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Notes 

Numbering of documents 

Three separate numbering systems are used in this Report for European Union 
documents: 
 

Numbers in brackets are the Committee’s own reference numbers. 
 
Numbers in the form “5467/05” are Council of Ministers reference 
numbers. This system is also used by UK Government Departments, by the 
House of Commons Vote Office and for proceedings in the House. 
 
Numbers preceded by the letters COM or SEC are Commission reference 
numbers. 

 
Where only a Committee number is given, this usually indicates that no official 
text is available and the Government has submitted an “unnumbered 
Explanatory Memorandum” discussing what is likely to be included in the 
document or covering an unofficial text. 

Abbreviations used in the headnotes and footnotes 

EC (in “Legal base”) Treaty establishing the European Community 
EM Explanatory Memorandum (submitted by the Government to the 

Committee) 
EP European Parliament 
EU (in “Legal base”) Treaty on European Union 
GAERC General Affairs and External Relations Council 
JHA Justice and Home Affairs 
OJ Official Journal of the European Communities 
QMV Qualified majority voting 
RIA Regulatory Impact Assessment 
SEM Supplementary Explanatory Memorandum 

Euros 

Where figures in euros have been converted to pounds sterling, this is normally 
at the market rate for the last working day of the previous month. 

Further information 

Documents recommended by the Committee for debate, together with the times 
of forthcoming debates (where known), are listed in the European Union 
Documents list, which is in the House of Commons Vote Bundle on Mondays and 
is also available on the parliamentary website. Documents awaiting 
consideration by the Committee are listed in “Remaining Business”: 
www.parliament.uk/escom. The website also contains the Committee’s Reports. 
 
Letters sent by Ministers to the Committee about documents are available for 
the public to inspect; anyone wishing to do so should contact the staff of the 
Committee (“Contacts” below). 

Contacts 

All correspondence should be addressed to the Clerk of the European Scrutiny 
Committee, House of Commons, 7 Millbank, London SW1P 3JA. The telephone 
number for general enquiries is (020) 7219 3292/5465. The Committee’s email 
address is escom@parliament.uk 
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1  Mobile phone “roaming” costs 

(27710) 
11724/06 
COM(06) 382 
+ ADD 1–2 

Draft Regulation on roaming on public mobile networks within 
the Community and amending Directive 2002/21/EC on a common 
regulatory framework for electronic communications networks 
and services 

 
Legal base Art 95 EC; QMV 
Document originated 12 July 2006 
Deposited in Parliament 21 July 2006 
Department Trade and Industry  
Basis of consideration Minister’s letters of 6 and 19 December 2006 
Previous Committee Report HC 34 xxxvii (2005–06), para 13 (11 October 2006); 

see also HC 34–xxiii (2005–06), para 7 (29 March 
2006) 

Discussed in Council December 2006 Telecoms Council 
Committee’s assessment Legally and Politically important 
Committee’s decision Not cleared; further information requested  

Background 

1.1 Mobile termination rates (MTR) are the fees mobile phone companies charge other 
carriers to terminate calls on their networks and are a significant input cost in providing 
the retail service of fixed-to-mobile and mobile-to-mobile calls. 

1.2  “International roaming” is the ability of mobile phone subscribers to use their phones 
whilst travelling abroad. Users can make and receive calls using the same number as they 
do at home. For this, a mobile network operator needs to conclude international roaming 
agreements with operators in other countries. At the heart of these are MTRs, whereby the 
mobile phone subscriber pays both to make and receive calls when “roaming”. 

The draft Council Regulation  

1.3 In its own Explanatory Memorandum, the Commission said that the high prices that 
mobile users pay for international mobile roaming has been identified as a persistent 
problem by consumer organisations, regulators and policy makers across the Community. 
It cited the European Regulators Group (ERG), who had said that retail charges were very 
high without clear justification, which appeared to result both from high wholesale charges 
levied by the foreign host network operator and also, in many cases, from high retail mark-
ups charged by the customer’s own network operator; and that reductions in wholesale 
charges were often not passed through to the retail customer, with consumers often lacking 
clear information on the charges for roaming. It also recalled the European Parliament 
resolution of 1 December 2005 on European electronic communications regulation and 
markets 2004, which called on the Commission to develop new initiatives in order to 
reduce the high costs of cross-border mobile telephone traffic; further concern from the 
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ERG that measures being taken by them would not resolve the problem of high prices; and 
the March 2006 European Council conclusions on the importance for competitiveness of 
reducing roaming charges in the context of focused, effective and integrated information 
and communication technology (ICT) policies required to achieve the renewed Lisbon 
Strategy goals of economic growth and productivity.  

1.4 Against this background, the Commission concluded that while some operators had 
announced plans to reduce international roaming prices in response to the EU initiatives, 
there had been no general industry response that would achieve the objectives of this 
proposal without the need for regulatory action; and, in particular, no guarantee that all 
international roaming customers would see the benefits of lower prices envisaged by the 
proposal. The proposal therefore aimed to “provide a harmonised legal basis for such 
action that will facilitate the completion of the internal market for electronic 
communications”. 

1.5 In a comprehensive and helpful Explanatory Memorandum of 12 September 2006, the 
Minister of State for Industry and the Regions (Margaret Hodge) explained the main 
provisions of the draft Regulation: 

— Wholesale pricing 

a “wholesale” price cap for the charges made between the operator of the roaming 
customer and the operator of the network the customer will use while roaming in the 
EU. The cap would be based on the termination rate a mobile operator pays when a 
call from a customer is made to (i.e. terminates on) another network (which rate is 
already regulated within the EU). For calls made within a country the “cap” would be 
twice the average termination rate; for calls made back home, three times.  

— Retail pricing 

a “retail” cap for calls made abroad, at 130% of the maximum wholesale price. 

— Timing of application of maximum retail charge limits for regulated roaming calls 

the retail price cap on international mobile roaming calls would be implemented six 
months after the regulation enters into force.  

— Receiving Party Pays 

a cap of 130% of the average termination rate of calls for the cost of receiving calls 
while travelling abroad. 

— Transparency of pricing information 

the home provider to give its roaming customers information on the costs they will 
incur on request and free of charge; and to provide new customers with full 
information on roaming costs when they take out a subscription. 
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—  Supervision and enforcement 

national regulatory authorities (in the UK’s case, OFCOM) to be responsible for 
monitoring and supervising compliance and for devising appropriate penalties for 
infringements. 

— Calculation of the average mobile termination rate 

explained in Article 10 — this rate is used for calculating the maximum price limits. 

1.6 The Minister said that there were no concerns about subsidiarity and that the 
compliance costs were unlikely to be significant. With respect to the “true economic costs 
of the proposal”, there was “as might be expected …. a degree of dispute between the 
Commission (in their draft Regulatory Impact Assessment) and the operators”.  

1.7 She found the proposal more coherent and sensible than the Commission’s opening 
shot in March (“roaming” cost per call to be the same as that in home country). However, 
she was not sure if Article 95 TEC was the right legal base, though without clearly 
explaining why, beyond saying that, in proposing specific and detailed price controls in a 
sector already subject to Community legislation, the precedent that could be set needed to 
be taken into account.  

1.8 As to the details, the Minister felt that the current proposals (with the current retail cap) 
could lead to inefficiencies and unintended “spillover effects” in related markets, as 
operators sought to recover the shortfall in their roaming costs in other ways 
(subscriptions, restrictions, higher domestic rates etc), with this bearing especially heavily 
on infrequent roamers (since they will have least countervailing power). Pre-pay 
customers, who are often the most disadvantaged and for whom it is easier for operators to 
terminate their ability to roam than for contracted customers, would be at risk of arbitrage 
in the EU market for SIM cards (where the regulated “roaming” price dips below the 
domestic price for calls in an EU country) and of operators terminating the sale of SIMs 
altogether. She also noted that “non-aligned” operators (i.e. those without their own major 
networks) were potentially badly affected by the introduction of retail caps since they are 
less able to internalise their costs to the same extent as larger ones and might be forced to 
exit the roaming market altogether, with a negative impact on competition and innovation 
(for example the successful Vodafone “Passport” scheme, which would be prohibited 
under the proposal). 

1.9 She therefore favoured (as made clear to the Commission prior to adoption of the 
Regulation), as did the European Regulators Group, a “sunrise” clause that would only 
“trigger” the maximum retail cap if — after a certain time period — the operators had not 
reduced their call charges to an average level agreed by Member States. The Commission, 
though, saw “significant procedural and legal problems”, whereas she saw this as offering 
an opportunity to provide the assurance that the Commission is seeking that cuts in 
wholesale prices would be passed on to consumers in the form of lower retail prices.  

1.10 On the future timetable, the Minister said that the draft Regulation would be subject to 
discussion in the Telecoms Council Working Group from September and in the European 
Parliament towards the end of the year; that the Finnish Presidency might seek to obtain a 
political consensus at their Ministerial Council in December, with a final approval likely in 
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June 2007 under the German Presidency; and that the DTI was currently organising a 
consultation exercise that would allow UK individuals and organisations to comment upon 
the draft regulation, the responses to which would be available before the December 
Council discussions and which would help determine the position taken in Council and in 
the Government’s lobbying in the European Parliament.  

1.11 When we considered the draft Regulation and the Minister’s Explanatory 
Memorandum on 11 October, we endorsed the objective of ensuring lower “international 
roaming” prices for all types of mobile phone subscriber in the European Union. However, 
it was plain that there were significant policy and legal aspects of the draft Regulation that 
had yet to be negotiated upon and clarified during the autumn. We envisaged a possible 
debate on the draft Regulation prior to the December Telecoms Council meeting, and 
asked the Minister to report on the outcome of the negotiations, with an explanation of the 
line that the Government was likely to be taking and her views then on the legal base, in 
good time for such a debate to be organised beforehand, should we then so recommend. In 
the meantime, we kept the draft Regulation under scrutiny. 

The Minister’s letters 

1.12 In her letter of 6 December 2006, the Minister agrees that a host of technical and 
regulatory issues needed to be addressed with respect to the Commission proposal. Six 
meetings of the Council Working Group had looked at the Commission text and made 
some progress “in understanding the reasoning of the Commission and where there may 
be better alternative approaches”. But political agreement at the 11th December 
Telecommunications Council meeting was unlikely. In addition to the slow progress in the 
working group, the Presidency had also been constrained in their ambition by a draft 
timetable from the European Parliament that envisages a First Reading in May 2007. She 
understood, though, that the forthcoming German Presidency was still seeking an 
agreement by summer 2007.  

1.13 In terms of the substance, the Minister reports that there has been “a robust debate on 
all of the facets of the Commission draft”. While there was a general agreement that some 
form of price restraint, particularly at the wholesale level was justified, there was a 
significant concern that constraints on retail prices could be damaging to both operators 
and (ultimately) consumers. UK officials had been active in the negotiations and had 
recently tabled a “sunrise” proposal through which retail caps would only take affect if 
operators (in any one jurisdiction) did not significantly reduce roaming prices to the 
consumer. She believed that this approach, which “includes a more sensible way of 
calculating the wholesale cap”, would help safeguard competition and innovation. It had 
been welcomed by several Member States, and she would be advocating it at the Council.  

1.14 With respect to the legal base of the Regulation, the Minister assures us that she has 
sought clarification from the Commission Legal Service on the justification for using 
Article 95 EC; offers to update us on this and other aspects of the proposed Regulation after 
the Council; and notes that the final shape of any agreement will be uncertain until the 
European Parliament considers the proposal early in 2007.  

1.15 In her subsequent letter of 19 December 2006, the Minister describes the Council as 
“essentially an opportunity for the Presidency to report on the deliberations that had taken 
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place under their watch and to seek views of Member States on the detail of the 
Commission proposal”, and an opportunity to consider how a compromise could be found 
that would enable the Council and Parliament to agree the dossier by the end of the 
forthcoming German Presidency. The debate was “both constructive and informative”, and 
provided her with “an opportunity to outline the UK view and to back France in outlining 
a number of high-level principles that we believe an agreement should be based on”. She 
encloses the Paper that she and her French counterpart sent to Member States and the 
Commission just before the Council (which is annexed to our Report) and continues as 
follows: 

“Essentially our position is to agree with the Commission for a substantial and 
urgent reduction in roaming prices but to manage the process in such a way that 
neither undermines competition nor stifles innovation. I am glad to report that the 
joint approach (which includes the concept of a sunrise clause) gained considerable 
support from other member States, and may well be taken up (at least to an extent) 
by Germany in a possible Presidency text for next year.   

“On the particular issue of calculating the wholesale cap, which I know you were 
concerned about, the Commission let it be known that they could probably endorse 
the use of “average” termination rates, a position advocated by nearly all member 
States.  

“I am confident that there is sufficient agreement in the Council for an acceptable 
solution to be found, though recognise that this will, to an extent, be determined by 
the views of the Parliament which will probably not become clear until around Easter 
next year. I will, of course endeavour to keep you up to date with developments”.  

Conclusions 

1.16  We are grateful to the Minister for this comprehensive updating, and note the 
progress made on the technical issues.  

