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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  Global Energy Efficiency and Renewable Energy Fund 

(27906) 
13809/06 
+ ADDS 1–2 
COM(06) 583 

Commission Communication mobilising public and private finance 
towards global access to climate-friendly, affordable and secure 
energy services: The Global Energy Efficiency and Renewable Energy 
Fund 

 
Legal base — 
Document originated 6 October 2006 
Deposited in Parliament 17 October 2006 
Department Environment, Food and Rural Affairs 
Basis of consideration EM of 11 January 2007 
Previous Committee Report None 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Not cleared; further information requested 

Background 

1.1 According to the Commission, most parts of the world have enjoyed unprecedented 
economic growth since the early 1990s, accompanied by a 20% increase in oil 
consumption, and it points out that the International Energy Agency (IEA) estimates that 
energy demand will increase by more than 60% by 2030, requiring an estimated investment 
of $16 trillion over the next 25 years. The Commission says that not only would a business-
as-usual investment approach create a significant funding challenge, it would also be 
unsustainable in terms of greenhouse gas emissions, air quality, poverty and the sustainable 
management of natural resources, and energy security. There is thus a need for “profound” 
changes in the way in which energy services are delivered and energy sources used, and the 
Commission draws attention to the agreement at the World Summit for Sustainable 
Development in 2002 that the share of renewables in the global energy mix should be 
“urgently and significantly” increased. 

1.2 The Commission notes that renewable energy investments, and investments in energy 
efficiency, are typical public goods in that they reduce emissions and improve energy 
security, and that this often makes them economically attractive, particularly in developing 
countries. However, it points out that, on current trends, the IEA predicts that the market 
share of renewable energy would remain more or less constant in 2030, and that the level of 
investment which the Agency has said is required in the preceding period provides a 
unique opportunity to build a global sustainable energy sector. It suggests that the bulk of 
this will have to come from private sources, and that the challenge for public policy is to 
create the right incentives to ensure that private investment will finance environmentally 
sound, affordable and secure energy services.  
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The current document 

1.3 This Communication first explores current barriers to private sector participation, 
particularly in developing countries, and ways of mobilising such investments. It observes 
the extent to which the IEA believes that investment in electricity generation in South 
America and Asia will be in the renewables sector, and certain positive developments 
regarding its funding, including the interest shown by the European Investment Bank and 
other international investors, particularly in the light of the emphasis which the Kyoto 
Protocol places on zero or low carbon technology. However, it adds that, despite this, 
renewable energy projects continue to face significant difficulty in raising sufficient 
finance, with the problem mainly concentrated in the area of risk capital. In particular, it 
points to the high initial capital costs compared with conventional fossil fuel generation, 
leading to longer repayment periods, which private investors see as too risky; to the need 
for higher returns to match the various risks in many developing countries; and to the fact 
that smaller and medium projects which are more suitable for renewable energy 
technologies involve significantly higher transaction costs. It concludes that these factors 
put renewable energy at a distinct disadvantage when competing for scarce private equity 
finance, a view which it says is shared by the World Bank. 

1.4 On the grounds that the public good generated by renewables and energy efficiency 
projects merit public support in order to overcome these difficulties, the Commission 
proposes that a Public Private Partnership — the Global Energy Efficiency and Renewable 
Energy Fund (GEEREF) — should be set up to mobilise private investments, particularly in 
developing countries and emerging economies. It sees this as a more promising approach 
than more conventional routes, such as grant assistance or interest rate subsidies, and it 
suggests that, if successful, it could lead to a reduction in the growth of global energy 
demand, of greenhouse gas emissions, and of oil prices. 

1.5 The proposed operation of the Fund would essentially involve its establishment as a 
separate legal entity, with an initial contribution of €100 million (of which €80 million 
would come from the Commission over the period 2007–10, and €20 million from bilateral 
donors, International Finance Institutions, and socially responsible investors, such as 
private foundations). After setting aside €10 million for technical assistance, the remaining 
€90 million would be used to set up regional sub-funds, and the thinking is that, by 
accepting lower returns and capital repayments (“patient” terms) until private investors 
have received an attractive return, this would encourage over time just under €1 billion of 
investment from other sources, representing a leverage factor of around 12. More 
specifically, the Commission envisages that the GEEREF’s involvement would in the first 
instance generate about €200 million from international and regional institutions and 
private investors (“third parties”), and that this will in turn stimulate a further €800 million 
co-financing from predominantly local sources (“fourth parties”). This process is shown in 
Table 1 of the Annex to our Report, together with a breakdown of the funding envisaged 
each year (Table 2).  

1.6 The Fund would support renewable energy and energy efficiency projects requiring less 
than €10 million risk capital, and involving proven technologies, such as biomass and 
hydro and on-shore wind power in sub-Saharan Africa, the Caribbean and Pacific Island 
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states, the countries of the European Neighbourhood,1 Latin America and Asia, with 
priority being given to those regions with supportive energy policies which are conducive 
to private sector investment. In addition, it would be divided between high, medium and 
low risk projects, according to the size of the project and its location, with the Fund’s 
proportional contribution increasing in line with the risk involved. The Commission also 
believes that the returns received by the Fund would be sufficient to make it financially 
sustainable and revolving, though it adds that, given the implicit risk in investing in 
untested markets in developing countries, it is “under pessimistic assumptions possible 
that 100% capital recovery will not the achieved”. 

The Government’s view 

1.7 In his Explanatory Memorandum of 11 January 2007, the Minister for Climate Change 
and Environment at the Department of Environment, Food and Rural Affairs (Mr Ian 
Pearson) says that this proposal can be seen as highly supportive of the UK objectives of 
encouraging renewable energy and energy efficiency, which are a key element in meeting 
global energy demand in a sustainable way, and where much of the focus of its 
international work has been to address the gaps in funding and the unfavourable 
conditions for investment in clean energy sources. 

Conclusion 

1.8 As the Minister points out, the aim of this proposed Fund is laudable, and, if it can 
be achieved, it would help to encourage investment in renewable energy in parts of the 
world where this might not otherwise occur. However, we do have two concerns, which 
are not addressed by the Minister in his Explanatory Memorandum. First, the success 
of the proposal obviously depends critically upon whether the high leverage it envisages 
can be achieved in practice, and we would welcome the Minister’s views on this. 
Secondly, we note the Commission’s confidence that the Fund would be sustainable, 
except under certain pessimistic assumptions, and we would like to know whether the 
Government shares that confidence. In the meantime, we are holding the document 
under scrutiny. 

 

 
1 Covering North Africa, and non-EU eastern Europe, including Russia. 
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Annex 1: Table 1: Schematic over-view of Fund (m€) 

 

 
GREEF Leverage 

1st tier 90 90 

 Low risk funds Medium risk funds High risk funds  

 GREEF 3rd Party GREEF 3rd Party GREEF 3rd Party  

2nd tier 18 72 45 105 27 27 204 

 90 150 54  

 Low risk funds 4th Party Medium risk funds 4th Party High risk funds 4th Party  

3rd tier 90 360 150 350 54 54 791 

 450 600 135 1,085* 

* Excludes €10 million made available for technical assistance 

 

Table 2: Annual financing 2007–11 (m€) 

 2007 2008 2009 2010 2011 Total 

EC 15 15 20 30  80 

Non-EC 1st tier 10 10    20 

Non-EC 2nd tier 15 30 50 109  204 

Non-EC 3rd tier 10 50 100 300 331 791 

Total 50 105 170 439 331 1,095 
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2  Removal of intervention for maize 

(28181) 
16922/06 
COM(06) 755 

Draft Council Regulation amending Regulation (EC) No 1784/2003 
on the common organisation of the market in cereals 

 
Legal base Article 37(2)EC; consultation; QMV 
Document originated 15 December 2006 
Deposited in Parliament 4 January 2007 
Department Environment, Food and Rural Affairs 
Basis of consideration EM of 18 January 2007 
Previous Committee Report None 
To be discussed in Council By June 2007 
Committee’s assessment Politically important 
Committee’s decision Not cleared; further information requested 

Background 

2.1 Although recent reforms of the Common Agricultural Policy (CAP) have placed a 
much greater emphasis on supporting producers through direct farm payments, the ability 
to sell grain into public intervention when the market price falls below a certain pre-
determined level2 remains an aspect of the Community’s support regime for cereals. The 
purpose of this document is to abolish intervention purchases of maize as from 1 
November 2007, whilst retaining this facility for wheat, durum wheat, barley and sorghum. 

The current document 

2.2 The Commission points out that the Community has in the past been a net importer of 
maize, with minimal, if any, intervention stocks. However, following enlargement in 2004, 
maize stocks have increased rapidly, and now amount to 4.5 million tonnes, accounting for 
over 50% of total intervention stocks. Nearly all of this quantity is held in Hungary (which 
is the third largest Community producer, after France and Italy), and the Commission 
believes that the accession of Bulgaria and Romania, which are also significant producers, is 
likely to aggravate the situation. It points out that, unlike wheat and barley, maize is not 
suited to long-term storage because quality can deteriorate quite quickly, and that outlets 
are also limited to both the internal and external markets, with the low world price likely in 
the latter case to entail high financial costs to the Community budget if it is to be resold. 
Consequently, the Commission believes that, if the action now proposed is not taken, 
public stocks of maize could rise to 15.6 million tonnes by 2013. It adds that the removal of 
intervention would not only avoid that risk, but would also improve the competitiveness of 
the cereals market in central Europe, and help to boost the competitiveness of pig and 
poultry production in that region. 

 
2 Currently about €101 per tonne. 
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The Government’s view 

2.3 In his Explanatory Memorandum of 18 January 2007, the Minister for Sustainable 
Farming and Food at the Department of Environment, Food and Rural Affairs (Lord 
Rooker) says that the proposal would allow the Community cereals market to achieve a 
new balance, with farmers being free to base their planting decisions on market signals, in 
line with the underlying basis of the CAP reforms since 2003, which were supported by the 
UK. At the same time, he points out that the proposal will result in more maize being used 
in animal feed, which is likely to result in more wheat and barley being purchased into 
intervention. As a result, the Commission expects a fall of €1.38 billion in expenditure on 
maize intervention in the period 2008–14 to be partially offset by an increase of €724 
million expenditure on wheat and barley intervention. Otherwise, the Minister suggests 
that the UK will not be directly affected by the proposal, as it does not grow significant 
quantities of grain maize, though he says it is possible that UK cereals prices might be 
affected at the margin if maize from central Europe were to displace the UK’s surplus feed 
wheat in southern European markets. He adds that the UK’s cereals industry is being 
consulted on the proposal. 

Conclusion 

2.4 Given the increase in Community intervention stocks of maize which has already 
occurred since 2004, it seems prudent to seek to prevent the situation being aggravated 
by the recent accession of Bulgaria and Romania, and we note the Minister’s view that 
this proposal is unlikely to have any direct impact on the UK. However, we also note 
that the Government is consulting the UK cereals industry, and, before we take a final 
view on this document, we would like to see the outcome of that consultation. In the 
meantime, we are holding the document under scrutiny. 
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3  Customs 

(28210) 
5048/07 
COM(06) 866 

Draft Regulation amending Council Regulation (EC) No 515/97 on 
mutual assistance between the administrative authorities of the 
Member States and cooperation between the latter and the 
Commission to ensure the correct application of the law on customs 
and agricultural matters 

 
Legal base Articles 135 and 280 EC; co-decision; QMV 
Document originated 22 December 2006 
Deposited in Parliament 9 January 2007 
Department Revenue and Customs 
Basis of consideration EM of 22 January 2007 
Previous Committee Report None 
To be discussed in Council May 2007 
Committee’s assessment Politically important 
Committee’s decision Not cleared, further information requested 

Background 

3.1 Council Regulation (EC) No 515/97 is the legal basis for mutual assistance between the 
administrative authorities of the Member States with responsibility for ensuring the correct 
application of the law on customs and agricultural matters. The Regulation includes 
provision for a database, the Customs Information System, which is used by the relevant 
authorities to post alerts of risks of irregular operations by transmitting information for the 
purposes of sighting, reporting, discreet surveillance or specific controls. 

The document 

3.2 This draft Regulation is to amend Regulation (EC) No 515/97 to reflect subsequent 
changes in other relevant instruments which impact on the Regulation and, more 
substantively, to introduce enhancements to the Regulation to improve the ability of 
Member States and the Commission to more effectively prevent, investigate and prosecute 
operations that are in breach of customs and agricultural legislation by; 

• introducing a structured information exchange mechanism without prior request 
from the receiving Member State, similar to that already in place in the fields of 
value added tax and excise duties; 

• setting up a European data directory by allowing the Commission to negotiate 
access to a variety of existing public and private sector databases covering 
international trade, the content of which can be used for analysis with the objective 
of detecting potential irregularities and by making that information available to 
Member States’ relevant authorities; 
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• making available to the relevant authorities of Member States, at their request, the 
services and infrastructure of the Commission in order to coordinate operational 
cooperation; 

• allowing a Member State, providing information to another Member State, to give 
prior consent for onward transmission of that information to a third country 
where an appropriate agreement or protocol is in place; 

• amending the provisions on the control of personal data to conform with current 
relevant Community law on data protection and including reference to the 
establishment of the European Data Protection Supervisor; 

• extending the functionality of the Customs Information System to include strategic 
and operational analysis; 

• creating a database of past and current investigations for Member States to check 
which other authorities have conducted similar investigations; 

• designating the Regulation as the basic act on which financing for the technical and 
service infrastructure to support the systems and procedures described in the 
Regulation is based; and 

• amending the scope of the Committee, which advises on the management of the 
systems and procedures covered by the Regulation and which is comprised of 
representatives from the Member States and chaired by the Commission, to reflect 
the new provisions contained in the proposal. 

The Government’s view 

3.3 The Paymaster General (Dawn Primarolo) tells us that the Government supports 
improvements in the mutual assistance mechanisms used by the Member States and the 
Commission to fight fraud against the financial interests of the Community in the field of 
customs and agriculture legislation and to effectively control the borders to detect 
counterfeit goods and other illicit dealings such as in drugs precursors. She says that insofar 
as the draft Regulation is an updating exercise to reflect subsequent changes in other 
legislation it has the Government’s broad support. But it has reservations about some of the 
ideas for extending the scope of the existing Regulation. 

3.4 The Minister says that the Government can support the proposed provisions: 

• allowing for automatic data exchange; 

• using Commission services for operational cooperation; and  

• on data protection (but the Government is checking with the Information 
Commissioner that he is also content). 

3.5 The Minister then outlines the matters on which the Government has reservations: 

• setting up a European data directory. The principle of using relevant databases to 
assist the control authorities in their work is supported. But there are concerns 
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relating to the added value of doing this at the level of the Community, as it is the 
relevant national authorities who have the responsibility of analysing and 
managing the risks for which they are responsible, to having liaison officers posted 
to Brussels, which could be costly, resource intensive and questionable, and to the 
legal basis on which the Commission could have access to this information; 

• giving prior consent to forward information to a third country. The Government 
can understand the administrative case for allowing a Member State that provides 
information to another Member State to give prior consent for onward 
transmission of that information to a third country. But it wants confirmation that 
sufficient safeguards are in place to ensure that information cannot be transmitted 
to an inappropriate third country; 

• using data on the Customs Information System for analytical purposes. There is no 
indication of what benefits having this analytical function would achieve. The UK 
authorities, as with other Member States, already carry out analysis on the 
information it collects from a variety of sources; and 

• creating a customs investigations database. The principle is supported. But there 
are concerns, as there were with a similar 3rd Pillar database. The Government 
wants to be sure the investigations to be covered are not already catered for by 
other databases, or that the remit of other databases could not be extended, before 
introducing yet another system. 

3.6 The Minister concludes on the policy implications that her department needs to 
consult further with the Department for the Environment, Food and Rural Affairs and the 
Information Commissioner’s Office whilst reserving its position in the Council’s working 
group on the draft Regulation until there is sufficient clarity for a considered view on the 
issues of concern. 

3.7 As for the financial implications of the proposal the Minister says that the Financial 
Perspective for 2007–2013 to support the requirements of Regulation (EC) 515/97 total 
€36.93 million (£25.64 million), but the Commission has not specifically identified the 
costs related to the changes or new requirements that spring from the draft amending 
Regulation. She says the Government will need a more detailed explanation from the 
Commission of what the funds are intended to cover and how the proposals are catered for 
in the Financial Perspective. The Minister adds that, as the provider of the infrastructure 
and services on behalf of the Member States, most of the costs are borne by the 
Commission. Member States use existing IT equipment to access and use the systems, and 
incur minor extra costs when there are upgrades or new functionalities to add. She says the 
Government will want to know if the proposals will add significantly to what is done 
currently. 

