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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 
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document or covering an unofficial text. 

Abbreviations used in the headnotes and footnotes 
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EM Explanatory Memorandum (submitted by the Government to the 

Committee) 
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GAERC General Affairs and External Relations Council 
JHA Justice and Home Affairs 
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QMV Qualified majority voting 
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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. 
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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 
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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 
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1  Green Paper on a Common European Asylum System 

(28694) 
10516/07 
COM(07) 301 

Commission Green Paper on the future Common European 
Asylum System  

 
Legal base — 
Document originated 6 June 2007  
Deposited in Parliament 14 June 2007  
Department Home Office 
Basis of consideration EM of 13 July 2007  
Previous Committee Report None 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision For debate on the Floor of the House 

Origins of the Common European Asylum System 

1.1 In 1999, the European Council adopted a five-year programme of action on justice and 
home affairs (the Tampere Programme). It agreed to work towards establishing a 
Common European Asylum System, based on the full and inclusive application of the 
Geneva Convention. It said that: 

“This System should include, in the short term, a clear and workable determination 
of the State responsible for the examination of an asylum application, common 
standards for a fair and efficient asylum procedure, common minimum conditions 
of reception of asylum seekers, and the approximation of rules on the recognition 
and content of the refugee status … 

“In the longer term, Community rules should lead to a common asylum procedure 
and a uniform status for those who are granted asylum valid throughout the 
Union.”1 

1.2 The Council of Ministers subsequently adopted four Directives to establish common 
minimum standards. They are: 

• the Procedures Directive on minimum standards for Member States’ procedures 
for granting and withdrawing refugee status;2 

• the Qualification Directive on common minimum standards for the qualification 
and status of third country nationals or stateless people as refugees or as persons 
otherwise in need of international protection;3 

 
1 Tampere European Council, 15–16 October 1999, Presidency Conclusions, Annex A, paragraphs 14 and 15. 

2 Council Directive 2005/85/EC: OJ No. L 326, 13.12.05, p.13. 

3 Council Directive 2004/83/EC: OJ No. L 304, 30.9.04, p.12. 
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• the Reception Directive on minimum standards for the reception of asylum 
seekers;4 and 

• the Temporary Protection Directive on minimum standards for giving temporary 
protection in the event of a mass influx of displaced people and measures to 
promote a balance of effort between Member States in receiving such an influx.5 

1.3 In addition, the Council adopted two Regulations to determine which State should 
examine an application for asylum (Dublin II);6 and a Regulation on the creation and 
operation of a database of the fingerprints of asylum seekers (EURODAC).7 

1.4 In 2004, the European Council adopted a further five-year programme of action on 
justice and home affairs (the Hague Programme). It said that: 

“The aims of the Common European Asylum System in its second phase will be the 
establishment of a common asylum procedure and a uniform status for those who 
are granted asylum or subsidiary protection.”8 

The European Council invited the Commission, in the period up to 2010, to evaluate the 
legislation adopted in the first phase of the System, to propose further legislation to give 
effect to phase two and to present a study of the scope for joint processing of asylum 
applications by Member States inside and outside the EC. It also envisaged the eventual 
creation of a European Support Office to promote practical cooperation between Member 
States to implement the Common European Asylum System. 

1.5 Title IV of the EC Treaty provides the legal base for Community measures on asylum. 

The Green Paper 

1.6 In the Introduction to the Green Paper, the Commission says that, if the timetable set 
by the European Council is to be met, consultation on the future composition of the 
Common European Asylum System needs to proceed in parallel with the evaluation of the 
first phase legislation. In the Commission’s view, the goals for the second phase should be 
to achieve higher common standards of protection, greater equality of protection and more 
equitable sharing of the burden of dealing with asylum seekers. 

1.7 The Green Paper goes on to discuss: 

• possible matters for further legislation; 

• burden sharing; and 

• relations with third countries and international organisations. 

 
4 Council Directive 2003/9/EC: OJ No. L 31, 6.2.03, p.18. 

5 Council Directive 2001/55/EC: OJ No. L 212, 7.8.01, p.12. 

6 Council Regulation (EC) No. 1560/2003: OJ No. L 222, 5.9.03, p.3; and Council Regulation (EC) No. 343/2003: OJ No. L 
50, 25.2.03, p.1. 

7 Council Regulation (EC) No. 407/2002: OJ No. L 62, 5.3.02, p.1. 

8 European Council 4–5 November 2004, Presidency Conclusions, Annex I, page 17, final paragraph. 
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1.8 The Commission notes that the existing Directives establish minimum standards. They 
leave Member States wide discretion about, for example, whether and on what conditions 
an asylum seeker may seek employment; whether to give a person with “subsidiary 
protection” the same or less favourable treatment than “refugees”;9 in what circumstances 
asylum seekers should be kept in detention centres; and so on. The Green Paper poses 18 
questions about whether these minimum requirements should be replaced by mandatory 
common standards and about how to improve the treatment of asylum seekers. 

1.9 For example, the Green Paper asks: 

•  how a single procedure for assessing applications for both refugee status and 
subsidiary protection might be designed (at present, some Member States use one 
procedure to assess both types of application, while others examine applications for 
refugee status differently from applications for subsidiary protection); 

• what a “uniform status” — that is, identical rights — for refugees and persons with 
subsidiary protection might entail; 

• whether the Community should provide for mutual recognition of national asylum 
decisions; 

• whether protection responsibilities should be transferred to another Member State 
when the beneficiary of protection moves to that State from the State which 
granted him protection; 

• how to improve the identification, assessment and care of the most vulnerable 
asylum seekers, such as the victims of torture and of trafficking in human beings; 
and  

• what further measures might be taken to improve the integration of asylum 
seekers? 

1.10 The Green Paper also discusses the scope for greater practical cooperation between 
Member States. It mentions, for example, the possibility of common guidelines on the 
interpretation and implementation of the EC’s rules on asylum and of strengthening the 
arrangements for identifying best practice and disseminating it more widely. The 
Commission announces its intention to conduct a feasibility study of options for helping 
Member States cooperate and take joint action. The Green Paper invites views on the idea 
of establishing a European Support Office for this purpose. 

1.11 In the section on burden sharing, the Green Paper notes that a system will continue to 
be needed to decide which Member State should deal with an asylum application. It asks, 
however, if the existing system (Dublin II) should be modified to achieve a more equitable 
sharing between Member States of the responsibility for assessing applications and, 
perhaps, for the distribution of beneficiaries after they have been granted international 

 
9 Council Directive 2004/83/EC defines refugees as people who have a well-founded fear of persecution on grounds of 

race, religion, nationality, political opinion or membership of a particular social group and who are unable or 
unwilling to avail themselves of the protection of their country of origin. The Directive defines people eligible for 
subsidiary protection as people who do not qualify as refugees but in whose case substantial grounds have been 
shown for believing that they are at risk of serious harm if returned to their country of origin. 
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protection. The Commission also asks whether the effectiveness of the European Refugee 
Fund can be increased and whether there are financing needs which are not adequately 
covered by the present arrangements. 

1.12 In the section on the external dimension of asylum, the Green Paper notes that it is 
estimated that 6.5 million of the world’s 8.7 million refugees live in developing countries. 
The Commission has developed the concept of EU-Regional Protection Programmes as a 
means to help third countries deal with claims for asylum and the care and re-settlement of 
refugees. Two pilot Programmes are at a very early stage of implementation. The Green 
Paper asks whether the concept should be further developed,  

1.13 It also asks how the Community might achieve a substantial commitment to the 
resettlement in the EU of refugees from their regions of origin; and, in general, how the EC 
might give more effective help to third countries to deal with asylum. 

1.14 The Commission invites views on what operational and financial assistance might be 
given to Member States to deal with a large and sudden “mixed influx” of asylum seekers 
and illegal immigrants (including people being trafficked or smuggled into the EC). The 
Commission suggests, for example, the creation of teams of experts on asylum who would, 
on request, give Member States temporary assistance to cope with an influx. 

1.15 The Commission says that the Community “is increasingly called upon to present a 
common vision on refugee policy issues at the international level and to develop common 
positions vis-à-vis international organisations”. 10 It asks how best to enable such calls for a 
collective view to be answered. 

1.16 The Green Paper asks 35 questions in all. The Commission invites views on them by 
the end of August. It will hold a “public hearing” on 18 October. In the light of the 
responses to the Green Paper and the public hearing, the Commission will present a policy 
plan in the first quarter of 2008, setting out proposals to implement the second phase of the 
Common European Asylum System. 

The Government’s view 

1.17 The Minister of State at the Home Office (Mr Liam Byrne) tells us that: 

“The Government believes that further development of the Common European 
Asylum System should be based on a sound evaluation of the existing legislation and 
its application in practice. 

“We are concerned that through the Green Paper the Commission is eliciting [sic] 
views on the first phase instruments prematurely. The Qualification Directive came 
into force in October 2006 and the Procedures Directive is not due to be 
implemented until December 2007 — insufficient time has elapsed to be able to 
judge the impact made by these first phase instruments. 

 
10 Green Paper, page 15, first paragraph. 
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“The Government believes that a premature rush for a second phase of legislation to 
meet the ambitious 2010 deadline set out in the Hague Programme will ultimately 
fail to identify what works and what doesn’t, within the existing legislation. 

“We believe the focus, at this time, should be on increasing practical cooperation 
between Member States and the dissemination of best practice in implementing the 
principles of the first stage legislation. Additional legislative measures (if they are 
required) should be based upon a gap analysis that flows from a thorough and timely 
evaluation of the first phase of the [Common European Asylum System] legislation.” 

