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Note on GNI reservations 

I. Introduction

1. The European Commission is responsible for the verification of the procedures and basic statistics used to calculate Gross national income (GNI) for own resource purposes, and the examination of the related annual GNI data transmission[footnoteRef:2]. The verification is organised in multiannual verification cycles. A verification cycle may be linked to the introduction of an updated harmonised methodological basis (European System of Accounts - ESA) and/or benchmark revisions of national accounts. The current basis for the compilation of European national accounts, ESA 2010[footnoteRef:3], was introduced in the national accounts of EU Member States, the United Kingdom and most of the EFTA countries in 2014[footnoteRef:4]. [2:  According to Article 1 (1) of the GNI regulation mentioned under footnote 4 below, GNI is to be defined in accordance with the European System of Accounts (ESA).]  [3:  Regulation (EU) No 549/2013 of the European Parliament and of the Council of 21 May 2013 on the European system of national and regional accounts in the European Union]  [4:  Liechtenstein introduced ESA 2010 in December 2016.] 

2. Pursuant to the GNI Regulation[footnoteRef:5], the verification is based on the GNI Inventory, on GNI information visits by Eurostat and subsequent information provided by the Member States in the report on the quality of the GNI data (RQ). When the verification of the reliability, comparability and exhaustiveness of Member States' GNI reveals imminent problems concerning the compliance of the estimates with the relevant EU rules, the Commission notifies the respective Member States' authorities[footnoteRef:6], pursuant to Article 10b(4) of Regulation (EU, Euratom) No 609/2014[footnoteRef:7], that it reserves its position as to the accuracy of GNI.  [5:  Regulation (EU) 2019/516 of the European Parliament and of the Council (of 19 March 2019) on the harmonisation of gross national income at market prices and repealing Council Directive 89/130/EEC, Euratom and Council Regulation (EC, Euratom) No 1287/2003]  [6:  Following the withdrawal agreement, there are also reservations for the UK. Same rules as for Member States apply for the UK; GNI reservations can be placed until 30 November 2024 for the years until 2020. ]  [7:  Council Regulation (EU, Euratom) No 609/2014 of 26 May 2014 on the methods and procedure for making available the traditional, VAT and GNI-based own resources and on the measures to meet cash requirements (Recast), as amended by Council Regulation (EU, Euratom) 2016/804 of 17 May 2016 amending Regulation (EU, Euratom) No 609/2014 on the methods and procedure for making available the traditional, VAT and GNI-based own resources and on the measures to meet cash requirements.] 

3. The European Commission places a reservation as a protective measure to avoid the risk that corrections to GNI figures used for own resource purposes (about which there is a concern) will become time-barred. According to article 10b(4) of Council Regulation 609/2014, after 30 November of the fourth year following a given financial year, any changes to GNI shall no longer be taken into account, unless they are covered by reservations placed within this time limit. Reservations can also be placed by a Member State.
4. The European Commission examined the annual GNI data and verified the sources and methods used to calculate GNI for own resource purposes compiled under ESA 2010 for the first time during the 2016-2019 GNI verification cycle. The 2016-2019 verification led to placing about three hundred reservations on EU Member States' GNI data.
5. The second ESA 2010 based verification cycle - 2020-2024 verification cycle - builds largely on the improved framework developed for the 2016-2019 cycle. The present document aims to present the criteria for defining, placing and lifting GNI reservations in the 2020-2024 verification cycle. It updates the Note on GNI reservations related to the previous verification cycle[footnoteRef:8] and provides links to other important elements of this verification cycle.  [8:  Eurostat/C3/GNIC/336 - EN – Note on GNI reservations] 


