COUNCIL OF Brussels, 18 July 2000

THE EUROPEAN UNION

10508/00
LIMITE
ELARG 102

"1" ITEM NOTE

from : Enlargement Group

on: 14 July 2000

to: Permanent Representatives Committee

Subject : ENLARGEMENT

- Preparation of the next Accession Conference at Deputy level with Estonia
= Chapter 25: Customs Union

1. With a view to preparing the above-mentioned Accession Conference, the Enlargement Group

has reached agreement on a draft European Union common position on Customs Union.

2. Inthis light, and in line with the internal arrangements for the negotiations (doc. 5361/00), the
Permanent Representatives Committee is invited to define the common position as set out in
the Annex.

Following agreement by the Permanent Representatives Committee, the EU common
position will be made available to Estonia before the next meeting of the Accession
Conference at Deputy level.
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CONFERENCE ON ACCESSION ANNEX
TO THE EUROPEAN UNION
- ESTONIA -

DRAFT

EUROPEAN UNION COMMON POSITION
(Replaces doc. 20101/99 CONF-EE 21/99)

Chapter 25: Customs Union

This position of the European Union is based on its general position for the Accession Conference
with Estonia (CONF-EE 2/98), and is subject to the negotiating principles endorsed by the
Accession Conference (CONF-EE 6/98), in particular:

"- any view expressed by either party on a chapter of the negotiations will in no way prejudge
the position which may be taken on other chapters;

- agreements — even partial — reached during the course of the negotiations on chapters to be
examined successively may not be considered as final until an overall agreement has been
established."

The EU underlines the importance for Estonia of compliance with the Europe Agreement as well as
the Accession Partnership, which constitute basic elements of the enhanced pre-accession strategy.
The EU encourages Estonia to accelerate the alignment of its policies with the "acquis” and its
effective implementation.

The EU recalls that Estonia, in its position (CONF-EE 3/99), accepts the "acquis" under chapter 25
as in force on 1 March 1998 and that Estonia declares that it will be able to implement it by
accession. The EU also notes the additional information provided by Estonia

(CONF-EE 3/99 ADD 1), which does not alter Estonia’s original position on "acquis" acceptance.

The EU furthermore invites Estonia to confirm that it accepts the "acquis" under this chapter as in
force on 31 December 1999 and to confirm that it will be able to implement it by accession.

The EU considers it necessary to include provisions on the following items in the Accession Treaty
with Estonia (texts annexed):

—  aprovision ensuring continued validity after accession of evidence of origin issued before
accession in the framework of preferential agreements concluded by the applicant state with
third countries. Such a measure is necessary in order to respect the legal confidence of the
operators;
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- provisions concerning customs warehousing, inward processing, processing under customs
control and temporary importation. Such provisions are necessary in order to specify the
conditions under which these procedures shall be discharged;

- provisions concerning remission, recovery and repayment of duties. Such provisions are
necessary for the proper management of resources.

The EU notes that since 1 January 2000 Estonia has applied customs duties on imports of
agricultural goods and foodstuffs (Combined Nomenclature, chapters 01-23). However, in order to
facilitate further negotiations, the EU considers it essential for Estonia to provide a comprehensive
and precise timetable for the progressive and effective implementation of tariffs and tariff-related
measures necessary for Estonia to be able to efficiently apply and enforce the Common Customs
Tariff upon accession.

Estonia should also provide detailed information on the budgetary and human resources it intends to
allocate to its customs services, to enable these to fully implement the "acquis" upon accession.

Estonia is invited to confirm that it will adopt and implement the EU customs tariff upon accession
and ensure that no post-accession approximation of duty rates will be necessary. The EU recalls that
it could not accept transitional arrangements in the implementation of the Common Customs Tariff,
as these would lead to distortions of competition and could negatively affect the functioning of the
internal market.

The EU welcomes Estonia's withdrawal of its request under chapter 26, External Relations
(CONF-EE 2/00), to maintain, after accession, preferences provided by its free trade agreements
with Latvia and Lithuania and with Ukraine.