1.18 The Minister also comments on some of the specific issues discussed in the Green 
Paper. He says that: 

“The introduction of a mandatory single procedure for applications for refugee 
status and subsidiary protection is considered [in the document]. The UK would 
support such a step and we apply a single procedure in our own asylum system … 

“Access for asylum seekers to selected integration measures is suggested [in the 
Green Paper] as an option for speeding up integration. The Government is 
concerned about such a proposal. The majority of all asylum applications are 
ultimately recognised as being unfounded, [so] providing these individuals [with] 
integration assistance would send entirely the wrong signals to those who have no 
right to be in the UK11 … 

“The Government believes that the establishment of any European Support Office 
would need to be benefits-driven and subject to a positive feasibility study.  

“The Government would welcome structures that allow individual Member States to 
work closer together to improve performance and increase the use of best practice 
throughout the EU without undue bureaucracy. We would therefore prefer to see a 
streamlined European Support Office that focuses on the convergence of practice 
and the reduction of secondary movement as well as on the provision of resources 
and funding to help Member States better manage their asylum systems … 

“The Government sees the responsibility regime provided by the Dublin system as 
the backbone of the Common European Asylum System. We are opposed to any 
proposals that dilute the effectiveness of these measures and are concerned that 
proposals based on physical burden sharing in the form of the movement of 
individuals between countries undermines the responsibility concept. 

“We are, however, interested in proposals on organisational rather than physical 
burden sharing, such as those envisaged by the European Refugee Fund … 

“The Government believes that the European Refugee Fund could be a more 
effective support for recipient organisations if the eligibility criteria on spending the 
money were relaxed. At present the complicated eligibility rules, which are 
significantly more restrictive than domestic funding streams, can prove a 

 
11 According to the statistics on page 24 of the Green Paper, in 2006 the UK decided 27,345 asylum decisions and 

decided in 20,305 cases to reject the application.  
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disproportionate risk and effort for small organisations with small turnover, who are 
otherwise carrying out excellent work with refugees. Simplification of the rules, with 
supporting plain-language materials designed for such organisations, would widen 
the scope of projects able to participate, including those run by refugees themselves 
whose first language may not be an EU language. 

“The Government supports the initiative to enhance information-sharing between 
Member States. The Government acknowledges the useful increase in training, input 
and support from the Commission in administering the funding streams. Regular 
and more frequent training sessions for Member States would enhance the ability of 
Member States to administer the funds effectively and accurately and to meet 
European standards and deadlines. 

“Although not directly concerned with asylum, the Government believes it would be 
helpful if the European Integration Fund could be used to enhance the integration of 
European migrants as well as those who migrate from outside the EU. Efforts made 
by local areas to support high numbers of European migrants can significantly 
impact on available resources and good will towards asylum seekers and refugees … 

“The Government sees the Regional Protection Programmes concept as an 
important tool for improving protection for those in need more quickly and closer to 
their homes. If the pilot projects are deemed to have been successful, the concept 
should be developed further.” 

1.19 Finally, the Minister tells us that the Government will consult widely in preparing its 
response to the Green Paper. 

Conclusion 

1.20 The Green Paper poses important questions, some of which concern the 
sovereignty of each Member State to decide, within its international obligations, how 
and to whom refugee status or subsidiary protection will be given. A move from 
minimum standards to mandatory common rules would be a fundamental change.  

1.21 In our view, it is essential that the results of the evaluation of the existing 
Community legislation are available before proposals for new measures are made. We 
can understand, therefore, why the Government considers that, for the time being, the 
emphasis should be on increasing practical cooperation between Member States and 
the dissemination of good practice in implementing the existing legislation, some of 
which has not yet come into effect. On the other hand, there has been a good deal of 
criticism from organisations representing refugees’ interests that the existing 
legislation both allows Member States too much discretion, leaving room for disparities 
in the treatment of asylum seekers and providing inadequate protection for them. So 
we can also understand why the Commission considers it desirable to invite views on 
the Green Paper in parallel with the evaluation of the first phase of legislation. 

1.22 Because of the imminence of the Recess, it would be unrealistic to recommend that 
the Green Paper be debated in time for the Government to take account of the debate in 
preparing its response to the Green Paper. But we are clear that the issues are of major 
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importance and call for debate. We recommend, therefore, that the Green Paper be 
debated on the Floor of the House as soon as possible after the Commission’s “public 
hearing” on 18 October. 

 
 
 

2  EU Humanitarian Aid 

(28719) 
10965/07 
+ ADDs 1–2 
COM(07) 317  

Commission Communication: Towards a European Consensus on 
Humanitarian Aid 

 
Legal base — 
Document originated 13 June 2007 
Deposited in Parliament 21 June 2007 
Department International Development  
Basis of consideration EM of 5 July 2007 
Previous Committee Report None; but see (26737) 11403/05: HC 34–xii (2005–06), 

para 8 (30 November 2005) 
To be discussed in Council November 2007 “development” General Affairs and 

External Relations Council 
Committee’s assessment Politically important  
Committee’s decision Not cleared; further information requested  

Background 

2.1 In its introduction, the Commission says that “the objective of humanitarian aid is to 
save lives and to provide immediate relief for people facing severe crisis whether as a result 
of natural disaster or of conflict”. It notes that, over the last 30 years, there has been 
increased emphasis on principles, quality and professionalism in the provision of 
international humanitarian aid. But “humanitarian actors today face a number of specific 
challenges” — humanitarian crises happen with greater frequency and severity, linked to 
climate change, the changing nature of conflict, increasing competition for access to energy 
and natural resources, extreme poverty, poor governance and failed states; the main 
victims are civilians, most of them living in developing countries, and subject to an 
increasing tendency for humanitarian and international law to be ignored or blatantly 
violated; this also adversely affects access to vulnerable populations and the safety and 
security of humanitarian workers. 

2.2 The Commission also notes that the EU collectively is the leading humanitarian donor 
in the world — in 2006, over £1.348 billion, which is over 40 per cent of total official 
international humanitarian assistance — and that Europeans are strongly committed to 
supporting humanitarian action: “this places particular responsibility and expectations on 
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the EU. It is time to bolster European humanitarian action in the face of these 
developments by setting out an explicit EU Consensus on the common values and 
principles that underpin EU humanitarian action”.  

2.3 The Commission says that it is also opportune to look at practical ways to reinforce 
complementarity between Member States’ and Community humanitarian action to 
enhance the effectiveness of the EU aid effort. The European Consensus on humanitarian 
aid “should promote a more coherent, consistent and comprehensive approach to 
humanitarian aid, with a clear commitment to good donorship practice and a definition of 
the roles of the respective actors”. The consensus on humanitarian aid would therefore be 
distinct from and complementary to the December 2005 European Consensus on 
Development.12 

The Commission Communication  

2.4 The past decade has seen rising demand for international humanitarian action. The 
Communication recommends that the Commission should reinforce its capacity to 
maintain its role at the centre of the EU humanitarian effort, through its humanitarian 
Directorate-General (DG ECHO).  

2.5 The Communication states that EU humanitarian action should be based on the 
principles of the Good Humanitarian Donorship (GHD) Initiative. GHD defines 
humanitarian aid, sets out fundamental humanitarian principles (humanity, neutrality, 
impartiality and independence) and provides guidance on good donor practice.13 The 
Communication also calls on the EU to advocate and work to strengthen respect for and 
adherence to international humanitarian law. 

2.6 The Communication recommends that the EU works together to ensure that there are 
adequate humanitarian aid resources, and to ensure these are used effectively to meet 
priority humanitarian needs. Accountability to European citizens and recipients of aid 
should be strengthened. Finally, the Communication recognises that the EU must support 
international efforts to ensure that there is adequate capacity to respond to crises.  

2.7 The Communication notes the particular legitimacy of the United Nations in leading 
the international response and the reform of the international humanitarian system 
currently underway. It recognises also the need for the EU to provide support to non-
governmental organisations and the Red Cross Movement, as well as national institutions 
involved in humanitarian response.  

 
12 (26737) 11403/05: see HC 34–xii (2005–06), paragraph 8 (30 November 2005) for our consideration of the European 

Consensus on Development. 

13 The Organisation for Economic Cooperation and Development’s (OECD) Development Assistance Committee (DAC) 
has provided one of the main forums for defining good practice and promoting aid coordination. Humanitarian aid, 
however, did not form part of these debates. In the mid-1990s, NGOs, the Red Cross and UN agencies involved in 
humanitarian assistance decided to create their own specific guidelines, defining their responsibilities under 
international law, and setting standards against which they could be accountable. The pivotal role of donors in 
providing effective and accountable humanitarian assistance remained outside the scope of this work. The Good 
Humanitarian Donorship initiative was launched in Stockholm in 2003; meetings are held annually to review 
progress and decide on priorities for the year ahead. For full background, see 
http://www.goodhumanitariandonorship.org/background.asp. 
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2.8 The Communication recognises the increasing use of military and civil protection 
personnel and equipment (e.g. police and helicopters) in responding to international 
humanitarian crises. It acknowledges that, in some circumstances, the use of appropriate 
people and equipment can play an important role. However, there is a risk that the 
deployment of such forces, particularly in conflict situations, can jeopardise the perceived 
impartiality and neutrality of the relief effort, and so compromise the safety of 
humanitarian workers and access to people in need. It therefore underscores that these 
assets should only be used as a last resort and in line with internationally accepted 
guidelines.  

2.9 The Communication recommends that humanitarian assistance should be better 
linked with the EU’s development efforts, so that development activities build on 
immediate emergency aid to enable rapid and sustainable recovery from a humanitarian 
crisis. The EU should also develop a policy to support international efforts on disaster risk 
reduction (DRR) — that is, minimising the likely occurrence and impact of natural 
disasters, such as droughts and floods.  

2.10 The Communication has two annexes: the first — a DG ECHO report on its response 
to crises in DRC, Pakistan, Lebanon, Burma/Myanmar — provides examples of the issues 
raised in the Communication; the second is a report on the consultations carried out by 
DG ECHO on a Consensus for Humanitarian Aid. 