II. Typology of GNI reservations

6. In practice, there are two main categories of GNI reservations – specific and general. Specific reservations are sub-divided into transaction-specific, transversal and process-specific reservations. 
7. Transaction-specific reservations are used when:
· there is an identified weakness concerning a specific transaction or aspect of the GNI calculation of a given Member State that requires improvement; or
· there is an unclarified concern that requires further methodological information on the treatment of a specific aspect or transaction in the GNI calculation so as to ensure that the GNI based own resource contribution is determined correctly.
8. Transversal reservations are used when an issue concerning the calculation of GNI exists, the resolution of which may require a detailed comparative analysis of the solutions adopted by Member States and agreement in the GNI Expert Group on conceptual aspects. The results of this comparative analysis might identify the need for changes in the calculation of GNI in order to ensure that the GNI-based own resource contributions are determined correctly.
9. Process-specific reservations are used when the concerns or potential anomalies all derive from a particular stage in the process e.g. at the beginning of any particular verification cycle, for example when questions are raised about the finality of estimates for t-4 (approaching time-barring).
10. General reservations are used in exceptional cases where there are significant risks that the financial interests of the EU are not protected, for example, when a Member State does not present the GNI Inventory as required, carries out a fundamental revision during the verification cycle or a major revision at irregular intervals.
11. A general reservation may be necessary at the beginning of the first verification cycle after the accession of a Member State or in instances when questions are raised about the finality of estimates for t-4 which risks becoming time-barred.
12. A general reservation may be necessary when Member States do not comply with time limits laid down or if, also in the view of the GNI Expert Group, it is the preferred solution in a particular set of circumstances. 

III. Identification and placing of GNI reservations (in the 2020-2024 GNI verification cycle)

13. As it has been the case so far, in the 2020-2024 GNI verification cycle reservations will be placed on deficiencies posing main risks for reliability, comparability and exhaustiveness of GNI data, such as:
· non-compliance with ESA 2010; 
· non-compliance with GNI Regulation and its Implementing Regulations;
· insufficient quality of source data not corrected by appropriate measures;
· use of inadequate data sources, methods or calculations;
· incomplete coverage of relevant transactions (non-exhaustiveness);
· insufficient description of data sources and methods used;
· use of methods that lead to incomparable results between the countries;
· outdated basic sources underlying certain estimates;
· compilation and processing errors.
14. Transaction-specific reservations will in most cases be placed at the end of the verification cycle, by the end of 2024. However, if the verification identifies improvement needs that require immediate action (e.g. due to the potential impact of the deficiency or due to open issues potentially impacting the year n-4 about to be time-barred – see paragraphs 20-21 below) or if the Member States do not adequately progress on action points, reservations could be placed immediately, without waiting for the end of the verification cycle. 
15. Transaction-specific reservations will need to be placed for all action points that remain open by the end of 2024 (apart from possibly open action points B that relate purely to improvements of the GNI Inventory, without a possible revision of GNI). This will relate to action points that were not addressed by the Member States or that were addressed but could not be verified by the Commission by the end of 2024 (there will be a cut-off date at the end of November or beginning of December 2024). 
16. Transaction-specific reservations may also be needed if a Member State implements revisions in the 2024 GNI Questionnaire that would not be related to an action point and could not be fully verified by the cut-off date.  
17. In a joint effort with Member States, the Commission will aim to identify action points as early as possible, so that necessary revisions to GNI can be made to the largest possible extent already in the 2024 GNI Questionnaire, thus avoiding the need to place reservations.
18. Transaction-specific reservations may be placed also after the assessment of annual data transmission and the report on quality if further verification appears necessary.
19. Apart from the transaction-specific deficiencies referred to above, GNI reservations can also be placed on the transversal issues, as described in paragraph 8 above or if identified in the risk assessment exercise[footnoteRef:9].  [9:  Related document will be presented in the November 2021 GNIG] 

20. In 2020, the Commission placed transaction-specific and transversal reservations and lifted the process-specific ones for the years 2010-2016[footnoteRef:10]. Thus, at the time of the preparation of this document, there were no process-specific reservations in place for the Member States that would keep the years before n-4 open for revisions (other than due to transaction-specific, transversal, or general reservations). However, in cases when the Member States are aware of the upcoming concrete revisions materially affecting their GNI OR data for the year n-4, they should be enabled to include these revisions in the GNI OR data. In this way, the undesired situation would be avoided when a country implements a material revision to their national accounts time-series shortly after time-barring of the GNI OR data. [10:  Having process-specific reservations for the years 2010-2016 was justified by the fact that the cycle 2016-2019 was the first one after implementation of the ESA 2010 with its profound impact on the sources and methods employed to compile the GNI OR data and that time was needed to ensure complete verification of those sources and methods beyond the year n-4.] 

