responses were the
subject of a discussion by Ministers, at the May 1998 ECOFIN. For the report on
1998, the Commission asked all Member States to respond to specified
references to them in the Court of Auditors report. The UK’s response was
copied at the time to both Houses of Parliament. The responses are normally
included in the follow up report which the Commission produces on action taken
in response to the observations contained in the Court of Auditors Annual
Report.

56. There were very few specific criticisms of the UK in the Court of Auditors
report on 1998. Some of those highlighted by the Court of Auditors include:

● over-estimation of the value of a cow slaughtered under the programme
to eradicate BSE (the UK does not accept the Auditors view of this case;
discussions are continuing);

● inadequate keeping of livestock records (standard registers have now
been introduced);

● the treatment of cheques issued to beneficiaries but not cashed (the UK
is seeking clarification and advice from the Commission on its standard
practices);

(ii) NAO report on Court of
Auditors’ reports

57. The National Audit Office produces an annual report to Parliament
(published this year on 28 April) explaining the findings in the Court of
Auditors’ Annual Report and Statement of Assurance. This year it also included
a section on the Commission’s plans for reform.
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(iii) Sound and Efficient
Management 2000
programme (SEM
2000)

58. The Commission’s SEM 2000 programme was launched in early 1995 in an
effort to instil a better culture of resource management in the Commission’s
work. Phase III of the programme deals with relations between the Commission
and Member States. The Commission is assisted by a Working Group of
Personal Representatives of Member States’ Finance Ministers (PRG). The
Commissioner responsible for financial control and budgets (currently Michaela
Schreyer) has presented regular PRG progress reports to the ECOFIN Council.
The new Commission has decided to carry on with SEM 2000 programme, even
though the original SEM 2000 programme has officially finished. Since last
year’s White Paper, reports have been made to the November 1999 and July 2000
ECOFINs, and have been deposited in both Houses of Parliament.

59. The major areas of work discussed by the PRG included:

● the results of an evaluation of the SEM2000 initiative undertaken by
external consultants;

● the Commission’s programme for administrative reform;

● shared responsibility between Member States and the Commission for
management of the Structural Funds;

● the European Court of Auditors’ Annual Report, and Member States’
responses;

● the recasting of the Financial Regulation;

● the presentation of the Preliminary Draft Budget for 2001 in parallel
“Activity-Based Budgeting” format;

● the Joint Audit Initiative (whereby the Commission’s Budget
Directorate-General would evaluate Member States’ audits of their own
control systems).

● Structural Funds implementation and financial control activities.

(iv) Recasting the Financial
Regulation

60. The Financial Regulation of 21 December 1977 applies to the General
Budget of the European Union. There have been a number of amendments to
the Regulation since that date. In October 1998 ECOFIN adopted the 7th series
of amendments, following a conciliation procedure with the European
Parliament. The 7th series of amendments is part of the SEM2000 initiative to
improve financial management and includes important changes which will allow
more modern and effective financial management systems to be introduced.

61. An 8th series of amendments was proposed mostly relating to technical
adjustments required to take account of the introduction of the euro on 1
January 1999, but also proposing a specific section of the general budget for the
Ombudsman, previously included in section I of the budget (Parliament). Due to
time constraints the series was split into two, with 8(a) relating to the
introduction of the euro, and 8(b) related to the budget of the Ombudsman. The
Council adopted 8(a) in November 1998 while 8(b) was not adopted by the
Council until December 1999, mainly as a result of disruption caused by the
resignation of the Commission in March 1999.

62. These amendments were the latest of a number of changes to the original
text to take account of changes to the institutional structure and to tighten up the
management of Community finances. Although these amendments were
necessary to bring the Regulation up to date and introduce improvements in
financial management, they have impaired the coherence and readability of the
text. Following the 7th train of amendments the Commission produced a
working paper which proposed a fundamental review of the Financial
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Regulation. The resignation of the Santer Commission delayed publication of a
formal proposal, and this has been further held in abeyance in order that it may
take account of the new Commission’s reform plans. The Commission has,
however, brought forward a welcome proposal dated 30 May 2000 which deals
exclusively with the urgent requirement to separate the function of internal
auditor from the function of financial controller of the Commission.