1.17 We note, however, that she has not said anything further on the uncertainty over 
the legal base of the draft Regulation. 

1.18 We propose to discuss this and other aspects of the Government’s views on how 
best to attain the objective of ensuring lower “international roaming” prices in the EU 
for all types of mobile phone subscriber at a forthcoming evidence session. 

1.19 Last October, when the Finnish Presidency seeking political agreement in 
December was in prospect, we envisaged recommending a debate beforehand, so that 
the House could hear and debate the Government’s considered views ahead of the 
Council. Looking ahead, despite what the Minister says, as the end of the German 
Presidency nears, pressure for a first reading deal with the EP, with its attendant risks, 
would not be at all surprising. If this transpires, then we would be minded similarly to 
recommend a debate ahead of the June Telecoms Council, which would be called upon 
to endorse it, to enable the Government’s position to be examined.  

1.20 In the meantime, we shall continue to keep the draft Regulation under scrutiny.  
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Annex: Principles on Roaming 

France and United Kingdom believe that the following principles should form the basis 
of an efficient, balanced, consumer protective, regulation on roaming : 

1. Comprehensive information to the consumer on the retails tariffs. This is in line 
with the proposal of the Commission.  

2. A single price cap of the wholesale average tariff between any two operators based on a 
multiple of the average European termination rate enforced by National Regulatory 
Authorities. The Commission proposed different price caps for the wholesale tariffs 
depending on the type of call (local call when roaming or international call). Our 
approach ensures a price reduction in the wholesale market, a protection for small 
operators and is easy for NRAs to enforce.  

3. A single control on average retail charges, covering all intra-Europe roaming calls 
made and received, defined in order to cover the retail costs of the operators. This 
will be applied only to operators which have not voluntarily reduced their average 
prices below an agreed cap within 6 months and enforced by National Regulatory 
Authorities. The Commission proposed here different price caps based on the type of 
call and linked to the different price caps for wholesale tariffs; we believe a single cap is 
simpler. It would be based on the average retail prices allowing competition in the 
offers between operators and better offers for consumers.  

4. A “Consumer protection tariff” for those customers who want, as a free option to 
subscribe. This option will allow customers who do not want to choose from among 
the wide scope of commercial offers, that no minute will be charged to them, when 
roaming, above a certain price level.  

5. A right for NRAs to exercise discretion and set the national retail price cap below 
the European price cap. In exercising such discretion, the NRA shall take into account 
the specific situation of the national market. 

Further discussions in the Council and the Parliament will be necessary to define the 
adequate price cap levels and protection tariff.  
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2  Energy taxes 

(a) 
(28116) 
16188/06 
COM(06) 741 
 
(b) 
(28117) 
16190/06 
COM(06) 742 
 
(c) 
(28145) 
16424/06 
COM(06) 768 
 
(d) 
(28153) 
16528/06 
COM(06) 743 
 
(e) 
(28162) 
16757/06 
COM(06) 794 
 
(f) 
(28163) 
16758/06 
COM(06) 795 

 
Commission Communication in accordance with Article 19(1) of 
Council Directive 2003/96/EC (local public passenger transport, 
armed forces, public administration, ambulances) 
 
 
Commission Communication in accordance with Article 19(1) of 
Council Directive 2003/96/EC (private pleasure-flying) 
 
 
 
Commission Communication in accordance with Article 19(1) of 
Council Directive 2003/96/EC (taxation of industrial uses of LPG 
and taxation of coal) 
 
 
Commission Communication in accordance with Article 19(1) of 
Council Directive 2003/96/EC (operation of private pleasure craft) 
 
 
 
Commission Communication in accordance with Article 19(1) of 
Council Directive 2003/96/EC (ambulant vendors) 
 
 
 
Commission Communication in accordance with Article 19(1) of 
Council Directive 2003/96/EC (regional derogations) 

 
Legal base — 
Documents originated (a), (b) and (d) 30 November 2006 

(c) 5 December 2006  
(e) and (f) 12 December 2006 

Deposited in Parliament (a) and (b) 6 December 2006 
(c) 11 December 2006 
(d) 12 December 2006 
(e) and (f) 15 December 2006 

Department HM Treasury 
Basis of consideration (a) (b) and (c) EMs of 18 December 2006 

(d) EM of 19 December 2006 
(e) and (f) EM of 9 January 2007 

Previous Committee Report None 
To be discussed in Council Not known 
Committee’s assessment Politically important 
Committee’s decision Not cleared, further information requested 
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Background 

2.1 The Energy Tax Directive, 2003/96/EC, sets out which energy products are concerned, 
the uses that make those products liable to tax, the minimum rates of taxation applicable to 
each product, depending on its use as a propellant, for industrial and commercial purposes 
or for heating, and specific exemptions from the normal rules. The Directive also sets out 
in annexes a number of derogations which allow Member States to apply reduced rates or 
exemptions from energy tax for various products and purposes. Most of these derogations 
were due to expire on 31 December 2006. Under Article 19 of the Directive a Member State 
may ask the Commission to propose to the Council a new or extended derogation. If the 
Commission makes such a proposal it is decided by the Council unanimously. 

2.2 In October 2006 we reported that, as required by the Directive, the Commission had 
conducted a review of the current derogations and had issued a Communication with its 
view as to whether they should be allowed to continue beyond 2006. It considered 
derogations to be in four categories: 

• derogations relating to situations outside the scope of the Directive; 

• derogations which had become obsolete; 

• current derogations the objectives of which were taken into account through the 
flexibility offered by the general provisions of the Directive; and 

• derogations concerned with objectives not taken into account by the general 
provisions of the Directive.  

2.3 In relation to the last category the Commission noted derogations, which after 31 
December 2006 would have no legal basis under the Directive, covering: 

• fuel used by private pleasure air navigation; 

• fuel used for navigation in private pleasure craft; 

• waste oil reused as fuel; 

• specific policy purposes in certain geographical areas; and 

• miscellaneous purposes. 

The Commission’s view was that the expiry of most of the derogations should be seen as an 
opportunity to achieve greater transparency and greater coherence in the energy tax 
legislation. It asked Member States to assess in the light of its Communication whether 
they wished to seek renewal of any of their derogations. The Commission would assess any 
such requests on their merits, taking into account the proper functioning of the internal 
market, as well as Community environmental, energy and transport policies. 

2.4 When we reported the Communication we noted that the Government: 

• held derogations for fuel used by private pleasure air navigation, fuel used for 
navigation in private pleasure craft and waste oil reused as fuel sub-categories;  
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• had confirmed in the 2006 Budget that it would be applying for renewal of all three 
of its derogations; and 

• believed there was a credible case for renewal of the derogations and shortly would 
make formal applications for their renewal.1 

The documents 

2.5 These Communications announce the Commission’s decisions not to accede to 
requests to propose extensions of derogations in 16 cases. These are: 

• document (a) — applications by Belgium, to partially exempt certain fuels used in 
local public passenger transport, by France to exempt certain fuels used in taxis 
within an annual limit, by Greece to exempt fuel used by national armed forces, 
police and various official vehicles and by Italy to exempt fuel used by national 
armed forces and to apply a reduced rate to certain fuels used in taxis substituting 
for public transport and to fuel used in certain ambulances; 

• document (b) — applications by the UK, France, Portugal, Malta and Sweden for 
partial or full exemptions for fuel used in private pleasure flying; 

• document (c) — applications by Greece to partial exempt liquid petroleum gas 
used for industrial purposes and by Lithuania to exempt coal; 

• document (d) — applications by the UK, Belgium and Malta for partial or full 
exemptions for gas oil used in navigation of private pleasure craft; 

• document (e) — an application by France to exempt fuel, up to an annual limit, 
used by retailers in small communes (less than 3000 inhabitants) whose business is 
partly through “ambulant sales” (mobile shops); and 

• document (f) — an application by Italy to exempt certain motor and heating fuels, 
up to annual limits, consumed in the regions of Val d’Aosta, Gorizia, Udine and 
Trieste. 

2.6 In the Communications the Commission summarises the case of the Member State 
concerned for renewal of the exemption and the Commission’s reasons for rejecting the 
case. In relation to the Government’s case (and those of Belgium, France, Portugal, Malta 
and Sweden) for renewal of the derogations for fuel used in private pleasure flying and for 
fuel used in navigation of private pleasure craft the Commission says: 

• the arguments advanced by Member States do not constitute specific policy 
considerations within the meaning of Article 19 of the Directive; 

• the requests are not consistent with the proper functioning of the internal market, 
with the need to ensure fair competition and with community health, 
environment, energy and transport policies, as required by Article 19; 

 
1 (27664) 11167/06: see HC 34–xxxvii (2005–06), para 55 (11 October 2006). 
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• Member States’ arguments concerning administrative burdens, compliance and 
enforcement difficulties, possible safety issues and the possible effect on associated 
businesses, tourism, or the training industry are not valid reasons to justify renewal 
of the derogation as they are inherent in moving towards the normal Community 
tax treatment for this activity; 

• derogations were aimed at overcoming initial difficulties in implementation; 

• there has been sufficient time for any difficulties to be resolved since the principle 
that fuel used in private flying is taxable was established in 1993, in accordance 
with the completion of the internal market; and 

• extension of the derogations would contradict Community environment, energy 
and transport policies as it would not accurately reflect the negative external costs 
of the activity. 

2.7 The Commission has still to issue decisions on a number of other applications for 
extensions of derogations, including the Government’s in relation to waste oil reused as 
fuel. 

The Government’s view 

2.8 The Paymaster General (Dawn Primarolo) says that the Commission decisions 
announced in documents (a), (c), (e) and (f) have no impact for the UK. As for the decision 
on fuel for private pleasure flying, document (b) the Minister says: 

• this derogation has allowed the Government to charge duty for aviation gasoline at 
a reduced rate of 28.84 pence per litre and to fully exempt aviation turbine fuel 
used in private pleasure flying. Without this derogation all fuel used for private 
pleasure flying will be liable to the full rates of duty, that is 56.20 pence per litre for 
aviation gasoline and 54.68 pence per litre for aviation turbine fuel; 

• fuel used for commercial purposes will continue to benefit from the reduced and 
exempt rates; 

• the Government will consult interested parties in the aviation industry to assess the 
impact of the expiry of the derogation — informal consultations with a limited 
number of interested parties have already been held; 

• administrative procedures for collecting the duty will be developed in consultation 
with interested parties; 

• a regulatory impact assessment will be required to assess the compliance burden of 
new procedures for identification of fuel used in private flying and the subsequent 
collection of duty; and 

• there will be a net revenue gain following the implementation of the full rates of 
duty. The exact size of the private flying sector is very difficult to ascertain, but total 
revenue is not expected to exceed £15 million. 
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2.9 On the decision on fuel used in navigation of private pleasure craft, document (d), the 
Financial Secretary to the Treasury (John Healey) says: 

• this derogation has allowed the Government to charge duty on fuel used in 
pleasure boats at the rebated (red diesel) rate for gas oil of 7.69 pence per litre. 
Without this derogation all fuel used for private pleasure boating will be liable to 
the full rate of duty for ultra low sulphur diesel, that is currently 48.35 pence per 
litre; 

• use of rebated red diesel will continue to be permitted in commercial craft; 

• the Government recognises that the loss of the derogation will have an impact 
upon the boating sector;  

• the Government has already discussed the effect of the loss of the derogation with 
interested parties in the sector and it will be working with those affected to ensure 
implementation minimises burdens and compliance costs as far as possible; 

• an initial partial regulatory impact assessment was published at the Budget 2006. A 
full assessment will be required following further consultation with interested 
parties; and 

• there will be a net revenue gain following the implementation of the full rates of 
duty. Total revenue is not expected to exceed £10 million. 

Conclusion 

2.10 As we recalled above, when we considered the Commission’s earlier 
Communication the Government told us that it believed there was a credible case for 
renewal of the UK derogations.2 We presume the Government still thinks the case 
credible. And the rejection of its applications will be a considerable blow to those 
involved in the use of private pleasure planes or boats. So before we consider the 
present Communications further, we should like to hear from the Government what 
scope there is for it (and like-minded Member States) to try to persuade the 
Commission to change its mind.  

