Follow-up to the European Parliament non-legislative resolution on strengthening the competitiveness of the Internal Market by developing the EU customs union and its governance
1. Rapporteur: Virginie ROZIERE (S&D / FR)
2. [bookmark: _GoBack]Reference numbers: 2018/2109 (INI) / A8-0059/2019 / P8_TA-PROV(2019)0133
3. Date of adoption of the resolution: 14 February 2019
4. Competent Parliamentary Committee: Committee on Internal Market and Consumer Protection (IMCO)
5. Brief analysis/ assessment of the resolution and requests made in it:
The Commission welcomes the resolution’s acknowledgement of both the essential role of the Customs Union in the functioning and strengthening of the internal market and the importance of the daily work carried out by the Commission and the customs administrations in the field of customs.
As the resolution points out, the Customs Union ensures the free flow of goods within the Union and reinforces the competitiveness of the European companies and the negotiating position of the EU at international level, while at the same time protecting the financial and economic interests of the EU and its Member States and the safety and security of the citizens.
The Commission welcomes the resolution’s description of the achievements of the Customs Union in the last two decades in the area of the automation of customs processes.
The Commission takes note of the criticisms in the resolution. The resolution criticises in particular the delay in the completion of the customs electronic systems that has led the Commission to make a proposal for an extension beyond 2020 of the transitional period set out in Article 278 of the Union Customs Code (UCC)[footnoteRef:1]. The report also states that the Commission provided insufficient information in support of the extension request. [1:  	COM(2018) 85 final] 

In response, it has to be said that the Commission already provides considerable information on the development of the customs IT systems, including on possible delays in the planning. This includes the regularly updated and published planning schedule for the development of the electronic systems (the Multi-Annual Strategic Plan or MASP for the deployment of the systems), a detailed report of January 2018 on the implementation of the UCC[footnoteRef:2] and a report of April 2018 on an IT strategy for customs[footnoteRef:3]. In addition, the Commission provided detailed justifications in its proposal to amend Article 278 UCC for requesting the extension of the transitional period set out in that Article. [2:  	COM(2018) 39 final]  [3:  	COM(2018) 178 final] 

However, as the Commission has acknowledged in the context of the discussions on this present own initiative resolution and on the amendment to Article 278 UCC, there is room for improved reporting on the development of the customs electronic systems. The text of the proposal to amend Article 278 UCC, on which agreement has now been reached as a result of inter-institutional negotiations, requires the Commission to produce an annual report in a more strategic format on the progress with the customs electronic systems up to the extended deadline of 2025.
In addition, and as requested in the present European Parliament resolution, the Commission will update the UCC Work Programme to take account of the new deadlines and will continue to update regularly the MASP planning schedule and technical reports.
The Commission shares the concerns of the European Parliament on the need for uniform interpretation of the customs rules. Several tools exist to achieve this aim: the Common Risk Management Framework for customs controls; guidance documents for UCC implementation; and the collaboration activities between customs authorities carried out under the Customs 2020 programme. As for the latter, the Commission holds the view that this collaboration - that takes the form of activities such as peer reviews, exchange of best practices, joint actions and capacity building exercises - greatly contributes to uniform interpretation of customs rules.
The Commission agrees with the resolution on the need to address the challenges of e-commerce and stresses that necessary actions are already being implemented in this area.
The Commission also agrees with the resolution on the need to provide stakeholders with comprehensive information about the repercussions of the withdrawal of the United Kingdom in the area of customs (and certain indirect taxes) as well as on the need to ensure that no loopholes in the EU customs systems would result from this withdrawal.