Conclusion 

3.8 We can see that this proposal could add to the effectiveness of the present 
Regulation governing mutual assistance between the administrative authorities of the 
Member States with responsibility for ensuring the correct application of the law on 
customs and agricultural matters and for preventing fraud against the financial 
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interests of the Community. But we note the Government’s reservations on a number 
of matters. So before considering the document further we should like to hear about 
developments on these issues during negotiations, particularly in relation to both data 
protection and the proposed European data directory. Meanwhile we do not clear the 
document. 

 
 
 

4  EC-Iceland: trade preferences in agricultural products 

(27893) 
13716/06 
COM(06) 580 

Draft Council Decision relating to the conclusion of the Agreement 
in the form of an exchange of letters between the European 
Community and the Republic of Iceland concerning trade 
preferences in agricultural products undertaken on the basis of 
Article 19 of the Agreement on the European Economic Area 

 
Legal base Articles 133 and 300(2) EC; QMV 
Document originated 5 October 2006 
Deposited in Parliament 11 October 2006 
Department Environment, Food and Rural Affairs 
Basis of consideration EM of 20 October 2006, Minister’s letters of 12 

December 2006 and 11 January 2007, SEM of 23 
January 2007, and oral evidence of 24 January 2007 

Previous Committee Report None 
To be discussed in Council Shortly 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background  

4.1 The Community has entered into a bilateral trade agreement with a significant number 
of third countries involving a mutual reduction of trade barriers, notably tariffs. Such an 
arrangement relating to agricultural products has been in force with Iceland for many 
years, and — as with most other such proposals — our predecessors have been able to clear 
these without a substantive Report to the House. 

The current proposal 

4.2 The current document, which consolidates earlier concessions and extends the range of 
agricultural produce to which tariff reductions apply, would ordinarily have been no 
exception. However, since it came to our attention in the wake of Iceland’s decision to 
resume commercial whaling in spite of the continuing moratorium by the International 
Whaling Commission, our Chairman wrote to the Government on 25 October 2006, 
asking whether the Community still intended to proceed with these concessions. 
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The Government’s view 

4.3 In his letter of 12 December 2006, the Minister for Local Environment, Marine and 
Animal Welfare at the Department of Environment, Food and Rural Affairs (Mr Ben 
Bradshaw) said that, whilst he hoped that there would be other opportunities to bring 
pressure to bear on Iceland to reverse its recent decisions on whaling, he believed that 
opposition to this proposal on trade preferences was not a suitable candidate: in particular, 
he suggested that it would not be in the UK’s overall interests, given the Government’s 
trade liberalisation policy and the precedent it could set for future agreements. The 
Minister added that the adoption procedure for the proposal had in fact been suspended to 
allow for further negotiations which could result in amendments to the list of preferences 
being tabled, and that he would keep us informed of developments. 

4.4 We received from him a further letter of 11 January 2007 indicating that he had raised 
Iceland’s actions on whaling at the Environment Council on 18 December; that he had 
summoned the Icelandic ambassador to explain the UK’s grave concerns; and that the UK 
had led a diplomatic demarche of 25 countries (together with the European Commission) 
in condemning the Icelandic government’s decision. In addition, other Government 
departments had been asked in their dealings with Iceland to point to the significant 
economic and social benefits arising from the growing whale-watching industry and to the 
extent to which this would be seriously undermined by a resumption of commercial 
whaling. 

4.5 The Minister also said that draft proposals which Iceland had submitted for additional 
concessions would also have the effect of reducing the tariff on whale meat. He pointed out 
that, although the remainder of the proposal was not problematic, such a step would be 
inconsistent with the Council Regulation which effectively bans trade in all whale products 
into or out of the Community in accordance with the Convention on International Trade 
in Endangered Species (CITES). Also, it was possible that Iceland was seeking to gain a 
presentational advantage from a deal which nominally covered trade in whale meat, and 
that it saw this as part of a campaign towards a legalisation of whaling and of trade in whale 
products. The UK was therefore seeking to persuade the Commission and other Member 
States to reject these proposals unless whale meat was removed. 

Minister’s oral evidence 

4.6 When we took oral evidence from the Minister, we pursued these points with him.3 We 
were told that, thanks to the initiative taken by the UK and to vigilance of UK officials, the 
proposed tariff concession on whale meat had now been removed.4 Also, as regards our 
original question about a possible link between the other proposed trade concessions and 
the resumption of commercial whaling, the Minister said that this had been carefully 
considered, but that the very strong advice from Government lawyers had been that it 
would not be legal “to try to block a trade agreement because one disagreed with an aspect 
of a country’s domestic policy”, and he pointed out that, since Iceland has a significant 

 
3 Uncorrected transcript of oral evidence taken before the European Scrutiny Committee on 24 January 2007, HC 

(2006-07) 

4 Ibid Q 10, the Minister has confirmed this in his Supplementary Explanatory Memorandum of 23 January 2007. 
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trade deficit with the Community, there are benefits from trade liberalisation.5 The 
Minister also told us that, in the light of the wider pressure which had been applied, there 
had been a “sea change” in media opinion in Iceland since the resumption of commercial 
whaling, and that the Icelandic government itself was divided. 

Conclusion 

4.7 We are grateful to the Minister for his answers to our questions, and we welcome 
the fact that there are now to be no trade concessions on whale meat. More generally, 
we share the concerns which have been expressed over the Icelandic decision to resume 
commercial whaling, but we note the Government’s view that it would be neither 
appropriate nor legal to attempt to put pressure on the Icelandic government by means 
of a trade-related proposal such as the one contained in this document. We are 
therefore now content to clear this document, but we hope that the Government will 
continue to explore other means of persuading Iceland to rescind its deplorable 
decision to resume commercial whaling in defiance of the International Whaling 
Commission’s moratorium. 

 

 

 

5  Fisheries: catch quotas and effort limitation 2007 

(28147) 
16050/06 
COM(06) 774 
+ ADD 1 

Draft Council Regulation fixing for 2007 the fishing opportunities 
and associated conditions for certain fish stocks and groups of fish 
stocks, applicable in Community waters and, for Community vessels, 
in waters where catch limitations are required 

 
Legal base Article 37 EC; QMV 
Document originated 5 December 2006 
Deposited in Parliament 12 December 2006 
Department Environment, Food and Rural Affairs 
Basis of consideration EM of 12 December 2006, Minister’s letter of 15 

January 2007 and Minister’s oral evidence on 24 
January 2007 

Previous Committee Report None 
Discussed in Council 19–21 December 2006 
Committee’s assessment Politically important 
Committee’s decision Cleared 

 
5 Ibid Q 11 
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Background  

5.1 Each year, the Fisheries Council agrees the Total Allowable Catches (TACs) for 
particular fish stocks in the following calendar year, based on advice provided by the 
International Council for the Exploration of the Sea (ICES) in mid-October, and by the 
Commission’s Scientific, Technical and Economic Committee for Fisheries (STECF) in 
early November. In those cases where particular fisheries are jointly managed with third 
countries, the Council agrees the Community share following negotiations with the 
countries concerned; and, once the relevant TACs for the Community as a whole have 
been decided or negotiated, the Fisheries Council allocates the catch between Member 
States in the form of national quotas according to a predetermined key. At the same time, 
the conditions under which the quotas may be fished are specified. 

5.2 Since these proposals have to be agreed before the start of the calendar year to which 
they apply, they have habitually presented scrutiny difficulties, in that official texts are 
usually available too late for us to consider them properly beforehand. Efforts have recently 
been made to bring forward the scientific advice for certain stocks, but difficulties continue 
to exist for those of greatest interest to the UK. Thus, the current document, setting out the 
TACs in 2007 had to be agreed at the meeting of the Council on 19–21 December 2006, but 
was not deposited in Parliament until 12 December, making it impossible for any debate 
we chose to recommend to be held before decisions were taken by the Council. However, 
we have noted that the Government was able on its own initiative to arrange a debate on 
the floor of the House on 14 December, and the Minister for Nature Conservation and 
Fisheries at the Department for Environment, Food and Rural Affairs (Mr Ben Bradshaw) 
wrote to us on 15 January 2007 summarising the outcome of the Council.  

5.3  We took the view that it would be sensible, before reporting to the House, to take oral 
evidence from the Minister, and this we duly did on 24 January 2007.  

The current proposal 

5.4 As in previous years, the main proposal deals with: 

• TACs and national quota allocations for fish stocks in Community waters;  

• quotas for Community vessels in third country waters, and in international waters 
regulated by regional fisheries organisations; 

• quotas for third country vessels in EU waters; 

• the licensing and other conditions (including control and enforcement of catch 
limits and effort restriction) which apply to the fishing of these opportunities; and 

• technical measures, such as closed areas. 

In putting its proposals forward, the Commission highlights the continuing poor state of 
many of the Community’s stocks, the majority of which it says are exploited at levels 
beyond the maximum sustainable yield, due to excess fishing and poor enforcement. 
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Total allowable catches (TACs) in Community waters 

5.5 As usual, the TAC allocations form the corner-stone of the opportunities available to 
Community fishermen in the coming 12 months and tend to attract the greatest media 
attention. The table at Annex I shows, for the major stocks of interest to the UK in the 
North Sea, West of Scotland, Channel and Irish Sea fisheries, the Community TACs6 
agreed for 2007, the Commission’s initial proposal (where this differs), and the UK’s share 
of each TAC. It also sets out, by way of comparison, the equivalent Community figures in 
2005 and 2006, and the percentage changes as between 2006 and 2007.  

5.6 The Commission’s proposals categorise the stocks according to their degree of 
exploitation, though they also reflect both the complexity arising from the need to set 
TACs for species caught in mixed fisheries, and the need for quotas to be reinforced by 
effort limitations. 

— Stocks exploited at levels consistent with the maximum sustainable yield 

The proposal seeks to maintain current levels of fishing where possible, but without 
adjusting the TAC by more than 15%. 

— Stocks over-exploited in relation to the maximum sustainable yield but within safe 
biological limits 

The TACs proposed are in line with the maximum sustainable yield where possible, 
but (again) are not varied by more than 15%. 

— Stocks outside safe limits 

The Commission identifies three sub-categories — stocks with short life histories 
where in-year action is needed to reflect the most up-to-date information; species 
with long life cycles, which make them especially vulnerable to fishing; and stocks so 
far outside safe limits that recovery plans are needed. In each case, the Commission 
proposes that the TAC should not increase fishing mortality or reduce spawning 
stock biomass: and, if this rule can be met, the aim will be to move the stock towards 
safe biological limits, whilst not altering the TAC by more than 15%. 

— Stocks subject to long-term plans 

In such instances, the Commission proposes that recovery plans should be followed, 
and that, where a proposal for such a plan has been published, but not yet agreed (as 
with North Sea sole and plaice) the Community should proceed as though it has. 

— Stocks whose status is not known, but which are not at high biological risk 

The Commission has proposed measures to prevent the expansion of fisheries and to 
deliver reductions in TACs at a rate of 20%, unless otherwise supported by scientific 
information. 

 
6 In the cases of those North Sea stocks shared with Norway, the scientific advice relates to the whole TAC (including 

any share due to Norway), whereas we have thought it better to look at the quantities available to Community 
fishermen. 
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— Special cases 

The Commission will review the existing cod conservation measures next year, and 
in the meantime will not propose substantive changes to the regime; it will not allow 
new fisheries to develop for deep sea species; and it will focus on tackling mixed 
fisheries through more stringent TACs and quotas, by-catch quotas and effort 
regime rules. 

Effort restrictions 

5.7 In the light of the ICES advice that TACs have in many cases been ineffective in 
controlling fishing mortality, the Commission has considered it necessary to use as well 
fishing effort controls to achieve sustainability objectives, and limits on days at sea have 
accordingly been in force during the last few years to protect cod in the North Sea, west of 
Scotland and the Irish Sea. The main feature of the current proposals was for a 25% cut in 
the days at sea for cod fishing in the North Sea, with lesser restrictions for stocks such as 
sole in the Western Channel (in the absence of agreement on a long-term management 
plan). The Commission also proposed continued restrictions on the North Sea sand eel 
fishery, and, following the agreement reached on TACs for deep sea species, it is proposed 
a 5% cut in effort for those stocks. 

The Government’s view 

5.8 In his Explanatory Memorandum of 12 December 2006, the Minister for Local 
Environment, Marine and Animal Welfare at the Department for Environment, Food and 
Rural Affairs (Mr Ben Bradshaw) says that the proposed Regulation reflects the serious 
state of many fish stocks, with recovery plans continued for cod and hake and proposed for 
North Sea sole and plaice. However, he adds that, although there is a need for TACs to take 
into account appropriate scientific advice in order to ensure the sustainability of the fish 
stocks, it is at the same time important to maximise the fishing opportunities which can be 
taken responsibly in order to protect the viability of vulnerable sectors of the UK fleet and 
the interests of communities dependent on fisheries. He also says that measures must have 
a clear objective, be well balanced between Member States and different sectors of the UK 
fleet, and be capable of quick implementation. 

5.9 Against that background, he says that the UK would in most cases be able to accept the 
proposed TACs, but that it had a number of specific concerns. These include: 

• the 25% cut proposed under the cod recovery plan in the days at sea, which the UK 
regarded as excessive, particularly as the whitefish fleet had already delivered a 
substantial reduction in effort: consequently, the focus should now be on applying 
pressure on the smaller mesh fisheries to make sure they also contribute their 
share; 

• the TACs for nephrops in the North Sea, the west of Scotland and the western 
approaches (including the Irish Sea), which the UK believed should be set in line 
with advice from the STECF, which endorses the methodology approved last year, 
but apparently now disregarded by the Commission; 



18    European Scrutiny Committee, 8th Report, Session 2006–07 

 

• the TACs for Northern shelf anglerfish, where the UK believed the scientific advice 
supports a more significant increase than that proposed; 

• the Commission’s attempt to reduce quotas for stocks where the uptake for 2006 
was less than 100%, where he pointed out that there are many reasons for such a 
shortfall, and that encouraging a race to ensure that quota is not subsequently lost 
sends all the wrong conservation and sustainability signals. 

5.10 More generally, the Minister suggested that account needs to be taken of the possible 
impact of management measures on fishermen’s behaviour, in that, where stock 
abundance is significantly out of line with the TAC, this leads, not to stock conservation, 
but to increased discarding or misreporting, which in turn produces poor data leading to 
increased uncertainty in future assessments. He therefore believes that, where fishermen’s 
experience is corroborated by other means, alternative measures to protect stocks should 
be put in place. The Government also considers that stakeholder collaboration in 
management decisions is an essential element in achieving sensible, workable measures, 
and will in many cases increase compliance. It has therefore been in close touch with 
fishermen’s representatives, with the Commission and with other Member States with the 
aim of developing effective arguments and measures, and believes that active cooperation is 
needed between the fishing industry and fisheries managers, scientists and other 
stakeholders to gather data and draw up proposals for improved management. 

5.11 As regards other aspects of the proposals, the Minister says that the Government 
continues to agree that effort control is appropriate for stocks whose long-term 
sustainability is under threat, and will seek to achieve a balance between conservation and 
recovery and the maintenance of fishing opportunities. He adds that the UK has 
demonstrated substantial cuts in effort by its white fish fleet in the cod recovery zone, and 
that further cuts in this sector would create substantial risks to its long term viability. 
However, he accepts that some further effort reduction in those sectors (mainly concerned 
with beam trawling and nephrops) which take cod as a by-catch may be needed, although 
he adds that there should be an incentive for vessels to adopt more selective gear which 
avoids catching juvenile fish. 

Minister’s letter of 15 January 2007 

5.12 We subsequently received from the Minister a letter of 15 January 2007 summarising 
the outcome of the December Council. He says that the UK had been able to obtain 
virtually all its key objectives, reiterating that its aim had been to follow the scientific 
advice, whilst seeking to provide adequate fishing opportunities to ensure the long-term 
viability of the fishing fleet — a process which inevitably involved a number of difficult 
balances. 

5.13 More specifically, he indicates: 

• that significant increases were agreed for nephrops of 17% in the western 
approaches (including the Irish Sea) and of 10% west of Scotland, in line with 
scientific advice, and that a proposed cut of 15% in the North Sea had been reduced 
to a “more realistic” 6%; 
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• that a 10% increase had been obtained in the TAC for monkfish in the combined 
North Sea and west of Scotland area; 

• that the UK had successfully pointed out that simply cutting a TAC on the basis of 
historic under-utilisation would penalise the UK (which had taken its quota) as a 
consequence of a lack of uptake by others, and that there were also other valid 
reasons for a low uptake: as a result, existing TACs are to be maintained for a 
number of stocks, including sole and megrim in the western approaches and to the 
west of Scotland, haddock and pollack in the western approaches, and Clyde 
herring; 

• that the TAC was also maintained for herring in the west of Scotland, in line with 
the science and the emerging management plan for this stock, as well as for turbot, 
brill, lemon sole, and dab and flounder in the North Sea. 