The EU encourages Estonia to accelerate the legislative alignment process, in particular by adopting
a revised Customs Code and implementing provisions in conformity with the "acquis". Estonia
should devote particular efforts to adoption and implementation of free zone legislation that is
compatible with the "acquis". Estonia is invited to provide the Conference with a precise timetable
on legislative alignment, particularly as regards the above-mentioned fields.

The EU notes that a number of initiatives are being undertaken by Estonia to improve overall
efficiency and to ensure the implementation of the "acquis" upon accession. The electronic
declaration processing system, ASYCUDA, has been implemented and a computerised risk
assessment and control system launched. In this context, the EU encourages Estonia to continue to
install and make operational, as soon as possible, all of the relevant customs related IT systems and
applications necessary for smooth implementation of the "acquis". The EU encourages Estonia to
develop in 2000 a comprehensive Customs Computer Information Strategy, as foreseen.
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The EU notes that new international cross-border crossing points (3 with Latvia, 3 with Russia)
have been completed and have become operational. With respect to border control and
enforcement, the EU recalls that Estonia should pay particular attention to the implementation of
measures to ensure effective controls, the reduction of waiting times at the border, the protection of
intellectual property rights, and the fight against economic crime and organised crime.

The EU invites Estonia to continue to improve internal co-ordination within its customs
administration and between the Estonian customs administration and other related enforcement
bodies (including the police and judicial authorities).

The EU invites Estonia to ensure the uniform application of customs procedures in the whole
customs territory, to publish and implement the prepared norms on ethical behaviour of customs
officers, to continue to develop efficient training systems and to develop and use customs
laboratories. Estonia should also take in due time the necessary legal and institutional measures to
ensure proper collection and control of future EU own resources, and to ensure proper management
of the Common Agricultural Policy.

% % %k

The EU will continue to monitor the progress in the adoption and implementation of the "acquis"”
throughout the negotiations. A final assessment of the conformity of Estonia's legislation and
policies with the "acquis" and its implementation can only be made at a later stage of the
negotiations. Particular consideration needs to be given to the links between the present chapter and
other negotiating chapters, notably the free movement of goods, taxation and external relations. In
addition to all the information the EU may require for the negotiations on this chapter and which are
to be provided to the Conference, the EU invites Estonia to provide regularly detailed, written
information to the Association Council on progress in the adoption and implementation of the
"acquis”.

In view of the above considerations, the Conference will have to return to this chapter at an
appropriate moment.

Furthermore, the EU recalls that there may be new "acquis" between 1 March 1998 and the
conclusion of the negotiations.

10508/00 DJ/mk 4
(ANNEX) DGEI EN

o




Annex to the ANNEX

Council Regulation (EEC) No 2913/92 of 12 October 1992 (O.J. No L 302 of 19.10.1992), as last
amended by European Parliament and Council Regulation No 82/97 of 19 December 1996 (O.J. No
L17 0f 21.1.1997) and Commission Regulation (EEC) No 2454/93 of 2 July 1993 (0.J. No L 253 of
11.10.93), as last amended by Commission Regulation (EEC) No 46/99 of 8 January 1999 (O.J. No
L 10 of 15.1.99), and protocols of origin included in preferential agreements concluded by the
Community:

Without prejudice to the following provisions, this Community Legislation shall be applicable to
the new Member States as from the date of accession.

A. 1. Without prejudice to the application of any measure deriving from the common
commercial policy, evidences of origin properly issued by third countries in the
framework of preferential agreements concluded by Estonia with those countries or in the
framework of unilateral national legislation of the new Member States shall be accepted in
the respective new Member States, provided that:

- the evidence of origin and the transport documents have been issued the day before
accession at the latest;

- the evidence of origin is submitted to the customs authorities four months after
accession at the latest.

2. The new Member States are authorized to retain the authorizations with which the status
of "approved exporters" had been granted in the framework of agreements concluded with
third countries, provided that:

- such a provision is also provided for in the agreements concluded by those third
countries with the Union as at present constituted,

- the approved exporters apply the Community rules of origin.

These authorisations shall be replaced, one year after accession at the latest, by new
authorizations issued under the conditions of Community legislation.