21. Thus, by the end of November 2021 decisions will have to be made on whether to place transaction-specific reservations for the year n-4 (2017) onwards on the open issues - other than already covered by GNI reservations - not yet implemented in the GNI Questionnaires of the Member States that are known to have a potential impact on GNI OR for the year n-4.[footnoteRef:11] [11:  The corresponding decisions were made by the end of November 2020 with regard to potential transaction-specific reservations for the year 2016.] 

22. On the other hand, as the verification of the GNI Inventories will start in 2022 for most of the Member States, from that year onwards new process-specific reservations would be needed for the respective years n-4 in order to avoid that years under verification based on the new Inventories become time-barred[footnoteRef:12]. [12:  This is without prejudice of the risk that could be identified in the future and would deserve placing of reservations in accordance with the legal provisions in place.] 

23. The process-specific GNI reservations that will be placed during the 2020-2024 verification cycle will be replaced by transaction-specific reservations or transversal GNI reservations by the end of 2024.
24. Whenever a reservation will be placed for one Member State, its possible relevance for other Member States will be considered by Eurostat in order to ensure a fair and consistent approach to placing reservations. 
25. GNI reservations will not be placed for issues below the agreed materiality threshold of 0.1% of the respective GNI[footnoteRef:13]. To this end Member States have to provide numerical evidence that the impact of the related deficiency is below the materiality threshold. An adequate related description of sources, methods and calculations used has to be provided as well. [13:  Eurostat/C3/GNIG/102 Note on the materiality threshold] 

26. A GNI reservation will specify the years to which it applies. In the 2020-2024 verification cycle the reservations will, in principle, be applicable for the years 2018 onwards (apart from the issues discussed in the paragraph 21 above that concern the years 2016 onwards or 2017 onwards). 
27. The Commission will set a deadline for Member States to fully address each transaction-specific, transversal and general GNI reservation. In case of belated payment, interest may accrue pursuant to Article 12(2)(d) of Council Regulation 609/2014. 
28. Based on the assessments by Eurostat, the reservations on the Member State's GNI data are officially notified by the Commission (DG Budget) to the Permanent Representative of the Member State concerned. Eurostat sends a copy of the reservation letter to the national statistical authority concerned.

IV. Addressing GNI reservations

29. Member States implement the results of the work done on GNI reservations in their annual GNI Questionnaires and RQs. Any revisions due to reservations should be included in the GNI Questionnaire; the measures taken to resolve the underlying deficiencies should be clearly described in the RQ, along with a clear, detailed presentation of the numerical impact on the individual components of GNI and the total GNI-based own resource estimate.
30. For reservations with no or non-material impact on GNI, Member States can present a report on the work done also outside the annual GNI reporting.
31. Member States work on reservations should preferably be provided to Eurostat informally before the official deadline to enable an early assessment.
32. If a GNI reservation contains several sub-points such information has to be provided for each of the sub-points. In this case, also the agreed materiality threshold applies to each of the sub-points. 
33. Eurostat informs the GNI Expert Group on the state-of-play of reservations in a recurrent document.

V. Verifying GNI reservations

34. Eurostat analyses and verifies the work on GNI reservations done by the Member States. This includes as appropriate a detailed check of the sources and methods used as well as the compilations made when addressing the reservation, and it may include elements of a direct verification as described in the note for the direct verification exercise[footnoteRef:14]. [14:  See document Eurostat/C3/GNIG100] 

35. [bookmark: _GoBack]Following the positive assessment of the work done on the reservation, Eurostat drafts a technical opinion on the Member State's work and sends it to DG Budget. The technical opinions on lifting reservations are made available to the GNI Expert Group members for the sake of transparency.

VI. Lifting GNI reservations

36. After having taken account of Eurostat's assessment provided in the technical opinion the Commission (DG Budget) notifies the Permanent Representative of the Member State concerned that the reservation is lifted.
37. Whenever possible the Commission will aim at lifting the reservations within one year after their addressing in the relevant GNI Questionnaires and RQs.
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