2.11 Meanwhile the documents remain uncleared. 

 
 
 

 
2 Ibid. 
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3  Trans-European Networks 

(a) 
(26431) 
7280/05 
COM(05) 75 
 
(b) 
(26432) 
7281/05 
COM(05) 76 
 
(c) 
(26433) 
7282/05 
SEC(05) 323 
 
(d) 
(27581) 
10089/06 
COM(06) 245 

 
Commission Communication: European Initiative for Growth — 
Feasibility report on EU loan guarantee instrument for TEN-
Transport projects 
 
 
Commission Communication: European Initiative for Growth — 
Concept for the design of an EU loan guarantee instrument for TEN-
Transport projects 
 
 
Commission staff working paper: Annex to the Commission 
Communication: European Initiative for Growth — EU loan 
guarantee instrument for TEN-Transport projects 
 
 
Amended Draft Regulation laying down general rules for the 
granting of Community financial aid in the field of the Trans-
European Transport and Energy Networks and amending Council 
Regulation (EC) No 2236/95 

 
Legal base (a)-(c) — 

(d) Article 156 EC; co-decision; QMV 
Department (a)-(c) Transport 

(d) Trade and Industry 
Basis of consideration Minister’s letter of 19 December 2006 
Previous Committee Report (a)-(c) HC 34–i (2005–06), para 16 (4 July 2005) 

(d) HC 34–xxxv (2005–06), para 4 (12 July 2006)  
To be discussed in Council February 2007 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

3.1 Trans-European Networks (TENs) concern three sectors: energy (TEN-E), 
telecommunications (eTEN) and transport (TEN-T). Development of the TENs is 
promoted as a key element for the creation of the single market, reinforcement of 
economic and social cohesion and promotion of the Lisbon Strategy. Such development 
includes the interconnection and interoperability of national networks as well as access to 
them. Funding from the TENs budget is intended to be catalytic, with maximum levels for 
support and the greater part of the funding coming from either the public authorities of the 
Member States or, especially in the fields of telecommunications and energy, from the 
private sector.  

3.2 In July 2004 the Commission proposed a draft Regulation to: 



European Scrutiny Committee, 6th Report, Session 2006–07    15 
 

 

• increase the maximum rates of support for TEN-T activities;  

•  establish a budget for TEN-T and TEN-E for the period 2007–2013; and 

• widen the forms of support available to include loan guarantees to cover risk for a 
period after the construction phase. 

3.3 The previous Committee kept this draft Regulation under scrutiny pending both the 
outcome of the negotiations on the Financial Perspectives for 2007–2013 and receipt of 
further information about the proposals in relation to loan guarantees. However, in May 
2006 the Commission proposed an amended draft Regulation, document (d), and so we 
cleared the original draft from scrutiny.3 The amended draft Regulation was proposed in 
the light of the decision on the Financial Perspectives and the European Parliament’s first 
reading of the original proposal in February 2005. The amended proposal would: 

• set an allocation of €8,168 million (£5,811 million) for TENs for the period 2007–
2013, that is €8,013 million (£5,701 million) for TEN-T and €155 million (£110 
million) for TEN-E. It was expected that the Commission would propose that €500 
million (£356 million) of the TEN-T funding would be for a loan guarantee 
mechanism; 

• incorporate new procedures for the selection of projects, a loan guarantee 
mechanism, and a contribution to the activities of joint undertakings;  

• clarify how aid is granted and Commission decisions are to be implemented; and 
define more clearly the types of potential beneficiary; 

• establish a number of principles, such as strict compliance with Community law as 
a pre-condition for funding; 

• require for TEN-T special attention to cross-border projects, to those 
implementing traffic management systems for rail, air and maritime projects and 
to inland waterway projects; and  

• amend the different maximum intervention rates for TEN-T projects as follows: 

 
3 (25873) 11740/04: see HC 42–xxxi (2003–04), para 6 (15 September 2004), HC 34–xviii (2005–06), para 9 (8 February 

2006), HC 34–xxviii (2005–06), para 5 (10 May 2006) and HC 34–xxxv (2005–06), para 4 (12 July 2006). 
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Current 
                     Post-2006 
 Original                 Amended            
 proposal                 proposal 

Studies 50% 50% 50% 

Priority projects 10% 30% 20% 

Cross-border sections of priority projects 

Inland waterways 

20% 

10% 

50% 

10% 

30% 

30% 

ERTMS/SESAR4 10% 50% 50% 

All other projects 10% 15% 10% 

 

When we considered the revised proposal in July 2006 we noted the Government’s 
continuing concerns about the maximum intervention rates for TEN-T, and especially its 
opposition to 30% rate for inland waterways projects, and decided to keep the document 
under scrutiny pending information about further developments.5 

3.4 In March 2005 the Commission published, separately from, but related to, 
consideration of the original draft Regulation and the amended version in document (d), 
three documents about a loan guarantee mechanism or instrument for TEN-T to facilitate 
private sector participation in financing projects through public-private partnerships. The 
Commission Communication, document (a), reported the outcome of the study of the 
feasibility of a loan guarantee instrument it had undertaken with the European Investment 
Bank (EIB). The other Communication, document (b), outlined a proposal for such an 
instrument. And document (c) was a Commission staff working paper setting out the 
background to both Communications. When we considered these documents in July 2005 
we: 

• noted that progress on the idea was also subject to the final outcome of the 
negotiations on the Financial Perspectives for 2007–2013; 

• asked for information as to how the Government’s reservations about the loan 
guarantee instrument proposal could be addressed in the draft Regulation; and 

• kept the documents under scrutiny pending developments.6 

 
4 European Rail Traffic Management System/Single European Sky Air traffic management research. 

5 See headnote. 

6 Ibid. 
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The Minister’s letter 

3.5 The Minister of State for Industry and the Regions at the Department of Trade and 
Industry (Margaret Hodge) writes to tell us where matters now stand on negotiations on 
the amended draft Regulation, document (d), particularly in relation to the maximum 
intervention rates and to the loan guarantee mechanism. First, the Minister tells us that the 
Presidency has proposed a compromise text which includes a settlement on the issue of 
intervention rates. The Government has been unable to retain its blocking minority 
opposing further increases in the intervention rates. But as a trade-off it has been successful 
in removing the reference to a 30% intervention rate for inland waterways works-based 
projects. Such projects would be examined against selection criteria focused on how the 
project would optimise the capacity usage of the TEN-T network rather than on the mode 
of transport. So the maximum rates of intervention would now be: 

  
Current 

     
2004 
draft 

 
Compromise 

proposal 

Studies 50% 50% 50% 

Priority projects 10% 30% 20% 

Cross-border sections of priority projects 20% 

10% 

50% 

10% 

30% 

Inland waterways —7 30% — 

Projects including interoperability, security and safety 10% 50% 50%8 

20%9 

All other projects 10% 15% 10% 

 

The Minister comments that although the intervention rates are to increase they are 
maxima and in practice the Commission rarely hits the higher rates. 

3.6 Secondly, the Minister tells us the Presidency text has an annex which:  

• sets out, in general terms, the form that support under the loan guarantee 
mechanism will take; 

• provides that the Community contribution to the loan guarantee instrument would 
be committed by 31 December 2013 at the latest, with the approval of guarantees to 
be finalised by 31 December 2014; 

 
7 Under the existing rules no special attention is given to inland waterways. 

8 For projects implementing the European Rail Traffic Management System (ERTMS). 

9 For projects implementing other traffic management systems. 
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• provides that guarantees may not be for more than five, or exceptionally seven, 
years after the date that projects are taken into operation; 

• limits the Community contribution to the mechanism to €500 million, with the 
EIB contributing an equal amount; 

• limits the Community input to the loan guarantee mechanism to its defined 
contribution and provides that there would be no further liability on the 
Community budget; 

• provides that, in the case of termination of the loan guarantee mechanism during 
the current Financial Perspectives period, any balances, other than funds 
committed and funds needed to cover other eligible costs and expenses, would be 
returned to the TEN-T budget line; 

• provides that, if the mechanism were not extended into the next Financial 
Perspectives period, any remaining funds would be returned to the revenue side of 
the Community budget; 

• allows funds allocated to the loan guarantee mechanism to be called upon until 
either the last guarantee has expired or the last subordinated debt has been cleared; 
and 

• enables, in order to ensure that risk transfer remains a reality within TEN-T public-
private projects, such projects to adopt a mechanism whereby payments to the 
contractor are (in part) dependent on the availability of the infrastructure to a 
contractually agreed standard. 

The Minister adds that, although the draft Regulation sets out the principles of the loan 
guarantee, much of the operational detail will be covered in a cooperation agreement 
between the Commission and the EIB.  

3.7 The Minister concludes that the compromise presents the best possible outcome for the 
UK. 

Conclusion 

3.8 We are grateful to the Minister for this account of developments on the draft 
Regulation at document (d). We note that the Government has been unable to prevent 
agreement on increased maximum intervention rates, but has seen off the special rate 
for inland waterways and secured a useful clarification of the loan guarantee 
mechanism, and has assessed this as the best possible outcome. In the light of this, and 
as we have no further questions to raise, we clear this document. 

3.9 As the loan guarantee mechanism arising from documents (a)-(c) are now 
satisfactorily addressed in the compromise text of the draft Regulation we now also 
clear these documents.  
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4  Dealing with “spam” on the internet 

(28046) 
15379/06 
COM(06) 688 

Commission Communication: Fighting spam, spyware and malicious 
software 

 
Legal base — 
Document originated 15 November 2006 
Deposited in Parliament 20 November 2006 
Department Trade and Industry  
Basis of consideration EM of 28 December 2006 
Previous Committee Report None; but see HC 34–xxxv (2005–06), para 8 (12 July 

2006) and HC-34 xxxvii (2005–06), para 45 (11 
October 2006)  

To be discussed in Council To be determined  
Committee’s assessment Politically important  
Committee’s decision Cleared, but further information requested 

Background 

4.1 The Commission notes, when describing the purpose of the Communication, that 
society is becoming more and more aware of how essential modern electronic 
communications networks and services are for everyday life, in business or at home, and 
that a wide take-up of services depends on trustworthy, secure and reliable technologies. It 
recalls its earlier Communication on a Strategy for a secure Information Society,10 which 
aims at improving the security of network and information at large and invites the private 
sector to address vulnerabilities in network and information systems that can be exploited 
to spread spam and malicious software; and the associated Communication on the Review 
of the EU Regulatory Framework, which includes proposals to strengthen security and 
privacy in the electronic communications sector.11 

The Communication  

4.2 The Commission says that the present Communication deals with the evolution of 
spam,12 and threats such as spyware and malicious software;13 takes stock of efforts made so 
far to fight these threats; and identifies further actions that can be taken, including: 

 
10 COM(2006) 251; see headnote 

11 COM(2006) 334; see headnote  

12 Unsolicited communications, e.g. by email for commercial purposes. Such unsolicited email messages may also carry 
malicious software.  

13 Malicious software, or ‘malware’, is any software programme designed to attack, degrade or prevent the use of a 
computer system or collect private data without the user’s knowledge. , e.g. viruses and worms which surreptitiously 
take control of a computer and turn it into a “botnet”, i.e., a disguised server, which then sends out further such e-
mail.  
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— strengthening Community law; 

— law enforcement; 

— cooperation within and between Member States; 

— political and economic dialogue with third countries; 

— industry initiatives; and 

— R&D activities. 

4.3 The sending of spam has grown significantly over recent years. The Commission 
estimates the cost worldwide to internet users at €39 billion in 2005. It creates congestion 
on the Internet and is increasingly sent with criminal rather than commercial intent. 
Individuals may be subject to monetary losses or identity theft whilst businesses have the 
additional risk of reputation/brand damage. Although the Commission has launched a 
number of wide-ranging initiatives in this area, it considers that there is more that can and 
should be done by all parties involved. 

4.4 Member States are asked to: 

— lay down clear lines of responsibilities for national agencies;  

— ensure effective coordination between competent authorities;  

— draw on market experts for advice and information;  

— ensure adequate resources are available for enforcement; and  

— cooperate with international colleagues and assist where required. 

4.5 Companies are invited to: 

— ensure that the standard of information for the purchase of software applications is 
in accordance with data protection law; and 

— prohibit illegal use of software in advertisements, monitor how adverts reach 
customers and follow up on malpractice. 

4.6 Email service providers are asked to apply filtering systems that adhere to existing 
guidelines. 

4.7 The Commission will: 

— continue raising awareness and fostering cooperation between stakeholders; 

— continue to develop agreements with third countries; 
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— introduce new legislative proposals in the area of privacy and security in the 
communications sector and present a cybercrime policy; 

— involve ENISA (European Network Information Security Agency)14 expertise in 
security matters; and 

— support research and development. 

4.8 There are two legislative proposals:  

— Setting up of a system for notification of security breaches, placing an obligation on 
providers to notify individuals if their personal data has been compromised; and  

— rules to provide specific remedies or expected levels of penalties for national 
regulatory authorities to impose in enforcing current legislation.  

The Government’s view 

4.9  In her 28 December 2006 Explanatory Memorandum, the Minister of State for 
Industry and the Regions (Margaret Hodge) says that the Government is very active in 
promoting workable solutions and best practice in this area, and continues as follows: 

“In 2004, the UK played a key role in placing spam on the OECD agenda. 
Subsequently, it has participated in the development of the OECD SPAM toolkit. 
The toolkit provides a framework to help governments to fight spam through 
effective legislation, enforcement, awareness raising, technical measures and 
international co-operation.  

“The UK Government has entered into a number of bilateral agreements, for 
example Memoranda of Understanding with the USA and Australia, and 
multinational agreements such as the London Action Plan. It signed up to the 
Council of Europe Cybercrime Convention in 2001.  

“In addition to this international activity, there is domestic legislation to protect 
Internet users such as the Data Protection Act 1988,15 the Computer Misuse Act 1990 
and the Privacy and Electronic Communications (EC Directive) Regulations 200316 
(where we are in discussion with the Information Commissioner’s Office (ICO) 
about the powers available for enforcement). The ICO has recently completed a 
consultation on enforcement measures for breaches of the Data Protection Act.17 The 
ICO will be involved in the negotiation on the proposed notification of breaches in 
line with the Cabinet Office’s general policy that we resist the imposition of binding 
rules on either the nature of enforcement or the level of penalties”. 