6. Response to requests and overview of action taken, or intended to be taken, by the Commission:
· Regarding the call to address the issue of “forum shopping” as a potential consequence of the divergent levels and quality of controls in the Member States (paragraph 5)
The Commission is already taking steps to address the forum shopping. One of the main tools developed by the Commission to achieve uniform treatment of goods, irrespective of the entry point into the EU, is the Common Risk Management Framework. This is a set of criteria that are applied within the Member States' risk analysis systems in order to ensure continuous screening of electronic advance cargo information for security and safety purposes. National customs authorities have to comply with that framework when carrying out controls on the basis of their own risk analysis. National customs authorities must also exchange risk-related information with all the other Member States involved in an import procedure so that all the authorities concerned have the information on potential risks and can address them. Other relevant tools that the Commission has developed include cooperation and capacity building activities among the Member States (such as peer monitoring, aimed at promoting best practices). Finally, infringement procedures are also an important means of ensuring uniform application of customs procedures throughout the EU, although they should be seen as a last resort.
· Regarding the invitation to step up efforts to create an integrated EU custom one-stop shop (paragraph 6)
Customs rules already provide for the possibility of a customs one-stop shop. Under the simplification known as the Single Authorisation for Simplified Procedures (SASP), economic operators may be authorised to lodge customs declarations in the place where they are established in respect of goods that are imported or exported elsewhere in the EU. In addition the Union Customs Code has introduced a much more far reaching single clearance simplification known as Centralised Clearance. This involves the development of a dedicated electronic system to handle the flow of customs declarations. It will allow traders to obtain authorisations electronically and will also allow them to use a single electronic entry point to submit, from their place of establishment in the EU, all information on their import, export and transit of goods across the EU. The Commission is working full speed to develop Centralised Clearance. However, this system is linked to other IT systems, such as the national import systems, so the Member States must first perform their tasks in relation to those national systems before the Centralised Clearance can be deployed. The Commission is working closely with the Member States to make sure this all happens in due course.
In the period before the IT system for centralised clearance is deployed, the SASP can continue to be used.
· Regarding the calls on the Commission to take action regarding the development and management of the UCC IT systems, to do its utmost to avoid further postponements, to update the timetable of its UCC work programme and not to modify the statutory and technical specifications that have now been adopted for the 17 IT systems (paragraph 8 and paragraphs 11 to 14)
The Commission is committed to avoiding further postponements in the implementation of the UCC electronic systems and to complying with the new deadlines set out in the proposal to amend Article 278 UCC on which an agreement has been reached as a result of inter-institutional negotiations and which is expected to enter into force in the coming month or two. The proposed extension for the completion of some of the UCC IT systems to 2025 will only concern the last phases of the completion of the postponed systems. There will be a gradual implementation of the postponed systems in the period between 2020 and 2025; some of these delayed systems are likely to be fully deployed before 2025 and, of the remainder of the systems, components will in all cases be ready earlier than 2025. Therefore the Commission does not expect there to be any further delays beyond 2025 and it will provide annual reports to the European Parliament on the progress made in this work (paragraph 11).
The work on the update of the UCC Work Programme has already started with a proposal for an amending UCC Implementing Act that is currently being discussed in the Customs Code Committee. The update of this implementing decision will take into account the extension of the period for the application of the transitional rules related to the IT systems that are postponed to 2025. However, the Commission will not be able to adopt this act until Article 278 UCC is formally amended to allow for that extension. In this respect, the Commission appreciates that, as requested in the report, the Parliament and the Council Have ensured a prompt adoption of the proposal to amend Article 278 UCC (paragraph 12).
The Multiannual Strategic Plan or MASP is updated and published regularly. Work on a new update has started and will be completed once the proposal to amend Article 278 UCC enters into force. The December 2017 update of the MASP set out plans for a realistic, more gradual implementation of the UCC IT work over the period from 2021 until 2025 that could be put in place if this proposal is adopted. These plans, which the Commission drew up in agreement with the Member States, encompassed a sequencing of the systems so that synergies and inter-dependencies would be respected and so that there would be minimum disruption to ongoing customs activities at the EU's borders. The Commission considers important to emphasise that 2025 is the end date of the IT phased implementation and not a target date for the completion of the postponed systems. The end date for each system during the period from 2021 until 2025 is set out in the MASP and will be reflected in the UCC Work programme once this is adopted (paragraphs 12 and 13).