G Countering fraud against
the EC budget

(i) The new European Anti-
Fraud Office (OLAF)

63. Until 1 June 1999 the organisation responsible for investigating allegations
of fraud within the European Union budget was the Commission’s UCLAF
(Unité de co-ordination de la lutte anti-fraude). The operation of UCLAF had
been criticised by both the Court of Auditors and the European Parliament. In
response to the criticisms, the Commission presented a proposal to establish a
European Anti-Fraud Office as a separate body outside the Commission to the
Vienna European Council on 11-12 December 1998. After consideration by the
Council and the European Parliament, an amended proposal was made by the
Commission in March 1999, which situated the new Anti-Fraud Office within the
Commission but with operational independence including the right to initiate
investigations, make recommendations and report to the European Parliament
and the Council. This new proposal met the UK’s requirements. Following
further discussion, a joint Regulation of the European Parliament and the
Council on the conduct of investigations by the Office was agreed under the
co-decision procedures introduced by the Amsterdam Treaty at the Parliament’s
May plenary session and the 25 May ECOFIN. The new European Anti-Fraud
Office (Office Européen de Lutte Antifraude - OLAF) was established by a
Commission Decision on 1 June 1999.

64. The Director of OLAF, Franz-Hermann Bruener, took up office on 1
March 2000. He will bring forward a work programme and analysis of the
resources required by the new office for consideration by the Council and
European Parliament. The Commission are also developing a global strategy for
fighting fraud against the EC budget as requested by the Helsinki European
Council.

Annual Report on the Fight
against Fraud

65. OLAF compiled the Commission’s Annual Report on the Fight against
Fraud, although it refers to work completed by OLAF’s predecessor, UCLAF.
The Tenth Annual Report, on 1998, was published on the Commission’s internet
site on 19 November 1999. The report was considered by the ECOFIN council of
28 November 1999.

(ii) The incidence of fraud
against the Community
budget

66. The “Fraud Report” explains that it deals with both irregularities and
fraud. “Irregularities” as defined by Council Regulation 2988/95 covers both
simple omissions due to errors or negligence which are likely to undermine the
Community budget, and also intentional and deliberate acts. “Fraud”, as defined
by the penal convention, covers intentional acts or omissions, in respect of both
expenditure and revenue, which involve the use or presentation of false,
incorrect or incomplete statements or documents, or specific non-disclosure of
information, or misapplication of funds or benefits.

67. Higher figures for detected fraud and irregularities do not necessarily
indicate a growing problem, as improved detection or notification rates may
have contributed. Also, the results of long-term investigations involving cases
covering several years may be counted in one year. The following table (p. 19)
shows the amounts involved in cases investigated by UCLAF (the Commission’s
former fraud investigation unit) or notified by Member States in 1997 and 1998:
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1997 1998

Million £million Million £million
euro euro

Own Resources 1,000 689 538 361

Agricultural Guarantee 317 218 420 282

Structural Funds 77 53 50 34

Direct expenditure 11 8 11 7

Total 1,405 968 1,019 684

Roughly half the cases were investigated as a result of notifications from Member States, the rest
were new investigations opened by UCLAF. The total number of cases investigated appears to be
stabilising, and the amounts involved have reduced by almost one third. However, UCLAF
cautiously estimated that only one case in five investigated related to actual fraud (that is, warranting
criminal law measures).

(iii) Preventative measures
to combat fraud

68. The report states that the main developments in the protection of the
Community’s financial measures were:

● reform of the Community transit system (improving co-ordination
between 22 countries);

● reform of the preferential tariff arrangements (implemented by the new
Council Regulation 2820/98);

● recommendations and guidelines on indirect taxation (VAT fraud - the
FISCALIS programme provides for exchange of information and closer
contacts between Member States);

● reform of financial management (implementation of the Structural
Funds regulation 2064/97), and guidelines for the application of financial
corrections (fines imposed on Member States when irregularities are
discovered);

● the Corpus Juris study (a detailed comparative study to evaluate the
proposals set out in the corpus juris introducing penal provisions for the
protection of the financial interests of the European Communities);

● the annual comparative analysis of the application of Article 280 of the
Treaty (which requires Member States to take the same measures to
counter fraud affecting the financial interests of the Community as they
take to counter fraud affecting their own financial interests.)