 
14 ENISA was set up in 2004, to enhance the capability of the European Union, Member States and the business 

community to prevent, address and respond to network and information security problems. 

15 The Data Protection Act implements Directive 95/46/EC of the European Parliament and of the Council of 24 October 
1995 on the protection of individuals with regard to the processing of personal data and on the free movement of 
such data. 

16 The Privacy and Electronic Communication (EC Directive) Regulations 2003 (SI 2003/2426) implement Directive 
2002/58/EC of the European Parliament and Council of 12 July 2002 

17 What Price Privacy? http://www.ico.gov.uk/about_us/news_and_views/current_topics/what_price_privacy.aspx 
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4.10 She also notes that government officials are involved in an ongoing dialogue with 
industry, Internet Service Providers and hardware and software designers to develop more 
secure services, many of whom already provide filtering services to customers; and also 
working with organisations such as “Get Safe Online” to raise awareness amongst users. 

4.11 Looking ahead, she notes that, although the Communication indicates that proposals 
will follow, it does not contain enough detail to see how these may impact on UK policy; 
instead, it is expected that these will emerge during the review of the EU Regulatory 
Framework and will be considered as part of that process; there is therefore nothing in this 
Communication that will impact on the present UK policy position. 

4.12 In the meantime, she says the Commission “will monitor implementation of the 
actions identified in this Communication and, in 2008, assess whether additional action is 
required. A proposed Council Resolution or Council Conclusion is expected during the 
first half of 2007”. 

Conclusion  

4.13 As noted above, neither of the Commission’s main proposals is new, having 
already appeared in the Review of the EU Regulatory Framework. When we considered 
that Communication on 11 October 2006, we noted that the Minister expressed 
concerns about a number of aspects of the Review — including security issues — and 
was proposing to ask the Commission “some searching questions”. We cleared the 
Communication — since any subsequent legislative proposals would be subject to 
separate scrutiny — but asked to know, in due course, what they were and what the 
Commission response was.18 

4.14 We are also content to clear this further Communication for the same reasons, but 
ask that the Minister write to us, now, to bring us up to date on developments with 
regard to issues dealt with in the EU Regulatory Framework Review. 

4.15 Any Council Resolution on the issues dealt with in this or the Communication on 
the EU Regulatory Framework Review would be submitted for scrutiny. If, however, it 
is decided to adopt a Council Conclusion instead, we would wish that to be deposited 
for scrutiny also before it is adopted by the Council. 

 
 

 
18 See headnote. 



European Scrutiny Committee, 6th Report, Session 2006–07    23 
 

 

 

5  Trade defence instruments 

(28165) 
16702/06 
COM(06) 763 

Commission Communication: Global Europe — Europe’s trade 
defence instruments in a changing global economy 

 
Legal base — 
Document originated 6 December 2006 
Deposited in Parliament 15 December 2006 
Department Trade and Industry 
Basis of consideration EM of 9 January 2007 
Previous Committee Report None, but see footnote 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

5.1 On 7 November 2006, we drew to the attention of the House a Commission 
Communication19 setting out the contribution which trade policy can make to stimulating 
growth. This document included a reference to trade defence mechanisms, which the 
Commission saw as helping to ensure that the benefits of openness are not undermined by 
unfair practices, and we noted that it intended to seek views on how to strengthen the 
Community’s position in this area, and then to produce a Green Paper. It has now done so 
in this latest Communication. 

The current document 

5.2 According to the Commission, the Community, like most other importing economies, 
operates a system of trade defence instruments — Anti-Dumping, Anti-Subsidy and 
Safeguard measures — which allow it to defend its producers against unfairly traded or 
subsidised imports and against potentially harmful shifts in trade flows. It also notes that 
the use of these instruments is based on rules derived from World Trade Organisation 
(WTO) agreements; that the principles on which they operate are a legitimate part of the 
multilateral system of free trade; that they are crucial to defending free trade and helping to 
manage the consequences of globalisation; and that their economic rationale derives 
essentially from the fact that the international economy has no mechanism for correcting 
anti-competitive practice similar to those which operate nationally. 

5.3 The Commission notes that the Community has gone further than any other WTO 
member in unilaterally building on WTO rules to tighten conditions for use and focus the 
impact of trade defence action in its own market, and in producing an open and balanced 

 
19 (27536) 7301/06: see HC 34–xlii (2005–06), para 14 (7 November 2006). 
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system of trade defence instruments. However, it says that, since the last major reform, 
there have been far-reaching changes in the global economy and in the structure of the 
Community economy, which have been an important bearing on its overall priorities, and 
that a review can therefore help to ensure that the Community’s trade defence instruments 
remain an effective response to unfair trading practices.  

5.4 The purpose of this Green Paper is to consider how the Community can continue to 
use these instruments to best effect in the European interest. It groups the issues concerned 
into the following six themes. 

The role of trade defence measures in a global economy 

5.5 The Commission notes that the Community currently initiates significantly more Anti-
Dumping investigations than Anti-Subsidy investigations. It suggests that one reason is 
that companies fear retaliation by the governments concerned, and that it might itself 
initiate more Anti-Subsidy cases. It also points out that the economic justification for trade 
defence instruments remains controversial, some economists arguing that these are needed 
in the absence of internationally agreed competition rules, whilst others believe that they 
cannot be economically justified from an overall perspective, and that they could 
potentially be misused by sectoral interests as a means of obtaining protection.  

Weighing different EU interests in trade defence investigations 

5.6 The Commission says that trade defence measures must serve the overall economic 
interest of the Community, including that of producers and workers, and that its rules 
must continue to address situations in which genuine comparative advantages are 
increased by unfair subsidies or other state induced distortions. It notes that structural 
changes have made it more complex to determine the Community’s economic interests, 
and that European companies are increasingly using production bases outside the 
Community whilst maintaining significant operations and employment in Europe. It 
highlights the need to consider whether the current rules take sufficient account of 
outsourced production, which might be negatively affected by trade defence measures, and 
says that it is vital to strike the right balance between free trade and fair trade  

5.7 This part of the paper also identifies four key issues relating to the Community interest 
— the extent to which the public interest test is too strongly weighted towards Community 
producers to the exclusion of other considerations, such as the consumer interest or 
development assistance; the case for more flexibility in “fine tuning” the measures taken; 
applying the Community interest test at an earlier stage in the investigation proceedings; 
the weight given to assessments of an industry’s viability. 

The launching and conduct of trade defence investigations 

5.8 The Commission says that a number of technical areas related to the launching and 
conduct of trade defence investigations have been identified where changes could further 
improve their proportionality, efficacy and fairness. These include earlier consultations 
with exporting third countries; the use of anti-subsidy instruments against individual 
companies in transition economies; increasing the number of producers which must 
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expressly support a complaint before an investigation is launched; the de-minimis 
thresholds for dumping, subsidy and injury; dumping margin calculations; the treatment 
of new exporters; the case for requiring restructuring plans where producers benefit from 
Anti-Dumping measures; and the involvement of SMEs.  

The form, timing and duration of trade defence measures 

5.9 The Commission says that a number of areas have been identified relating to the 
imposition, form, duration and expiry of trade defence measures which could be reviewed. 
These are the quicker adoption of provisional measures; the need for a greater choice of 
possible counter-measures and the possibility of phasing these in over time; applying 
measures for less than the current five year period; and higher injury thresholds for the 
renewal of measures. The Commission also points out that, where an expiry review is 
initiated, the measures in question remain in force, and it suggests that, if such a review 
eventually concludes that they should not be maintained, consideration could be given to 
re-paying any duties collected beyond the ‘normal’ five year period. Alternatively, expiry 
reviews could be concluded before the maximum lifetime of a measure ends.  

Transparency in trade defence investigations 

5.10 The Commission says that openness is vital to the credibility of trade defence 
instruments, and it addresses four aspects of transparency. These are the appointment of a 
hearing officer to ensure that parties in trade defence investigations can better exercise 
their right to be heard, and that their rights are respected; public hearings for decisions 
whether a country is awarded Market Economy Status; making the work of the advisory 
Anti-Dumping Committee more transparent; and better access to non-confidential files.  

Institutional process 

5.11 The Commission says that, whilst the use of trade defence instruments can be 
politically sensitive, their credibility depends on their being transparent, predictable and 
subject to stringent review, and based on the results of investigations. It points out that the 
current institutional structure divides responsibilities between the Commission and the 
Council with decisions being subject to review by the European Court of Justice, and to the 
Community’s WTO obligations. It suggests that this framework has worked well, but that 
some stakeholders are concerned that it sometimes allows decisions to be influenced by 
factors not directly linked to the facts of the investigation itself. 

The Government’s view 

5.12 In his Explanatory Memorandum of 9 January 2007, the Minister for Trade, 
Investment and Foreign Affairs at the Department of Trade and Industry (Mr Ian 
McCartney) says that the document is a consultation paper which has no immediate policy 
implications. He adds that the UK welcomes the opportunity to contribute to a review of 
these current instruments, and the possibility of introducing appropriate changes. 
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Conclusion 

5.13 As the Minister has pointed out, this is essentially a consultation document in 
which the Commission has identified a number of issues arising from the Community’s 
current application of its trade defence measures, and in which it has posed a large 
number of questions to interested parties. For that reason, we think it right to draw it 
to the attention of the House, but, as the document does not call for nor propose any 
specific course of action at this stage, we are clearing it. 

 
 
 

6  State aid 

(28166) 
16720/06 
COM(06) 761 

State aid scoreboard: Autumn 2006 update 

 
Legal base — 
Document originated 11 December 2006 
Deposited in Parliament 15 December 2006 
Department Trade and Industry 
Basis of consideration EM of 9 January 2007 
Previous Committee Report None, but see para 6.1 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

6.1 The Commission report twice yearly on state aid and state aid issues, the main aim of 
recent reports (“scoreboards”) having been to consider to what extent Member States have 
responded to the Lisbon Strategy, particularly the specific commitments agreed at the 
Stockholm European Council in 2001 to show a downward trend in the level of state aid 
relative to Gross Domestic Product (GDP) while redirecting aid from specific sectors to 
horizontal objectives. 

The current document 

6.2 This document provides an autumn 2006 update of the scoreboard, focussing on the 
State aid situation in the 25 Member States for the year 2005, and it is divided into the 
following four parts: 
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Progress towards the Lisbon Agenda 

6.3 The scoreboard reports that there is a clear move towards “better targeted aid”, and 
notes that, after the considerable fall in state aid at the end of the 1990’s, the underlying 
trend over the last six years has been stable rather than downward, but with moderately 
lower overall aid levels in the past two to three years. However, it says that most Member 
States seem to be shifting the emphasis from supporting individual companies or sectors 
towards tackling horizontal objectives. 

6.4 The total level of state aid granted by the 25 Member states was estimated at €64 billion 
in 2005. In absolute terms, Germany was granted the most aid (€20 billion), followed by 
France (€9.7 billion), Italy (€6.4 billion) and the United Kingdom (€4.5 billion). In sectoral 
terms; around €41 billion of aid was earmarked for the manufacturing and service sectors, 
€17 billion for agriculture and fisheries, €4.1 billion for coal and €1.5 billion for transport 
(excluding railways). 

6.5 In relative terms, state aid amounted to 0.6% of Community’s GDP in 2005, though 
this average masked significant disparities between Member States, with the proportion of 
total aid to GDP ranging from 0.4% or less in Belgium, Greece, Luxembourg, the 
Netherlands and the United Kingdom, to 1.4% or more in Cyprus, Hungary, Malta and 
Finland. The report adds that the high proportion in some of the new Member States is due 
largely to pre-accession measures, which are either being phased out under transitional 
arrangements or limited in time. 

6.6 The scoreboard reports that Member States have continued to redirect aid towards 
horizontal objectives, and that more than half of them are now awarding more than 90% of 
their aid to such objectives (excluding agriculture, fisheries and transport). The four main 
horizontal objectives were environment and energy saving (28% of total aid), regional 
economic development (19%), research and development (12%) and small and medium 
sized enterprises (10%). The remaining 16% was directed at specific sectors (mainly coal, 
services and manufacturing), including aid to rescue and restructure ailing firms. 

State Aid on Rescue and Restructuring  

6.7 The report notes that rescue and restructuring is potentially one of the most distorting 
forms of aid, but may in exceptional circumstances be justified by the countervailing 
benefits. It notes that that Member States granted the vast majority (almost 93%) of aid for 
rescue and restructuring aid on an individual (ad hoc) basis to ailing firms. For the period 
2000–2005, rescue and restructuring aid amounted to €24 billion for the 25 Member States, 
of which €15.5 billion was given in the EU-15.  