5.14 As regards days at sea, the Minister says that the UK was successful in limiting cuts for 
its own whitefish fleet throughout the cod recovery zone to between 4% and 5%, thus 
reflecting the considerable contribution it has already made to effort reduction on cod: at 
the same time, there were cuts of up to 7% for the beam trawl sector and of up to 10% for 
the smaller mesh demersal trawl fisheries, the Minister pointing out that, since these 
together account for 65% of effort in the North Sea, it is important that they should 
contribute their fair share in reducing the effort on cod (though there was little support 
from other Member States for the UK’s wish to constrain these sectors further). 

5.15 The Minister also points out that, in order to encourage a more sustainable approach 
to these fisheries, the UK was successful in gaining a series of concessions to the application 
of selected gear and improved data collection. Thus, fishermen participating in the pilot 
Irish Sea enhanced data project (where the aim includes obtaining more accurate 
information of discards) will benefit from extra days,7 whilst extra days are also available to 
those using more selective gear in nephrops fisheries. The UK also expects to gain a further 
3 days credit for the more widespread application of scientific observers to monitor fishing 
activity throughout the cod recovery zone. 

Minister’s oral evidence 

5.16 When we took oral evidence from the Minister on 24 January 2007,8 we first 
considered the timing of the TAC proposals. The Minister told us9 that, although 
improvements had been possible in some instances, notably for deep sea species and stocks 
in the Baltic Sea, the availability of the necessary scientific data, particularly on the 
spawning mass, meant that proposals on the stocks of greatest interest to the UK were 
likely to continue to be delayed until early December. 

 
7 6 days for whitefish vessels, and 12 days for others. 

8  Uncorrected transcript of oral evidence taken before the European Scrutiny Committee on 24 January 2007, HC 274-i 
(2006-07) 

9  Q 7 
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5.17 On the outcome of the Council, the Minister said10 that, although now only fifth11 in 
terms of its economic significance, cod had been the main problem area, partly because of 
its iconic status. He describes it12 as “disappointing” that further differentiation was not 
made between the situation of the UK white fish fleet, which generally uses a larger mesh 
size, and the smaller-mesh fleet, including Dutch beam trawlers, which use a smaller mesh 
and take significant amounts of white fish, including cod as a by-catch, but points out that 
the original proposal for a smaller cut in the latter case was reversed. He also suggested13  
that the eventual outcome was “responsible” in terms of both the environmental interest 
and that of the fishing industry, and welcomed14 the greater cooperation and collaboration 
now being seen between fishermen, scientists and environmentalists, pointing out15 that 
this process had been facilitated by the fact that the UK was one of the few countries in the 
Community where Government responsibilities for fisheries and the environment were 
exercised by a single Minister. 

5.18 On other aspects of the proposals, the Minister agreed16 that discards remained a 
particular challenge, given the “almost uniquely-mixed” fishery around our coasts, and said 
that one way of tackling this was to use technical measures, for example by giving extra 
days at sea where a particular gear is used; that enforcement had been improved by the 
introduction of the first Buyers and Sellers Registration Requirement, which provided full 
traceability;17 and that Regional Advisory Councils had made a useful contribution to the 
discussions, which he thought would grow in line with their “reputation for responsible 
and sound investigations”.18 

Conclusion 

5.19 We recognise that, as in previous years, the situation which has arisen here is 
outside the Government’s control, and, whilst we remain concerned that the 
Commission’s proposals should have been deposited in the House such a short time 
before the start of the crucial Council meeting, we are pleased that the Government was 
able to arrange a debate on the Floor of the House before decisions were taken. In view 
of this, and of the Minister’s recent oral evidence — when we were able to put to him a 
number of questions both on the outcome of the Council and of more general interest 
— we have concluded that further consideration of this document by the House would 
not be justified. We are therefore clearing it. 

 

 
10  Q23 

11 After prawns, herring, mackerel and haddock. 

12  Q 18 

13  Q 19 

14  Q 20 

15  Q 21 

16  Q 22 

17  Q 27 

18  Q 29 
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Annex 1: Comparative Tables of Community TACs 2005, 2006 and 
2007 (tonnes)  

 2005 2006 20071 % ch 
2007/061 

UK 
share 

 UK 
quota 

 
Herring 

      

 
IVa, b 

305,557 272,851 204,638 -35 24% 50,279 

 
IVc, VIId 

74,293 50,023 37,517 -25 8% 3,424 

 
Vb, VIaN, VIb 

29,440 33,340 (28,839) 33,340 (-15) 0 60% 20,145 

 
VIa (Clyde) 

1,000 800 (600) 800 (-25) 0 100% 800 

 
VIIa 

4,800 4,800 4,800 0 74% 3,550 

 
VIIe,f 

1,000 1,000 1,000 0 50% 500 

 
Cod 

      

 
 IIa, IV 

22,659 19,260 16,563 -14 47% 7,773 

 
Vb, VI, XII, XIV 

  721 613 (460) 490 (-25) -20 60% 357 

 
VIIa 

2,150 1,828 (1,371) 1,462 (-25) -20 43% 624 

 
VIIb-k, VIII, IX, X 

6,200 5,580 (3,634) 4,185 (-35) -25 8% 347 

 
Megrim 

      

 
IIa, IV 

1,740 1,740 1,479 -15 96% 1,424 

 
Vb, VI, XII, XIV 

2,880 2,880 (2,448) 2,880 (-15) 0 31% 903 

 
VII 

19,263 18,300 (15,555) 18,300 (-15) 0 14% 2,624 

 
Anglerfish 

      

 
IIa, IV 

10,314 10,314 (10,314) 11,345 (0) 10 81% 9,232 

 
Vb, VI, XII, XIV 

4,686 4,686 (4,686) 5,155 (0) 10 31% 1,586 

 
VII 

25,082 26,456 28,080 6 18% 5,050 

       
 
Haddock 

      

 
IIa, IV 

51,321 44,546 46,98 5 78% 36,466 

 
Vb, VI, XII, XIV 

7,600 7,810 7,200 -8 81%  5,392 

 
VII, VIII, IX, X 

11,520 11,520 (9,792) 11,520 (-15) 0 10%  1,152 

 
Whiting 

      

 
IIa, IV 

19,800 21,420 21,420 0 53% 11,297 

 
Vb, VI, XII, XIV 

1,600 1,360 (300) 1,020 (-78) -25 57% 585 
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VIIa 

514 437 (139) 371 (-68) -15 53% 144 

 
VIIb-k 

21,600 19,940 19,940 0 11% 2,140 

 
Hake 

      

 
IIa, IV 

1,496 1,541 (1,773) 1,850 (15) 20 18% 333 

 
Vb, VI, VII, XII, XIV 

23,888 24,617 (28,318) 29,541 (15) 20 18% 5,309 

Blue whiting       
I-XIV 539,306 344,063 279,058 -19 20% 55,283 
Lemon sole       
IIa, IV 6,500 6,175 (5,558) 6,175 (-10) 0 61% 3,773 
 
Nephrops 

      

 
IIa, IV 

21,350 28,147 (23,925) 26,144 (-15) -7 87% 22,644 

 
Vb, VI 

12,700 17,675 (16,300) 19,885 (-8) 12 98% 19,414 

 
VII 

19,544 21,498 (21,498) 25,153 (0) 17 33% 8,251 

 
Northern prawn 

      

IIa, IV 4,880 4,980 (4,980) 3,984 (0) -20 22% 877 
 
Plaice 

      

 
IIa, IV 

57,370 55,820 49,143 -12 28% 13,987 

 
Vb, VI, XII, XIV 

982 786 (629) 786 (-20) 0 61% 478 

 
VIIa 

1,608 1,608 1,849 15 30% 558 

 
VIId,e 

5,151 5,151 5,050 -2 29% 1,469 

 
VIIf,g 

476 476 (405) 417 (-15) -12 23% 54 

 
VIIh-k 

466 396 337 -15 13% 42 

 
Pollack 

      

 
Vb, VI, XII, XIV 

563 450 (360) 450 (-20) 0 37% 165 

 
VII 

17,000 15,300 (12,240) 15,300 (-20) 0 17% 2,668 

 
Saithe 

      

 
IIa, IIIb-d, IV 

69,600 59,160 59,160 0 17% 9,897 

 
Vb, VI, XII, XIV 

15,044 12,787 12,787 0 18% 3,592 

 
VII, VIII, IX, X 

5,574 4,738 3,790 -20 15% 582 

 
Mackerel 

      

IIa, IIIa-d, IV 17,067 17,621 19,677 11 5% 1,092 
IIa, Vb, VI, VII, 
VIIIa,b,d,e,, XII, XIV 

217,477 225,837 256,363 13 58% 149,519 

 
Sole 

      

 
II, IV 

18,320 17,470 14,930 -15 4% 639 
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Vb, VI, XII, XIV 

68 68 (54) 68 (-21) 0 20% 14 

 
VIIa 

960 960 816 -15 22% 181 

 
VIId 

5,700 5,720 6,220 9 19% 1,196 

 
VIIe 

865 940 900 -4 59% 529 

 
VIIfg 

1,000 950 (840) 893 (-12) -6 28% 251 

 
VIIh,j,k 

650 650 (553) 650 (-15) 0 17% 108 

 
Sprat 

      

 
IIa, IV 

250,000 263,540 147,028 -45 4% 5,562 

 
VIId,e 

7,680 6,144 (4,915) 6,144 (-20) 0 53% 3,226 

1 The figure shown is that adopted by the Council. Where this differs from that proposed by the 

Commission, the latter is shown in brackets. 



24    European Scrutiny Committee, 8th Report, Session 2006–07 

 

TACs are defined in terms of areas designated by ICES. Those of most immediate 
relevance to the UK correspond roughly to the following geographical regions: 

 
Area II 

 
North Sea N of 62Ε 

 
Area IV 

 
North Sea S of 62Ε 

 
Area Vb 

 
Faroes  

 
Area VI 

 
West of Scotland 

 
Area VIIa 

 
Irish Sea 

 
Area VIIb,c,h,j,k 

 
Western approaches 

 
Area VII d, e 

 
English Channel 

 
Area VIIfg 

 
Celtic Sea 
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6  Employment in rural areas: closing the jobs gap 

(28218) 
5051/07 
COM(06) 857 
+ ADD 1 

Commission Communication: Employment in rural areas: closing the 
jobs gap 

 
Legal base — 
Document originated 21 December 2006 
Deposited in Parliament 9 January 2007 
Department Work and Pensions 
Basis of consideration EM of 22 January 2007 
Previous Committee Report None 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

6.1 As part of the Lisbon Strategy, the Agriculture Council agreed in July 2003 a set of 
conclusions on employment in rural areas. These identified the challenges arising — such 
as an ageing farming population, enlargement, and the switch from product to producer 
support under the reformed Common Agricultural Policy (CAP) — and called upon the 
Commission to carry out an in-depth assessment of employment prospects in rural areas. 
Subsequently, the European Council confirmed that, under the revised Lisbon Strategy, the 
guiding principles behind the CAP should be a strong economic performance going hand-
in-hand with the sustainable use of natural resources. 

The current document 

6.2 In this Communication, the Commission first analyses what it describes as the “jobs 
gap”. It draws attention to the diversity of the rural areas within the Community, in terms 
of population, demography, economic and social structures, and labour markets, but 
suggests that they face a common problem — that their capacity to create high quality, 
sustainable jobs is falling behind that in urban areas. 

6.3 More specifically, it points out: 

• that the per capita income of predominantly urban areas is almost double that of 
predominantly rural areas; 

• that, although the proportion of the total Community population has remained 
fairly constant in recent decades, this masks significant variations between and 
within individual Member States; 



26    European Scrutiny Committee, 8th Report, Session 2006–07 

 

• that there has been a growth in “accessible” rural areas, due on the one hand on to 
a movement out of the more remote areas, and on the other hand to a movement 
out of the cities by those seeking a more rural lifestyle; 

• that there is a widening gap between urban and rural employment rates; 

• that, although the services sector is the largest employer in the rural areas, it is 
smaller than in the urban areas, and tends to be dominated by the public sector; 

• that skill levels and human capital are generally lower in the rural areas, which can 
increase population losses; and 

• that there is a lack of opportunities for women and young people. 

6.4 In particular, the Communication deals with the place of agriculture, pointing out that, 
in most rural areas, the primary sector now accounts for less than 10% of total 
employment, but is above 25% in the south and east of the Community (where 
productivity is lower); that, although the integration of the new Member States has 
generally been smooth, particularly as regards incomes, successful adjustment in this sector 
will be key to improving its competitiveness and economic sustainability; that at present 
fewer than 10% of farm holders in the Community are below 35 years old, and 24% are 
over 65; and that farmers’ training levels are highly variable. As to the impact of the recent 
CAP reforms, it says that, without the introduction of direct aids, many rural areas would 
have faced major economic, social and environmental problems, and that rural 
development has helped to prevent depopulation and land abandonment in many areas. It 
also suggests that the decoupling of support from production has had a broadly neutral 
impact on employment, and that there has at the same time been a creation of new 
opportunities through combining part-time farm employment with off-farm work. 
Nevertheless, the Commission points out that measures aimed at job creation and 
diversification into non-agricultural activities remain a relatively small part of rural 
development programmes. 

6.5 As to ways of overcoming these problems, the Commission says that there are a range 
of instruments at Community and national level which can be used to close the jobs divide 
between rural and urban areas. These include: 

• the maintenance and consolidation of CAP reform, with increased market 
orientation and income stabilisation through direct aids; 

• Member States using existing opportunities to encourage and support the 
cultivation of energy crops and the development of renewable energy enterprises; 

• giving priority over the coming years to the integration of the new Member States 
and the restructuring of their agriculture; 

• Member States using their rural development programmes, in line with the 
Community Strategic Guidelines, to deliver knowledge transfer, modernisation, 
innovation and quality in the food chain, investment in human capital and, above 
all, the creation of employment opportunities and conditions for growth; 
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• using the full range of Community rural development instruments, with Member 
States ensuring that the synergy between structural, employment and rural 
development policies is maximised; 

• ensuring that actions in these fields comply with the objectives of the European 
Employment Strategy;  

• the Rural Development Network establishing, as its central work theme in 2008, 
job creation in rural areas. 

The Government’s view 

6.6 In his Explanatory Memorandum of 22 January 2007, the Parliamentary Under-
Secretary at the Department of Work and Pensions (Mr James Plaskitt) comments as 
follows on the various policy implications arising on the Communication. He says; 

• that, whilst the UK agrees that there should be a shift towards a more market-
oriented CAP, its clear view is that direct aids should be phased out, and that it is 
opposed to any moves to “maintain and consolidate” them, there being no 
evidence that this is needed to support long-term rural employment; 

• that the UK hopes in the Rural Development Programme 2007–13 to continue to 
offer support for renewable energy enterprises, though he adds that it has called for 
support for energy crops to be phased out (and that it is not clear how such support 
might help to tackle rural under-development); 

• that the UK agrees that, in view of the special challenges confronting the rural areas 
of the new Member States, restructuring their agricultural industries will remain a 
priority over the coming years; 

• that the Commission’s view of the scope of Rural Development Programmes is 
very restricted, and that the Community’ Strategic Guidelines place considerable 
emphasis, not just on socio-economic considerations, but on environmental 
objectives, with the latter providing the main emphasis of the UK National Strategy 
Plan for the next Rural Development Programme, which it submitted to the 
Commission on 21 December 2006; 

• that, in order to achieve better synergy, the Structural Funds Programmes and the 
European Agricultural Fund for Rural Development (EAFRD) will provide for 
coordination between them, but will need to demonstrate how each will provide 
added value;19 

• that the European Employment Strategy is now subsumed within the revised 
Lisbon Strategy, and that the latter’s focus on jobs and growth does not exclude 
sustainable development, it being recognised that economic, social and 

 
19 The UK believes that the EAFRD should support diversification of rural economies at a local level, whereas the 

Structural Funds should primarily address rural issues as part of wider regional activity or as part of national 
employment and skills programmes. 
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environmental objectives can reinforce each other, and that they should advance 
together; 

• that the Rural Development Network should contribute to the effectiveness of the 
policy priorities of rural development programmes (which may include job 
creation), but it should not decide or develop its own policy priorities. 

Conclusion 

6.7 Although this document deals with an important subject, it does little more than 
outline a framework for further action, and any recommendations are in general terms. 
Consequently, although we think it right to draw it to the attention of the House, we are 
clearing it. 