The Government’s view 

2.11  In his 7 July Explanatory Memorandum, the Parliamentary Under-Secretary of State 
at the Department for International Development (Mr Gareth Thomas) notes that the 
Commission plays an important role in international humanitarian action through its 
financing of humanitarian organisations and its role in coordinating the deployment of 
civil protection and military personnel and equipment, and welcomes the Communication 
“as an opportunity to reaffirm the fundamental principles that underpin the Commission’s 
work in this area”. He continues as follows: 

“We also welcome the recommendation that Member States should agree an EU 
Consensus on Humanitarian Aid. Such a Consensus would strengthen the collective 
efforts of Member States and of the Commission, both to influence global policy and 
to ensure timely and effective assistance on the ground.  

“We particularly welcome the efforts to establish a more consistent policy position 
within the Commission on the deployment of military and civil protection personnel 
and equipment. Until now, there has been some disagreement between DG 
Environment and DG ECHO about their respective roles and the conditions under 
which military and civil protection assets should be deployed. Providing a clearer 
basis for EU intervention in this area would contribute to more robust adherence to 
humanitarian principles and so protect the operating environment which 
humanitarian actors need on the ground in order to have full access to victims, to be 
able to deliver assistance and to offer protection, without endangering the safety and 
security of aid workers (referred to in the Communication as ‘humanitarian space’). 
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“Equally, we support the proposals that humanitarian aid should be delivered in 
accordance with the GHD principles, that funding should be allocated according to 
the level of need and that accountability to European taxpayers and to the intended 
beneficiaries of humanitarian aid must be improved. We also welcome the emphasis 
on: improving coordination of EU humanitarian and development assistance; the 
potential role of DG ECHO field staff in promoting information sharing between 
Member States; and support for effective strategies to reduce the risks of disasters. 

“We have concerns that the Communication focuses on recommendations for action 
by Member States, with relatively little attention to defining the Commission’s, and 
in particular DG ECHO’s, own strategy. In our response to the Communication, we 
will emphasise that humanitarian assistance is a shared competence. So, while there 
is scope for the Commission to add value to EU humanitarian planning in this way, 
we will want to ensure that their support does not compromise our own right of 
initiative. We will aim to address the lack of focus on Commission activity (for 
example, one option would be, in consultation with other Member States, to call on 
the Commission to formulate a five year plan setting out its objectives, and how it 
will deliver them).” 

2.12 The Minister also outlines the consultation arrangements referred to above. DG 
ECHO issued a questionnaire to all Member States and key stakeholders soliciting views on 
a wide range of issues and received 174 responses. The findings were discussed by Member 
States at the Humanitarian Aid Committee meeting in Berlin 29–30 March 2007 at which 
the UK was represented. In his view, the Communication reflects the stakeholder 
consultation well. He says that the most contentious area that emerged was with regard to 
the use of military and civil protection resources: 

“Some Member States feel that there are risks of overly integrating military and civil 
protection with civilian-led humanitarian responses. Specifically, they are concerned 
that to do so is relatively costly, and risks compromising the independence and 
neutrality of humanitarian action. This issue has been handled well in the document, 
with agreement that the use of such assets must be guided by international 
standards.” 

2.13 Finally, the Minister notes that the proposed EU Consensus is expected to be 
discussed at the November “development” GAERC. 

Conclusion  

2.14  Discussion at the November GAERC is presumably be intended to lead to 
adoption of the Communication and, thus, of the approach outlined therein. Like the 
Minister, we have no difficulty with it in principle. However, as he notes, there are 
important issues that need to be addressed before this work-in-progress is finalised: 

— disagreement between DG Environment and DG ECHO about their respective roles 
and the conditions under which military and civil protection assets should be 
deployed; 
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— the focus on action by Member States, with relatively little attention to defining the 
Commission’s, and in particular DG ECHO’s, own strategy; 

— ensuring that their support does not compromise the UK’s own right of initiative; 
and 

— risks of over-integrating military and civil protection with civilian-led 
humanitarian responses, thereby compromising the independence and neutrality of 
humanitarian action.  

2.15 It would be useful to have more details of the “international standards” that the 
Minister says will guide the use of such assets. 

2.16 Also, with regard to the lack of focus on Commission activity, it might be thought 
that a Commission five year plan setting out its objectives, and how it will deliver them, 
would be a starting point, and not — as he suggests — a possible option that is still open 
to discussion. 

2.17 We presume that all of this will be worked upon in the normal way between now 
and then. We should therefore be grateful if, before the GAERC meeting, the Minister 
would bring us up to date — and, we hope, be able to reassure us that these proper 
concerns have been appropriately addressed. 

2.18 In the meantime, we shall retain the Communication under scrutiny. 

 
 
 

3  Financing short-term fluctuations in export earnings 
of ACP countries 

(28731) 
10967/07 
COM(07) 337 

Draft Council Decision on the position to be adopted by the 
Community within the ACP-EC Council of Ministers regarding the 
revision of the terms and conditions of financing for short-term 
fluctuations in export earnings  

 
Legal base Article 300 (2) and 310 EC, and the ACP-EC 

Partnership Agreement; unanimity 
Document originated 19 June 2007 
Deposited in Parliament 26 June 2007 
Department International Development  
Basis of consideration EM of 10 July 2007 
Previous Committee Report None; but see (25393) 6370/04: HC 42–xxi (2003–04), 

para 10 (26 May 2004) 
To be discussed in Council To be determined  
Committee’s assessment Politically important 
Committee’s decision Not cleared; further information requested  
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Background 

3.1 The ACP-EC Partnership Agreement, known as the Cotonou Agreement, provides for 
a system of financial support — FLEX — to mitigate the negative effects on the African 
Caribbean and Pacific (ACP) countries which are party to that Agreement of short-term 
fluctuations in export earnings, particularly in the agricultural and mining sectors. It is not 
designed to compensate directly for losses of export earnings but to mitigate their adverse 
impact on economic potential and to protect expenditure in social sectors.14 The support is 
financed from the B-allocation of the financial envelope for support to long-term 
development, which covers unforeseen needs.15 

3.2 In May 2004, EU and ACP states agreed to amend FLEX’s original eligibility criteria to 
improve its operation and effectiveness.16 These changes were subsequently incorporated 
into the amended Cotonou Agreement agreed in 2005. In January 2005, the ACP states 
submitted a proposal to amend the FLEX mechanism further but, in order not to delay 
agreement on the revision of Cotonou, it was agreed that these would be examined at a 
later date.  

The proposed Council Decision  

3.3 In his 10 July 2007 Explanatory Memorandum, the Parliamentary Under-Secretary of 
State at the Department for International Development (Mr Gareth Thomas) says that the 
Commission has reviewed the ACP proposals and “believes that further substantial 
revision is required in order to improve problems identified during the initial years of 
implementation”. He explains that the revisions apply to:  

— the eligibility criteria;  

— the method of calculating and mobilising funds; and 

— the source of financing. 

and aim to address the problems of slow disbursement and of “funds not being available to 
all countries which should be receiving support”. 

Proposed changes to eligibility criteria: 

— countries facing post-conflict or post-natural disaster situations benefit from the more 
favourable treatment currently offered to least-developed, landlocked and island states;  

— the reference period will now be for the four years preceding the application, excluding 
the year with the most extreme figures, in order to identify more accurately whether 
there is a short-term fluctuation in export earnings;  

 
14 Article 68.2 of the Agreement says that the purpose of this support is “to safeguard macroeconomic and sectoral 

reforms and policies that are at risk as a result of a drop in revenue and remedy the adverse effects of instability of 
export earnings”. 

15 Article 3.2(b) of Annex IV of the Cotonou Agreement. 

16 (25393) 6370/04: see HC 42–xxi (2003–04), para 10 (26 May 2004) for the Committee’s consideration of this Council 
Decision. 
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—  fluctuations in export earnings will be calculated in the local currency rather than 
euros;  

— the second eligibility criterion which measures the impact on programmed public 
deficit will be removed;  

— a new eligibility criterion aimed at restricting the proliferation of small awards will be 
added; and 

— the number of successive years for which countries can access FLEX will be reduced 
from four to three.  

Proposed changes to the method of calculating and mobilising FLEX:  

— FLEX assistance to be further concentrated on countries less able to withstand 
fluctuations in export earnings, by the limiting of support to countries that have 
suffered a reduction of at least 0.7% of GDP;  

— countries eligible for budget support will be automatically eligible to receive up to 100% 
of the payment in advance;  

— countries ineligible for budget support will be offered assistance to help develop market 
based insurance schemes; and 

— eligibility to receive FLEX assistance is considered as part of the EU’s political 
evaluation of countries where the EU has imposed appropriate measures or has not 
agreed a Country Strategy Paper (CSP).  

Proposed changes to the allocation of funding:  

— a maximum annual FLEX allocation of between €80–€100 million be established for all 
ACP states; and 

— if the potential amount of FLEX support exceeded the annual allocation, countries 
would receive FLEX financial support in proportion to their potential eligibility. 

3.4 Finally, the Minister explains that in accordance with Article 100 of the Cotonou 
Agreement, Annex II may be revised by a Decision of the ACP-EC Council of Ministers; 
that the proposal recommends that the Council and the Member States authorise the 
Commission to negotiate the revision of the FLEX cooperation instrument with the ACP 
Group on the basis of the changes outlined; that the ACP-EC Council of Ministers has 
mandated the ACP-EC Committee of Ambassadors to take the final Decision on this 
matter; and that the Portuguese Presidency is hoping to secure Council agreement to a 
Community position by the end of September. 