6.8 It also focuses on the latter, as data for the 10 new Members States are not fully 
comparable prior to accession in May 2004, and it points out that the majority of rescue 
and restructuring aid tends to be driven by a limited number of companies (such as British 
Energy in the UK), and by a limited number of Member States. Thus, more than 95% of 
the total rescue and restructuring aid is accounted for by five Member States (Germany 
56%, France 21%, Spain 8%, UK 7% and Italy 5%). Moreover, during the period 2000–
2005, more than half of the ad hoc rescue and restructuring decisions concerned unlawful 
aid (put into effect before approval by the Commission), with such aid being more 
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prevalent in instances of restructuring than of rescue (and in larger cases and the larger 
Member States). 

Recovery of Unlawful Aid 

6.9 The scoreboard reports that there were 80 pending recovery decisions as of 30 June 
2006, compared with 84 at the end of 2005, and that Germany accounts for the largest 
number of such cases (30%). It notes that recovery of incompatible State aid is a lengthy 
process, pointing out that, between 2000 and the first half of 2006, 114 recovery decisions 
have been adopted, but only 51 recovery cases closed. It also notes that the Commission 
announced under the State Aid Action Plan (SAAP) that it will seek to achieve a more 
effective and immediate execution of the recovery decisions, which will ensure equality of 
treatment of all beneficiaries. 

Modernised State Aid Policy through Legislative and Policy Developments 

6.10 Finally, the scoreboard reports on the progress made to modernize state aid control 
following an extensive consultation process. It notes that the Commission has begun to 
implement various aspects of the SAAP which set out in June 2005 the guiding principles 
for a comprehensive reform of state aid rules and procedures over the next five years, and 
that, since the last scoreboard was published in the spring, it has taken a number of steps. 
These include the adoption of Community guidelines on state aid to promote risk capital 
investments in small and medium-sized enterprises; a new block exemption regulation for 
regional investment aid; a new State Aid Framework for Research, Development and 
Innovation; a revised draft regulation reviewing de minimis aid, and the publication 
of a draft Regulation to extend at least by one year the block exemptions for aid 
relating to training, SMEs and employment, pending the preparation of a single 
block exemption regulation. The document also deals specifically with the transport 
sector, where it notes that, in its revision of the guidelines for state aid for 
environmental protection, the Commission will need to pay particular attention to 
the promotion of clean and energy-efficient transport.  

The Government’s view 

6.11 In his Explanatory Memorandum of 9 January 2007, the Minister for Trade, 
Investment and Foreign Affairs at the Department of Trade and Industry (Mr Ian 
McCartney) says that this document has no direct policy implications, adding that it is 
intended to increase transparency and to emphasize the need for Member States to 
continue their efforts to reduce the overall level of state aid and to redirect aid towards 
horizontal objectives of common interest. He also points out that the Commission is 
continuing to review its state aid guidelines, and to develop and modernise procedures, in 
order to evaluate and monitor the effectiveness of state aid schemes. 

Conclusion 

6.12 In clearing this document, we are — like previous scoreboards — drawing it to the 
attention of the House as a useful summary regarding state aid policy. 
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7  Safer use of the Internet 

(a) 
(27999) 
14933/06 
COM(06) 661 
 
(b) 
(28000) 
14937/06 
COM(06) 663 

 
Commission Communication: Implementation of the multi-annual 
Community Programme on promoting safer use of the Internet and 
new online technologies (Safer Internet plus) 
 
 
Commission Communication: Final evaluation of the 
implementation of the multi-annual Community action plan on 
promoting safer use of the Internet by combating illegal and 
harmful content on global networks 
 

 
Legal base — 
Documents originated 6 November 2006 
Deposited in Parliament 13 November 2006 
Department Trade and Industry  
Basis of consideration EM of 12 January 2007 
Previous Committee Report None 
To be discussed in Council To be determined  
Committee’s assessment Politically important 
Committee’s decision Cleared, but further information requested  

Background 

7.1 The Community has been involved since 1999 in programmes to promote safer use of 
the Internet and encourage, at European level, an environment favourable to the 
development of the Internet. 

7.2 The Commission’s “Safer Internet Plus” programme: 

• builds on the 1999–2002 “Safer Internet” programme by promoting self-help and 
self-regulatory mechanisms for combating illegal and harmful material on the 
Internet; 

• broadens the activity thus far to cover more types of online material (e.g. race and 
violence) and new technological challenges (broadband, 3G mobile phones); 

• increases cooperation between like-minded countries wishing to control spam, and 
between them and countries where spam enters global networks; and  

• encourages new Member States to adopt the same approach to achieving online 
safety.  

7.3 Over the period 2005–08, “Safer Internet Plus” will provide €45 million for: 
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• establishing hotlines for reporting illegal or harmful online material; 

• assessing the performance of filtering software; 

• developing website rating systems; 

• combating spam; 

• encouraging self-regulatory cooperation among industry and other stakeholders; 
and 

• promoting awareness among children, parents and educators. 

The Commission Communications 

7.4 The first Communication (document (a)) describes how Decision 854/2005/EC —
which created the Safer Internet plus Programme, and which requires an implementation 
report by mid-2006 at the latest — was established and the monies allocated by the 
programme until the end of 2008 (€45m in total). It describes the four main actions used to 
promote the safer use of the Internet and new online technologies for children, and to fight 
against unwanted and illegal content:  

• fighting against illegal content; 

• tackling unwanted and harmful content;  

• promoting a safer environment; and  

• raising awareness.  

7.5 The Communication describes how the Work Programme was devised: 59 proposals 
received, of which those finally selected included 16 hotlines (in 15 countries); 16 awareness 
nodes (bodies that organise the awareness activities within a Member State) across the EU, 
and thematic networks for User Empowerment, Self-Regulation and Media. 

7.6 In addition, the Commission established the Safer Internet Forum, to provide a focal 
point for discussion between Member States on specific Internet issues such as child safety 
and to encourage action on illegal, unwanted and harmful content. In 2005 the main topic 
was Child Safety and Mobile Phones; in 2006 it extended to children’s use of new media 
and blocking access to images of sexual abuse of children.  

7.7 The Communication also reports on the Safer Internet Days. In February 2005 the 
Commission hosted a day to launch a storytelling competition on safe use of Internet 
which attracted representatives from both the private and public sectors in 30 countries. In 
February 2006 a similar event was held attracting 100 organisations from 37 countries to 
discuss how the established hotlines and awareness nodes could be improved.  

7.8 The Communication notes the Commission intention to extend the geographical reach 
of the hotlines and awareness nodes and foster closer cooperation between stakeholders 
across the range of Safer Internet activities with the aim of helping European citizens to 
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access practical advice on using the Internet safely and raising awareness of the programme 
in general. It concludes that the success points have been:  

• the increasing number of reports of illegal content to hotlines;  

• the increasing prominence of awareness nodes; and  

• the well-attended Safer Internet Days. 

7.9 The second Communication concerns the evaluation of the Safer Internet Action Plan 
during its last two years (2003–4): originally from 1999 to 2002 with a budget of €25 
million but extended at the request of the Council and the European Parliament to the end 
of 2004 with an additional budget of €13.3 million.  

7.10  The extended programme was implemented through three action lines:  

• creating a safer environment through establishing a network of hotlines where end-
users can report illegal content and also by encouraging self-regulation and codes 
of conduct;  

• developing filter and rating systems; and  

• encouraging awareness actions.  

7.11  During the extended period the programme was extended to cover new on-line 
technologies such as mobile and broadband content, online games and peer-to-peer file 
transfer. 

7.12 The mechanism for implementing this programme was the co-funding of 52 projects 
involving 105 organisations from 22 Member States: the establishment of 22 hotlines; 25 
awareness nodes: 1 for research for media education; 1 for a quality labelling scheme (a 
self-regulatory scheme for tackling spam); and 1 for rating online games.  

7.13 Evaluation of the programme was done between February and May 2006 by a panel of 
3 independent experts supported by a team of professional evaluators. It looked at the 
relevance of the programme objectives, priorities and means of implementation, the 
effectiveness and impact of the programme, its cost effectiveness, its utility and 
sustainability and lessons learnt. The findings are as follows: 

• the programme has been successfully implemented, and that the management and 
attribution of grants was transparent and efficient;  

• the programme was seen by all stakeholders as relevant and effective and showed 
that Europe was offering global leadership; 

• the hotlines’ launch was seen as the main achievement; with evidence that the 
majority were offering a relevant and effective service;  

• the development of awareness nodes was successful and also seen by stakeholders 
as being crucially needed; and  

• filtering technologies were seen by stakeholders as an area of growing importance.  
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7.14 The evaluation also concluded that in nearly all areas of the programme there was 
more that could have been done. In particular the Communication notes that awareness of 
hotlines and awareness nodes was found to be low and that poor progress was made in 
developing filtering technologies and rating systems.  

7.15 Finally the Communication lists seven Recommendations:  

• increase the visibility and awareness of the hotlines; 

• improve coordination between hotlines and national authorities;   

• awareness raising should be targeted more intelligently; 

• programmes should involve children in identifying problems and designing 
solutions; 

• end-user awareness of options for filtering harmful content should be increased;  

• industry self-regulatory solutions (e.g. on such issues as content labelling and age 
verification) should be encouraged at European level; and  

• future technological developments, and in particular converged services, should be 
analysed in terms of their implications for the safety of children.  

7.16  The Commission says that it will take note of the evaluation findings in designing and 
developing future programmes. The Commission also invites the Council and European 
Parliament to support them in their endeavours to promote the visibility of the Safer 
Internet Programme and to examine future activities in light of new technologies.  

 The Government’s view 

7.17 In her 12 January 2007 Explanatory Memorandum, the Minister of State for Industry 
and the Regions (Margaret Hodge) says that she is supportive of the overall objectives of 
the Safer Internet Programmes initiated by the Commission. The protection of children 
and minors while online remains a key Government objective, going as far back as 
supporting the creation of the Internet Watch Foundation (IWF) in 1996, which she says 
influenced European thinking on the issue of a Safer Internet and in turn led to the launch 
of the original Safer Internet Programme in 1999. She continues as follows: 

“The IWF was essentially the first ‘hotline’ in the EU allowing the reporting of child 
abuse images and continues to be influential and helpful in the creation of others 
around the world. Since 1997 the IWF has been influential in overseeing a reduction 
in child abuse images hosted in the UK as a percentage of global content from 18% in 
1997 to 0.4% in 2006.  

“The Government is also supportive of the co-regulatory approach encouraged by 
the Commission through these Programmes. Tackling such serious and complex 
issues as child abuse images and harmful content necessitates close working between 
all the various stakeholders rather than simply through legislation. This has been 
especially apparent through the voluntary arrangements that Internet Service 
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Providers have entered into to block sites identified by the IWF as hosting child 
abuse images.  

“The Government therefore welcomes the continuing work of the Commission in 
overseeing the Safer Internet Programmes reported on by these Communications. 
From the analysis of the implementation of the Safer Internet Plus Programme it 
would seem that the establishment of hotlines and awareness nodes continues to 
spread across the EU to the benefit of all concerned. The fact that the hotlines are 
receiving a growing number of reports of illegal content (over 534 000 in 2005) 
suggests a continuing need.  

“However, we are concerned that awareness of such nodes and hotlines has been 
inadequate and that there has been insufficient involvement of children in the 
programmes. The Communications indicate to an extent that too much attention 
has probably been paid in Member States to the creation of mechanisms for 
reporting rather than on education and awareness of the actual problem. As a result 
we will endeavour to make sure that the continuing programme addresses awareness 
and educational issues”.  

Conclusion  

7.18 Of the €45 million budget, €24.95 million has been allocated to the period 2007–
2008. Although the Commission says nothing about it, we presume that the 
programme will be subject to a final evaluation. As the Minister notes, the challenge 
now is to ensure that the programme addresses awareness and educational issues. 
Given the level of public concern about the dangers, as well as the opportunities, posed 
for children by the Internet, we are reluctant to wait until sometime in 2009 for a 
further report. We should therefore be grateful if the Minister would write again in a 
year’s time with her assessment of the extent to which the sort of rebalancing that she, 
and we, would wish to see has been achieved. 

7.19 We now clear the documents.  
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8  Common Foreign and Security Policy: Aceh 
Monitoring Mission 

(27766) 
12165/06 
— 
 
(27767) 
12166/06 
— 

Council Joint Action amending and extending Joint Action 
2005/643/CFSP on the European Union Monitoring Mission in Aceh 
(Indonesia) (Aceh Monitoring Mission — AMM). 
 
Council Decision concerning the extension of the Agreement in the 
form of an Exchange of Letters between the European Union and the 
Government of Indonesia on the tasks, status, privileges and 
immunities of the European Union Monitoring Mission in Aceh 
(Indonesia) (Aceh Monitoring Mission — AMM) and its personnel. 