 
 
 

7  Social protection and inclusion 

(28293) 
5553/07 
COM(07) 13 

Commission Communication: Draft 2007 Joint Report on social 
protection and social inclusion  

 
Legal base — 
Document originated 19 January 2007  
Deposited in Parliament 23 January 2007  
Department Work and Pensions 
Basis of consideration EM of 24 January 2007  
Previous Committee Report None 
To be discussed in Council 22 February 2007  
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

7.1 In March 2000, the Lisbon European Council approved a strategy for the EC to become 
the world’s most competitive and dynamic knowledge-based economy by 2010, capable of 
sustained economic growth and with more and better jobs and greater social cohesion. It 
said that policies to counter social exclusion should be based on an open method of 
coordination.20 In 2005, the European Council re-launched the strategy with a sharper 
focus on economic growth and jobs. It concluded that “The objectives of full employment, 

 
20 The open method of coordination is intended to help Member States develop their own policies by agreeing 

European guidelines and timetables for short, medium and long-term goals, with quantitative and qualitative 
indicators and benchmarks; translating these European guidelines into national and regional policies; and periodic 
monitoring, evaluation and peer review. 
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job quality, labour productivity and social cohesion must be reflected in clear measurable 
priorities.”21 

7.2 In 2003, the Commission published a Communication on Strengthening the social 
dimension of the Lisbon strategy: streamlining the open method of coordination in the field of 
social protection.22 It proposed that Member States should agree common objectives for the 
three pillars of social protection (social inclusion, pensions and health care) and report 
regularly on their progress in achieving the common objectives. 

7.3 In February 2006, the Commission proposed that the common objectives for social 
protection should be to: 

• promote social cohesion and equal opportunities for all; 

• interact closely with the Lisbon objectives for growth and jobs and with the 
sustainable development strategy; and 

• improve the processes for designing, executing and monitoring policies.23 

7.4 Since 2005, the Council and the Commission have made an annual joint report to the 
European Council on social protection and social inclusion. Our predecessors concluded 
that the draft of the Joint Report for 2005 appeared to contain nothing new and questioned 
its value.24 We reached the same view of the comparable document for 2006; we recognised 
that useful things can be learned from exchanges between Member States but we 
questioned whether such exchanges need culminate in trite documents such as the draft 
Report for 2006.25  

The draft Joint Report for 2007  

7.5 The draft of the Joint Report for 2007 is based on Member States’ National Reports on 
their 2006–08 strategies for social protection and social inclusion. It has sections on: 

• key messages from the National Reports; 

• the benefits that have already been gained from the application of the open method 
of coordination to social protection and social inclusion; 

• overarching issues; and 

• key challenges. 

7.6 The draft summarises key messages from Member States’ Reports. They include the 
following: 

 
21 European Council 22–23 March 2005, Presidency Conclusions, paragraph 31. 

22 (24615) 10158/03: see HC 63–xxviii (2002–03), para 15 (2 July 2003). 

23 (27150) 5070/06: see HC 34–xviii (2005–06), para18 (8 February 2006). 

24 (26331) 5826/05: see HC 38–ix (2004–05), para 13 (23 February 2005). 

25 (27318) 6800/06: see HC 34–xxii (2005–06), para 11 (15 March 2006). 
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• Member States have made strong commitments to reduce child poverty and break 
the cycle of deprivation. The provision of good pre-school education and tackling 
premature school leaving are essential elements. The situation of people from 
ethnic minorities needs special attention. 

• “Active inclusion” is a powerful way of promoting the social and economic 
integration of the most disadvantaged and vulnerable people. Active inclusion 
includes, for example, making the payment of social security benefits conditional 
on availability for work; and helping people into employment by tailoring 
assistance to the particular needs of individuals. 

•  “More rational use of resources is an essential factor in rendering healthcare 
systems sustainable and maintaining high quality. … Improved coordination, 
promotion of healthy life styles and prevention could be win-win strategies, 
contributing both to improved health status and to reduced expenditure growth.”26 

• In most Member States, more long-term care (such as sheltered housing or 
domiciliary social services) needs to be provided. Greater coordination between 
health and social services can help people stay longer in their own homes. 

• People should be given the opportunity to continue working to a greater age so as 
to reduce dependency on pensions and the risk of falling into poverty in old age. 

• Coping with the implications for public expenditure of longer life expectancy is a 
key challenge for Member States. 

• “Stakeholders, including the people directly affected, are increasingly involved in 
preparing social reforms.”27 But the quality of involvement can be improved. 
Stakeholders should also be involved in implementation; and the inter-action 
between EU, national, regional and local authorities should be reinforced. 

• All Member States need to respond to the effects of the ageing population and the 
globalisation of trade in goods and services. 

7.7 The draft Joint Report goes on to discuss the following “key challenges: 

• ending the transmission of poverty from one generation to the next; 

• promoting active inclusion in society and employment; 

• providing equal access to healthcare and long-term care; 

• improving the quality of health services; 

• achieving the financial and long-term sustainability of health and social services; 
and 

• ensuring adequate and sustainable pensions 

 
26 Draft Joint Report, page 1, third indent. 

27 Draft Joint Report, page 2, final indent. 
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The Government’s view 

7.8 The Parliamentary Under-Secretary of State at the Department for Work and Pensions 
(Mr James Plaskitt) refers to our criticism of last year’s Joint Report. He says: 

“As all member states support the continued production of the Joint Report, we have 
sought to address the Committee’s concerns by ensuring that the focus of the Open 
Method is on mutual learning rather than process. This exchange is at the heart of 
the Lisbon agenda and an area where the EU can add real value. For example, the 
UK’s commitment to eradicating poverty has resulted in an increased focus on this 
issue across Europe and the UK has been at the forefront of developing indicators of 
social exclusion and new ways of engaging with people experiencing poverty. The 
Open Method is also consistent with Better Regulation principles, providing a 
practical alternative to legislative proposals for EU-level co-ordination.” 

7.9 The Government supports the draft Joint Report for 2007 “as a useful evidence-based 
synopsis of Member States’ common challenges and broad policy responses, while 
recognising that it is no more than one part of a necessary process to give structure to the 
exchange between Member States.” He adds that the proposed “key messages” contain no 
surprises and that they are consistent with the UK’s own policy priorities.  

7.10 The Minister notes that the UK already exceeds all the Lisbon targets for employment. 
The draft Joint Report recognises this but identifies the following specific challenges for the 
UK. They are to: 

• reduce inequality in healthcare and long-term care; 

• support the hardest to help into employment; 

• promote adequate pension provision; and  

• achieve better integration of health and social care. 

The Government agrees with these aims, which are consistent with existing national policy 
priorities. 

7.11 The Minister tells us that the draft Joint Report will be proposed for adoption by the 
Employment and Social Policy Council on 22 February with a view to its presentation to 
the Spring European Council.  

Conclusion 

7.12 As the Minister says, the messages in the draft Joint Report contain no surprises. 
We do not doubt that it can be useful for Member States to exchange ideas and 
experiences through the open method of coordination. But we see no reason to depart 
from our doubts about the value of the annual Joint Reports. We shall be interested to 
see what discernible effect, if any, the Joint Report for 2007 has on the discussion at, 
and Conclusions of, the next meeting of the European Council. Meanwhile, we have no 
questions to put to the Minister and see no need to keep the document under scrutiny.  

 



32    European Scrutiny Committee, 8th Report, Session 2006–07 

 

8  European Union Special Representative in Macedonia 

(28302) 
— 
— 

Council Joint Action appointing the European Union Special 
Representative in the former Yugoslav Republic of Macedonia 

 
Legal base Articles 14, 18.5, and 23(2) EU; QMV 
Department Foreign and Commonwealth Office  
Basis of consideration EM of 25 January 2007 
Previous Committee Report None; but see (27248) — HC 34–xix (2005–06) para 

12 (15 February 2006) and (26896) — : HC 34–v 
(2005–06) para 42 (12 October 2005) 

To be discussed in Council 15 February 2007 Justice and Home Affairs Council 
Committee’s assessment Politically important  
Committee’s decision Cleared  

Background 

8.1 EU Special Representatives (EUSR) are the face of Common Foreign and Security 
Policy (CFSP) where the Council agrees that an additional EU presence on the ground is 
needed to deliver the political objectives of the Union. 

8.2 On 12 October 2005, the previous Committee considered a Joint Action setting out the 
mandate for the appointment of a new EUSR for an initial four month period. In his 
Explanatory Memorandum of 7 October 2005, the then Minister for Europe explained that, 
although technical pre-accession issues were becoming increasingly prominent, Macedonia 
remained vulnerable to extremism, stability was fragile and it faced a number of challenges 
over the next 6–12 months including possible spillover from Kosovo final status 
discussions and the implementation of a sensitive decentralisation agenda — one of the key 
aspects of the Ohrid Framework Agreement (the peace settlement that brought to an end 
the inter-ethnic conflict of 2001 in Macedonia by addressing ethnic Albanian grievances). 
The Police Mission EUPOL Proxima’s mandate did not expire until December 2005 and 
required continued political direction. In light of these factors, the Joint Action set out a 
mandate that aimed to establish and maintain close contact with the government of 
Macedonia and with the parties involved in the political process; in particular, the EUSR 
would offer advice and facilitation in the implementation and sustainability of the Ohrid 
Framework Agreement and on practical aspects of decentralisation and give political 
direction to the Police Mission, EUPOL Proxima, and ensure effective coordination within 
EU bodies and with the International Community in Macedonia. He went on to say that 
there remained a need for continued external support offering classic mediation between 
different groups, including on security issues, in which the EUSR was the primary delivery 
mechanism, and related the appointment to the imminent presentation of the 
Commission’s opinion on Macedonia’s EU membership application. 



European Scrutiny Committee, 8th Report, Session 2006–07    33 
 

 

8.3 In a separate letter of 7 October 2005, the Minister explained a proposal to appoint the 
head of the European Commission delegation as the EUSR in Macedonia. After reiterating 
the main points in his Explanatory Memorandum, the Minister said: 

“Given both the stabilisation and integration challenges as set out above, the Council 
Secretariat and Commission have proposed a ‘personal union’ of the EUSR and the 
Head of the European Commission Delegation for an initial period of 4 months (one 
individual to head up both offices). The new joint EUSR/Head of Delegation will 
continue to report to, and be instructed by, the Council on CFSP issues but will be 
responsible to the Commission for areas of Community competence. 

“This arrangement offers a practical, pragmatic and cost effective solution to the 
specific requirements of Macedonia at this time. Having one individual heading up 
both offices will ensure that the Macedonian authorities receive one authoritative 
message on both security and integration issues. However, as we would want to 
consider the merits of any possible future proposal for such an arrangement on its 
own terms, we have secured a Declaration to accompany the Joint Action. This 
highlights that this proposal is an exceptional measure and does not set a model for 
the appointment of future EUSRs. Importantly, the declaration also notes the 
Council’s primacy in CFSP by stating the Council and Commission’s agreement that 
the EUSR will take instructions from the Council on CFSP, with no caveats or 
exceptions”. 

8.4 We understood the “business case” for the proposal in this instance, and were content 
to clear it on the basis put forward by the Minister — “an exceptional measure [which] 
does not set a model for the appointment of future EUSRs”. But we asked him, in good 
time before the proposed mandate renewal, to let us know how it had worked in practice 
and to confirm that there were no endeavours to extend the arrangement in Macedonia or 
elsewhere.28 

8.5 The Minister wrote on 27 January 2006, with information and argumentation that he 
repeated in his 1 February 2006 Explanatory Memorandum, about a 12 month extension of 
this arrangement, which was essentially the same as in his earlier Explanatory 
Memorandum. He said there remained a strong case for maintaining an EUSR function in 
Macedonia. There had been encouraging progress towards EU norms since 2001, which 
had been rewarded with candidate status at the December 2005 European Council. 
However security and stability in Macedonia could not be taken for granted. Challenges 
included ensuring continued implementation of the Ohrid Framework Agreement; 
overseeing the transition from PROXIMA via EUPAT29 to Commission-led policing 
projects; and crucially, monitoring the possible effects in Macedonia of the Kosovo Final 
Status Process. There therefore remained a need for continued external support offering 
classic mediation between different groups including on security issues, with the EUSR 
(Mr Ervan Fouere) as the primary mechanism for delivering this support. While Mr 
Fouere had only been in post for 3 months, the arrangements are working well on the 

 
28 See headnote. 

29 The EU police advisory team (EUPAT) that followed the termination on 14 December 2005 of the mandate of the EU 
Police Mission PROXIMA, launched on 15 December 2003; EUPAT includes around 30 police advisers and supports 
the development of an efficient and professional police service based on European standards of policing. 
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ground. The messages that Mr Fouere had delivered as EUSR in the period leading up to 
and after the European Council’s decision to grant Macedonia candidate status were both 
clear and unambiguous; he had also played an important role in establishing the new 
EUPAT arrangements and overseeing the implementation of the Ohrid Framework 
Agreement. 

8.6  Our principal concern was not so much the “business case”, which we continued to 
find acceptable, but about the implications. Given the overall situation in the Western 
Balkans and the “Near Neighbourhood”, it was not difficult to envisage other cases arising 
in which the common sense answer was to combine in one office and person the delivery 
of assistance and of the political objectives of the Union, notwithstanding their separate 
Treaty bases — the former delivered by the Commission under Titles XX and XXI of TEC 
and the latter under Title V TEU. The question in our mind was: would a good business 
case endanger that separation and in effect pave the way for the de facto introduction of a 
controversial component of the draft Constitutional Treaty, with its proposals for ending 
such distinctions via a single EU Foreign Minister and EU External Action Service? 

8.7 The then Minister for Europe gave evidence to the Committee on this and other 
matters on 8 February 2006.30 We asked him three specific questions: 

1) Why does the Government think that a double-hatted EU Special Representative is 
the right answer in Macedonia? 

2) If Macedonia, why not elsewhere, when the EU and the Commission are both 
engaged in political work and technical assistance?  

3) Is not this effectively the introduction of a central component of the foreign policy 
elements of the Constitutional Treaty? 

8.8 We again attach the discussion on these points at Annex 1. In the light thereof, we said 
that we were prepared to accept the extension of this mandate on the present basis. But, as 
the Minister pointed out, even if there were no concrete proposals on the table, at least 
some Member States had “been looking at the possibility of this providing a model for 
other areas, in particular in Bosnia and Kosovo, where there is a similar congruence of 
Commission responsibilities and Council responsibilities”. He said that any such proposal 
would need to be judged very carefully on the basis of the individual circumstances, and 
that he would “be looking for, if we were to reach the choice that it was an effective 
response to the challenges we faced, exactly the same type of assurances that we secured at 
the time of the mandate being written”. We noted that if and when any such proposal is 
put to us, we should be looking for the same assurances too. 

The Joint Action  

8.9 As with the other European Union Special Representatives (considered elsewhere in 

 
30  Oral evidence taken before the European Scrutiny Committee on 8 February 2006, HC 909-i (2005-06) 
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this Report),31 a decision is now required on whether to extend Mr Fouere’s mandate for a 
further 12 months. 

The Government’s view 

8.10  In his 25 January 2007 Explanatory Memorandum, the Minister for Europe at the 
Foreign and Commonwealth Office (Mr Geoffrey Hoon) supports the extension of the 
mandate for another 12 months. He recalls the “encouraging progress towards EU norms 
since 2001” and the award of candidate status at the December 2005 European Council, but 
says that security and stability in Macedonia still cannot be taken for granted and remains 
of the view that there is still a strong case for maintaining an EUSR function in Macedonia. 
He continues as follows: 

“Our concerns about the security situation in Macedonia have increased since the 
parliamentary elections in July last year. Tensions surrounding post-election 
coalition building (which saw the largest ethnic Albanian party, DUI, excluded from 
the government coalition) have demonstrated that inter-ethnic relations are still 
volatile and stability cannot be taken for granted. External factors such as the Kosovo 
Final Status process and the planned return from The Hague of four sensitive 
International Criminal Tribunal for the former Yugoslavia (ICTY) cases could also 
have a destabilising effect. There remains a risk that the security situation could 
deteriorate without much warning. There is therefore a need for continued external 
support offering classic mediation between different groups including on security 
issues. The EU Special Representative is the primary mechanism for delivering this 
support.  

“We judge that the double-hatting of the EU Special Representative also as the 
Commission Head of Delegation has continued to work well on the ground. 
Enabling the EU to speak with one voice has proved effective at difficult times, for 
example in the run up to the elections in July and during the volatile post-election 
coalition building phase. When the Council appointed Mr Fouere as a double-hatted 
Head of Delegation and EU Special Representative in 2005, it adopted a declaration 
stating that the appointment did not set a precedent. This declaration will be 
repeated if the Council agrees to extend the appointment for a further 12 months”. 

Conclusions 

8.11  The further instances where some sort of double-hatting seems most likely to be 
proposed continue to be in Kosovo, in the context of whatever arrangements emerge 
from the Final Status process, and in Bosnia and Herzegovina. At present, the timing in 
each instance remains uncertain. However, as and when any Joint Action on these 
matters does emerge, we shall be looking for the same assurances as hitherto and 
remain likely to recommend the proposals for debate. 