Measures and initiatives to improve co-operation and partnership with the
Member States include:

● the ratification of the Convention on the protection of financial
interests;

● close co-operation between the Commission and national services
involved in the fight against fraud and criminality (eg between UCLAF
and the Italian Carabinieri);

● entry into force of Article 280 of the Treaty of Amsterdam, which makes
clear that responsibility to protect the Communities’ financial interests is
shared between the Member States and the Community;
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● Judicial co-operation between Member States in trans-national
investigations into fraudsters, and the role of OLAF in overcoming
difficulties and slow procedures in these cases;

● preventive measures aimed to combat the threat of counterfeiting Euro
notes and coins;

● the Customs Information System launched in 1998, which enables
Member States to exchange information on customs fraud. cases quickly
and securely;

● training provided by the Commission for national services involved in
protecting the European Union’s financial interests.

(iv) OLAF’s first report on
operational activities

69. The Director of OLAF published a report on OLAF’s first year of
existence on 23 May 2000. The report covers activities from 1 June 1999 to 31
May 2000 (although the statistical data in the report only covers the period until
31 March 2000). The report does not include an account of Member States’
activities to counter fraud - this will feature in the next Commission Annual
report on the Fight against Fraud, which is expected to be published in Autumn
2000. The report describes OLAF’s activities in gathering and processing data,
running administrative investigations, its roles in co-ordination and assistance
and in monitoring results. It explains how priorities from the work of its
predecessor UCLAF, have been taken over. OLAF analyses frauds uncovered
by methods used, and categorises them within budget areas. Statistics show the
numbers of reports submitted and the financial consequences. OLAF recognises
its current limitations - resource problems, weaknesses in legislation, problems
with co-operation - and suggests improvements. Planned developments include
improvements in IT systems, a strengthening of resources (to 300 posts by 2002),
re-organisation, improving the legal framework and more precisely-targeted
priority setting.

(v) Ratification of the
Convention on the
protection of the
European Community’s
financial interests (the
“Fraud Convention”)

70. The UK began the formal process to ratify the Fraud Convention on 2 June
1999, following commencement of Part I of the Criminal Justice Act 1993 on 1
June 1999. Ratification was completed in September 1999. Ratification has also
been completed by Germany, Austria, Spain, Finland and Sweden and is in
progress in the other Member States.

71. This will enable the courts in the UK to take jurisdiction over certain
offences of dishonesty where any relevant act takes place within the jurisdiction,
and will satisfy the Convention’s requirements for Member States to take
jurisdiction where an offence takes place “in whole or in part” within its
territory.
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Glossary

The Budget procedure The Community’s financial year runs from 1 January to 31 December.
The rules governing decisions on the Community Budget are set out in Article
272 of the Amsterdam Treaty. These rules have been built on by the Inter-
Institutional Agreement. The timetable is as follows:

● establishment of the preliminary draft budget by the Commission,
normally by end-April;

● establishment of the draft budget by the Council in late-July

● first reading by the Parliament in late-October

● second reading by the Council in mid-November

● second reading by the Parliament and adoption of the budget in mid-
December.

Inter-Institutional
Agreement and Financial
Perspective

The Inter-Institutional Agreement (IIA) is a political and legally binding,
agreement, which clarifies the Community’s budgetary procedure. Under the
Treaty, the Council and the European Parliament have joint responsibility for
deciding the Community Budget on the basis of proposals from the Commission.
The IIA sets out the way the three institutions will exercise their responsibilities
in accordance with the Treaty, and respecting the revenue ceilings which are laid
down in the Own Resources Decision. In particular, it provides for the annual
Community budget to be set in the context of a multi-annual financial
framework - the financial perspective.

