Follow up to the European Parliament resolution of 19 January 2017 on
tackling the challenges of the Union Customs Code implementation

2016/3024 (RSP)
1. Resolution tabled pursuant to Rule 123(2) of the European Parliament's Rules of procedure by the Committee on the Internal Market and Consumer Protection (IMCO)

2. EP reference number:  B8-0024/2017 / P8_TA-PROV(2017)0011
3. Date of adoption of the resolution: 19 January 2017

4. Subject: Union Customs Code
5. Brief analysis/ assessment of the resolution and requests made in it:
The Commission shares the view that EU customs legislation must facilitate and accelerate trade as well as protect citizens and companies from illicit trade movements. Customs duties are traditional own resources of the EU budget, so the legislation should also protect the financial interests of the EU.
As the resolution states, EU customs policy must implement EU commitments on trade facilitation. At the same time, EU customs policy must provide for effective risk management strategies, in particular so as to protect citizens and the financial interests of the EU, and for measures to ensure uniform implementation of the new customs legislation in all Member States. This is essential to safeguard free movement of goods in the internal market and a level playing field among Member States.

The Commission shares the views of the Parliament that the harmonisation of sanctions is important for an effective EU customs policy, as is having common and integrated information technology (IT) systems. Unfortunately, the financial resources available for the development of the necessary IT systems at national and EU level are under severe pressure; the Commission and the Member States must, therefore, continue working closely together to develop these systems.

As regards e-commerce, the full implementation of the Union Customs Code (UCC), including its IT infrastructure, ought in time create adequate legal and operational mechanisms for Customs to deal with this evolving phenomenon, while at the same time facilitating this trade. In the meantime, the Commission is working with Member States and trade representatives to arrive at balanced solutions to handle this trade during the period prior to the full implementation of the UCC.

On the subject of the changes being made to the new customs legislation, updates cannot be avoided when dealing with a complex and comprehensive package of legal texts. However, throughout our discussions and work on amendments, the Commission involves the Trade Contact Group as well as Member States and Parliament, so that all stakeholders have the opportunity to assess the implications of planned changes.
6. Response to the requests in the resolution and overview of the action taken, or intended to be taken, by the Commission
· Regarding the call to come up with an EU customs strategy and timeline for implementation (paragraph 1)

The Commission agrees with Parliament on the need for a clear strategy for EU customs policy. For this reason, the Commission has recently adopted a "Communication on Developing the EU Customs Union and Its Governance"
 (Governance Communication).
In the Governance Communication, the Commission outlines a series of measures intended to put in place an adequate structure, in partnership with the Member States, with the economic operators and with the other EU institutions, for EU customs. Some of those measures are referred to in more detail below.

· Regarding the suggestion to create uniform and interoperable electronic customs systems and risk management programmes (paragraph 2)

This had indeed always been the Commission's goal. However, at present, not all Member States share a common vision of how and when to use common electronic systems. Some prefer instead what is called "hybrid system architecture", which enables them to opt in to shared EU services or to maintain national solutions on their own or in parallel.
In the aforementioned Governance Communication, the Commission emphasises that, in the longer term, and in the interests of all, the Member States and the Commission must have a common understanding on which services need to be developed and maintained at EU level and on the relationship of these services with national systems, taking into account existing budgetary constraints.

The Commission is therefore fostering an in-depth review of the architecture, management and funding of customs networks and databases in order to reach conclusions before the decisions on the next multiannual financial framework are taken.

In that context, the Commission agrees with Parliament that risk management is a vital customs control response to the threats and opportunities arising from increased trade flows and new trade patterns.
In 2014, the Commission adopted a Strategy and an Action Plan for improving Customs Risk Management. Among other objectives, the Action Plan aims to improve the quality of advance information that traders submit to customs. It also envisages making this advance information available to all customs authorities involved, and deals with improving inter-agency cooperation and information sharing.
However, the main overall challenge to improving risk management is IT-related. The implementation of solutions ensuring an automated risk analysis on the basis of reliable data requires the upgrading of existing IT systems and the development and deployment of new systems.

· Regarding the call to cooperate closely with economic operators (paragraph 3)

The Commission believes that it has a good record of cooperation with economic operators in the process of analysis and adoption of EU customs legislation. At present the Commission is advised by an expert group called the Trade Contact Group
, and equivalent consultative bodies are in place at national level.

Recent experience in the consultations on the implementing legislation for the UCC has demonstrated the usefulness of joint meetings between traders, national administrations and the Commission. The Commission has committed itself in the Governance Communication to continue and reinforce this practice and to focus consultations on key aspects of the balance between trade facilitation, compliance needs and protection.

· Regarding effective cooperation among Member States on trade facilitation and customs compliance issues (paragraph 4)

The UCC is not only an autonomous piece of Union legislation. It is also the vehicle by which the Union is delivering on its commitments under international standards, including on trade facilitation. The Commission is, together with Member States, trying to build a customs framework that combines the facilitation of trade with a safe and secured supply chain.
The Commission has outlined in its Governance Communication a series of measures intended to increase the cooperation among Member States on customs compliance issues, in areas such as the training of customs human resources and the use of teams of experts from different customs authorities for better operational cooperation.

· Regarding the reminder to create a genuine Digital Single Market (paragraph 5)

The Commission agrees that trade from e-commerce must be facilitated. At the same time, the EU must protect revenues, safety, security and intellectual property rights and ensure a level playing field between EU and non-EU traders.
Tax and customs authorities have two major concerns as a result of increasing e-commerce: revenue collection and threats to security and safety.
The full implementation of the UCC, including its electronic systems, ought to create in time adequate legal and operational mechanisms for Customs to deal with evolving e-commerce while facilitating this trade.
Pending the full implementation of the UCC, the Commission is working with Member States and traders to arrive at balanced solutions for e-commerce.
· Regarding the current drafting of some technical implementing provisions (paragraphs 7 and 8)
The Commission continues working in very close contact with the Member States and the Trade Contact Group representatives to identify and rectify legal issues arising in the implementation of the UCC and its related legal acts.

Some of these complex matters are, for instance, technical legal issues to do with the interpretation of some of the new rules, such as the one mentioned in paragraph 7 of the resolution on debts due to non-compliance, or policy questions, such as the simplifications for importing low-value goods. The Commission is currently discussing these two issues with Member States and economic operators and assessing whether it is necessary to amend the legal provisions.

· Regarding the call to present an interim report by 2017 thoroughly evaluating EU customs policy (paragraph 8)

The Commission will in 2017 report on the (few) problems encountered to date in the implementation of the UCC and its related legal acts. The report will also explain the steps taken to remedy them.
However, the Commission is of the view that an interim report thoroughly evaluating all aspects of the EU customs policy would be premature in 2017. First, EU customs policy goes beyond the UCC. Second, in 2017, the UCC will have been applicable for too short a time to measure its effect, particularly taking into account that the electronic systems that the UCC foresees will not have been deployed by that date.

This does not mean that the Commission does not intend to thoroughly evaluate the EU customs policy. On the contrary, the Commission and Member States are working on a project call the "Customs Union performance". The goal of this project is to develop key performance indicators, based on the strategic objectives of the Customs Union, which will help in assessing current policies and deciding on new ones.

In this context, the Commission has committed to submitting a regular biennial report to the Council and Parliament. In the report, the Commission expects to provide information on the results of the Customs Union work using key performance indicators, give an overview of key customs activities and initiatives and suggest priorities and orientations for the future development of the Customs Union.
The Commission suggests re-assessing the need for a fitness check of EU Customs Policy by 2021 in the light of the information contained in these two reports (the report on the UCC implementation and the biennial report).
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