The Government’s view 

3.5  The Minister says that compensatory financing facilities such as FLEX can potentially 
play a positive developmental role, “provided lessons learnt from the past are applied”. He 
welcomes the Commission’s objective of improving the working of the FLEX mechanism, 
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and says that, in principle, the proposed changes appear helpful. He also says, however, 
that he will be seeking clarification from the Commission on the following specific points: 

• “The previous amendments to the FLEX mechanism were based on a 2004 review 
of the scheme for the application years of 2000 and 2002 (i.e. loss of export 
earnings that occurred in 2000–2002). In March 2005, the EC circulated an 
evaluation of the 2003 application year (i.e. loss of export earnings that occurred in 
2003), which were processed in 2004, following the introduction of the changes. 
The evaluation concluded that the revised criteria had successfully increased 
accessibility to FLEX assistance. We will be seeking a similar assessment of the 
mechanism for subsequent year(s) to assess how necessary the further reforms are 
and whether the issues identified in the previous review are still applicable;  

• “The EC has proposed a new reference period which more accurately reflects 
short-term fluctuations in the general trend. This is in contrast to the ACP 
proposal of a six-year reference period which is more a reflection of long-term 
structural trends. The EC has proposed that the reference period should now be the 
four years preceding the application, excluding the year with the most extreme 
figures. However, before changing the reference period, more information is 
needed on why the current reference period (i.e. the first three years of the four 
years preceding the application) is not working efficiently;  

• “Currency used. More evidence is needed that the conversion to local currency 
would enable more countries which need FLEX assistance to qualify for it. This is 
not adequately illustrated in the Commission’s paper;  

• “Addition of a condition to the first eligibility criterion. The first eligibility criterion 
currently requires countries to prove a loss in export earnings. The Commission’s 
new proposal to restrict FLEX assistance to situations where the loss in export 
earnings is more than 0.7% of GDP appears reasonable. This threshold favours 
countries whose exports account for a bigger share of GDP and/or whose export 
earnings are the most volatile without penalising the poorest countries. This figure 
(0.7%) is based on a calculation where the average exports’ share of GDP in ACP 
countries is 35%. We want the Commission to clarify whether this figure would be 
subject to adjustment if the average exports’ share of GDP in ACP countries were 
to change; and 

• “Number of successive years. We will seek a clearer justification for why limiting 
access to three successive years rather than four is more appropriate to address 
short-term fluctuations.”  

3.6 Finally, the Minister notes that there are no direct financial implications for the UK as 
FLEX assistance will come from the country B envelope within the overall funding ceiling 
for the EDF. 

Conclusion  

3.7 We have no quarrel with the purposes of the FLEX scheme or the wish to improve it: 
on the contrary.  However, while it is clear how the proposals could tackle one of the 
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two problems identified — “funds not being available to all countries which should be 
receiving support” — it is not apparent how they will speed up disbursement.  We 
should be grateful if the Minister would explain how the proposed changes would 
achieve this.  There are also the other issues where the Minister wishes to seek 
clarification.  

3.8 We shall therefore retain the proposal under scrutiny, pending the clarifications 
that both he and we are seeking.  However, we note that the Presidency is hoping to 
secure Council agreement to a Community position by the end of September, i.e., 
during the summer recess.  Neither we nor the Minister wishes to contemplate a 
scrutiny over-ride.  Therefore, if during this period the Minister is able to clarify the 
matters that he himself has identified to his satisfaction, and is also able to demonstrate 
that the proposal does indeed tackle the problem of slow disbursement as well as 
eligibility, we would not object to his joining a consensus in September.  In such 
circumstances, we should of course expect him to write to us to explain the position he 
would have adopted. 

 
 
 

4  Sanctions against employers of illegally staying third 
country nationals 

(28656) 
9871/07 
COM(07) 249 

Draft Directive providing for sanctions against employers of 
illegally staying third-country nationals 

 
Legal base Article 63(3)(b) EC; co-decision; QMV 
Department Home Office 
Basis of consideration Minister’s letter of 16 July 2007 
Previous Committee Report HC 41–xxvii (2006–07), para 3 (27 June 2007) 
To be discussed in Council No date set 
Committee’s assessment Legally and politically important 
Committee’s decision Not cleared; further information requested 

Background 

4.1 On 27 June we considered this draft Directive, proposed under Article 63(3)(b) EC,17 to 
provide for common sanctions and measures to be applied in the Member States against 
employers of third country nationals who are staying illegally. We noted that the 
Government was still considering whether or not to opt in to this measure under Title IV 
EC.  

 
17 This provides for the adoption of measures on immigration policy within the area of “illegal immigration and illegal 

residence, including repatriation of illegal residents”. 
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4.2 We had a particular concern with Article 9 of the proposal which required Member 
States to ensure that, where the employer is a subcontractor, the main contractor and any 
immediate subcontractor would be made jointly and severally liable to pay any fines 
imposed or any arrears of wages, but without prejudice to the provisions of national law 
concerning rights of contribution or recourse. We noted the Minister’s explanation that 
these provisions appeared to impose far wider liabilities than the current domestic law. 

4.3 We were also concerned by the provisions of Article 10, which required Member States 
to ensure that infringement of the rules created by the Directive should be made a criminal 
offence when committed intentionally, in circumstances where the infringement is 
continuing or repeated, where it involves at least four illegally employed third-country 
nationals or “significantly exploitative working conditions” or the employer knowingly 
employs a victim of people trafficking.  

4.4 We shared the Minister’s concern over this further attempt to introduce criminal 
penalties under the EC Treaty, which we believed to be beyond the competence of the 
Community, and considered the provisions of Article 10 to be both highly prescriptive 
(arbitrarily settling on infringements involving four illegal workers as the threshold for 
criminal liability) and unacceptably vague (making criminal liability turn on such concepts 
as “significantly exploitative working conditions”). We did not consider this drafting to be 
at all satisfactory in the context of a Directive where the Member States had relatively little 
freedom to adapt the measure to their own legal systems. 

4.5 We held the document under scrutiny pending further information from the Minister, 
notably on any decision to opt in to this proposal. 

The Minister’s letter 

4.6 In his letter of 16 July the Minister of State for Nationality, Citizenship and 
Immigration at the Home Office (Liam Byrne) informs us that the Government is still 
considering whether to opt in to this proposal, and comments in detail on the provisions of 
Article 9 and 10, as well as on the question of Community competence to prescribe 
criminal penalties. 

4.7 The Minister explains that Article 9 relates to the definition of employer and requires, 
in cases where a financial penalty cannot be recovered from the subcontracting employer, 
that it should be recoverable from other contractors in the chain of subcontracting, up to 
and including the main contractor. The Minister notes our comments and assures us that 
he is considering this issue in detail with other departments in government before taking a 
decision on whether or not to opt in to this proposal. 

4.8 In relation to Article 10, the Minister comments first on the question of Community 
competence to prescribe criminal penalties, noting that in Case C-176/03 Commission v. 
Council the ECJ reaffirmed the general principle that “as a general rule, neither criminal 
law nor the rules of criminal procedure fall within the Community’s competence” but that 
the ECJ also ruled that the Community has some degree of competence to require Member 
States to apply criminal law to infringements of Community rules where this is necessary 
to ensure their effective enforcement.  
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4.9 The Minister further explains that the ECJ limited its comments to criminal law in the 
field of environmental protection, but that since that judgment the Commission has sought 
to adopt an “extensive interpretation” of this judgment and, in addition to this latest 
instrument, has introduced Community measures seeking to apply criminal sanctions in 
other policy areas, for example in relation to intellectual property.18 The Minister explains 
that, in response, a large majority of Member States have argued for a much narrower 
reading and that 19 Member States have intervened in support of the Council against the 
Commission in Case C-440/05, which concerns a challenge by the Commission to the 
Council’s adoption under the EU Treaty of a measure providing for criminal sanctions in 
relation to pollution from ships.  

4.10 The Minister also informs us that in its observations in that case, and in negotiations 
on proposals recently introduced by the Commission, “the UK, like many other Member 
States, has argued that such competence is limited to the area of environmental protection, 
that competence does not extend to national law beyond the scope of the relevant 
Community rules and that it does not extend to setting out detail on the nature of the 
criminal sanctions to be applied”. The Minister notes that the Advocate General gave his 
opinion in Case C-440/05 on 28 June, endorsing a wide scope of Community policy areas 
but limiting it to requiring sanctions that are effective, proportionate and dissuasive, and 
that the ECJ is expected to give its judgment in the autumn. 

4.11 In relation to our comments on the drafting of Article 10, the Minister agrees with us 
that this drafting requires clarification. The Minister informs us that further comments are 
awaited on this point, and that proposals containing criminal sanctions will not be finalised 
until after the judgment of the ECJ in Case C-440/05. With respect to our observation that 
Article 10 appeared highly prescriptive, and that the involvement of four illegal workers 
appeared an arbitrary basis for the threshold for criminal liability, the Minister comments 
that the Border and Immigration Agency currently use similar categories for their 
enforcement operations. The Agency would categorise as a “lower tier operation” one in 
which there was a realistic expectation of finding up to three named offenders, with a 
“middle tier” operation involving more than three but fewer than twenty offenders. The 
Minister comments that “this corresponds with the Directive, which proposes that four or 
more illegal workers found should constitute a more serious offence”. 

4.12 The Minister concludes by noting the comments we have made, and indicates that the 
Government expects changes to be made to the text of the proposal in the course of 
negotiation. The Minister also assures us that we will be informed as soon as a decision is 
made on opting in.  

Conclusion 

4.13 We thank the Minister for his helpful reply to our questions and for the detailed 
explanation of the Government’s position on Community competence in relation to the 
criminal law. 

 
18 Which we are holding under scrutiny, see (27460) HC 34 –xxxi (2005–06), para 8 (14 June 2006). 
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4.14 We are grateful for the Minister’s consideration of our points in relation to 
Articles 9 and 10 of this proposal, and for the helpful information on how the Border 
and Immigration Agency categorises the seriousness of offences relating to the illegal 
employment of workers. We accept that the number of offenders involved can be a 
useful means of assessing the seriousness of an offence, but it still seems to us unusual 
to make criminal liability turn on the involvement of a precise number of offenders. 
We shall look forward to a further account of negotiations on these provisions in 
particular. 

4.15 We shall also look forward to being informed of the Government’s decision on 
whether or not to opt in to this proposal. We shall hold the document under scrutiny in 
the meantime. 