Agenda 2000 The Agenda 2000 package included the new Inter-Institutional Agreement and
financial perspective together with reforms to the CAP and structural and
cohesion funds, and new preaccession aid programmes. The main lines of the
package were agreed at the Berlin European Council in March 1999. Agreement
on the implementing legislation was reached between Council and Parliament in
May 1999.

Commitment and payment
appropriations

The Budget distinguishes between appropriations for commitments and
appropriations for payments. Commitment appropriations are the total cost of
legal obligations which can be entered into during the current financial year for
activities which will lead to payments in the current and future financial years.
Payment appropriations are the amount of money which is available to be spent
during the year arising from commitments in the Budgets for the current or
preceding years. Unused payment appropriations may, in exceptional
circumstances, be carried forward into the following year.

Compulsory and non-
compulsory expenditure

Community expenditure is regarded as either “compulsory” or “non-
compulsory”. Compulsory expenditure is expenditure necessarily resulting from
the Treaty or from acts adopted in accordance with the Treaty. It mainly includes
agricultural guarantee expenditure including stock depreciation and the
monetary reserve. The Council has the last say in fixing its total.
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The Parliament has the last say in determining the amount and pattern of
non-compulsory expenditure. The growth of this expenditure is governed by the
“maximum rate”. Article 272(9) of the Amsterdam Treaty provides a formula
for determining this rate unless an alternative figure is agreed by the budgetary
authority. Under the Inter-Institutional Agreement the Council and Parliament
agree to accept the maximum rates implied by the financial perspective ceilings.

Structural Funds The Structural Funds include the European Regional Development Fund and
the European Social Fund. The Cohesion Fund supports projects and
infrastructure networks in those Member States with a per capita gross national
product which is less than 90 per cent of the Community average. The Berlin
European Council set out proposed commitment appropriations for these funds
between 2000 and 2006.

Own Resources The Own Resources Decision lays down four sources of Community revenue, or
“own resources”:

● Customs duties, including those on agricultural products. These are paid
on a range of commodities imported from non-member countries.
Following the agreement on agriculture during the Uruguay GATT
Round, most agriculture duties are now fixed. However, for some key
commodities, they continue to vary in line with changes in world prices;

● Sugar levies. These are charged on the production of sugar to recover
part of the cost of subsidising the export of surplus Community sugar
onto the world market;

● Contributions based on VAT. Essentially, the VAT base is the amount
yielded by applying a notional rate of 1% to an identical range of goods
and services in each Member State. Member States are, however, subject
to a cap on their VAT contribution as a share of their Gross National
Product. The cap on the VAT base is currently, 50% of 1% of GNP for
all Member States; and

● GNP-based contributions. The amount due is calculated by taking the
same proportion of each Member States’ Gross National Product.
Because the Community is not allowed to borrow, revenue must equal
expenditure. The GNP resource is the budget-balancing item; it covers
the difference between total expenditure in the budget and the revenue
from the other three resources, subject to the overall own resources
ceiling.

Fontainebleau abatement
system

The UK’s VAT contributions are abated according to a formula set out in the
Own Resources Decision. Broadly this is equal to 66 per cent of the difference
between what the UK contributes to the Community budget and the UK’s
receipts, subject to the following points:

● the abatement applies only in respect of spending within the
Community. Expenditure outside the Community (mainly aid),
amounting to some 6 per cent of total expenditure in 2000, is excluded;

● the UK’s contribution is calculated as if the budget were entirely
financed by VAT; and

● the abatement is deducted from the UK’s VAT contribution a year in
arrears.
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Sterling Figures The sterling figures for 1995 to 1999 in this White Paper are based on actual
sterling cash receipts or payments where these took place and are known:
elsewhere the appropriate average annual sterling/euro exchange rate has been
used to convert euro figures into sterling5. Generally the 2000 euro figures have
been converted into sterling using the £/euro exchange rate on 30 December
1999 when the rate was £1= 1.6085 (regulations state that VAT and GNP
payments will be made using the exchange rate on the last working day of the
preceding year). However, there may be some exceptions, for example where
figures have previously been published at a different exchange rate - but these
are noted where necessary. Note too that “euro” has been used for consistency
throughout the publication rather than “ecu”.