 
Legal base Articles 14 & 24 TEU; unanimity 
Deposited in Parliament 4 September 2006 
Department Foreign and Commonwealth Office  
Basis of consideration Minister’s letter of 8 January 2007  
Previous Committee Report HC 34–xxxvii (2005–06), para 53 (11 October 2006); 

also see HC 34–xxxiv (2005–06), para 11 (5 July 2006)
Discussed in Council September General Affairs and External Relations 

Council  
Committee’s assessment Politically important  
Committee’s decision Cleared (reported to the House on 11 October 2006) 

Background 

8.1 On 9 September 2005 the Council adopted a Joint Action establishing the Aceh 
Monitoring Mission (AMM) which became operational on 15 September 2005. At the 
request of the Government of Indonesia (GoI), and with the support of the Free Aceh 
Movement (GAM), the mission was to monitor implementation of a peace accord between 
the two parties. This accord had come about after 30 years of conflict, and in the aftermath 
of the devastation caused by the December 2005 east Asian Tsunami. 

8.2 On 7 June 2006, the AMM was extended from 15 June to 15 September, to allow a 
continued monitoring presence in Aceh until local elections, then expected to take place by 
September. The total size of the AMM was reduced from around 200 to 88 EU and ASEAN 
country monitors, reflecting the fact that some of the mission’s tasks had already been 
completed. Then, on 7 August, the Minister alerted the Committee to the Indonesian 
request for a further extension. In his 4 September Explanatory Memorandum he 
explained that:  

— before the local elections could be organised, the Indonesian parliament (as 
mandated by the peace agreement) needed to pass legislation covering certain terms 
of the peace agreement; 
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— due to the length of time which was taken first over consultation on the draft, and 
then by debate in the relevant parliamentary committee, the legislation was not 
passed until 11 July; 

— following this, there was further consultation, including over the local regulations 
which will determine the detail of how the legislation is implemented; 

— this meant that it would not be possible to hold the local elections in September; 
and 

— the local elections had now been fixed to take place on 11 December.  

As a consequence, the Indonesian government requested a further extension to the AMM, 
until 15 December, to continue to support stability in the province and to facilitate contacts 
between the government and GAM in the pre-election period, which was supported by 
GAM. He further explained that the extended AMM would operate in parallel with an EU 
election observer mission (EOM), and focus on resolving any tensions which arise in the 
run-up to the elections — something which the EU EOM would not have a mandate to do. 
Additionally, he said that the mission would be further slimmed down, leaving a small 
team in the headquarters in Banda Aceh, and two district offices covered by mobile 
monitoring teams; that ASEAN countries plan to continue seconding personnel; and that 
the mission would then draw down until 28 February. 

8.3 The only concern that we had had was that this mission — the first of its kind, being in 
Asia and with Asian partners — would find itself becoming open-ended, and at a time 
when the CFSP budget was under strain. It being now clearly time-limited, we agreed with 
the Government’s position and cleared the documents.  

8.4 In so doing, we also asked the Minister to write, once the mission was concluded, with 
his assessment of the outcome of the political process and the mission’s contribution 
thereto, given the general interest in the House in Common Foreign and Security Policy 
and the novel nature of the mission. 

The Minister’s letter  

8.5 This information is contained in a letter of 8 January 2007 from the Minister for 
Europe (Mr Geoffrey Hoon) at the Foreign and Commonwealth Office, as follows:  

Peace process 

“The Helsinki Peace Agreement, signed in August 2005, brought an end to over 
thirty years of armed conflict. Implementing the agreement has required significant 
political commitment on both sides to deliver on often challenging commitments. 

“The credibility of the local elections (described by the EU election observers as 
“competitive, transparent and well-administered”) is the most obvious sign of the 
progress which has been made. This reflects the fact that throughout the last 18 
months, all the parties to the peace agreement have shown considerable will to 
overcome practical and political difficulties and move the peace process forward.  
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“The first step in implementing the peace process was withdrawal of non-indigenous 
government forces, with parallel decommissioning of Free Aceh Movement‘s (GAM) 
weapons. This was completed by the agreed deadline of 31 December 2005. Another 
key government achievement was the passage of the Law on the Government of 
Aceh, taking forward the undertaking in the peace agreement to give Aceh authority 
over most of its public affairs. The government has fulfilled its undertaking to 
provide amnesty to GAM prisoners, and provide reintegration funding to GAM 
former combatants. It has undertaken to pass a law in 2007 to allow regional political 
parties (currently only parties with a national support based are allowed to contest 
elections). GAM has said it will complete its transformation into a political party 
within 6 months of this law being passed. Throughout the process, disputes which 
arose were resolved through dialogue, facilitated by the AMM.  

Contribution of AMM 

“As anticipated, the AMM formally ended its mandate on 15 December. The AMM 
played an important role supporting the peace process. It facilitated regular meetings 
from regional to sub-district level between the security forces and GAM 
representatives, which contributed toward building trust between the two sides and 
in some cases helped to resolve contentious issues. In the handful of more serious 
incidents where the AMM had to conduct an investigation, both sides were prepared 
to accept, in large part, the AMM findings. Initial suspicions in the Indonesian 
parliament and press about the role of the AMM were largely allayed and the AMM 
was praised for its transparency by Indonesian stakeholders and outside analysts. 

“This was the first European Security and Defence Policy (ESDP) mission to monitor 
a peace agreement, the first in Asia and the first with the participation of countries 
from another organisation, the Association of South East Asian Nations (ASEAN). It 
is potentially a model for future ESDP engagement in the region.  

“During our Presidency of the EU, the UK played an important role in securing an 
early and positive EU response to the Government of Indonesia’s invitation to 
establish the AMM and taking forward discussions on the status of the Mission at 
extremely short notice. UK support was also vital to the rapid and credible 
deployment of the AMM so that it could have an interim presence on the ground as 
soon as the peace agreement was signed. This presence was an important factor in 
maintaining confidence on the ground and ensuring that implementation of the 
peace agreement started well. UK officials seconded from the FCO and British 
Embassy Jakarta played a crucial role in supporting the Head of Mission’s office and 
the Mission press and communications team. 

Risks 

“The new governor, Irwandi Yusuf, will need to build good relations with the central 
government and win the confidence of those who still do not fully trust the process. 
He will also need to respond credibly to Aceh’s other needs, including long-term 
reintegration and reconstruction. Although he has little practical political experience, 
he played an important role in the peace negotiations, and since the peace agreement 
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has been GAM representative on the joint committee (government, GAM and 
AMM) taking forward implementation of the peace process. This has given him 
experience of negotiating with Jakarta. The AMM found him pragmatic and 
constructive.  

“It will be important for the parties to maintain direct dialogue now that the AMM is 
no longer facilitating contact, not least on the implementation of the Law on Aceh 
Administration (outstanding areas of dispute include the division of powers between 
central and local government and the share of oil and gas revenues reverting to 
Aceh). Although the peace process has been very successful so far, the legacy of 
mistrust between Acehnese and central government, built up over decades of 
conflict, will take time to resolve.  

“We, and other key international players including the EU, will stay engaged on 
Aceh through our Embassy in Jakarta, to monitor continued progress in 
implementation of the peace agreement, and post-conflict reconstruction and 
peacebuilding”. 

Conclusion  

8.6 As the Minister demonstrates, the AMM has made a significant contribution to 
what has been a considerable success thus far (and the UK to the AMM). It is all the 
more to its credit that this has been done in very challenging circumstances and via a 
novel format, with Member States operating well beyond Europe and in conjunction 
with new partners who were themselves unfamiliar with such operations. As the 
Minister points out, the AMM could well therefore be the model for any such future 
requirement.  

8.7 We are accordingly grateful to the Minister for this thorough and comprehensive 
assessment, which we are reporting in detail to the House.  
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9  Stability and Growth Pact 

(a) 
(27377) 
7384/06 
— 
 
(b) 
(28003) 
13074/06 
— 

 
Council Opinion on the updated convergence programme of the 
United Kingdom 
 
 
 
Commission Communication: Assessment of the action taken by the 
United Kingdom in response to the Council Recommendation of 24 
January 2006 with a view to bringing an end to the situation of an 
excessive government deficit: Application of Article 104(7) of the 
Treaty 

 
Legal base (a) Articles 99(4) and 104 EC; — ; QMV 

(b) Article 104(7) EC; —; QMV 
Document originated (b) 20 September 2006 
Deposited in Parliament (b) 13 November 2006 
Department HM Treasury 
Basis of consideration (a) Minister’s letter of 29 November 2006 

(b) EM of 1 December 2006 
Previous Committee Report (a) HC 34–xxv (2005–06), para 6 (19 April 2006) and 

HC 34–xxxiv (2005–06), para 4 (5 July 2006)  
(b) None 

Discussed in Council (a) Adopted by ECOFIN Council 14 March 2006  
(b) 10 October 2006 

Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

9.1 The Stability and Growth Pact adopted by the Amsterdam European Council in June 
1997 emphasised the obligation of Member States to avoid excessive government deficits, 
defined as the ratio of a planned or actual deficit to gross domestic product (GDP) at 
market prices in excess of a “reference value” of 3%.20 Under the Pact’s arrangements for
multilateral surveillance of budget positions and the co-ordination of economic policies the 
Council of Economic and Finance Ministers (ECOFIN) issues an Opinion each year on the 
stability or convergence programme of each Member State.21 These Opinions, which are 
not binding on Member States, are based on a recommendation from the Commission. 
The economic content of the programmes is assessed with reference to the Commission’s 

 
20 This obligation does not apply to Member States, including the UK, whilst they remain outside the eurozone, but 

they are required to endeavour to avoid excessive deficits. 

21 The 13 Member States that have adopted the euro have Stability Programmes, whereas the other 14 Member States 
(including the UK) produce Convergence Programmes. 
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current economic forecasts. If a Member State’s programme is found wanting, it may be 
invited by ECOFIN, in a Recommendation, to make adjustments to its economic policies, 
though such Recommendations are likewise not binding on Member States. 

9.2 In the first half of 2006 we considered the Council’s Opinions on the stability or 
convergence programmes of all Member States, which were assessed in relation to the 
Commission’s Autumn 2005 economic forecasts. We cleared the other documents. But in 
relation to Opinion on the UK’s programme, which suggested dissatisfaction about data 
provided by the Government, we asked to hear about: 

• the significance of the omissions in the data, particularly compulsory data, 
presented;  

• the reasons for some data being aggregated differently from the harmonised 
measure; 

• the reason for presenting UMTS22 licence income in a way contrary to the Eurostat 
view of how it should be shown; and 

• which data gaps the Government had been able to agree to fill and which not.23  

9.3 In July 2006 we reported a response from the Government that addressed directly only 
the point related to UMTS licences. So we reiterated our request to hear about the other 
three points, noting that only with this information could we consider what to make of the 
implied dissatisfaction with the presentation of the UK programme in the Council Opinion 
— an Opinion with which the Government had told us it agreed.24 

9.4 The Growth and Stability Pact also endorsed action in cases of an excessive government 
deficit — the excessive deficit procedure provided for in Article 104 EC and the relevant 
Protocol. This procedure consists of Commission reports followed by a stepped series of 
Council Recommendations (the final two steps do not apply to non-members of the 
eurozone). Failure to comply with the final stage of Recommendations allows ECOFIN to 
require publication of additional information by the Member State concerned before 
issuing bonds and securities, to invite the European Investment Bank to reconsider its 
lending policy for the Member State concerned, to require a non-interest-bearing deposit 
from the Member State concerned whilst its deficit remains uncorrected, or to impose 
appropriate fines on the Member State concerned. 

9.5 In January 2006 ECOFIN adopted a Decision under Article 104(6) EC that an excessive 
deficit existed in the UK and a Recommendation under Article 104(7) EC that the excess 
over the reference value be corrected in a credible and sustainable manner by 2006–07 
with, to this end, an improvement in the cyclically-adjusted deficit of 0.5% of GDP between 
2005–06 and 2006–07. The Council established a deadline of 24 July 2006 for the 
Government to take effective action to this end. The Council also asked the Government to 

 
22 Universal mobile technology systems for delivering broadband information through third generation (G3) mobile 

communications technology. 

23 (27280) 6323/06 (27281) 6324/06 (26282) 6325/06 (27283) 6326/06 (27284) 6327/06 (27285) 6328/06: see HC 34–xxii 
(2005–06), para 13 (15 March 2006), (27224) 5612/06 (27225) 5613/06 (27226) 5614/06 (27227) 5615/06 (27228) 
5616/06 (27229) 5617/07: see HC 34–xxiii, para 23 (29 March 2006) and headnote. 

24 See headnote. 
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ensure that, after the excessive deficit had been corrected, budgetary consolidation would 
be sustained towards a medium-term budgetary objective which would provide a safety 
margin with respect to the 3% of GDP deficit limit and maintain prudent debt ratios, 
taking into account the economic and budgetary impact of ageing populations, but 
allowing room for budgetary manoeuvre, in particular considering the need for public 
investment.25 

 The Minister’s letter 

9.6 The Economic Secretary to the Treasury (Ed Balls) writes belatedly in response to our 
repeated request on points related to document (a), the UK’s convergence programme. 
First, the Minister calls our attention again to the Guidelines on the format and content of 
Stability and Convergence Programmes, commonly referred to as the Code of Conduct, 
noting that the document is to be considered as “a code of good practice”, that it 
acknowledges that “the programmes are the responsibility of national authorities and that 
possibilities and practices differ across countries” and that the Government is committed 
to complying as far as practicable with the code. He says the Government does “not regard 
the omissions in the data presented in the UK’s Convergence Programme, compared to the 
specifications outlined in the Code of Conduct, as significant”. 