 
 
 

5  Entitlement to long-term residence for beneficiaries of 
international protection 

(28693) 
10515/07 
COM(07) 298 

Draft Directive amending Council Directive 2003/109/EC to extend 
its scope to beneficiaries of international protection 

 
Legal base Article 63(a) and (b) EC; consultation; unanimity 
Document originated 6 June 2007 
Deposited in Parliament 14 June 2007 
Department Home Office 
Basis of consideration EM of 5 July 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 awaited 

Legal Background 

5.1 Article 63(3) of the EC Treaty authorises the Council to adopt measures on conditions 
of entry to and residence in Member States, including procedures for the issue of residence 
permits. Article 63(4) authorises the Council to adopt measures “defining the rights and 
conditions under which third country nationals who are legally resident in one Member 
State may reside in other Member States”. 

5.2 Article 63 is part of Title IV of the EC Treaty. Article 69 of the Treaty, read with 
Protocol 4, provides that the UK is not bound by a measure adopted under Title IV unless 
the Government expressly opts into it, either before the measure is adopted or 
subsequently. 
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The present position 

5.3 In 2003, the Council adopted a Directive (“the 2003 Directive”) which gives third 
country nationals the right to long-term residence in a Member State in which they have 
lived continuously and legally for five years before the date of their applications for long-
term residence.19 The 2003 Directive also: 

• sets out the circumstances in which, exceptionally, such an application may be 
refused or a third country national’s entitlement to long-term residence may be 
withdrawn; 

• provides that a third country national who is granted long-term residence in a 
Member State should have the same rights and duties as nationals of that Member 
State, subject to specified exceptions; and 

• entitles third country nationals who have been granted long-term residence in one 
Member State to long-term residence in another Member State if the person 
satisfies the conditions set out in the Directive. 

The Directive does not apply to refugees or people with subsidiary protection. 

5.4 The Government decided not to opt in to the 2003 Directive for several reasons, but 
principally because it gives third country nationals who have the right to long-term 
residence in one Member State the right to long-term residence in other Member States. 

The draft Directive 

5.5 The purpose of the draft Directive is to extend the 2003 Directive to beneficiaries of 
“international protection”. People with international protection are “refugees” and 
“persons eligible for subsidiary protection”: 

• “refugees” are people with a well-founded fear of being persecuted on grounds of 
race, religion, nationality, political opinion or membership of a particular social 
group and who are unable or unwilling to avail themselves of the protection of 
their country of nationality or stateless people who, for the same reasons, are 
unable or unwilling to return to their country of habitual residence; and 

• “persons eligible for subsidiary protection” are third country nationals or stateless 
people who do not qualify as refugees but in whose case substantial grounds have 
been shown for believing that they would be at risk of serious harm if returned to 
their country of origin or country of former habitual residence.20 

5.6 The proposed extension of the 2003 Directive would entitle people granted 
international protection by a Member State: 

• to long-term residence in that Member State; and 

 
19 Council Directive 2003/109/EC: OJ No. L 16, 23.1.04, p.44. 

20 The draft Directive imports these definitions of refugee and subsidiary protection from Article 2 of Council Directive 
2004/83/EC (the Asylum Directive): OJ No. L 304, 30.9.04, p.12. 
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• to long-term residence in second Member State after acquiring the right to long-
term residence in the first Member State 

on the same conditions as apply to third country nationals. 

The Government’s view 

5.7 The Minister of State at the Home Office (Mr Liam Byrne) tells us that it is the 
Government’s initial view that it should not opt in to the proposed Directive. He will write 
to us again when the Government has had more time to consider the issues and reach a 
final view. 

Conclusion 

5.8 We shall keep the document under scrutiny pending the further information the 
Minister has promised to send us. We look forward to receiving a full explanation of 
the reasons for whatever decision the Government reaches. 

 
 
 

6  Use in stockfeeding of substances having a hormonal 
or thyrostatic action and beta-agonists 

(28700) 
10585/07 
+ ADD 1 
COM(07) 292 

Draft Directive amending Council Directive 96/22/EC concerning the 
prohibition on the use in stockfeeding of certain substances having 
a hormonal or thyreostatic action and of beta-agonists 

 
Legal base Article 152(4)(b)EC; co-decision; QMV 
Document originated 4 June 2007 
Deposited in Parliament 14 June 2007 
Department Environment, Food and Rural Affairs 
Basis of consideration EM of 9 July 2007 
Previous Committee Report None, but see footnote 25 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

6.1 Council Directive 96/22/EC21 regulates the use in stockfeeding within the Community 
of certain substances having a hormonal or thyreostatic22 action and beta-agonists23, and its 

 
21 OJ No. L 125, 23.5.96, p.3. 
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main effect has been to ban the use of hormone growth promoters in food-producing 
animals, and hence in meat, except for therapeutic purposes or zootechnical treatment.24 
Council Directive 2003/74/EC amended that measure to limit the use in food-producing 
animals of one such substance, oestradiol 17 (and its derivatives), to certain therapeutic 
applications (such as foetus maceration and mummification), on the grounds that it is 
carcinogenic.25  

The current document 

6.2 This proposal would make two further changes. First, in the light of a study which 
concluded that there were alternative products available in most Member States, it would 
remove the remaining therapeutic uses of oestradiol. It also identifies a number of other 
hormonally active substances, which are provisionally banned at present (apart from some 
scientific uses under veterinary supervision), in order to gather further information on 
whether there is a case for bringing forward proposals for a full ban.  

6.3  Secondly, Council Directive 96/22/EC currently imposes a ban on administering these 
various substances to all animals, on the grounds that this helps to prevent misuse. 
However, as a consequence, any prohibition extends to non-food animals such as cats and 
dogs, and, since it would not be economically attractive to use on cattle a product which 
has been authorised for such animals, it is now proposed that the prohibition should not in 
future apply to them. 

The Government’s view 

6.4 In his Explanatory Memorandum of 9 July 2007, the Minister for Sustainable Farming 
and Food at the Department for Environment, Food and Rural Affairs (Lord Rooker) says 
that the UK does not believe that the Community hormones ban can be justified 
scientifically, but that it nevertheless implements and enforces the current restrictions. He 
also points out that the ban is currently the subject of a dispute between the Community 
and the United States and Canada within the World Trade Organisation. On the other 
hand, he recognises that the vast majority of other Member States are in favour of phasing 
out the remaining uses of oestradiol, and he says that the effect of this within the UK would 
be small, since the one product for food producing animals which contains it has now been 
re-formulated without the substance. 

6.5 As to the other elements in the document, the Minister welcomes the proposal to allow 
some substances to be used for pet animals, but says that officials will follow closely the 
position on the Commission’s exercise to gather information on certain hormonally active 

                                                                                                                                                               
22 Thyreostatic substances reduce the activity of the thyroid gland, which affects metabolism. A decrease in metabolic 

rate manifests in a number of ways, including an increase in body weight. 

23 Beta-agonists give a positive response when combined with a specific receptor site in the body, and can also 
promote the production of lean meat in treated animals. 

24 Zootechnical treatment means administering to a farm animal a substance for synchronizing oestrus and preparing 
donors and recipients for the implantation of embryos. 

25 (21460) 10060/00: see HC 23–xxix (1999–2000), para 8 (15 November 2000), HC 28–v (2000–01), para 6 (7 February 
2001), HC 28–xiii (2000–1), para 10 (2 May 2001) and HC 152–xxvi (2001–02), para 8 (24 April 2002). 
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substances, some of which are active ingredients in veterinary medicines currently 
authorised in the UK. 

Conclusion 

6.6 The original proposal leading to the restrictions imposed on the use of oestradial 17 
by Council Directive 2003/74/EC was the subject of extensive scrutiny by an earlier 
Committee, and, as is evident from the present Minister’s comments, the UK does not 
believe that the restrictions in question are scientifically justified. To that extent, the 
main proposal in the current document appears to raise similar issues, and, for that 
reason, we think it right to draw it to the attention of the House. However, as the 
Commission’s rationale for bringing forward the proposal remains unchanged, and has 
thus also been extensively considered at an earlier stage, we see no reason to withhold 
clearance, bearing in mind that the change now proposed will have minimal practical 
impact in the UK. 

6.7 The other aspects of the proposal do not seem to us to give rise to any immediate 
concerns, given in particular that any question of imposing a full ban following an 
examination of the position of those active substances provisionally banned at present 
would be the subject of a further proposal. 

 
 
 

7  EC Development Assistance in 2006 

(28734) 
11141/07  
+ ADD1 
COM(07) 349 

Annual Report on the European Community’s Development Policy 
and the Implementation of External Assistance in 2006 

 
Legal base — 
Document originated 21 June 2007 
Deposited in Parliament 26 June 2007 
Department International Development  
Basis of consideration EM of 10 July 2007 
Previous Committee Report None; but see (27619) 10875/06: HC41–xvii (2006–

07), para 9 (18 April 2007) and HC34–xxxvii (2005–
06), para 7 (11 October 2006) 

To be discussed in Council 19–20 November “development” General Affairs and 
External Relations Council 

Committee’s assessment Politically important  
Committee’s decision Cleared, but further information requested  
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Background 

7.1 The overall objectives of European Community development policy and external 
assistance are set out in Article 177 EC. Each year, the Commission produces an annual 
report on the activities carried out thereunder. 

The Annual Report 

7.2 This Report is on the activities under the European Community’s development 
programme in 2006. The Report has a short Executive Summary with the 184-page main 
report annexed to it in the form of a Commission Staff Working Document. The Report 
covers all European Commission (EC) development aid and external assistance (and 
therefore reports on activities funded through the core budget to which the UK makes an 
assessed contribution, and the European Development Fund, to which the UK makes 
voluntary contributions). It only summarises humanitarian aid (in an annex) because this 
will be covered in detail in a separate annual report on the activities of the Directorate-
General for Humanitarian Aid (ECHO).  

7.3 The Communication notes that the EU, overall, continues to be the largest global 
donor, providing €46.9 billion, or 56.67%, of official development assistance (ODA). EC 
ODA amounted to €9.8 billion (out of a total of €12.1 billion new commitments in 2006), 
with over 160 beneficiary countries. 