8.12 In the meantime, we clear the document. 

 
31 See para 10 below. 
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Annex: Extract from Minutes of Evidence taken on 8 February 2006  

Witnesses: Rt Hon Douglas Alexander, a Member of the House, Minister for Europe, 
Foreign and Commonwealth Office, Mr Tim Barrow, Deputy Political Director and 
Assistant Director of EU (External), Mr David Frost, Deputy Director of EU (Internal), 
and Ms Karen Pierce, Head of Eastern Adriatic Department, Foreign and Commonwealth 
Office, gave evidence. 

Q1  Chairman: Minister, welcome. We are delighted to see you at the European 
Scrutiny Committee again. We have a fair bit we want to cover with you so we will kick 
off. We might perhaps discuss European Scrutiny and Defence Policy and CFSP more 
generally later on. First, why does the Government think that a double-hatted EU 
Special Representative is the right answer in Macedonia? 
Mr Alexander: Firstly, with your permission, Chairman, if I could just introduce the 
co-witnesses supporting me in this appearance today. I have David Frost, who is the 
Director of European Union within the Foreign Office, and Karen Pierce, who is the 
leader of the Balkans Team, and Tim Barrow, who deals with external European 
matters. In terms of double-hatting, you will be familiar, of course, with the 
correspondence and I have taken careful note of the letter that the Committee has sent 
back to me. Firstly, I would say that the view that we articulated, I articulated, in my 
letter to you earlier last year, holds good, that we do not regard this as a general 
principle but rather the specific circumstances meriting consideration. I took careful 
note of the point that, in turn, you replied, that you would be keen to have this 
discussion if we were to extend the remit of double-hatting. The reason for the 
extension, firstly, is that the timing of the arrangement for the individual in question fell 
at a point only four months prior to the normal period of renewal for Special 
Representatives, so the sole significance of writing to you at this stage is the fact that the 
mandate runs out at the end of February. Our experience and our discussions with 
others lead us to believe that it has been an effective approach that has been taken on the 
ground. That being said, I enquired very carefully with officials, when evidence came to 
us of the need to renew this mandate and the choice was given to me, as to the basis on 
which this could be differentiated from other situations with other Special 
Representatives. Firstly, I think it is worth bearing in mind that the Balkans do represent 
particular challenges to us, which are themselves distinctive. It is hard to think of 
another area where there is the intergovernmental aspect of the European Union work 
sitting alongside so closely the Commission’s work, in terms of supporting other efforts 
within the Balkans, and the particular status of Macedonia therefore I think merits 
particular consideration. In terms of the effectiveness on the ground, we do believe that 
the provisions that we secured in terms of the terms of reference for the initial 
appointment were justified, and continue to be justified, and we would be looking for 
similar assurances in terms of the extension. We believe that provided adequate 
protection to our interests, in terms of the intergovernmental nature of the Council’s 
business, and would avoid the kind of potential concerns as to confusion of lines of 
accountability between the areas of responsibility reporting upwards to the Commission 
and the areas of responsibility reporting upwards to the Council. 
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Q2  Jim Dobbin: The Chairman mentioned Macedonia specifically. If Macedonia, why 
not elsewhere, when the EU and the Commission are both engaged in political work and 
technical assistance? Could you elaborate on that? 
Mr Alexander: We have got no concrete proposals for other, similar situations, in terms 
of double-hatting. I am aware that some Member States have been looking at the 
possibility of this providing a model for other areas, in particular in Bosnia and Kosovo, 
where there is a similar congruence of Commission responsibilities and Council 
responsibilities. My view on that, similarly to the view I expressed specifically in relation 
to Macedonia back earlier last year, was that those would need to be judged very 
carefully on the basis of the individual circumstances. Also that we would be looking for, 
if we were to reach the choice that it was an effective response to the challenges we faced, 
exactly the same type of assurances that we secured at the time of the mandate being 
written. 

Q3  Chairman: Is not this effectively the introduction of a central component of the 
foreign policy elements of the Constitutional Treaty? 
Mr Alexander: No. I can assure you, I looked at this very carefully, both when the 
original proposal came across my desk and then, subsequently, when I wrote to you 
seeking support for the continuation of the double-hatting arrangement in Macedonia. 
Firstly, it is based on existing Treaty provisions. Secondly, it does not anticipate the draft 
Constitutional Treaty. Thirdly, I think it can be very clearly distinguished from the 
External Action Service, on the basis that the External Action Service does require 
Treaty change and would service a Foreign Minister. There has not been Treaty change 
and there is not a Foreign Minister, so I think that explains the great care we took and 
worked hard to secure, in terms of the clear demarcation of responsibilities between the 
intergovernmental part of CFSP and the areas of work that this individual does to 
support the Commission in its efforts. 

Q4  Mr Cash: Am I right in saying that when you are dealing with joint actions, under 
what was originally the Maastricht Treaty, that then takes away the unanimity 
provisions in respect of activities that are taken within that sphere of joint action, and 
thereby you can operate thereafter by qualified majority vote? In respect of the question 
of the relationship to the Constitutional Treaty, I know it was intended that Javier 
Solana would become sort of the High Representative and with all the panoply of power, 
and no doubt glory, that you get from it. Nonetheless, in relation to our own concern, 
for example, about what is going on in Palestine, etc., Hamas was visited by Javier 
Solana, as I understand it, secretly. I just wonder on what basis he was entitled to do 
that, and did the Government take a view on it and, if so, was it authorised? 
Mr Alexander: Firstly, in terms of qualified majority voting, it does apply in this area, and I 
will ask Tim to share with you the specific reference in the Treaty that does bring it into 
operation. Specifically on the Macedonian double-hatting issue, I think it is only fair to be 
clear with the Committee that we did become convinced of the arguments that were put to 
us last year, that it made sense, in the specific circumstances of Macedonia, to have this 
arrangement, and therefore it was not for us a policy disagreement with others, we were 
looking for assurances in terms of how it would operate in practice. In terms of the High 
Representative, he does have continuing responsibility to the General Affairs Council, but 
you are right in recognising that he would have had different responsibilities had the 
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Constitutional Treaty come into force and been ratified. I am not familiar with the exact 
basis on which he travelled to the Middle East that you refer to; if you want to provide me 
with the specific meeting dates in question, of course I will make sure that an answer is 
facilitated to you. I can assure you that Javier Solana, probably more than anybody else in 
the European Union, is only too acutely aware that the Constitutional Treaty has not been 
ratified and therefore his job has not changed. 

 
 
 

9  Chemical Weapons 

(28303)  
— 
—  

Joint Action to support the Organisation for the Prohibition of 
Chemical Weapons under the EU strategy against the proliferation of 
Weapons of Mass Destruction 

 
Legal base Article 14 and 23.2 EU; QMV 
Department Foreign and Commonwealth Office  
Basis of consideration EM of 25 January 2007 
Previous Committee Report None; but see HC34–xxxvi (2003–04) para 3 (10 

November 2004) 
To be discussed in Council 12 February 2007 General Affairs and External 

Relations Council  
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

9.1 The EU Policy on Proliferation of Weapons of Mass Destruction (the EU WMD 
Strategy) follows on from the Thessaloniki European Summit declaration on WMD 
proliferation. The EU WMD Strategy was endorsed by the Council on 12 December 2003.  

9.2 It responds to the judgement in the European Security Strategy “A Secure Europe In A 
Better World” of 8 December 2003 (likewise endorsed), which identified WMD 
proliferation as the biggest of the new security threats faced by the EU32 and noted that “the 
most frightening scenario is one in which terrorist groups acquire weapons of mass 
destruction. In this event, a small group would be able to inflict damage on a scale 
previously possible only for States and armies”.  

9.3 The Action Plan of the Strategy envisages “enhancing political, financial and technical 
support to verification regimes”.  

9.4 The Chemical Weapons Convention (CWC) aims to ban an entire category of WMD 
in a verifiable manner. The Organisation for the Prohibition of Chemical Weapons 

 
32 Along with terrorism, regional conflicts, failing states and organised crime.  
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(OPCW) is the multilateral institution which pursues the objectives of the CWC. The Joint 
Action that our predecessors cleared on 10 November 200433 provided for assistance to 
support the OPCW in its activities in the framework of the implementation of the EU 
strategy against Proliferation of WMD. The duration of the Joint Action was for 12 
months, with the intention of annual renewal thereafter.  

9.5 The Joint Action supported OPCW activities with the following objectives: 

— promotion of universality of the CWC; 

— support for full implementation of the CWC by all States Parties; and 

— international co-operation in the field of chemical activities, as accompanying 
measures to the implementation of the CWC. 

9.6 The EU focus is on the building of the capacity of National Authorities so as to enable 
them to implement the CWC and to engage in the peaceful application of chemistry. 
OPCW projects relevant to the EU Strategy were: 

— the promotion of the CWC by carrying out activities, including regional and sub-
regional workshops and seminars, aiming at increasing the membership of the 
OPCW by establishing and developing contacts with national representatives and 
highlighting the advantages and benefits of adhering to the CWC, as well as 
associated obligations; 

—  assistance and technical support on specific issues relevant to the preparation for 
accession to the Convention; 

— the provision of sustained technical support to States Parties that request it for the 
establishment and effective functioning of National Authorities and the enactment 
of national implementing legislation as foreseen in the CWC; and 

— international cooperation in the field of chemical activities through the exchange of 
scientific and technical information, chemicals and equipment for purposes not 
prohibited under the CWC, in order to contribute to the development of the States 
Parties’ capacities to implement the CWC.  

9.7 The Joint Action was renewed in November 2005 for a further twelve months. The 
proposal now is for a further twelve month renewal. 

The Joint Action 

9.8 In addition to the ongoing activities outlined above, this further support will provide 
and facilitate: 

— assistance and protection against chemical weapons by increasing the 
Organisation’s abilities to mobilise and coordinate international assistance. The 
activity will include technical visits to States Parties and training aimed at first 

 
33 See headnote. 
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responders involved in the field and development of emergency response to use of 
chemical weapons. A particular focus will be the North African region where 
currently no protective capacity against chemical weapons exists; 

— the updating of the scheduled chemicals database for verification purposes to 
improve the identification of chemicals and facilities for declaration purposes; 

— an Industry and Protection Forum in the framework of the Tenth Anniversary of 
the Organisation for the Prohibition of Chemical Weapons and the entry into force 
of the Chemical Weapons Convention. The Forum will aim to build synergies and 
strengthen the collaborative framework between the chemical industry, the 
Organisation and National Authorities; and 

— support to visits to Chemical Weapons Destruction Facilities (CWDFs) and/or 
construction sites in the US and Russia, by Executive Council members who would 
otherwise be unable to participate, aimed at the consideration of progress and 
efforts made towards meeting the extended destruction deadlines. 

9.9 On the financial aspects, the Minister explains that the EU grant will continue to be 
managed in accordance with the EC procedures and rules applicable to the general budget 
of the European Union, with the Commission responsible for ensuring the EU 
contribution is implemented properly, and will continue to stipulate that the OPCW shall 
ensure visibility of the EU contribution. Funds will continue to be provided from the CFSP 
budget; on this occasion, the estimated cost is €1,744,700 (£1,178,851). The UK currently 
contributes approximately 18% into the CFSP budget; so the cost to the UK will be 
€314,046 (£212,193). 

The Government’s view 

9.10  In his 25 January 2007 Explanatory Memorandum, the Minister for Europe at the 
Foreign and Commonwealth Office (Mr Geoffrey Hoon) says that countering proliferation 
of Weapons of Mass Destruction is Strategic Priority 1 for the Foreign and Commonwealth 
Office, and that the work carried out by the OPCW continues to complement the UK’s 
work towards achieving full implementation of, and universal adherence to, the 
Convention by all States Party. He accordingly welcomes continuation of this Joint Action, 
which he says will continue to build on the work by the Organisation as it addresses the 
threats and possible use of chemical weapons. 

9.11 He notes that CWC membership continues to grow: in November 2004, before 
adoption of the first Joint there were 164 States Party; now there are 181 States; he believes 
that the EU’s funding has contributed to this increase. 

9.12  He says there has also been a concerted effort to bring States up to par in their 
national implementation of the obligations under the Convention; the OPCW Director-
General has noted that progress is being made, but that more needs to be done. 

9.13 Finally, the Minister says that the Organisation will continue to carry out assistance 
and protection programmes to improve national response programmes of Member States 
and establish effectively functioning regional protection networks.  
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Conclusion  

9.14  We have no questions to put to the Minister, and clear the document. But in view 
of the importance of the subject, we consider that a short Report to the House is 
appropriate. 
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peace process 
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Relations Council  
Committee’s assessment Politically important  
Committee’s decision Cleared, but further information requested  



42    European Scrutiny Committee, 8th Report, Session 2006–07 

 

Background 

10.1 EU Special Representatives (EUSR) are appointed to represent Common Foreign and 
Security Policy where the Council agrees that an additional EU presence on the ground is 
needed to deliver the political objectives of the Union. They were established under Article 
18 of the 1997 Amsterdam Treaty and are appointed by the Council. The aim of the EUSRs 
is to represent the EU in troubled regions and countries and to play an active part in 
promoting the interests and the policies of the EU.  

10.2 An EUSR is appointed by Council through the legal act of a Joint Action. The 
substance of his or her mandate depends on the political context of the deployment. Some 
provide inter alia a political backing to an ESDP operation, others focus on carrying out or 
contributing to developing an EU policy. All EUSRs carry out their duties under the 
authority and operational direction of the High Representative (Javier Solana). Each is 
financed out of the CFSP budget implemented by the Commission. Member States 
contribute regularly e.g. through seconding some of the EUSR’s staff members. 

10.3 In June 2005 the Political and Security Committee decided that EUSR mandates 
should in principle be extended for 12 months rather than the previous arrangement of 6 
months. This was put into effect in February 2006. The UK supported this proposal, as it 
enables extensions to be based on a more thorough reporting cycle. The renewed mandates 
now also ask EUSRs to prepare progress reports in mid-June and mandate implementation 
reports in mid-November.  

10.4 The activities of each of these seven Special Representatives in different regions of the 
world is helpfully summarised by the Minister for Europe (Mr Geoffrey Hoon) at the 
Foreign and Commonwealth Office in his 24 January 2007 Explanatory Memorandum. His 
comments on each one are in italics beneath the summary 

 Sudan  

10.5  Pekka Haavisto, a former Finnish Minister, was appointed EUSR for Sudan in July 
2005. He is mandated to ensure that the EU assists the Sudanese parties, the African Union 
and the UN in achieving a political settlement of the conflict in Darfur, including through 
the implementation of the Darfur Peace Agreement (DPA). He is also tasked with 
facilitating the implementation of the Comprehensive Peace Agreement (CPA), as well as 
facilitating the implementation of the Eastern Sudan Peace Agreement (ESPA), with due 
regard to the regional ramifications of these issues and to the principle of African 
ownership. He is also tasked with ensuring maximum effectiveness and visibility of the 
EU’s contribution to the AU Mission in Sudan (AMIS). 

The EU Special Representative for Sudan, Pekka Haavisto, has played an important 
role since his appointment, particularly during the Darfur Peace talks in Abuja, 
Nigeria, which led to the signing of the Darfur Peace Agreement in May 2006. Since 
then, Haavisto has taken an active role in pressing both the Sudanese government and 
Darfur rebels to accept and implement the agreement.  

The EU Special Representative has also had an active role in helping to implement both 
the Comprehensive Peace Agreement for Sudan, signed in January 2005, and the East 
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Sudan Peace Agreement signed in September 2006. The EU Special Representative also 
acts as an important channel of contact with the African Union. His work has led to a 
strengthening of the EU’s political role in the various peace processes under way for 
Sudan, in particular the Darfur crisis, and has helped ensure consistency in the EU’s 
work in Darfur and its overall political relations with Sudan.  

10.6 The Minister adds that the Sudan EU Special Representative’s mandate was renewed 
in July 2006 for six months in order for it to match the other EU Special Representative 
mandate cycles, the intention being to renew the mandate for twelve months in February 
2007. However, Mr Haavisto has decided to leave his post at the end of April 2007, so the 
Joint Action is therefore only being extended until then; once the identity of the new EU 
Special Representative is known, a new Joint Action will be submitted which extend the 
mandate until January 2008. 

South Caucasus 

10.7 Peter Semneby was appointed EUSR for the South Caucasus on 20 February 2006. He 
is tasked with: assisting Armenia, Azerbaijan and Georgia in carrying out political and 
economic reforms; preventing conflicts in the region and contributing to the peaceful 
settlement of conflicts, including through promoting the return of refugees and internally 
displaced persons; and encouraging and supporting further cooperation between States of 
the region, including on economic, energy and transport issues.  

10.8 His mandate was amended in 2005 to reflect the EU’s gradually developing approach 
to the vacuum left on the Georgian border with Chechnya, Dagestan and Ingushetia (in 
Russia) following the closure of the OSCE border monitoring mission in Georgia at the end 
of 2004. The EU Special Representative’s Office has been bolstered by a support team to 
provide the EU with reporting and a continued assessment of the border situation and to 
facilitate confidence-building between Georgia and the Russian Federation. The team 
assists the Georgian Border Guard and other relevant government institutions in Tbilisi. 
Additionally, it is mandated to follow-up on the reform of the criminal justice system, work 
which was started by the EU Rule of Law mission to Georgia in July 2004. 