9.7 The Minister explains again that the content of the UK’s Convergence Programme is 
sourced from the Pre-Budget Report (PBR) and elaborates that: 

•  the PBR gives an up-to-date assessment of the economic and fiscal outlook, and 
outlines, so far as reasonably practicable, any significant policy proposals under 
consideration for introduction in the Budget; 

• the Government’s Code for Fiscal Stability requires the PBR to include the key 
assumptions underlying the fiscal and economic projections and information on 
the outlook for key fiscal and economic aggregates; 

• these projections incorporate as far as reasonably practicable, all Government 
decisions and all other circumstances that may have a material impact on the 
economic and fiscal outlook; 

• the UK convergence programme therefore allows a full analysis of the UK 
economy, the UK public finances and the Government’s policy position; and so 

• the Government has followed the “good practice” of the Code of Conduct by 
providing data, which in many cases closely matches that requested, but is more 
relevant to the UK context. 

9.8 In relation to different aggregation of data the Minister says that:  

• the harmonised Eurostat measures of total receipts and expenditure differ from 
those produced using the UK’s methods; 

 
25 (27236) 5366/06 (27237) 5367/06: see HC 34–xxiii (2005–06), para 24 (29 March 2006). 
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• both the UK and Eurostat classifications are compatible with the European System 
of Accounts (ESA95); 

• differing figures for total expenditure/receipts are due to differences in the 
aggregation of ESA95 components; but 

• both methods produce the same figure for the treaty deficit (i.e. general 
government net borrowing), the key fiscal aggregate for the excessive deficits 
procedure. 

9.9 As for data gaps filled by the Government the Minister says that these result from 
bilateral technical discussions to clarify, for example, methodological issues or different 
national presentation of data and that no new forecasts or data that could not be derived 
from the PBR are provided. 

The new document 

9.10 The Commission Communication, document (b), reports its assessment of the 
Government’s response to the January 2006 Recommendation under Article 104(7) EC 
that the excess deficit over the reference value be corrected. The assessment is based on the 
Commission services’ spring 2006 forecasts, complemented by macroeconomic and 
budgetary information made available after the forecasts’ cut off date, in particular 
outturns for GDP growth for the first two quarters of 2006 and an update of the public 
finances data for the early months of 2006/07. 

9.11 The assessment concludes 

“Overall […] the Commission considers that no further steps in the excessive deficit 
procedure are needed at present for the United Kingdom. However, the Commission 
highlights the uncertainties in assessing current fiscal trends, meaning that there is a 
possibility that the fiscal outlook may fail to improve sufficiently on unchanged 
policies, which calls for surveillance on short-term budgetary developments. 

“Over the medium term, the fiscal consolidation projected by the UK authorities 
depends on achieving a significant moderation in expenditure growth. In this respect 
the medium-term expenditure plans due to be announced in the 2007 Budget and 
the subsequent Comprehensive Spending Review, covering the three financial years 
starting in 2008/09, will be particularly important.” 

9.12 On 10 October 2006 ECOFIN endorsed the Commission’s view commenting that: 

“In view of the uncertainties, fiscal policies should be implemented to deliver safety 
margins against the reference value in the current financial year, and to ensure that 
budgetary consolidation is sustained in the years ahead towards a medium-term 
budgetary objective…” 

The Government’s view 

9.13 In relation to the Commission’s Communication the Minister reminds us that: 
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• the Government believes in a prudent interpretation of the Stability and Growth 
Pact which takes into account the economic cycle, the long-term sustainability of 
public finances and the role of public investment; and 

• the UK is required by Article 116(4) EC to “endeavour to avoid excessive 
government deficits”, but the coercive requirements of Article 104 EC do not apply 
to the UK.  

9.14 The Minister then says: 

“The public finance projections set out in Budget 2006 show the Government is 
meeting its fiscal rules over the cycle, that the public finances are sustainable and that 
the increases in public investment are affordable. The projections are fully consistent 
with a prudent interpretation of the Pact. 

“UK public finances are set to continue improving, with UK deficit (on Treaty 
definition) forecast to stand at 3.0% in 2006/07, 2.4% in 2007/08 and 1.6% in 
2010/11. The UK continues to meet the EU Treaty reference value for general 
government gross debt (60 per cent of GDP) by a considerable margin. Budget 2006 
projects that government debt (on a Maastricht basis) in 2006/07 will be 43.9%. 

“The Government welcomes the Commission’s assessment that no further steps in 
the excessive deficit procedure are needed at present.” 

Conclusion 

9.15 We note the further comments the Minister makes now (and which we would have 
liked to have seen much more promptly) in relation to the apparent dissatisfaction with 
the Government’s data expressed in the Council Opinion, document (a), particularly 
the statement that the Government does not regard the omissions in the data it 
presented as significant. We now clear the document. 

9.16  As for the Commission’s Communication, document (b), we note both the 
decision that no further steps are necessary in the excessive deficit procedure and the 
cautionary words about uncertainties as to current trends. We clear the document.  
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10  Management of the EU’s southern maritime borders 

(28109) 
16126/06 
COM(06) 733 

Commission Communication on reinforcing the management of 
the European Union’s southern maritime borders 

 
Legal base — 
Document originated 30 November 2006  
Deposited in Parliament 5 December 2006 
Department Home Office 
Basis of consideration EM of 10 January 2007  
Previous Committee Report None; but see (28108) 16106/06: HC 41–v (2006–07), 

para 14 (10 January 2007) 
Discussed in the European Council 14–15 December 2006  
Committee’s assessment Politicallly important 
Committee’s decision Cleared 

Background 

10.1 The European Agency for the management of operational cooperation at the EU’s 
external borders (FRONTEX) was created by a Council Regulation of 2004.26 In addition to 
coordinating operational cooperation between Member States, FRONTEX helps Member 
States train their border guards, conducts risk analyses, commissions research relevant to 
its functions and helps Member States organise joint operations for the return of illegal 
immigrants to their countries of origin. 2006 was the Agency’s first full year of operation. 
Its headquarters are in Warsaw and its budget for 2007 is about €34 million. 

10.2 In 2005, the European Council adopted a document called “Global Approach to 
Migration: priority actions focussing on Africa and the Mediterranean”.27 Last week, we 
considered a progress report by the Commission on the implementation of the Global 
Approach in 2006.28 

The document 

10.3 In the first section of this Communication on the management of the EU’s southern 
maritime borders, the Commission refers to the unprecedented number of people who 
have tried over the last two years to gain illegal entry to the southern Member States 
bordering the Mediterranean and Atlantic. For example, over 17,000 illegal immigrants 
arrived in the Canary Islands in the first seven months of 2006, 5000 more than in the 
whole of 2005. The Commission calls for immediate and decisive action to counter illegal 

 
26 OJ No. L 349, 25.11.04, p.1. 

27 European Council 15–16 December 2005, Presidency Conclusions, paragraph 10 and Annex I. 

28 (28108) 16106/06: see HC 41–v (2006–07), para 14 (10 January 2007). 
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migration by sea; to identify and look after genuine asylum seekers travelling with illegal 
migrants; and to reduce the number of people lost at sea on the journey from Africa to the 
southern Member States. 

10.4 The Commission calls for: 

• cooperation with third countries in Africa and the Mediterranean (as set out by the 
European Council in its statement of the Global Approach); and 

• stronger operational cooperation between Member States, FRONTEX, other EC 
agencies and international organisations such as the UNHCR. 

The Communication makes proposals for the latter under four headings: 

(i) Maximising the capacity of FRONTEX 

10.5 The Commission’s proposals under this heading include action: 

• to strengthen Member States’ capacity to deal with the arrival at their borders of 
large numbers of illegal immigrants by early adoption of the draft Regulation on 
Rapid Border Intervention Teams;29 

• to give FRONTEX access to the information collected by the Immigration Liaison 
Officers’ network and allow the Agency to attend ILO meetings; 

• to implement at once the power in Article 7 of the FRONTEX Regulation for the 
Agency to set up and keep records of technical equipment for control and 
surveillance which Member States are willing to make available for temporary use, 
on request, by other Member States; 

• to establish between the Agency, Member States and others facilities for real time 
coordination of joint operations;  

• to reach technical cooperation agreements between FRONTEX and bodies such as 
the European Maritime Safety Agency, the European Satellite Agency and the 
European Defence Agency; 

• to negotiate Memoranda of Understanding with the UNHCR and the International 
Organisation for Migration about the exchange of information, the allocation of 
tasks and cooperation; and 

• to examine the feasibility of continuous control and surveillance operations at the 
southern maritime borders from spring until late autumn. 

(ii) New tools for the next generation of integrated border management 

10.6 Under this heading the Commission outlines possibilities for action in the medium- 
and longer-term. They include: 

 
29 (27721) 11880/06: see HC 34–xxxvii (2005–06), para 22 (11 October 2006). 
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• The creation of a Coastal Patrol Network for the southern maritime borders. It 
would be run by the Member States and FRONTEX with the aim of pooling assets 
and expertise, coordinating patrols and exchanging intelligence.  

• The creation of a European Surveillance System for Borders (EUROSUR). Initially, 
it would link the existing national surveillance systems; later it might replace them, 
providing radar and satellite surveillance for the whole of Europe. 

• The establishment of teams of experts, made available voluntarily by Member 
States and deployable at short notice, to help ensure that a Member State facing a 
large mixed influx of asylum seekers and illegal migrants is able to deal properly 
with those in need of international protection and to safeguard the public health of 
the immigrants and the host country. Consideration should also be given to the 
possibility of “a structured contribution by UNHCR to the activities and operations 
implemented under the coordination of FRONTEX”.30 

(iii) The operational implementation of the international law of the sea 

10.7 The Commission says that it is conducting a study of the international law of the sea. 
Among the issues it has already identified are: 

• the importance of Member States and African countries ratifying the Palermo 
Protocol against the smuggling of migrants by land, sea and air; 

• the desirability of clarifying the law on, and procedure for, the interception of 
vessels suspected of carrying illegal immigrants; 

• the need for clarity about how to determine the port at which migrants should be 
disembarked following rescue at sea or interception; and 

• the need for advice on the application of the principle of non-refoulment in cases 
where vessels have been intercepted.31  

10.8 The Commission also suggests that practical guidelines might be produced, in 
consultation with the International Maritime Organization and the UNHCR, on ways to 
ensure the fulfilment of Member States’ obligations under international law when 
conducting search and rescue operations. 

(iv) Maximising the use of EC financial means 

10.9 The Commission refers to the availability of money from the EC to support action to 
deal with illegal immigration and applicants for asylum. The sources of finance include the 
budget for FRONTEX; the External Borders Fund; the European Refugee Fund; and the 7th 
R&D Framework Programme. 

 
30 Commission Communication, page 10, paragraph 30. 

31 “Non-refoulment” means the prohibition of expulsion or return to a country where the life or freedom of the 
individual would be threatened. 
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The Government’s view 

10.10 The Parliamentary Under-Secretary of State at the Home Office (Joan Ryan) tells us 
that the Government welcomes the wide range of ideas outlined in the Commission’s 
Communication and recognises the importance of the EC as a whole in helping the 
southern Member States cope with the increase in illegal migration.  

10.11 In particular, she says that the proposals to maximise the capacity of FRONTEX are 
important. The Government has given the Agency financial support and will continue to 
second staff to it and take part in joint operations. 

10.12 The Minister notes that the European Council was able to take account of the 
Communication when it discussed migration last month. 

The December 2006 European Council 

10.13 The Conclusions of the meeting of the European Council on 14–15 December 
endorse some of the ideas proposed in the Communication, such as strengthening the 
capacity of FRONTEX and reinforcing its links with the Immigration Liaison Officers 
network; examining the case for creating EUROSUR; setting up a permanent Coastal 
Patrol Network at the southern maritime borders; and early adoption of the draft 
Regulation on Rapid Border Intervention Teams.32 

Conclusion 

10.14 We regard the Commission’s Communication as a constructive contribution to 
the search for ways to help deal with the difficulties caused by the large increase in 
illegal migration by sea to the Member States with borders on the Mediterranean and 
the Atlantic. We believe that closer cooperation between Member States and improved 
management of the flow of migrants is necessary not only for the effective prevention 
of illegal entry to the European Union but also for humanitarian reasons. 

10.15  The Commission’s proposals for action in the short term to strengthen 
FRONTEX and to improve operational cooperation appear to be practical and to show 
proper respect for the responsibilities of Member States for the control of their borders. 
It would, however, be premature for us to offer an opinion on the suggestions for 
longer-term initiatives, such as those which may emerge from the study of the law of 
the sea, since they are at an early stage and the Commission will be doing further work 
on them. 

10.16 In our view, the document is of political importance and so we draw it to the 
attention of the House. We see no need, however, to keep it under scrutiny.  