The Summary 

7.4 This overview aims to present the main features of changes in the way the EU manages 
its relations with the rest of the world that were introduced in 2006, under five main 
headings: 

— ensuring that all policies which affect developing countries support the objectives of 
development;  

— adopting regional strategies that reflect its main priorities;  

— simplifying the range of instruments that provide the legal basis for external assistance;  

— implementing measures to work more closely with partner countries and other 
development actors so that aid becomes more effective; and  

— improving the ways in which results are measured and lessons learnt. 

A Better Framework for Development Policy: Policy Coherence 

7.5 Since the adoption in December 2005 of the European Consensus on Development, the 
Commission has increasingly focused on the contribution that policies beyond 
development — such as trade, agriculture, environment, security, migration, the social 
dimension of globalisation, employment and decent work, and international scientific co-
operation, including health research — can make to achieving the Millennium 
Development Goals (MDGs). A rolling work programme for 2006–2007 on Policy 
Coherence for Development (PCD) was elaborated to identify common priorities for 
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action. The summary outlines a number of areas in which the Commission has made 
progress, e.g., in the negotiation of Economic Partnership Agreements with ACP countries 
aimed at fostering trade and regional integration as an engine for long-term development; 
working with countries and regions covering the linkages between migration and 
development, the fight against illegal migration and trafficking in human beings, the 
impact of refugee situations on development, and joint efforts to manage economic 
migration better; and human rights and good governance. 

A Better Framework for Regional Strategies 

7.6 Also in line with the Consensus, the Commission says it has focused on ensuring its 
objectives and principles are reflected in the strategies for intervention at the regional level, 
in the EU Strategy for Africa — with a Joint EU-Africa Strategy to be adopted at the second 
EU-Africa Summit in the second half of 2007 — and work towards strategic partnerships 
with Latin America, China and India. The European Neighbourhood Policy (ENP) “also 
gathered pace”. Accession negotiations have been ongoing with Turkey and Croatia, while 
the other Western Balkan countries all made progress along the “road map” set out within 
the Stabilisation and Association process. 

A Better Framework for External Assistance — Simplifying and Clarifying 
Regulations 

7.7 A complete overhaul of the structure of EU external cooperation culminated in nine 
new instruments, “setting out a simplified framework for delivering assistance that brings 
together clear policy objectives with the procedures and instruments needed to achieve 
them”. Six instruments will support specific policies with a geographical or thematic focus: 

— the Instrument for Pre-accession Assistance (IPA); 

— the European Neighbourhood and Partnership Instrument (ENPI); 

— the Instrument for Development Co-operation (DCI); 

— the Instrument for Co-operation with Industrialised Countries (ICI); 

— the European Instrument for Democracy and Human Rights (EIDHR); and 

— the Instrument for Nuclear Safety Co-operation (INSC). 

7.8 Three instruments will address crisis situations: 

— the Instrument for Stability; 

— existing humanitarian aid, which will incorporate emergency food aid under the new 
financial perspectives; and 

— the macro-financial assistance instruments. 

7.9 Cooperation will be implemented through country, regional and thematic strategy 
papers and multi-annual indicative programmes, as well as annual action programmes. 
Under the new democratic scrutiny procedure established under the Inter-institutional 
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Agreement, the Commission will systematically inform and consult the European 
Parliament and the Council by sending draft strategy papers, and “take due account of the 
position of the European Parliament when implementing strategies”. 

7.10 The funds available under DCI amount to €10.1 billion. Cooperation with the ACP 
countries continues to be financed separately from the budget; the 10th EDF (2008–2013) 
being set at €22.7 billion. For 2007–13, the budget foreseen for the ENPI is approximately 
€12 billion, 32% more in real terms than in the previous budget period. 

A Better Framework for Working Together: Aid Effectiveness 

7.11 The Commission says that: 

“aid effectiveness is at the forefront of the EU’s political agenda and features in all its 
initiatives in 2006. Both the Joint Development Policy Statement and the New Africa 
Strategy emphasise the importance of delivering not just more aid, but better, more 
effective [European] aid. The 10th EDF agreement also contains a clear statement in 
support of aid effectiveness”.  

7.12 In order to translate these commitments into deeds, an Action Plan (“EU aid: 
delivering more, faster and better”) was approved, with a comprehensive list of nine 
tangible deliverables to be implemented by 2010. These include the regular mapping of EU 
aid at global, regional and local levels, via the EU Donor Atlas,26 with the aim of reducing 
the excessive fragmentation of development assistance from the international community 
that has led to dispersion, duplication and even contradiction in aid activities, reducing the 
potential impact and increasing the burden on the partner countries. The EU Joint 
Programming Framework (JPF) is being introduced in a number of countries in the 
ongoing programming of the 10th EDF. Aid effectiveness guidelines have been adopted 
and training courses provided both at Headquarters and overseas. 

Results 

7.13 Since the reform of the management of external assistance programmes was launched 
in 2000, increased emphasis has been placed on improving the speed and quality of the 
delivery of aid. “The levels of implementation achieved in 2006 demonstrate that, again, the 
speed of delivery is improving”: €9.832 billion of ODA was committed by the Commission 
in 2006, and €8.130 billion paid. Of the commitments which can be geographically 
allocated — €7.982 billion — nearly half (€3.552 billion) was for ACP countries. To 
evaluate the quality of delivery, the Commission has introduced procedures to ensure that 
new commitments for projects and programmes have been prepared as thoroughly as 
possible and reflect best practice in the sector concerned. In 2002 a system for monitoring 
project results was introduced, based on regular on-site assessments by independent 

 
26 The purpose of this Atlas — the first exercise in mapping official development assistance for EU Member States and 

the Commission and part of the EU effort to strengthen coordination and harmonisation — is to provide Member 
States with a greater understanding of each other’s activities. It uses data on ODA from the OECD’s DAC 
International Development Statistics online; DAC online (for annual aggregates) and Credit Reporting System online 
(for aid activities). All data is in US dollars. The Atlas’ donor fiches for EU Member States are based on a 
questionnaire sent to Member States. EU ODA is both bilateral ODA from Member States and European Community 
aid, managed by the Commission. See 
http://ec.europa.eu/development/body/publications/docs/eu_donor_atlas_2006.pdf for full background.  
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experts of ongoing projects and simple scores against internationally agreed criteria. “Over 
the last five years, the overall ratings show a steady, and statistically significant, 
improvement”. Projects and programmes monitored in 2006 “maintained globally good 
performance”. The overall gain in efficiency over the last year witnessed a slight 
consolidating setback in 2006, but still remains on track. Overall the results for 2006 have 
been satisfactory.  

7.14 Learning lessons from actions which have been financed is a key part of making aid 
more effective. The Evaluation Unit of the main Directorates-General dealing with 
development aid carries out evaluations of country strategies, thematic issues and other 
strategic aspects of EC programmes, using independent experts: 

“In general the various indicators demonstrate that much progress has been made in 
the management of external assistance since 2000. This is, not least, the result of 
major institutional changes, such as the shift of responsibility for the implementation 
of programmes to the Commission’s Delegations, and the restructuring of services at 
Headquarters. Encouragement can be drawn from some important and visible 
success stories. But much remains to be done, especially where the Commission is 
said to be slow or inflexible, because the future shape of external assistance will 
increasingly be based on flexibility and intensified ways of working with other 
donors. With the new instruments and the new Financial Regulations, the 
Commission is now better equipped to face these challenges”. 

7.15 The summary concludes with a Box in which the Commission seeks to illustrate how 
its external action was geared to achieving a number of specific objectives (set out at annex 
1 of this Chapter). 

The main report 

7.16 The voluminous annex is helpfully summarised in his 10 July 2007 Explanatory 
Memorandum by the Parliamentary Under-Secretary at the Department for International 
Development (Mr Gareth Thomas), as follows: 

“2006 was the first year of implementation of the EC’s new Development Policy 
Statement, a part of the European Consensus on Development, which was adopted 
in December 2005. The Report’s opening section highlights this new strategic context 
and summarises the progression from policy adoption to programme 
implementation under the Consensus. Paragraph 1.2 states the annual objectives 
governing EC external action programming, noting that considerable progress has 
been made in all areas. Section 1 also includes progress summaries on: the European 
Neighbourhood Policy (1.4); sectoral policy/strategy developments (1.5); and aid 
effectiveness including policy coherence for development (PCD) at 1.6.  

“Section 2 provides a detailed geographical focus on beneficiary regions, including 
breakdowns of sector aid, and comments on, progress towards the Millennium 
Development Goals (MDGs); donor co-ordination; and conclusions and 
perspectives. The Africa section (2.4) includes summary boxes on EC efforts to 
relieve suffering in Darfur and the Democratic Republic of Congo. The Asia section 
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(2.5) includes boxes on Afghanistan and post-tsunami relief plus a number of 
country-specific success stories. 

“Section 3 summarises progress in nine cross-cutting thematic programmes (The 
European Initiative for Democracy and Human Rights; aid to fight poverty diseases, 
and policies and actions concerning reproductive health; promotion of gender 
equality; promotion of sustainable development through environmental and tropical 
forests programmes; food security and food aid; the AENEAS programme in the area 
of migration and asylum; decentralised co-operation; co-financing programmes with 
non-governmental organisations; and the fight against illegal drugs.) 

“Section 4 contains two ‘feature articles’: one on Commission support for the Global 
Fund to Fight AIDS, Tuberculosis and Malaria; and one on EC aid and migration. 
The latter section illustrates EC policy under the Consensus on an issue that covers a 
number of perspectives beyond the disbursement of purely financial aid. 