3. Requests for subsequent verification of evidences of origin referred to in paragraphs 1 and
2 shall be accepted by the competent customs authorities of the Union as at present
constituted and those of the new Member States for a period of three years after issuing of
the evidence of origin concerned.

4. Where the evidence of origin and/or the transport documents have been issued before
accession, and where customs formalities are necessary in respect of trade of goods
between the new Member States and the Union as at present constituted or between the
new Member States themselves, the provisions of Title V of Protocol 4 of the Europe
Agreement apply.
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B. Articles 98 to 113 of Council Regulation (EEC) 2913/92 and 503 to 548 of Commission
Regulation (EEC) 2454/93 regarding customs warehousing:

The procedure shall be discharged under the conditions of Community legislation. Where the
discharge gives incurrence to a customs debt, the amount paid shall be considered as own
resources of the Community. Where the amount of a customs debt is determined on the basis
of the nature of the import goods, the value for customs purposes and the quantity of the
import goods at the time of acceptance of the declaration of their placing under customs
warehousing and where this declaration was accepted before accession, these elements are
those resulting from the legislation applicable before accession in the new Member State
concerned.

C. Articles 114 to 129 of Council Regulation (EEC) 2913/92 and 549 to 649 of Commission
Regulation (EEC) 2454/93 regarding inward processing:

1. The procedure shall be discharged under the conditions of Community legislation. Where
the discharge gives incurrence to a customs debt, the amount paid shall be considered as
own resources of the Community. Where the amount of a customs debt is determined on
the basis of the tariff classification, quantity, value for customs purposes and origin of the
import goods, at the time of acceptance of the declaration of their placing under inward
processing and where this declaration was accepted before accession, these elements are
those resulting from the legislation applicable before accession in the new Member State
concerned.

In order to maintain, where the discharge gives incurrence to a customs debt, the equity
between the holder of an authorisation established in the Union as at present constituted
and those in the new Member States, compensatory interest shall be paid on the import
duties due under the conditions of Community legislation from the date of accession.

2. If the declaration for inward processing has been accepted under a drawback system, the
drawback is done under the conditions of Community legislation, by and at the expense of
the new Member State where the customs debt in respect of which drawback is requested
was incurred before the date of accession.

D. Articles 130 to 136 of Council Regulation (EEC) 2913/92 and 650 to 669 of Commission
Regulation (EEC) 2454/93 regarding processing under customs control:

The procedure shall be discharged under the conditions of Community legislation. Where the
discharge gives incurrence to a customs debt, the amount paid shall be considered as own
resources of the Community.

E. Articles 137 to 144 of Council Regulation (EEC) 2913/92 and 670 to 747 of Commission
Regulation (EEC) 2454/93 regarding temporary importation:

The procedure shall be discharged under the conditions of Community legislation. Where the
discharge gives incurrence to a customs debt, the amount paid shall be considered as own
resources of the Community. Where the amount of a customs debt is determined on the basis
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of the tariff classification, quantity, value for customs purposes and origin of the import goods
at the time of acceptance of the declaration of their placing under temporary importation and
where this declaration was accepted before accession, these elements are those resulting from
the legislation applicable before accession in the new Member State concerned.

In order to maintain, where the discharge gives incurrence to a customs debt, the equity
between the holder of an authorisation established in the Union as at present constituted and
those in the new Member States, compensatory interest shall be paid on the import duties due
under the conditions of Community legislation from the date of accession.

F. Articles 201 to 232 of Council Regulation (EEC) 2913/92 and 868 to 876 bis of Commission
Regulation (EEC) 2454/93 regarding entry in the accounts and post-clearance recovery:

The recovery is done under the conditions of the Community legislation. However, where the
customs debt was incurred before the date of accession, the recovery is done under the
conditions in force in the new Member State concerned, by it and in its own favour.

G. Articles 235 to 242 of Council Regulation (EEC) 2913/92 and 877 to 912 of Commission
Regulation (EEC) 2454/93 regarding repayment and remission of duty:

The repayment and remission of duties are done under the conditions of the Community
legislation. However, where the duties whose repayment or remission is requested relate to a
customs debt which was incurred before the date of accession, the repayment and remission of
duties are done under the conditions in force in the new Member State concerned, by it and at
its own expense.
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