The Government supports the EU’s closer engagement in this region, including the 
extension of the European Neighbourhood Policy to Armenia, Azerbaijan and Georgia 
and the recent adoption of European Neighbourhood Policy Action Plans with all three 
countries. The EU Special Representative will play a key role in supporting the three 
South Caucasus countries in implementing the reforms set out in their Action Plans 
over the coming year. While the EU does not have a direct role in the mechanisms 
seeking to resolve the frozen conflicts in the South Caucasus, the EU Special 
Representative’s mandate enables him to contribute effectively to the conflict resolution 
process wherever the EU can add value. 

Middle East Peace Process 

10.9 Marc Otte was appointed EUSR for the Middle East Peace Process on 14 July 2003. 
His mandate is based on the EU’s policy objectives which include a two-State solution with 
Israel and a democratic, viable, peaceful and sovereign Palestinian State living side-by-side 



44    European Scrutiny Committee, 8th Report, Session 2006–07 

 

within secure and recognised borders enjoying normal relations with their neighbours in 
accordance with UN Security Council Resolutions 242, 338, 1397 and 1402 and the 
principles of the Madrid conference. 

10.10 The EUSR offers advice and conveys the position of the EU to all parties, thereby 
contributing to the implementation of EU policy on the process as agreed by the Council of 
Ministers. He also represents the EU in meetings of the Quartet (UN, EU, Russia and the 
US) at Envoys level. 

The Middle East Peace Process remains at a crucial stage. Following Hamas’ election in 
January 2006, the international community — led by the Quartet — set out three 
principles that all members of a future Palestinian government must be committed to, 
and that future assistance to any new government would be reviewed by donors 
against these principles. The EU Special Representative has been a key player in the 
EU’s creative response to the political situation, so that our long-standing support of 
the Palestinian people can continue despite Hamas’ failure to accept the Quartet 
principles. The Commission introduced the UK-inspired Temporary International 
Mechanism (TIM) to address the needs of the Palestinian people. In 2006, €680 million 
was given by the EU to the Palestinians, the largest amount ever given in a single year. 
Of that, €200 million was transferred through the mechanism, providing assistance to 
the most vulnerable Palestinians. The EU Special Representative also has an integral 
role in the chain of command for the EU Border Assistance Mission (EUBAM), which 
is monitoring the border at Rafah. 

The EU Special Representative was the key figure in the European Security and 
Defence Policy Mission to support the Palestinian police (EUPOL COPPS). The 
purpose of the mission is to build the capacity of the Palestinian Civil Police. The 
mission was headed by the UK’s Jonathan McIvor, who was replaced in December 
2006 by another UK national, Colin Smith. 

Following the election of Hamas, EUPOL COPPS has focused its activity on assessing 
the Civil Police’s capacity and the needs of the wider criminal justice system and 
security sector. Scoping work for possible re-engagement in specific areas (should the 
politics change) also continues. A review of mission activity saw consensus amongst EU 
Member States that the mission should remain in place given its political significance 
and the importance of the EU being able to re-engage when the politics permitted. The 
UK hopes that the EU Special Representative will continue to promote security sector 
reform working with the US Security Co-ordinator, General Dayton. The Government 
judges that the role of the EU Special Representative remains an important tool of EU 
policy towards the Peace Process and therefore supports the renewal of the EU Special 
Representative’s mandate. 

Afghanistan 

10.11 Francesc Vendrell was appointed EUSR in Afghanistan on 25 June 2002. His 
mandate is to support the Afghan Government, the Special Representative of the Secretary-
General of the United Nations, Mr Koenigs, and to liaise with neighbouring and regional 
countries to achieve the implementation of the Union’s policy in Afghanistan. 
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The London Conference on Afghanistan (31 January — 1 February 2006) launched the 
“Afghanistan Compact” which marks a new phase in the international community’s 
engagement in Afghanistan. The Compact underlines continuing international support 
for Afghanistan, to develop increasing Afghan ownership of the process, to commit 
Afghanistan to clear timelines and benchmarks for progress, to deliver more effective 
international donor activity, and to ensure a continuing strong role for the UN. The 
European Commission is finalising a Country Strategy Paper for Afghanistan covering 
the period 2007–10. Conclusions adopted at the December 2006 European Council 
reaffirmed EU commitment to the reconstruction of Afghanistan, including through 
the possible deployment of a European Security and Defence Policy civilian mission in 
the field of policing with linkages to the wider rule of law. The role of the Special 
Representative will be central in driving the EU effort and ensuring the appropriate 
visibility for EU activity. 

Great Lakes 

10.12 Aldo Ajello was appointed EUSR for the African Great Lakes Region on 25 March 
1996. Mr Ajello has worked closely with the UN and the African Union and with the 
prominent African figures who are assisting the international community’s efforts. He 
maintains constant contact with the governments of the countries in the region. Although 
Mr Ajello himself will be stepping down at the end of the current term, the role of EUSR 
continues to be an important one in the Great Lakes. The EU is currently considering new 
candidates. 

10.13 The mandate of the EUSR will continue to reflect the EU Special Representative’s 
additional responsibilities in the chain of command of the European Security and Defence 
Policy Mission advising and assisting the Congolese authorities in security sector reform 
(EUSEC RD Congo) established in May 2005. It will be amended to take into account the 
new democratically elected government in the Democratic Republic of Congo (DRC).  

The EU Special Representative for the Great Lakes has been helpful in mediating 
between the Congolese parties and keeping pressure on all sides in order to complete a 
successful and historic election process. He has access at high levels. He has also played 
a role in trying to accelerate and co-ordinate international efforts to find a resolution to 
the problem of disarming the FDLR (Rwandan Hutu rebels resident in the Democratic 
Republic of Congo) and other foreign armed groups in the Democratic Republic of 
Congo. He pushed the Security Sector Reform agenda, and will be important in guiding 
the work of the EU’s future engagement on Security Sector Reform in the Democratic 
Republic of Congo. All of these are issues central to long-term stability in the country. 

The peace in Great Lakes region remains fragile and political challenges lie over the 
coming year. The EU has increasing influence in the region, through financial support 
and technical assistance and contributed massively to the elections. The EU Special 
Representative holds all of these European efforts together. The Government supports 
an extension for a further 12 months. 
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Moldova 

10.14 Adriaan Jacobovits de Szeged was appointed EUSR for Moldova on 23 March 2005. 
His mandate is focused on strengthening the EU’s contribution to the resolution of the 
Transnistria conflict in close coordination with the Organisation for Security and Co-
operation in Europe (OSCE). He also contributes to EU policy in other areas, including 
improving EU-Moldova relations, contributing to the strengthening of democracy and the 
rule of law, and assisting in the fight against trafficking of weapons, other goods and 
people. His role also complements the work of the European Commission’s office, which 
opened in Moldova in October 2005, including on implementation of the EU-Moldova 
European Neighbourhood Policy Action Plan. 

The appointment of Adriaan Jacobovits de Szeged as EU Special Representative for 
Moldova in March 2005 coincided with a period of relative progress in efforts to resolve 
the frozen conflict in Transnistria. Since his appointment, the EU Special 
Representative has contributed to maintaining the momentum by representing the EU 
for the first time as an observer in the Transnistria settlement talks (in October 2005). 
The EU Special Representative has also played a key role in implementing the EU’s 
Border Assistance Mission (EUBAM). The Mission aims to provide effective control of 
the Ukrainian-Moldovan border, particularly the Transnistrian segment. As the 
Transnistrian regime derives much of its income from smuggling across the Moldovan-
Ukrainian border, the Mission has put pressure on it for the first time. The replacement 
EU Special Representative will also continue to provide expert advice on Moldova’s 
progress against its European Neighbourhood Policy Action Plan. 

10.15 The Minister adds that Mr Jacobovits will step down as EUSR at the end of February 
2007, and that the Political and Security Committee EU plans to make a decision on his 
successor by the end of February. 

Central Asia 

10.16 The EU established a Special Representative for Central Asia in September 2005 to 
ensure coordination and consistency of external EU actions in the region. Jan Kubis, the 
former Secretary-General of the Organisation for Security and Co-operation in Europe, 
was appointed to this position. Mr Kubis resigned in July 2006 and Mr Pierre Morel was 
appointed in September 2006.  

10.17 His mandate is based on contributing to the strengthening of democracy, rule of law, 
good governance and respect for human rights and fundamental freedoms in Central Asia. 
It is also focused on enhancing EU effectiveness and visibility in the region, including 
through a closer coordination with other relevant partners and international organisations, 
such as the Organisation for Security and Co-operation in Europe. The mandate has been 
amended to allow the Special Representative to contribute to wider Common Foreign and 
Security Policy work on energy security, and to help develop bilateral energy cooperation 
with important producer and transit partners in Central Asia.  

The Government welcomed the creation of an EU Special Representative for Central 
Asia and the appointment of Jan Kubis in September 2005. Kubis had already 
established good contacts in each of the countries of the region as well as with other key 
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actors from Russia, the US and China. He had indicated a desire to work more closely 
with the EU Special Representative for Afghanistan during the next period of his 
mandate, which will be important in encouraging greater regional co-operation and 
hopefully ensuring a more co-ordinated EU approach. He resigned in July 2006 to 
become Foreign Minister of the Slovak Republic. Mr Pierre Morel was appointed EU 
Special Representative in September 2006. Mr Morel has travelled widely in the region. 
He has drafted a new EU Central Asia Strategy and contributed to EU discussions on 
policy towards the region.  

The EU Special Representative’s report on the situation in Uzbekistan in August 2005 
played a role in persuading EU partners that it was necessary to introduce restrictive 
measures on the country in response to their disproportionate response to unrest in the 
city of Andizhan. EU relations with Uzbekistan remained tense in 2006, but the EU 
Special Representative has provided an important channel for continued dialogue. 
Pierre Morel was able to visit Uzbekistan in Autumn 2006 which contributed to an 
improvement in EU-Uzbekistan relations. More broadly, the EU Special 
Representative will continue to provide a common focus for delivering EU messages not 
just on key human rights issues, but also on the benefits of regional co-operation and 
on potential EU co-operation and technical assistance in helping the region to address 
some of its shared socio-economic difficulties. The amendment also allows him to 
inform wider thinking on external energy relations. 

10.18  The UK currently pays approximately 18% into the CFSP budget, from which the 
costs of the EUSRs is met. The Minister says that the costs for 2007 will be: 

— EUSR Sudan: to be determined once a successor is known; 

— Great Lakes: €1,025,000 (£686,750);  

— Middle East: €1,700,000 (£1,139,000); 

— Afghanistan: to be agreed; 

— Moldova: €1,100,000 (£737,000);  

— Central Asia: €1,000,000 (£670,000);  

— South Caucasus: €3,120,000 (£2,090,400).  

Conclusion  

10.19 We are reporting the situation to the House because of the widespread interest in 
Common Foreign and Security Policy, of which the EU Special Representatives are a 
key component. Their activity illustrates vividly the breadth and depth of CFSP within 
a decade of its inception. All would appear to have a role to play; all seem to be doing a 
good job, within the bounds of the possible. We have no questions to put to the 
Minister at present.  

10.20 However, we note the likelihood of a European Security and Defence Policy 
civilian mission in Afghanistan, and of the drawing up of a Central Asia Strategy. The 
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former would, of course, be submitted in the normal way; we should be grateful if, 
when the time comes, the Minister’s Explanatory Memorandum would explain the 
Country Strategy Paper to which he refers (which we assume is the customary 
framework document within which Commission-led technical assistance is delivered) 
and how that mission fits into it. 

10.21 It is not clear what form the Central Asia Strategy will take and what the timescale 
is. However, we should be grateful if the Minister would tell us more about it at the 
appropriate stage, so that the House may be better informed of what is likely to be an 
increasingly important focus for both Member State and EU activity. 

 
 
 

11  Financial services 

(28103) 
16011/06 
COM(06) 729 

Commission Communication concerning the review of Directive 
94/19/EC on deposit guarantee schemes 

 
Legal base — 
Document originated 27 November 2006 
Deposited in Parliament 5 December 2006 
Department HM Treasury 
Basis of consideration EM of 15 December 2006 
Previous Committee Report None 
To be discussed in Council Not known 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

11.1 Deposit Guarantee Schemes (DGS) are a safety net for depositors, so that, if a credit 
institution fails, they would be able to recover at least part of their bank deposits. Directive 
94/19/EC requires Member States to ensure that there are one or more schemes in their 
territory.  

The document 

11.2 In this Communication the Commission presents its conclusions following a review of 
the functioning of the Directive and responding to concerns expressed by interested 
parties. The Commission concludes that many improvements to DGS can best be achieved 
in the short term without the need to change the existing Directive. It says a convincing 
case has still to be established as to whether a more fundamental change to the existing 
regulatory framework would be necessary in the longer term and whether the expected 
benefits would outweigh the costs. The Commission accepts that there is insufficient 
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evidence of tangible progress on broader safety net issues at the moment to be able to 
undertake changes aimed at addressing some of the more specific and fundamental 
shortcomings of the Directive. Legislative change will depend on ongoing work in other 
connected areas and on sufficient support from Member States and interested parties — in 
particular a clearer picture is needed of the division of supervisory responsibilities and, if 
necessary, more consistency in burden-sharing approaches in the event of a cross-border 
Community banking crisis. 

11.3 The Communication considers eleven matters: 

• definition of deposits, surveying the savings products covered by the Directive’s 
broad definition; 

• co-insurance, that is depositors bearing a percentage of losses themselves, for 
example the UK Financial Services Compensation Scheme pays for deposits, 100% 
of the first £2,000 and 90% of the next £33,000, to a maximum of £31,500; 

• “de minimis” clause, where very small deposits would not be reimbursed because 
the administrative costs would exceed the amount of reimbursement; 

• “topping up” arrangements — that is where a bank operates cross-border, and its 
home scheme does not offer sufficient protection for the foreign market, it would 
be necessary to increase the level of depositor protection it offers through 
membership of the host country’s DGS; 

• exchange of information requirements; 

• risk based contributions to DGS; 

• transferability or refundability of DGS contributions on moving schemes; 

• consumer information and advertising; 

• deadline for reimbursement of deposits; 

• pan-European or regional DGS; and 

• statistical obligations. 

The Commission says, in an annex to the Communication, that it intends in the short term 
non-legislative activity in relation to the first, fourth, fifth, sixth, eighth and ninth of these 
issues. The annex also sets a timetable for longer term activity in assessing whether any 
further legislative proposals might be necessary.  

The Government’s view 

11.4 The Economic Secretary to the Treasury (Ed Balls) comments that the 
Communication makes no legislative proposals, and where it does suggest regulatory 
changes, they are pragmatic and, in line with better regulation, non-legislative. He says that 
the Government’s policy on Deposit Guarantee Schemes was set out in its October 2005 
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document A Framework for Guarantee Schemes In the EU: A Discussion Paper.34 It has 
proposed a framework for action towards guarantee schemes at Community and Member 
State level: 

• strengthening financial services supervision — strengthening the supervisory 
framework, improving cooperation between financial supervisors in different 
countries and enhancing the crisis management framework; 

• designing appropriate guarantee schemes — providing adequate sectoral coverage, 
determining the scope of protection, determining adequate levels of protection and 
balancing the objective of ensuring appropriate consumer compensation while 
maintaining efficient and competitive markets; and 

• effective operation of guarantee schemes — ensuring effective governance of 
schemes, delivering compensation quickly and enhancing consumer awareness. 

11.5 The Minister says that: 

• adopting this framework would help to ensure effective, efficient consumer 
protection throughout the Community; 

• common core standards of protection for all Community consumers provide an 
important contribution to the future integration of financial markets in the 
Community; but 

• beyond these Member States should be free to determine issues such as additional 
levels of consumer protection and the funding of their guarantee schemes; and 

• it is vital that the outcome is fully consistent with the Community’s future strategy 
on financial services policy and work on enhancing supervisory cooperation. 

The Minister adds that greater dialogue and coordination across work on banking, 
insurance and investor compensation schemes is necessary to ensure the coherent and 
consistent application of principles across the Community guarantee scheme framework. 

Conclusion 

11.6 Effective Deposit Guarantee Schemes are important for the protection of 
depositors and we note both the Commission’s efforts to refine the present regulatory 
framework, commendably without immediate recourse to legislative proposals, and the 
Government’s own suggestions in this regard. We clear the present document, but will 
wish to scrutinise closely any legislative proposals that might emerge eventually.  