Discharge Procedure The European Court of Auditors’ annual report is subject to consideration by
the budgetary authority (Council and European Parliament) under the
“discharge procedure” set out in Article 276 of the Treaty. In particular, they
consider how the budget for the year in question was implemented. The
European Parliament, acting on a recommendation from the Council, considers
whether to grant the Commission a discharge in respect of the budget in
question, thus bringing the budgetary process for that year to a formal close. The
Commission is obliged under Article 276 of the Treaty to take “all appropriate
steps” to act on comments made by the European Parliament and by the Council
during the discharge process. If so asked, it must also report back on its actions
with such reports going to the European Court of Auditors.

5 The annual average rate for 1995 is £1 = 1.2211 euro
The annual average rate for 1996 is £1 = 1.2467 euro
The annual average rate for 1997 is £1 = 1.4510 euro
The annual average rate for 1998 is £1 = 1.4896 euro
The annual average rate for 1999 is £1 = 1.5192 euro
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Technical Annex I

Determining the value of the
Own Resources Elements

The budgetary process relating to revenue has to respect the rules governing the
size and structure of Own Resources. It involves a chain of inter-related
calculations. These can be summarised as follows:

● at the beginning of the budgetary process, which occurs in the year prior
to the Budget in question, the amounts due from each Member State are
assessed in that Member State’s national currency, ie sterling for the UK;

● the initial process involves estimating the amounts due to be received in
respect of the traditional own resources, the amount relating to VAT if it
were applied at 1 per cent across the Community and the amount of 1 per
cent of each Member State’s GNP. These estimates rely on the Member
States’ estimates of their economic activity during the Budget year;

● the Member States national currency estimates are then converted into
euro at a rate known as the “budget exchange rate” (this is the exchange
rate at the time the estimates are being drawn-up - in recent years an
early April exchange rate has been used;

● the amount of VAT and GNP each Member State has to pay to the
Community Budget is then determined by the limits described above for
these own resources, so that when added to the amounts for the
traditional own resources the total does not exceed the value of the own
resources required to fund the proposed Budget for the coming year,
subject to ensuring that the value of these own resources does not also
exceed the own resources ceiling for the year in question (eg 1.27% in
2000);

● the sum, in euro, produced is entered into the Preliminary Draft Budget
(PDB) for the Community, in June usually, of the year preceding the
Budgetary year;

● the sum entered in the PDB is adjusted as necessary during the
remainder of the Budget process, essentially to reflect changes on the
expenditure side of the Budget, but still on the basis of the budget
exchange rate and still respecting the own resources ceiling;

● the sterling/euro exchange rate on the last day of quotation before the
start of the Budget year is established as the rate by reference to which
VAT and GNP-based own resources contributions will be paid in the
budget year, so the amount which a Member State has to pay over in
respect of the third and fourth resources in the budget year will be
different from its original estimates if the last-day of quotation rate is
different from the budget exchange rate;

● during the course of the budget year, the UK pays its VAT and fourth
resource contributions to meet its obligations as denominated in euro in
the adopted Budget. These payments are made at the sterling/euro rate
described above (because Member States hand over only what they
collect, their traditional own resources payments are not determined by
the euro amounts in the Budget);
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● because there are generally differences between the sterling/euro
exchange rates (a) used to set up the Budget and (b) to make VAT and
fourth resource contributions to it, the UK will generally have paid
either more or less in sterling than the amount established for them for
the budgetary year in question. These differences were, up until 1998,
adjusted in December of the year after the Budget year. That is, an
adjustment had either to be paid by or to the Member States to reflect
any over or under payment in the budget year as described above. Thus
the UK’s gross contribution in the year after the Budget year were
affected by these adjustments;