“Section 5 concentrates on aid management issues and includes, at 5.1, a focus on 
budget support (noting that in 2006 the total value of budget support commitments, 
about €1.32 billion (£876 million), amounted to just over 17% of total commitments, 
which is a reduction compared to 2005). Section 5.2 describes progress on qualitative 
issues in aid management, including the methodology for monitoring progress 
towards strategic goals. Section 5.3 looks at EC engagement with the UN and World 
Bank. In addition there are two new sections not in previous Reports — paragraphs 
on working with and building the donor capacity of new Member States (5.5) and on 
visibility and communication (5.6). 

“Section 6 summarises the findings of the EC’s results-oriented monitoring of 1,384 
projects over 2006 (it concludes positively but notes slight variations in individual 
criteria). There are summaries of geographical and thematic/sectoral evaluations, 
including syntheses of lessons learned. The Report concludes with statistical annexes. 
There are three headline facts: that Africa was the largest beneficiary in 2006; that 
‘social infrastructure’ (i.e. health, education, water supply and sanitation, etc.) is the 
largest benefiting sector; and that there was a slight decline in 2006 on EC aid 
disbursed to least developed countries.” 

 The Government’s view 

7.17  The Minister describes the Commission’s Annual Report as “an important document, 
which publicises development activities undertaken by the European Commission” and is 
used by both development professionals and the general public. As such, “it needs to 
provide a short summary of highlights of the year and many examples which demonstrate 
development results (for a general audience), as well as a more comprehensive analysis of 
activities and impacts and statistics (for development professionals)”. This year’s Report is, 
he feels, “a considerable improvement upon that produced in 2006”, which he especially 
welcomes because “the European Commission has taken into account many of the 
suggestions made by Member States about the 2005 Annual Report”. 
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7.18 He regards the executive summary as a concise overview of the contents of the full 
document which, though lacking “success stories”, nonetheless contains a good set of 
summary statistics of the objectives which the Commission was striving to achieve.  

7.19 The Commission has provided more and better examples of the lessons learned 
through their evaluation processes than in previous reports: “Section 6 contains both the 
lessons and a synthesis”. 

7.20 Both governance and donor coordination are: 

“treated more systematically and seriously in this Report as compared to the previous 
reports. Each topic now merits its own sub-section within the geographic sections 
which comprise Chapter 2. The EC is becoming more effective in fostering dialogue 
on aid effectiveness and donor coordination, and the systematic inclusion of analysis 
on donor harmonisation in their Annual Report is very welcome. Similarly, with the 
agreement of the new Governance Initiative, it is appropriate that governance should 
be highlighted and analysed throughout Chapter 2.”  

7.21 The analysis of impact upon poverty and inequality in Middle Income Countries is 
welcomed, but: 

 “is very brief. We advocate that the European Commission should spend a greater 
percentage of its aid in low income, rather than in middle income countries — we 
believe that that expenditure in low income countries is very effective in reducing 
poverty. This makes it all the more important that the Commission clearly explains 
how their spending in middle income countries assist in achievement of the MDGs.” 

7.22 The Minister says that “there is an increased focus on reporting against achievement 
of the MDGs, reported separately under each geographic area”. But: 

“The analyses under these subheading sections are not uniformly strong. In future, 
we would like to see further analysis, with a judgement about the extent to which 
Commission programmes contribute to the results and some specific actions 
illustrating how these linkages work.” 

7.23 He is “disappointed to note that the baseline data on the Paris Declaration on Aid 
Effectiveness have not been reported”, explaining that the Paris Declaration, to which the 
European Commission is a signatory, “sets out targets aimed at increasing the effectiveness 
of aid”27 and that “baseline data were collected for 2006 and published in March 2007”.  

7.24 Finally, looking ahead, the Minister says that the report will be considered at the 
November General Affairs and External Relations Council (i.e., the second of the bi-annual 
“development” GAERCs). 

 
27 The Paris Declaration, endorsed on 2 March 2005, is an international agreement to which over one hundred 

Ministers, Heads of Agencies and other Senior Officials adhered, and which commits their countries 
and organisations to continue to increase efforts in harmonisation, alignment and managing aid for results with a 
set of monitorable actions and indicators. See 
http://www.oecd.org/document/18/0,2340,en_2649_3236398_35401554_1_1_1_1,00.html for full details. 
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Conclusions 

7.25 The Conclusions of the Council that considered the report on the EC’s 
development policy in 2005, which we considered earlier this year,28 invited the 
Commission in the 2007 Annual Report to: 

— make a clear link from the description of activities to the achievement of 
development policy objectives as defined in the Joint Development Policy 
Statement, including continued and enhanced MDG-related analysis; 

— set out explicitly its annual objectives in the report and to provide an assessment on 
their achievement; 

— include highlights from the Donor Atlas which are relevant to the achievement of 
development policy objectives; 

— after analysing the positive achievements and assessing existing challenges, 
strengthen the forward-looking contents of the Annual Report, by outlining 
improvements of policies and programming; and 

— include a more explicit description of implementation and effects of the Paris 
Declaration on Aid Effectiveness as well as, based on the biennial EU policy 
coherence for development (PCD)report, a summary of achievements as regards the 
PCD commitments. 

7.26 It is clear that — as the Minister says — the Commission has endeavoured to 
follow this prescription, and has produced not only an effective executive summary but 
a substantive report that is indeed better than ever. Nonetheless, it is also clear that 
there is still more that can be achieved under all of these headings. We should 
accordingly be grateful if the Minister would write to us after the November GAERC 
meeting, outlining the discussion on the Annual Report and the Conclusions adopted, 
with particular reference to what further aspects the Council has invited the 
Commission to focus on in the coming year and the continued shortcomings that he 
has identified.  

7.27 In the meantime, we clear the document. 

 
28 (27619) 10875/06: see HC41–xvii (2006–07), para 9 (18 April 2007). 
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Annex 1: Action and Objectives 

In 2006, the Commission’s external action was geared to achieving the following 

objectives: 

— Assisting acceding, candidate and potential candidate countries in moving closer to the 

EU through the implementation of the enlargement policy and the Stabilisation and 

Association process for the Western Balkans. Achievements: ensuring the successful 

accession of Bulgaria and Romania to the EU; signing of a Stabilisation and Association 

Agreement with Albania and negotiation of such agreements with Serbia, Montenegro, 

and Bosnia and Herzegovina; adoption of the Instrument for Pre-accession Assistance; 

adoption of a Communication on the Western Balkans as well as of the annual 

enlargement strategy paper. 

— Ensuring effective implementation of the European Neighbourhood Policy. 

Achievements: three new Action Plans with Armenia, Azerbaijan and Georgia; 

finalisation of the Action Plans with Egypt and Lebanon; adoption of the European 

Neighbourhood and Partnership Instrument; informal presentation of the Strategy 

Papers to the ENPI Committee and the Parliament; launch preparation of the ENPI 

Cross Border Co-operation programme documents; adoption of a new Communication 

on Strengthening the European Neighbourhood Policy. 

— Ensuring constructive engagement in the Middle East Peace Process, through the 

Quartet structure and in close co-operation with the parties. Achievements: creation of 

the Temporary International Mechanism (TIM): EC support to the Palestinian people 

reached € 339 million. 

— Continuing support for regional stability as well as reconstruction and political 

transition in Iraq. Achievements: preparation of the International Compact for Iraq; 

negotiations for a Trade and Co-operation Agreement launched; 2006 Assistance 

Programme approved and implemented. 

— Continuing the reconstruction and rehabilitation in response to the tsunami disaster. 

Achievements: implementation pace strongly accelerated; € 180 million in 
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rehabilitation and reconstruction activities committed, mainly for Indonesia, Sri Lanka 

and the Maldives. 

Implementing a new development policy to promote sustainable development and poverty 

reduction, on the basis of the framework proposed in 2005 and the review of the 

Millennium Development Goals, including a specific response for Africa. Achievements: 

policy content of the Consensus integrated into the Development and Co-operation 

Instrument (DCI), programming guidelines and regional strategies (e.g. EU Strategy 

for Africa). 

— Reaffirming a strong commitment to human rights. Achievements: renewed instrument 

for the promotion of democracy and human rights adopted at the end of the year. 

In addition to the above-mentioned objectives, the Commission made progress in the 

following fields, for which it also announced key initiatives in 2006: 

— Achieving substantial progress in Economic Partnership Agreement negotiations with 

six ACP regions to allow entry into force in 2008. Achievements: all negotiations 

advanced, analysis and capacity-building actions provided, link between negotiation 

process and programming of development co-operation ensured. 

— Contributing to the follow-up key initiatives on development, notably on financing, 

coherence, Africa and international public goods, as a result of this year’s G8 Summit 

and High-level Plenary meeting on Millennium Development Goals.  

Achievements: 

action plan on aid effectiveness (“EU aid: delivering more, faster and better”) approved 

with a list of nine deliverables to be implemented by 2010. 

— Reinforcing the Commission’s response capacity to humanitarian disasters, 

strengthening its disaster prevention and preparedness strategy, and addressing the EU 

contribution to the Global Health Fund for AIDS/HIV, Malaria and Tuberculosis. 

Achievements: consultation of partners and EU Member States launched to feed into a 

communication on ‘Towards a European Consensus on Humanitarian Aid’ to be issued in  

2007; annual contribution to the Global Fund of €90 million. 
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8  The Clean Sky and ENIAC Joint Undertakings 

(a) 
(28723) 
10148/07 
COM(07) 315 
 
+ ADD 1 
 
+ ADD 2 
 
 
+ ADD 3 
 
 
(b) 
(28730) 
10149/07 
COM(07) 356 
 
+ ADD 1 
 
+ ADD 2 

 
Draft Regulation establishing the Clean Sky Joint Undertaking 
 
 
 
List of Clean Sky Members 
 
Commission staff working document: impact assessment of the 
Clean Sky Joint Undertaking 
 
Commission staff working document: summary of the impact 
assessment 
 
 
Draft Regulation establishing the ENIAC (nanoelectronics) Joint 
Undertaking 
 
 
Commission staff working document: impact assessment  
 
Commission staff working document: summary of the impact 
assessment 

 
Legal base (Both) Article 171 EC; consultation; QMV 
Document originated (a) 13 June 2007 

(b) 22 June 2007  
Deposited in Parliament (a) 22 June 2007 

(b) 26 June 2007  
Department Innovation, Universities and Schools 
Basis of consideration EMs of 9 July 2007  
Previous Committee Report None 
To be discussed in Council No date set 
Committee’s assessment Politically important 
Committee’s decision (Both) Cleared but further information requested 

Background 

8.1 Article 171 of the EC Treaty authorises the Council to set up joint undertakings for the 
efficient execution of Community research and development (R&D).  