 
 
 

 
34 See http://www.fsa.gov.uk/pubs/other/eu_framework.pdf. 
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12  General Budget 2007 

(a) 
(27805) 
— 
— 
 
(b)  
(28238) 
5110/07 
SEC(06) 1776 

Draft General Budget of the European Communities for the financial 
year 2007 
 
 
 
 
Preliminary Draft Amending Budget No. 1 to the General Budget 
2007 

 
Legal base Article 272 EC; QMV; the special role of the European 

Parliament in relation to the adoption of the Budget is 
set out in Article 272 

Document originated (b) 20 December 2006 
Deposited in Parliament (b) 12 January 2007 
Department HM Treasury 
Basis of consideration (a) Minister’s letter of 22 January 2007  

(b) EM of 22 January 2007 
Previous Committee Report (a) HC 41–v (2006–07), para 13 (10 January 2007) 

(b) None 
Discussed in Council 
To be discussed in Council 

(a) 21 November 2006 
(b) Not known 

Committee’s assessment Politically important 
Committee’s decision (a) Cleared (decision reported 11 October 2006) 

(b) Cleared 

Background 

12.1 The Commission’s Preliminary Draft Budget (PDB) is the first stage in the 
Community’s annual budgetary procedure. We reported on the 2007 PDB in June 200635 
and it was debated in European Standing Committee on 11 July 2006.36 The second stage is 
the adoption by the ECOFIN Council of the Draft Budget (DB). The 2007 DB was adopted 
on 14 July 2006 and we reported on it in October 2006.37 The 2007 PDB and the 2007 DB 
form the basis of the adopted 2007 General Budget. In November 2006 we reported on the 
European Parliament’s first reading of the 2007 DB38 and earlier this month on further 
consideration by the Council and conciliation negotiations between the Council and the 

 
35 (27511): see HC 34–xxxi (2005–2006), para 2 (14 June 2006). 

36 Stg Co Deb, European Standing Committee, cols 3–26. 

37 See HC 34–xxxvii (2005–06), para 57 (11 October 2006). 

38 See HC 41–i (2006–07), para 19 (22 November 2006). 
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European Parliament,39 which were to be followed by adoption of the 2007 General Budget 
in mid-December 2006. 

The Minister’s letter 

12.2 The Economic Secretary to the Treasury (Ed Balls) writes now to inform us of the 
final outcome on the 2007 General Budget. The Minister says the European Parliament 
formally adopted the 2007 General Budget on 14 December 2006. The final outcome was 
in line with the agreement reached between the Council and European Parliament during 
conciliation on 21 November 2006. Overall, commitment appropriations40 were set at 
€126.55 billion (£87.85 billion) and payment appropriations41 were set at €115.50 billion 
(£80.18 billion), that is 0.99% of EU GNI. As for the numbers set by the adopted Budget, 
the Minister encloses with his letter tables, which we reproduce, helpfully setting out the 
euro and sterling figures for the six budget categories and showing how these compare with 
the numbers at the significant points during preparation of the Budget. The main changes 
between the Council’s second reading of the 2007 DB and the final outcome, as highlighted 
by the Minister, are set out in the following paragraphs. 

Heading 1a: Competitiveness for growth and employment 

12.3 This sub-heading consists predominantly of non-compulsory expenditure over which 
the European Parliament has the final decision. Commitment appropriations were set at 
€8.89 billion (£6.16 billion), €80 million (£55.54 million) higher than at the Council second 
reading, leaving a Financial Perspective margin of €50 million (£34.71 million). Payment 
appropriations were set at €7.07 billion (£4.91 billion), €305 million (£211.73 million) 
higher than at the Council second reading. The most significant increase to payment 
appropriations was for the 7th Framework Programme, which focuses on encouraging a 
cohesive European approach to research and development and for which funds were 
increased from €3.88 billion (£2.69 billion) to €4.03 billion (£2.80 billion).  

Heading 1b: Cohesion for growth and employment 

12.4 This sub-heading consists exclusively of non-compulsory expenditure. Commitment 
appropriations were set at €45.49 billion (£31.58 billion), €0.2 million (£0.016 million) 
higher than at the Council second reading, leaving a margin of €0.2 million (£0.016 
million). Payment appropriations were set at €37.79 billion (£26.24 billion), €425 million 
(£295 million) higher than at the Council second reading. The most significant increase to 
payment appropriations was made to the Structural Funds’ regional competitiveness and 
employment objective, for which funds were increased from €8.97 billion (£6.23 billion) to 
€9.33 billion (£6.48 billion). 

 
39 See headnote. 

40 Commitment appropriations are the total cost of legal obligations which can be entered into during a financial year 
for activities which will lead to payments in that and future financial years. 

41 Payment appropriations are the amount of money which is available to be spent during a financial year arising from 
commitments in the budgets for that or preceding financial years. 
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Heading 2: Preservation and management of natural resources 

12.5 This heading consists predominantly of compulsory expenditure over which the 
Council has the final decision. Commitment and payment appropriations are therefore 
largely unchanged from the Council second reading, at €56.25 billion (£39.05 billion) and 
€54.72 billion (£37.99 billion) respectively, leaving a margin of €2.10 billion (£1.46 billion).  

Heading 3a: Freedom, security and justice 

12.6 This sub-heading consists predominantly of non-compulsory expenditure. The 
European Parliament returned to a position similar to that it had adopted in its first 
reading. It set commitment appropriations at €624 million (£433 million), €62 million (£43 
million) higher than at the Council second reading and leaving a margin of €13.2 million 
(£9.16 million). Payment appropriations were set at €474 million (£329 million), €74 
million (£51.37 million) higher than at the Council’s first reading. The most significant 
increases for both commitment and payment appropriations were to programmes under 
the Freedom, Security and Justice instrument.  

Heading 3b: Citizenship 

12.7 This sub-heading consists predominantly of non-compulsory expenditure. As in the 
case of the previous sub-heading, the European Parliament returned to a position similar  
to that adopted in its first reading. It set commitment appropriations at €623 million (£432 
million), €35 million (£24.30 million) higher than at the Council second reading and 
leaving a margin of €13.40 million (£9.30 million). Payment appropriations were set at 
€703 million (£488 million), €54 million (£37.49 million) higher that at the Council second 
reading. For both commitment and payment appropriations, the most significant increases 
were to Community Actions and to Citizenship programmes related to enlargement.  

Heading 4: The EU as a global partner  

12.8 This heading consists of non-compulsory expenditure. Commitment appropriations 
were increased by €176.70 million (£122.67 million) to €6.58 billion (£4.47 billion), leaving 
a margin of €0.067 million (£0.047 million). The emergency aid reserve, which is additional 
to the commitment appropriations figure, was maintained at the level agreed at the 
Council second reading — €235 million (£163 million). Payment appropriations were 
increased by €173 million (£120.10 million) to €7.35 billion (£5.10 billion). For both 
commitment and payment appropriations the most significant increases were to the 
Development Cooperation and Economic Cooperation Instruments.  

Heading 5: Administration  

12.9 This heading consists of non-compulsory expenditure. The European Parliament 
returned to a position similar to that of its first reading. It increased both commitment and 
payment appropriations by €92.80 million (£64.42 million) to €6.94 billion (£4.82 billion). 
The most significant change was to the Commission’s budget which was increased by 
€82.20 million (£57.06 million) for both commitment and payment appropriations.  
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Heading 6 Compensation 

12.10 Commitment and payment appropriations of €444.50 million (£308.57 million) 
remained unchanged. 

The new document 

12.11 The Preliminary Draft Amending Budget at document (b) proposes a range of 
technical amendments to the Commission’s budget in the 2007 General Budget. The 
amendments cover such matters as aligning budget nomenclature with revised legal bases, 
reflecting changed treasury management procedures or moving a budget line placed under 
an incorrect budget heading. Although some require transfers between budget lines the 
amendments do not affect the overall amount of the 2007 General Budget. The 
amendments were part of those proposed in Amending Letter No 2/200742 during the 
budget discussions but were not formally adopted. The Commission intends to include the 
proposed modifications in the final published version of the 2007 General Budget in the 
Official Journal, which is scheduled for mid-March 2007. 

The Government’s view 

12.12 The Minister says that when the Commission’s 2007 PDB was published in May 
2006 the Government’s main objectives were to:  

• control budget growth;  

• maintain budget discipline;  

• ensure under Heading 4 (The EU as a global partner) that sufficient resources were 
allocated to the Common Foreign and Security Policy (CFSP), transitional support 
for countries affected by EU sugar regimes reforms, Iraq and Afghanistan;  

• ensure under Heading 5 (Administration) that staff proposals were based on 
genuine need and accommodated within the ceilings of the heading; and  

• ensure under Heading lb (Cohesion for growth and employment) that allocations 
were in line with implementation capacity. 

12.13 The Minister comments that, overall, the Government feels the adopted General 
Budget meets these objectives and that this is a good outcome for the UK. He says that: 

• budget discipline has been maintained by ensuring the budget is consistent with 
the inter-institutional ceilings; and 

• budget growth was contained as a level of payment appropriations was agreed that 
remained under 1% of EU GNI. The final payment appropriations were to 0.99% 
of GNI or 0.98% of GNI for the new EU of 27 Member States. 

12.14 The Minister continues with some more specific comments: 

 
42 (28049) 13288/06: see HC 41–i (2006–07), para 19 (22 November 2006). 
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• Heading 2 (Preservation and Management of Natural Resources) was reduced by 
around €1.00 billion (£0.69 billion) below the Commission’s original proposal, 
providing a more realistic budget overall; 

• Heading 5 (Administration) was reduced below the Commission’s original 
proposal by around €60 million (£41.65 million) for both commitment and 
payments appropriations, leaving a margin of €173 million (£120 million) for 
commitment appropriations. While the Government would like to have seen 
greater reprioritisation of the administration budget according to new EU 
priorities, the Commission has agreed to carry out a full screening exercise of 
personnel needs by 30 April 2007. This should help ensure better justification of 
future staffing needs and encourage reprioritisation of resources; 

• in relation to Heading 4 (EU as a global partner): 

— there is an allocation of €100 million (£69.42 million) of commitment 
appropriations for actions in Iraq, €17 million (£12.10 million) above the 
Commission’s original proposal; 

— an allocation of €661 million (£458.87 million) in commitment 
appropriations was secured for Asia, providing an extra €36 million (£24.99 
million) in addition to the Commission’s original proposal; 

— the CFSP commitment appropriation allocation was set at €159 million 
(£110.38 million), providing €86 million (£59.70 million) more than the 
European Parliament had allocated in its first reading and providing a level 
of funds necessary to meet increasing EU needs, such as for the impending 
operation in Kosovo; and 

— commitment appropriations for transitional support for countries affected 
by the sugar regime reforms were secured at €165 million (£114.54 million), 
the level initially proposed by the Commission; and 

• in relation to Heading 1a (Cohesion for growth and employment), the 
Government was successful in ensuring the European Parliament’s suggested 
further increases in commitment and payment appropriations were not adopted. 
The Government would have liked to see further reductions in this area, but a clear 
majority of Member States supported the allocation suggested by the 
Commission’s original proposal. 

12.15 As for the Preliminary Draft Amending Budget at document (b) the Minister says 
there are no new policy or financial implications arising from the proposals. 

Conclusion 

12.16 We are grateful to the Minister for this comprehensive account of the final 
outcome on the 2007 General Budget. 

We clear the Preliminary Draft Amending Budget at document (b). 
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Annex: Table 1 Financial Framework Ceiling, 2007 PDB, Council’s 2007 Draft Budget, 2007 EP 1st Reading, 2007 Council 
2nd Reading and 2007 Budget — € million 

2007 PDB Council’s 2007 Draft 
Budget 

2007 EP 1st Reading 2007 Council 2nd 
Reading * 

Budget 2007 Budget Heading 
 
 
EURO Million 

Financial 
Framework 

Ceiling CA PA CA PA CA PA CA PA CA PA 

1. Sustainable Growth 
1a Competitiveness for Growth & 
Employment 
     Margin 
1b  Cohesion for Growth and Management 
      Margin 

54,405 
8,918 

— 
45,487 

— 

54,283 
8,796 
121.9 

45,487 
0.4 

44,734 
6,944 

— 
37,790 

— 

54,269 
8,782 
135.8 

45,487 
0.4 

44,133 
6,768 

— 
37,365 

— 

54,324 
8,837 

81.2 
45,487 

0.2 

49,440 
9,541 

— 
39,899 

— 

54,775 
8,782 

136 
45,487 

0.4 

44,137 
6,767 

— 
37,365 

— 

54,855 
8,868 

50 
45,487 

0.2 

44,862 
7,072 

— 
37,790 

— 

2. Preservation and Management of Natural   
    Resources 
     Margin 

58,351 
 

— 

57,218 
 

1,133.0 

55,683 
 

— 

56,472 
 

1,879.9 

54,895 
 

— 

57,606 
 

744.9 

56,155 
 

— 

56,241 
 

2,110 

54,665 
 

— 

56,250 
 

2,101 

54,719 
 

— 
3. Citizenship, Freedom, Security and Justice 
     Freedom, Security and Justice 
     Margin 
     Citizenship 
     Margin 

1,273 
637 

— 
636 

— 

1,174 
571 

65.7 
603 

32.9 

1,106 
427 

— 
680 

— 

1,148 
561 

75.3 
587 

49.4 

1,049 
400 

— 
648 

— 

1,234 
619 

17.8 
615 

20.2 

1,185 
477 

— 
708 

— 

1,150 
562 

75.3 
588 

47.9 

1,050 
400 

— 
650 

— 

1,246 
624 

13.2 
623 

13.4 

1,177 
474 

— 
703 

— 
4. European Union as a Global Partner 

    Appropriation excluding EAR 
    Emergency Aid Reserve 
    Margin 

6,578 
 
 

— 

6,703 
6,468 

235 
110 

7,447 
 
 

— 

6,593 
6,359 

235 
220 

7,261 
 
 

— 

6,769 
6,534 

235 
44 

7,834 
 
 

— 

6,401 
6,636 

235 
177 

7,180 
7,180 

 
— 

6,578 
6,812 

235 
0.067 

7,353 
7,353 

— 
— 

5. Administration 
    Margin 

7,039 
— 

7,002 
112.7 

7,002 
— 

6,873 
290.3 

6,873 
— 

6,956 
158.6 

6,956 
— 

6,850 
265 

6,849 
— 

6,942 
173 

6,942 

6. Compensation 
    Margin 

445 
— 

445 
0.4 

445 
— 

445 
0.4 

445 
— 

445 
0.4 

445 
— 

445 
0.4 

445 
— 

445 
0.4 

445 
— 

TOTAL  
    Margin 
    Appropriations for payment as % of GNI   

128,091 
— 

 

126,824 
1,577 

 

116,418 
— 

0.99% 

125,799 
2,651 

 

114,656 
— 

0.98% 

127,335 
1,067 

122,016 
— 

1.04% 

125,587 
2,814 

 

114,329 
— 

0.97% 

126,551 
2,350 

115,497 
 

0.99% 

*  Final figures 
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Table 2 Financial Framework Ceiling, 2007 PDB, Council’s 2007 Draft Budget, 2007 EP 1st Reading, 2007 Council 2nd 
Reading and 2007 Budget — £ million 

2007 PDB Council’s 2007 Draft 
Budget 

2007 EP 1st Reading 2007 Council 2nd 
Reading * 

Budget 2007 Budget Heading 
 
 
Pound Sterling Million 

Financial 
Framework 

Ceiling CA PA CA PA CA PA CA PA CA PA 

1. Sustainable Growth 
1a Competitiveness for Growth & 
Employment 
     Margin 
1b  Cohesion for Growth and Management 
      Margin 

37,768 
6,191 

— 
31,577 

— 

37,683 
6,106 

84.6 
31,577 

0.0 

31,054 
4,821 

— 
26,234 

— 

37,674 
6,096 

94.3 
31,577 

0.0 

30,637 
4,698 

— 
25,939 

— 

37,712 
6,135 

56.4 
31,577 

0.14 

34,321 
6,623 

— 
27,698 

— 

38,025 
6,096 

94.4 
31,577 

0.3 

30,640 
4,698 

— 
25,939 

— 

38,080 
6,156 

35 
31,577 

0.1 

31,143 
4,909 

— 
26,234 

— 

2. Preservation and Management of Natural   
    Resources 
     Margin 

40,507 
 

— 

39,721 
 

787 

38,655 
 

— 

39,202 
 

1,305 

38,108 
 

— 

39,990 
 

517 

38,983 
 

— 

39,043 
 

1,465 

37,948 
 

— 

39,049 
 

1,459 

37,986 
 

— 
3. Citizenship, Freedom, Security and Justice 
     Freedom, Security and Justice 
     Margin 
     Citizenship 
     Margin 

884 
442 

— 
441.5 

— 

815 
396 

45.6 
419 

22.8 

768 
296 

— 
472 

— 

797 
389 

52.3 
407 

34.3 

728 
278 

— 
450 

— 

857 
430 

12 
427 

14 

823 
331.1 

— 
491 

— 

798 
390 

52.3 
408 

33.3 

729 
278 

— 
451 

 