The Commission only modifies the legal and technical specifications for the UCC electronic systems where mistakes or gaps have been found during the process of developing those systems. If the need arises to introduce such modifications, the Commission works in close consultation with the Member States and business representatives. The aim is always to avoid disruptions in the process of deployment of the systems and unnecessary burdens for customs administrations and trade (paragraph 14).
· Regarding the calls on the Commission to report on the conduct of the multi-annual strategic plan and on the setting-up of the customs electronic systems (paragraphs 15 and 21)
The Commission already produces annual e-customs reports, in a technical format, on the Multi-Annual Strategic Plan for customs electronic systems and this form of reporting will continue.
In addition, under the agreement reached by the co-legislators in the context of the discussions on the proposal to amend Article 278 UCC, the Commission will provide a more strategic annual report on progress with the remainder of the work of developing the seventeen UCC electronic systems, in close cooperation with the Member States. This annual report will also include the mitigating actions to be taken to address any detected delay.
Furthermore, the Customs 2020 Progress Reports as of 2017 contain a full annex on the development of the UCC work programme (IT progress report), in particular showing the indicator on “UCC Completion status”. These Reports also contain cross-references to the e-customs progress reports.
· Regarding the calls on the Commission to continuously evaluate the Customs 2020 programme, to respond to the shortcomings identified (paragraph 16) and to submit an action plan for the full application of the Union Customs Code (paragraph 19)
The Customs programme puts a lot of emphasis on supporting the collaboration between customs authorities, including peer reviews of customs practices, exchange of good practices, joint actions and capacity building actions to ensure uniform implementation of customs legislation. The Commission will continue to pay attention to these activities. A progress report on the implementation of the Customs Programme is produced and published on an annual basis. As far as capacity building actions are concerned, the Commission is keeping up-to-date and implementing its multi-annual EU Customs and Taxation Training Action Plan for the years 2017 – 2020.
The report refers in particular to the “under-utilisation of teams of experts” set up under the Customs 2020 programme. In fact the use of this new tool that was only launched in 2016 is growing. Expert Teams allow national customs experts to cooperate in depth on operational issues in order to realise pre-identified objectives of a common long term project. Since the launch of the tool the number of Expert Teams, as well as policy areas covered, has increasing significantly (5 in total for both programmes, Customs and Fiscalis, in 2016 and 9 ongoing/planned for 2019). Furthermore, in order to encourage even greater take-up, the Commission is actively working with all participating countries on improvements to this tool, focusing in particular on the simplification of the related administrative and financial processes, including IT support.
· Regarding the call on the Commission to continue the work on the EU Single Window environment for Customs (paragraph 20)
The Commission welcomes the interest of the Parliament in the EU Single Window environment for Customs, which is a trade facilitation concept currently being developed by a project group of some Member States and the Commission. In particular, it would allow for the automated acceptance of supporting documents during the validation of the customs declarations. The Commission is conducting the necessary preparatory work for a possible initiative on an EU Single Window environment for customs to be adopted in 2020 (subject to approval of the new Commission).
· Regarding the call on the Commission to step up its effort to tackle the challenges of e-commerce (paragraph 22)
The Commission is already addressing the challenges arising from the increase of low value consignments in the context of e-commerce. Tax and customs authorities have two major concerns because of increasing e-commerce: revenue collection and threats to security and safety. The new Value Added Tax (VAT) rules on e-commerce aims at preventing VAT fraud in the e-commerce area and levelling the playing field between EU and non-EU operators while also making VAT compliance simple. The objective is double: (i) to avoid any distortion of trade flows for EU businesses and (ii) to ensure adequate collection of VAT and controls on the huge volume of items that are shipped to the EU from third countries. The Commission is now working with the tax and customs administrations of the Member States in the implementation of those rules which require the customs administrations to collect VAT and provide information to tax administrations. To address the security and safety concerns, the Commission is also working with the Member States and the economic operators to ensure that appropriate pre-arrival information on e-commerce consignments is sent to the enhanced version of the customs electronic system for safety and security – Import Control System (ICS 2).