● because the system led to large variations in the Member States gross
contributions between EC budgetary years, the Member States accepted
a European Commission proposal that effectively led to their making
the adjustments during the course of the budgetary year to which their
contributions relate. Under the new arrangements, in place since 1998,
Member States re-estimate their 1 % VAT and GNP bases during the
course of the budgetary year and the conversion of their national
currency estimates is then carried out at the last day of quotation rate.
The revised figures are then included in a Supplementary and Amending
Budget to the budgetary year to which they relate. In practice,
converting the revised figures to euro at the last day of quotation rate
means that in-year contributions are no longer affected by exchange rate
differences. Furthermore, re-estimating the value of the 1 % bases using
much later information means that any differences between these
estimates and the actual outturn for the year are very much reduced. The
Member States thus contribute in year virtually what they should on the
basis of their national currency obligations. Thus in the year following
the budgetary year, any adjustments to correct for any under or
overpayment should, from 1998, be relatively small compared to the
adjustments made in years prior to 1998.

● numerous small further adjustments are, however, required to be made
over several years following the budget year, for example, to reflect later
adjustments in the amount of GNP statistics.
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Technical Annex II

Explanation of the difference
between the Government’s
cashflow outturn for the UK
for 1998 and the figures in the
Court of Auditor’s Annual
Report for that year

● When converted at the average exchange rate for 1998 of £1=1.4896
euro, the figures in the Court of Auditors report break down as follows:

euro (millions) £ (millions)

UK gross contribution before
abatement 15,707 10,544

UK abatement −3,170 −2,128

UK receipts −6,878 −4,618

UK net contribution 5,659 3,799

● The Government’s figure for the UK’s net contributions in 1998 is
£4,597 million.

● There appear to be a number of factors that, to a greater or lesser
extent, contribute to the difference between these two figures. The
probable main causes for the difference are as follows:

— The UK figure includes only transactions between the
Community Budget and the UK public sector, whereas the
ECA figure includes private sector receipts. We estimate that
this accounts for around £505 million of the difference;

— The late adoption of Supplementary and Amending Budget
No. 1 1998 meant that associated changes to contributions,
and the UK abatement, were not implemented until January
1999. These do not, therefore, appear in the Government’s
figures for 1998 which are some £272 million higher as a
result.

— The UK’s outturn figure is based on cashflow within a
calendar year, whereas we understand that ECA figures
relate to transactions in respect of a particular Community
Budget. Some payments to and receipts from a Community
Budget for a given year take place in the early weeks of the
subsequent year. These are scored in the UK to the cashflow
for the year in which the transactions happened, and by the
Community to the Budget for the previous year. It would
appear that up to £28 million of Structural Funds payments to
the UK in respect of the 1997 Budget may have been made in
1998. In addition, in February 1998 the UK paid £7 million to
the Budget in respect of the Loan Guarantee Fund for 1997,
and in February 1999 the UK paid £5 million to the Budget in
respect of 1998; and
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— sterling weakened during 1998 (from £1 = 1.4994 euro at the
beginning of 1998 to £l = 1.4175 euro at the close of the year).
Exchange rate movements will, therefore, have had an effect
during 1998 (ie, individual transactions would have taken place
at the rate prevailing at the time, which will differ from the
average rate for the year used for this comparison) - and for
which the net effect may mask larger differences for individual
elements which go to make up the UK’s contributions and
receipts).

There may, of course, be other factors which cause the two sets of figures to
differ.

● The table below reconciles the two figures:

£ (million)

UK Government cashflow outturn for 1998 4,597

Private sector receipts −505

Loan Guarantee Fund payments:
1998 in respect of 1997 Budget −7
1999 in respect of 1998 Budget +5

Late implementation, in January 1999, of Supplementary
& Amending Budget No. 1 1998 −272

Structural Fund receipts from 1998 Budget which appear
to have been paid in 1999 (assuming the maximum
amount was thrown back) —

Structural Fund receipts from 1997 Budget which appear
to have been paid in 1998(assuming the maximum
amount was thrown back) +28

Estimate of likely net effects of exchange rate, and
timing, differences for the UK’s net payments and
receipts not otherwise taken into account in the above
figures -45

UK cash flow figure adjusted to reflect main differences
compared to ECA figure 3,801

ECA figure for 1998 outturn 3,799

Net difference due to other factors (such as differences
due to rounding) −2
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