865 
433 
9.1 

432 
9 

817 
329 

— 
488 

— 
4. European Union as a Global Partner 

    Appropriation excluding EAR 
    Emergency Aid Reserve 
    Margin 

4,566 
 
 

— 

4,653 
4,490 

163 
76.4 

5,170 
 
 

— 

4,577 
4,414 

163 
152 

5,041 
 
 

— 

4,699 
4,536 

163 
30.5 

5,438 
 
 

— 

4,444 
4,607 

163 
123 

4,984 
4,984 

 
— 

4,466 
4,729 

163 
0.047 

5,104 
5,104 

— 
— 

5. Administration 
    Margin 

4,886 
— 

4,861 
— 

4,861 
— 

4,741 
202 

4,741 
— 

4,828 
110 

4,828 
— 

4,755 
184 

4,755 
— 

4,819 
120 

4,819 
— 

6. Compensation 
    Margin 

309 
— 

309 
0.28 

309 
— 

309 
0.28 

309 
— 

309 
0.28 

309 
— 

309 
0.28 

309 
— 

309 
0.28 

309 
— 

TOTAL  
    Margin 
    Appropriations for payment as % of GNI   

88,921 
— 

88,041 
1,094.7 

80,817 
— 

0.99% 

87,300 
1,840 

79,564 
— 

0.98% 

88,395 
741 

84,703 
— 

1.04% 

87,182 
1,953 

 

79,367 
 

0.97% 

87,852 
1,631 

 

80,178 
— 

0.99% 
* Final figures 
CA = Commitment Appropriations;  PA = Payment Appropriations 
Figures may not add up exactly because of rounding 
Conversion rate as of May 2006 : £1 = €1.4405 and €1 = £0.69 
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13  Schengen Information System 

(a) 
(27707) 
5710/4/06 
REV 4 
— 
 
(b) 
(27937) 
5710/7/06 
REV 7 
— 
 
(c)  
(27706) 
5709/8/06 
REV 8 
— 
 
(d) 
(27936) 
5709/10/06 
REV 10 
— 

 
Draft Decision on the establishment, operation and use of the 
second generation Schengen Information System 
 
 
 
 
Revised draft of the proposed Decision 
 
 
 
 
 
Draft Regulation on the establishment, operation and use of the 
second generation Schengen Information System 
 
 
 
 
Revised draft of the Regulation 

 
Legal base (a) and (b) Articles 30(1)(a) and (b), 31(1)(a) and (b) 

and 34(2)(c) EU; consultation; unanimity 
(c) and (d) Articles 62(2)(a) and 66 EC; co-decision; 
QMV 

Deposited in Parliament (b) and (d) 25 October 2006  
Department Home Office 
Basis of consideration (b) and (d) EM of 8 November 2006; and Minister’s 

letters of 8 November 2006 and 23 January 2007; and 
Information Commissioner’s letter of 26 January 2007 

Previous Committee Report (a) and (c) HC 34–xxxvii (2005–06), para 24 (11 
October 2006) 
(b) and (d) None 

To be discussed in Council (b) 15–16 February 2007  
Committee’s assessment Politically important 
Committee’s decision (All) Cleared 

SIS I and II 

13.1 The main aim of the Schengen Convention of 1990 was to abolish checks at the 
borders between the signatory States while strengthening control of the external borders of 
the Schengen area. In addition, the Convention and subsequent measures contain 
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provisions on police and judicial cooperation for the detection and prosecution of serious 
cross-border crime. The collective name for the Convention and subsequent agreements is 
“the Schengen acquis”. The UK is not part of the Schengen area and does not participate in 
the immigration and border control provisions of the acquis, but it does participate in the 
provisions on police and judicial cooperation. 

13.2 The present Schengen Information System (SIS I) dates from 1995. It contains 
information about, for example, people wanted for arrest or extradition, third country 
nationals to be denied entry, missing persons, and stolen vehicles, firearms and other 
property. It comprises a central database and national databases. The system is capable of 
serving a maximum of 18 States.  

13.3 In 2001, the Commission was given a mandate to develop the second generation of the 
Schengen Information System (SIS II). The purpose of SIS II is to enable up to 30 States to 
participate in the System and to include biometric data in the information it holds. In 
addition to the Member States, Iceland, Norway and Switzerland will take part in SIS II. 

Why both a Decision and a Regulation are needed 

13.4 In May 2005, the Commission proposed a draft Decision on the police and judicial 
cooperation aspects of SIS II. It also proposed a draft Regulation on the immigration 
aspects. Separate measures are required because the legal bases for the provisions on police 
and judicial cooperation are in the EU Treaty, whereas the legal bases for the immigration 
provisions are in the EC Treaty.  

13.5 The UK is excluded from the Regulation because it does not take part in the 
immigration provisions of the Schengen acquis. But it has an interest in it because the draft 
Decision and the Regulation have common provisions on matters such as the purpose, 
scope, architecture, management and security of SIS II. 

13.6 In addition to those common provisions, the draft Decision includes specific 
provision on the information which may be entered in SIS II about people wanted for 
arrest, extradition, or appearance as witnesses in criminal proceedings and about the 
surveillance of people or objects (such as stolen vehicles, identity papers, money or 
firearms).  

13.7 In addition to the common provisions, the Regulation specifies the conditions on 
which information may be entered in SIS II about third-country nationals to be refused 
entry or stay in the territory of the Member States and contains provisions about access to 
the data and the retention, processing and protection of the information.  

Previous scrutiny of documents (a) and (c) 

13.8 We have considered successive revisions of the draft Decision and Regulation, 
culminating in our scrutiny of documents (a) and (c) in October.43 The Government told 
us that it was broadly content with both drafts. We kept the documents under scrutiny 

 
43 See headnote. 
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pending receipt of the Information Commissioner’s views on the data protection 
provisions. 

Documents (b) and (d) 

13.9 The documents have been further amended to take account of both the views of the 
European Parliament and negotiations in the Council.  

13.10 In her Explanatory Memorandum of 8 November, the Parliamentary Under-
Secretary of State at the Home Office (Joan Ryan) explains the effect of the amendments 
and tells us that the Government is content with the revised texts.  

The opinion of the Information Commissioner 

13.11 During our scrutiny of previous draft of the Decision and Regulation, we asked the 
Minister to obtain, and pass to us, the views of the Information Commissioner on the data 
protection provisions. In her letter of 8 November 2006, the Minister told us that the 
Commissioner had not provided the Home Office with comments. But she said that he had 
given written evidence to the European Union Committee of the House of Lords and she 
commented on that evidence. 

13.12 We decided to issue a direct invitation to the Information Commissioner to give us 
his opinion. In his reply of 26 January, the Commissioner tells us that the evidence he gave 
to the European Union Committee continues to reflect his views on the documents. He 
also tells us that he took part in the discussion leading to the drawing up of the opinion of 
the Joint Supervisory Authority on the drafts of the Decision and Regulation. (The Joint 
Supervisory Authority comprises the national supervisory authorities and has oversight of 
SIS I.) The opinion includes detailed comments on the drafts and the Commissioner has 
endorsed them.  

13.13 He emphasises that his main concern is about the need to minimise complexity and 
provide consistency for data subjects and the authorities which process personal data. His 
concern arises from the fact that processing of the data held by and for SIS II, would be 
subject to four separate pieces of European legislation: 

• the immigration-related data will be subject to the Data Protection Directive 
1995,44 supplemented by 

• the SIS II Regulation; and 

• the data related to police and judicial cooperation in criminal matters would be 
subject to the proposed Data Protection Framework Decision,45 supplemented by 

• the draft Decision on SIS II.  

13.14  The 1995 Directive was made under the EC Treaty. It does not apply, therefore, to 
police and judicial cooperation in criminal matters for which the legal base is provided by 

 
44 Directive 95/46/EC: OJ No. L 281, 23.11.95, p.35. 

45 (26911) 13019/05: see HC 34–x (2005–06), para 5 (16 November 2005). 



European Scrutiny Committee, 8th Report, Session 2006–07    61 
 

 

the EU Treaty. The purpose of the proposed Framework Decision is to give personal data 
processed in the course of police and judicial cooperation in criminal matters similar 
protection to that provided by the 1995 Directive. 

13.15 The Commissioner comments that he and the European Data Protection Supervisor:  

“have made clear that the early adoption of a framework decision bringing data 
protection safeguards to third pillar areas that are similar to those provided for under 
Directive 95/46/EC in the first pillar, is essential to cater for developments like SIS II. 
The Commissioner is strongly of the view that establishing an appropriate Data 
Protection Framework Decision should be pursued by the current German 
Presidency as a matter of priority.” 

13.16 In conclusion, the Information Commissioner tells us that: 

“The continued absence of the proposed Data Protection Framework Decision with 
appropriate safeguards and provisions consistent with Directive 95/46/EC is a major 
concern. If such an instrument were to be put in place a more coherent and 
understandable legal framework would exist. This is essential if individuals are to 
understand and use their legal rights and if relevant organisations are to understand 
and give effect [to] their data protection obligations.”  

The Minister’s letter of 23 January 2007  

13.17 The Minister’s letter informs us that the SIS II Regulation was adopted by the 
Council in December. The Regulation will not apply to the UK and the Government took 
no part in its adoption. She also tells us that the draft Decision may be put to the Justice 
and Home Affairs Council for adoption at its meeting on 15–16 February.  

13.18 At present, the UK and three other Member States have Parliamentary reserves on 
the document. The other three hope to have lifted them by February. The Minister says 
that: 

“The Government would be extremely reluctant to be the cause of further delay in 
the adoption of the Decision, given the considerable political importance attached to 
timely implementation of the SIS II by the Government and many of our European 
partners. Further delay to the legislative process would also very possibly lead to 
delay to the technical project, which would have financial implications for the UK. 
Therefore the Government feels that it would not be appropriate to vote against the 
adoption of this measure if the Presidency seeks adoption of this measure at the 
February JHA Council.” 

Conclusion 

13.19 We are grateful to the Minister and the Information Commissioner for their 
helpful and constructive comments. 

13.20 We sympathise with the Commissioner’s concern that processing of the SIS II 
personal data will be subject to four separate European legislative measures. We agree 
that this increases the risk of inconsistency, complexity and confusion. It is the case, 
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however, that while the legal base for Community action on immigration is in the EC 
Treaty and the legal base for Union action on police and judicial cooperation in 
criminal matters is in the EU Treaty, separate legislation on data processing for those 
purposes is unavoidable. We wholly agree with the Commissioner, therefore, on the 
desirability of consistency between the provisions of the 1995 Decision and those of the 
proposed Framework Decision; and we shall have that aim in mind in scrutinising the 
latter. 

13.21 We are content, in the light of the information we have received from the 
Minister and the Commissioner, to clear the draft Decision (document (b)).  

13.22 We clear the Regulation (document (d)) because it does not apply to the UK and 
was adopted in December. We also clear the earlier drafts of the Decision and 
Regulation — documents (a) and (c) — because they have been superseded. 
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14  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 

(28160) 
16481/06 
COM(06) 767 
+ ADD 1 

Commission Report on the implementation of directive 94/62/EC on 
packaging and packaging waste and its impact on the environment, 
as well as on the functioning of the Internal Market. 

(28180) 
16902/06 
COM(06) 798 

Draft Council Regulation opening tariff quotas for imports into 
Bulgaria and Romania of raw cane sugar for supply to refineries in 
the marketing years 2006/2007, 2007/2008 and 2008/2009. 

(28186) 
16953/06 
COM(06) 838 

Commission Report on the experience acquired on the 
implementation of Directive 98/58/EC on the protection of animals 
kept for farming purposes. 
 

(28224) 
5160/07 
COM(06) 864 

Draft Regulation on the submission by Member States of statistics on 
aquaculture. 

Foreign and Commonwealth Office 

(28100) 
16313/06 
— 

Report on the annual accounts of the Translation Centre for the 
Bodies of the European Union for the financial year 2005 together 
with the Centre's replies. 

(28211) 
5451/07 
COM(06) 724 

Commission Communication on the general approach to enable ENP 
partner countries to participate in Community agencies and 
Community programmes. 

(28243) 
5233/07 
COM(06) 867 

Draft Council regulation amending Council Regulation (EC) No 
601/2004 of 22 March 2004 laying down certain control measures 
applicable to fishing activities in the area covered by the Convention 
on the conservation of Antarctic marine living resources and 
repealing Regulations (EEC) No 3943/90, (EC) No 66/98 and (EC) No 
1721/1999. 
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Department of Trade and Industry 

(28179) 
16891/06 
COM(06) 793 

Draft Council Decision authorising the Republic of Slovenia to ratify, 
in the interest of the European Community, the Protocol of 12 
February 2004 amending the Paris Convention of 29 July 1960 on 
Third-Party Liability in the Field of Nuclear Energy. 

(28213) 
5321/07 
COM(06) 831 

Commission Report on the application of the Council Regulation (EC) 
No.994/98 of 7 May 1998 regarding the application of Articles 87 (ex-
Article 92) and 88 (ex-Article 93) of the EC Treaty to certain categories 
of horizontal State Aid, pursuant to Article 5 of this Regulation. 

(28216) 
5216/07 
COM(06) 853 

Commission Report on the operation of the provisions of Directive 
2003/88/EC applicable to offshore workers. 

(28217) 
5390/07 
COM(06) 865 

Commission Communication on the Financial Perspectives of the 
Office for Harmonisation in the Internal Market (Trade Marks and 
Designs). 

Department for Transport 

(28223) 
5262/07 
COM(06) 863 

Commission Communication on cooperation in the field of accidental 
or deliberate marine pollution after 2007. 
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Formal minutes 

Tuesday 30 January 2007 

Members present: 

Mr Michael Connarty, in the Chair 

Mr David S Borrow 
Ms Katy Clark 
Mr Wayne David 
Nia Griffith 
Mr David Hamilton  
 

 Mr David Heathcoat-Amory 
Mr Jimmy Hood 
Mr Lindsay Hoyle  
Angus Robertson 
Mr Anthony Steen 
 

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 13 read and agreed to. 

Resolved, That the Report be the Eighth 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 7 February at 2.30 p.m. 



66    European Scrutiny Committee, 8th Report, Session 2006–07 

 

Standing order and membership 

The European Scrutiny Committee is appointed under Standing Order No.143 to examine European 
Union documents and— 
 
a) to report its opinion on the legal and political importance of each such document and, where it 

considers appropriate, to report also on the reasons for its opinion and on any matters of 
principle, policy or law which may be affected; 

b) to make recommendations for the further consideration of any such document pursuant to 
Standing Order No. 119 (European Standing Committees); and 

c) to consider any issue arising upon any such document or group of documents, or related matters. 

 
The expression “European Union document” covers — 
 
i) any proposal under the Community Treaties for legislation by the Council or the Council acting 

jointly with the European Parliament; 

ii) any document which is published for submission to the European Council, the Council or the 
European Central Bank; 

iii) any proposal for a common strategy, a joint action or a common position under Title V of the 
Treaty on European Union which is prepared for submission to the Council or to the European 
Council; 

iv) any proposal for a common position, framework decision, decision or a convention under Title VI 
of the Treaty on European Union which is prepared for submission to the Council; 

v) any document (not falling within (ii), (iii) or (iv) above) which is published by one Union 
institution for or with a view to submission to another Union institution and which does not 
relate exclusively to consideration of any proposal for legislation; 

vi) any other document relating to European Union matters deposited in the House by a Minister of 
the Crown. 

 
The Committee’s powers are set out in Standing Order No. 143. 
 
The scrutiny reserve resolution, passed by the House, provides that Ministers should not give 
agreement to EU proposals which have not been cleared by the European Scrutiny Committee, or on 
which, when they have been recommended by the Committee for debate, the House has not yet 
agreed a resolution. The scrutiny reserve resolution is printed with the House’s Standing Orders, 
which are available at www.parliament.uk. 

Current membership 

Michael Connarty MP (Labour, Linlithgow and East Falkirk) (Chairman) 
Richard Bacon MP (Conservative, South Norfolk) 
David S. Borrow MP (Labour, South Ribble) 
William Cash MP (Conservative, Stone) 
James Clappison MP (Conservative, Hertsmere) 
Katy Clark MP (Labour, North Ayrshire and Arran) 
Wayne David MP (Labour, Caerphilly) 
Jim Dobbin MP (Labour, Heywood and Middleton) 
Nia Griffith MP (Labour, Llanelli) 
David Hamilton MP (Labour, Midlothian) 
David Heathcoat-Amory MP (Conservative, Wells) 
Jimmy Hood MP (Labour, Lanark and Hamilton East) 
Lindsay Hoyle MP (Labour, Chorley) 
Angus Robertson MP (SNP, Moray) 
Anthony Steen MP (Conservative, Totnes) 
Richard Younger-Ross MP (Liberal Democrat, Teignbridge) 