· Regarding the invitation to propose a more effective governance structure of the conduct of customs IT projects and their updates “at the end of the implementation of the 17 UCC-related IT systems of the Customs 2020 programme”(paragraph 23)
The Customs 2020 programme is a supporting tool that facilitates customs IT projects especially through cooperation tools and financing. But it does not govern these projects – it is just a facilitator. The management of the IT projects is, in fact, governed by the legal framework of the Union Customs Code, by the UCC Work Programme and by the Multi-Annual Strategic Plan. As foreseen in the proposal to amend Article 278 UCC on which agreement has been reached as a result of inter-institutional negotiations, the Commission will produce annual reports on the development of these IT systems. In addition, the Work Programme will be updated and more technical regular reporting under the MASP will continue.
For the longer term, in its report on the IT strategy for customs of April 2018, the Commission launched work on a future perspective for EU customs IT delivery and operations, in particular so as to ensure that there is no duplication of effort and resources in the running of the Member States’ and the Commission’s IT projects. The Commission’s First Biennial Report on Progress in Developing the EU Customs Union and its Governance[footnoteRef:4] of July 2018 also noted the need for optimising customs electronic systems and their use. Continuing discussions between the Commission and the Member States are taking place on this basis. In all of this future work on the governance of customs electronic systems there will be a need to take into account the possible evolution of the legal basis and the potential impact of Brexit, the increasing pressure to ensure cross-sector solutions in terms of interoperability, sharing of solutions and exploitation of data as well as the implications of technological innovations over the coming years. As the Commission stated in the above-mentioned First Biennial Report, it looks forward to engaging actively with the European Parliament and the Council on follow-up. [4:  	COM(2018) 524 final] 

· Regarding the call on the Commission to give stakeholders comprehensive information about the repercussions of the withdrawal of the United Kingdom in the area of customs (paragraph 25)
The Commission has published several Notices to stakeholders in relation to the consequences of the withdrawal of the United Kingdom from the Union[footnoteRef:5]. In addition, the Commission has recently stepped up its “no-deal” contingency campaign for EU businesses, given the risk that the United Kingdom may leave the EU without a deal. This campaign should help to inform businesses that wish to continue trading with the United Kingdom after Brexit, about what they need to do in order to ensure as smooth a transition as possible. The Commission has also organised several meetings of the Trade Contact Group, which brings together representatives of the trade community, so as to inform European trade associations about the impact of the United Kingdom's withdrawal. The Commission is also informed that the Member States’ customs and tax administrations have reached out to national traders. Finally, the Commission has recently provided guidance on rules that would apply in the area of customs and of certain indirect taxes (VAT and excise duties) in a no-deal scenario[footnoteRef:6]. [5:  	https://ec.europa.eu/info/brexit/brexit-preparedness/preparedness-notices_en#tradetaxud ]  [6:  	https://ec.europa.eu/taxation_customs/uk_withdrawal_en#heading_2] 

· Regarding the statement that, following the withdrawal of the UK, there must be no loopholes in the customs system that would pave the way for illicit trade or the evasion of public-law debts provided for under EU law (paragraph 26)
As of the withdrawal date, the United Kingdom will become a third country. This implies that the Union Customs Code will apply to trade in goods with the UK and no derogations are foreseen. As is the case today, the implementation of the Code falls under the Member States’ competence and the Commission has been regularly informed about the measures that Member States’ customs authorities are taking with a view to the staffing, infrastructure and IT systems necessary after the UK withdrawal. However, as the report notes, withdrawal of the UK without an agreement carries risks for illicit trade and the evasion of duties and the Commission is therefore in active discussion with Member States on this issue.