 
 
 

 
32 European Council 14–15 December 2006, Presidency Conclusions, paragraph 25 (c). 
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11  Cooperation with third countries on Justice and 
Home Affairs 

(a) 
(28095) 
15363/06 
SEC(O6)1498 
  
(b) 
(28232) 
15001/06 
— 

 
Commission staff working document: Progress report on the 
implementation of the strategy for the External Dimension of JHA : 
Global Freedom, Security and Justice 
 
 
Report on the implementation of the Strategy for the External 
Dimension of JHA: Global Freedom, Security and Justice for the year 
2006 

 
Legal base — 
Document originated (a) 16 November 2006 
Deposited in Parliament (a) 1 December 2006 

(b) 11 January 2007 
Department Home Office 
Basis of consideration EM of 12 January 2007 
Previous Committee Report None; but see 14366/3/05 (27077) HC 34–xiii (2005–

06), para 17 (14 December 2005) 
To be discussed in Council No date set 
Committee’s assessment Legally and politically important 
Committee’s decision Both documents cleared 

Background 

11.1 In November 2004 the European Council adopted a five-year programme (known as 
the “Hague Programme”) for the purposes of strengthening freedom, security and justice 
in the European Union. Subsequently an Action Plan was adopted to give effect to the 
Hague Programme.33 In June 2005 the European Council called for the adoption by the 
Council of a strategy on the “external dimension of the area of freedom, security and 
justice” (i.e. relations with third countries and international organisations on these 
matters). 

11.2 We considered the UK Presidency’s draft strategy on 14 December 2005. We 
welcomed its pragmatic approach, in particular, its emphasis on practical cooperation with 
third countries. We noted that the strategy was based on a number of principles, including 
partnership with third countries, the use by the EU of its relationship with third countries 
as an incentive for them to adopt and observe international standards and obligations on 
justice and home affairs (JHA) matters, the fixing of priorities for engagement with third 
countries being informed by internal and external policies of the EU and the coordination 
of activities by Member States and the Commission so as to avoid duplication in their 

 
33 (26566) 8922/05: see HC 34–iv (2005–06), para 22 ( 20 July 2005). 
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assistance programmes. The strategy also emphasised the need for monitoring and 
evaluation of all EU action. 

11.3 The means which the EU might use to achieve its JHA objectives in relations with 
third countries were described in the strategy as including working with international 
organisations such as the UN and Council of Europe, and with regional groupings such as 
the African Union and Euromed, ensuring that political engagements with third countries 
seeking closer partnership with the EU cover the full range of JHA issues and improving 
operational cooperation with third countries through Europol, Eurojust , FRONTEX34 and 
other bodies. In the short term, the strategy calls for “action oriented papers” (AOPs) on 
particular themes, such as cooperation with North Africa on counter-terrorism, 
cooperation with the countries of the Western Balkans and other near neighbours in 
relation to organised crime, corruption, illegal immigration and counter-terrorism, 
support for countering drug production in Afghanistan, increasing cooperation on 
migration with African countries of origin and transit and working with Russia to 
implement the Common Space of freedom, security and justice. 

The documents 

11.4 The documents consist of a Commission staff working paper (document (a)) and a 
report from the Council Secretariat to the Council (document (b)) both reporting on the 
implementation of the strategy in the course of 2006. 

11.5 The Commission paper first reviews developments in the fields of migration, 
movement of persons, protection of fundamental rights, counter-terrorism, organised 
crime, drugs, operational cooperation and cooperation with international organisations. It 
notes the increase of illegal immigration from West Africa via the Canary Islands and the 
increased strain for Italy and Malta and the consequent holding of an EU-Africa regional 
ministerial conference in Rabat in July 2006, bringing together the countries of origin, 
transit and destination along the migration routes from West and Central Africa, together 
with help for Mauritania to deal with the flow of illegal immigration to the Canary Islands. 
This section of the paper also notes the conclusion of visa facilitation and re-admission 
agreements with Russia, the initialling of such an agreement with Ukraine and negotiations 
with Moldova, Morocco, Pakistan and Turkey, with negotiations with Algeria expected to 
commence shortly. In relation to organised crime, the paper refers to cooperation with law 
enforcement agencies in the Western Balkans and the accession of the European 
Community to the United Nations Convention against Transnational Organised Crime. In 
relation to drugs policy, the paper refers to the “Action Oriented Paper” on assistance to 
Afghanistan and other countries along the route for smuggling heroin into the EU and 
initiatives with Latin American and Caribbean countries to reduce drug use and cocaine 
trafficking. 

11.6 A further section of the paper describes relations with particular third countries, 
drawing attention to the AOP on improving cooperation between the EU and the countries 
of the Western Balkans in relation to organised crime, corruption, illegal immigration and 
terrorism and the negotiation of visa facilitation and re-admission agreements with Bosnia-

 
34 European Agency for the Management of Operational Cooperation at the External Borders. 
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Herzegovina, Montenegro and Serbia, and Albania. The paper notes the conclusion, at the 
EU-Russia summit of 25 May 2006, of a visa facilitation and re-admission agreement, the 
negotiation of a cooperation agreement between Russia and Eurojust and FRONTEX. 

11.7 This section of the paper also notes the strategic nature of the partnership with the 
United States, the conclusion of an EU/US agreement on passenger name records, and of a 
co-operation agreement between the United States and Eurojust. The Commission paper 
notes a lack of progress towards visa-free travel to the United States for all EU nationals, 
and indicates that the Commission is pursuing work towards achieving a waiver of visas for 
nationals of all EU Member States, with another progress report due in March 2007. This 
work will include cooperation with the ICAO, the United States and third countries on the 
introduction of biometric passports. 

11.8 A final section of the paper describes technical assistance being given to near 
neighbours of the EU in the context of the European Neighbourhood Policy, including 
cooperation with Euromed countries, and implementation of the JHA elements of bilateral 
agreements with Morocco, Tunisia, Jordan, Israel (and the Palestinian Authority), Lebanon 
and Egypt. Reference is also made to the results of cooperation with countries of Eastern 
Europe, notably, Ukraine and Moldova in relation to the control of borders and money-
laundering. The paper also refers to the EU Strategy for Africa as including an important 
JHA element in the form of a commitment by the EU to support the fight against 
corruption, trafficking of human beings and drugs, and organised crime. 

11.9 The Commission paper concludes that the thematic and geographical priorities set 
out in the strategy remain valid for the immediate future and that there is presently no 
need to change or update its priorities. The Council Secretariat paper (document (b)) 
summarises the Commission’s paper, drawing attention to the AOPs on the Western 
Balkans, on combating drugs from Afghanistan and on the common space of freedom, 
security and justice with Russia. 

The Government’s view 

11.10 In her Explanatory Memorandum of 12 January 2007, the Parliamentary Under-
Secretary of State at the Home Office (Joan Ryan) explains that the strategy document 
adopted under the UK Presidency outlines the main external challenges in the field of 
freedom, security and justice and seeks to set out principles and priorities to govern EU 
action in the field. The Minister further explains that the progress report describes, in 
terms of themes and geographical areas, how key actions from the strategy have been taken 
forward.  

11.11 The Minister draws attention to the Action Oriented Papers, which are designed to 
assess where the EU could improve cooperation and coordination with priority countries 
and help to build capacity and institute reform. Such AOPs have been prepared on 
organised crime, illegal immigration and counter-terrorism in the Western Balkans, drug 
routes from Afghanistan, migration from Africa, and taking forward the common space of 
freedom, security and justice with Russia. The Minister describes the AOPs as setting out 
comprehensive recommendations which will form the basis of the EU’s engagement with 
the countries concerned in 2007 and beyond. 
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11.12 The Minister also notes, in particular, the meetings of JHA Ministers with their 
counterparts in the USA, Russia and Ukraine, which included discussion of the issues of 
terrorism, drug and people trafficking, visa facilitation and re-admission, document 
security and border management. The Minister adds that the strategy and the AOPs 
recognise the need to make extra practical progress in institution and capacity-building, 
and comments that “efforts should focus on delivery of results with particular emphasis on 
operational co-operation and using Member States’ knowledge to add value to the reform 
programme of priority countries”. 

Conclusion 

11.13 We thank the Minister for her Explanatory Memorandum, and we endorse her 
comment that efforts under the strategy should focus on practical results, with the 
emphasis on operational cooperation. 

11.14 The progress reports from the Commission and Council Secretariat helpfully 
describe current activities under the strategy in an accessible form. Perhaps 
understandably, they contain little by way of analysis of the effectiveness of the 
activities concerned, and we would expect to see some such assessments being made in 
future reports.    

11.15 We now clear the documents.   
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12  Documents not raising questions of sufficient legal 
or political importance to warrant a substantive report 
to the House 

Department for Environment, Food and Rural Affairs 

(28112) 
15984/06 
COM(06) 732 

Draft Council Decision amending Decision 2004/585/EC establishing 
Regional Advisory Councils under the Common Fisheries Policy. 

Foreign and Commonwealth Office 

(28230) 
— 
— 

Council Decision implementing Joint Action 2005/557/CFSP on the 
European Union civilian-military supporting action to the African 
Union mission in the Darfur region of Sudan.  

(28233) 
— 
— 

Council Joint Action extending and amending the mandate of the 
European Union Special Representative in Bosnia and Herzegovina.  

Home Office 

(28161) 
16506/06 
+ ADD 1 
COM(06) 770 

Commission Report based on Article 9 of the Council Framework 
Decision of 28 November 2002 on the strengthening of the penal 
framework to prevent the facilitation of unauthorised entry, transit 
and residence. 

Department for International Development 

(28102) 
15990/06 
COM(06) 721 

Draft Council Regulation amending Financial Regulation applicable to 
the 9th European Development Fund. 
 

(28143) 
16358/06 
+ ADD 1 
COM(06) 746 

General Commission Report on pre-accession assistance (PHARE – ISPA 
– SAPARD) in 2005. 
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Department of Trade and Industry 

(27987) 
14793/06 
COM(06) 643 

Commission Communication on the application of Directive 
2000/43/EC of 29 June 2000 implementing the principle of equal 
treatment between persons irrespective of racial or ethnic origin. 

(28113) 
16090/06 
COM(06) 673 
+ ADD1 

Commission Communication to modify the directives for the 
negotiations of economic partnership agreements with ACP countries 
and regions. 

(28118) 
16228/06 
COM(06) 748 

Draft Directive repealing Council Directive 71/304/EEC of 26 July 1971 
concerning the abolition of restrictions on freedom to provide 
services in respect of public works contracts and on the award of 
public works contracts to contractors acting through agencies or 
branches. 

(28133) 
16308/06 
— 

Report on the annual accounts of the European Foundation for the 
Improvement of Living and Working Conditions for the financial year 
2005 together with the Foundation's replies. 

(28138) 
16320/06 
— 

Report on the annual accounts of the European Network and 
Information Security Agency for the financial year 2005 together with 
the Agency's replies. 

(28140) 
16322/06 
— 

Report on the annual accounts of the Office for Harmonisation in the 
Internal Market for the financial year 2005 together with the Office's 
replies. 

(28176) 
5214/06 
COM(05) 711 

Draft Council Regulation imposing a definitive anti-dumping duty 
and collecting definitively the provisional duty imposed on imports of 
tartaric acid originating in the People's Republic of China. 

(28177) 
13275/06 
COM(06) 550 

Draft Commission Decision terminating the anti-dumping proceeding 
concerning imports of recordable compact discs (CD+/-R) originating 
in the People’s Republic of China, Hong Kong and Malaysia. 

HM Treasury 

(28105) 
16021/06 
COM(06) 714 

Commission Communication on the EU Economy: 2006 Review — 
Strengthening the Euro Area: Key Policy Priorities. 

(28168) 
16759/06 
COM(06) 796 

Draft Council Decision extending the application of Decision 
2000/91/EC authorising the Kingdom of Denmark and the Kingdom of 
Sweden to apply a measure derogating from Article 17 of the Sixth 
Council Directive (77/388/EEC) on the harmonisation of the laws of 
the Member States relating to turnover taxes. 
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Department for Work and Pensions 

(28124) 
16296/06 
COM(06) 747 

Commission Report on the operation of Regulation (EC) No.304/2003 
concerning the export and import of dangerous chemicals. 

(28185) 
16948/06 
COM(06) 815 

Draft Council Decision on Guidelines for the Employment Policies of 
the Member States. 
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Formal minutes 

Wednesday 17 January 2007 

Members present: 

Mr Michael Connarty, in the Chair 

Mr David S Borrow 
Mr William Cash 
Mr Wayne David 
Nia Griffith 
Mr David Hamilton 

 Mr Jimmy Hood 
Angus Robertson 
Mr Anthony Steen 
Mr Richard Younger-Ross 

The Committee deliberated. 

Draft Report, proposed by the Chairman, brought up and read. 

Ordered, That the draft Report be read a second time, paragraph by paragraph. 

Paragraphs 1.1 to 12 read and agreed to. 

Resolved, That the Report be the Sixth Report of the Committee to the House. 

Ordered, That the Chairman do make the Report to the House. 

The Committee further deliberated. 

 

 

[Adjourned till Wednesday 24 January at 2.20 p.m. 
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Union documents and— 
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principle, policy or law which may be affected; 
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Standing Order No. 119 (European Standing Committees); and 
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