8.2 The budget for the EC’s 7th Framework Programme for R&D is €51.3 billion for 2007–
13.29 The Framework Programme comprises four specific programmes (“Cooperation”, 
“Ideas”, “People” and “Capacities”). Both the Framework Programme and the Cooperation 

 
29 (26581) 8087/05: see HC 34–xxx (2005–06), para 12 (24 May 2006). 
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programme refer to Joint Technology Initiatives (JTIs). The Competition programme 
describes the Initiatives as follows: 

“In a limited number of cases, the scope of [an R&D] objective and the scale of the 
resources involved justify setting up long term public private partnerships in the 
form of Joint Technology Initiatives. These initiatives, mainly resulting from the 
work of European Technology Platforms and covering one or a small number of 
selected aspects of research in their field, will combine private sector investment and 
national and European public funding, including grant funding from the Research 
Framework Programme and loan finance from the European Investment Bank. Joint 
Technology Initiatives will be decided on the basis of separate proposals (eg on the 
basis of Article 171 of the Treaty).”30 

8.3 Joint Technology Platforms are informal networks which are led by industry and bring 
together research bodies, businesses and public authorities. They define medium- to long-
term agendas for strategic research. Six areas have been identified as being particularly 
suitable for JTIs.31  

8.4 The Commission proposes that each JTIs should be implemented by a joint 
undertaking established under Article 171 of the EC Treaty. The undertakings would have 
a number of common features. For example, all six would be classified as Community 
bodies and the Community Staff and Financial Regulations would apply to them. 

Document (a): The proposed Clean Sky Joint Undertaking  

8.5 The Commission says that the aeronautics industry faces major challenges. They 
include: 

• the continuing growth in demand for air transport; 

• the need to reduce the impact of air transport on the environment (for example, to 
reduce its contribution to air pollution, noise and climate change); 

• the timescale for the replacement of aircraft provides the opportunity to exploit 
new clean technologies if R&D results are delivered before 2015; 

• the EU aeronautical industry faces strong competition, including growing 
competition from Brazil, China and India; and 

• public expenditure on aeronautics R&D is three times higher in the USA than it is 
in Europe. 

8.6 The Aeronautics Technology Platform has produced a strategic research agenda. After 
consulting Member States and others, the Commission proposes that the Clean Sky Joint 
Undertaking should be established to conduct R&D on the matters covered in that agenda. 

8.7 Accordingly, Clean Sky will focus on six technical areas: 

 
30 See (26879) 12736/07: draft Decision concerning the Specific Programme “Cooperation”, Annex I, page 25. 

31 The six areas are: aeronautics and air transport; hydrogen and fuel cells; innovative medicines; embedded computing 
systems; nanoelectronics; and global monitoring for environment and security. 
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i) the SMART Fixed Wing Aircraft Integrated Technology Demonstrator (ITD) 
concerned with R&D on active wing technologies which sense the airflow and 
adapt their shape as required); 

ii) the Green Regional Aircraft ITD (work on low weight configurations and 
technologies); 

iii) the Green Rotorcraft (R&D on, for example, rotor blades and engines to reduce 
noise and fuel consumption); 

iv) the Sustainable and Green Engine ITD (aimed at integrating technologies to 
produce low noise, lightweight and highly efficient configurations); 

v) the Systems for Green Operation ITD (R&D on, for example, all-electric aircraft 
equipment, thermal management and improved ground operations); and 

vi) the Eco-Design ITD, which will cover the full life cycle of materials and 
components and examine such things as decreasing the use of non-renewable 
materials, recycling and reducing the emission of noxious effluents. 

8.8 The draft Regulation provides for the Clean Sky Joint Undertaking to be established for 
the period up to the end of 2017. The Joint Undertaking’s objectives would be to accelerate 
development in the EU of clean air transport technologies for the earliest possible 
deployment; and to create radically innovative air transport systems with the aim of 
reducing the environmental impact of air transport. It would be based in Brussels. 

8.9 The founding members of the Joint Undertaking would be: 

• the Commission; and 

• the 12 ITD leaders and 74 Associates listed in the annex (ADD 1). 

8.10 Rolls Royce and Airbus UK are listed among the ITD leaders. Advanced Composites 
Group and Cranfield and Nottingham Universities are among the Associates. The 
Commission and ITD leaders would be responsible for Undertaking’s strategic 
management; the Associates would take part in one or more ITDs and be involved in 
reaching technical decisions on them. It would be open to any public or private body 
established in a Member State or other country associated with the EC 7th R&D Framework 
Programme to apply to become a member of the Clean Sky Joint Undertaking. 

8.11 The Joint Undertaking would be financed by contributions from Members and 
“affiliates” (defined as legal entities owned or controlled by an ITD leader or Associate, 
located in a Member State or associated country and participating in the activities of the 
ITD or Associate). The draft Directive expressly limits the EC’s financial contribution to 
€800 million at the most. The ITD leaders and Associates would be required to contribute 
at least as much as the EC.  

8.12  The draft Directive includes provisions on the contractual and non-contractual 
liabilities of the Joint Undertaking, the applicable law, the jurisdiction of the European 
Court of Justice and necessary supplemental and consequential matters, including the 
governance and Statutes of the Undertaking. 



European Scrutiny Committee, 31st Report, Session 2006–07    37 
 

 

8.13 ADD 2 provides detailed supporting information about the proposal; and a 
comparative assessment of the expected impacts of the Joint Undertaking and alternatives 
to it. ADD 3 is a summary of the impact assessment.  

The Government’s view on document (a) 

8.14 The Minister of State for Science and Innovation at the Department of Innovation, 
Universities and Skills (Ian Pearson) tells us that: 

“The UK Government strongly supports the aims of the Clean Sky JTI. The UK 
Aerospace industry is a European leader and the largest outside the USA. In 2006, it 
directly employed 124,000 people and had a turnover of £19.81 billion. The UK has 
world-class aeronautics companies which are already involved in the JTI process, 
including Rolls Royce and Airbus UK. The strength of the industry should put the 
UK in a good position to benefit substantially from this JTI both in terms of 
obtaining substantial funding, enhancing industrial capability and in promotion of 
the environmental agenda.” 

8.15 The Minister says that the draft Regulation would have “only a limited impact on UK 
law”. He adds, however, that the Government is examining the provisions on the corporate 
law applicable to the Joint Undertaking to see if they would leave significant gaps and 
whether any amendments are needed to ensure compatibility with UK law. 

Document (b): the proposed ENIAC Joint Undertaking 

8.16 The Commission says that nano-electronics is a strategic technology for Europe which 
will have a major effect on the EC’s competitiveness and growth. It increasingly underpins 
the high-tech manufacturing sectors. But EC nano-electronics companies face fierce 
competition from elsewhere; and expenditure on R&D in the EC is fragmented between 
and within Member States. Moreover, the scale of the required expenditure is great. Nano-
electronics is, therefore, one of the six JTIs included in the EC’s R&D Framework 
Programme for 2007–13.  

8.17 The proposal for a joint undertaking to implement the nano-electronics JTE (the 
ENIAC Joint Undertaking) takes account of the recommendations of the ENIAC 
Technology Platform and the Commission’s consultations with Member States, industry, 
research bodies and others. The aim of the R&D financed through the Joint Undertaking 
would be to boost the discovery, miniaturisation and integration of electronic devices and 
to develop new materials, equipment and processes for application in information and 
communication systems and, for example, in the transport, health care, energy, security 
and safety sectors. 

8.18 The draft Regulation provides for the establishment of the ENIAC Joint Undertaking 
to implement the JTI in the period up to 2017. The Joint Undertaking would be based in 
Brussels. Its objectives would include defining and implementing the Joint Undertaking’s 
research programme, selecting R&D projects through competition, giving the selected 
projects financial support and promoting investment in nano-electronics R&D.  

8.19 The founding members of the ENIAC Joint Undertaking would be: 
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• the Commission; 

• individual Member States (if they wish to participate); and 

• the AENEAS Association (an association of European nano-electronics companies 
and research organisations).  

Member States and other countries pursuing relevant research would be able to apply at 
any time to become members, as would any legal entity capable of making a substantial 
financial contribution to the achievement of the Joint Undertaking’s objectives. 

8.20 The draft Regulation provides for the running costs of the Joint Undertaking for the 
period up to the end of 2017 to be met by:  

• a financial contribution from AENEAS of up to €20 million or 1% of the total costs 
of research projects (not exceeding €30 million), whichever is the greater; 

• up to €10 million from the budget of the EC 7th Framework Programme; and  

• in-kind contributions from participating countries. 

8.21 The R&D projects selected for support by the Joint Undertaking would be funded 
from: 

• a total contribution of up to €440 million from the 7th EC Framework Programme; 

• grants from participating countries direct to R&D projects in which they have an 
interest; and 

• in-kind contributions from R&D organisations. 

8.22 The Joint Undertaking’s contribution to each research project would be up to 16.5% 
of the costs of the project. The Commission estimates that every Euro contributed from EC 
funds will “lever” in seven Euros from industry, research institutes and Member States. 

8.23 The draft Regulation includes supplemental and consequential provisions on, for 
example, the contractual and non-contractual liabilities of the Joint Undertaking, the 
applicable law, the jurisdiction of the European Court of Justice and the governance and 
Statutes of the Joint Undertaking. 

8.24 ADD 1 provides supporting information and a comparative assessment of the 
expected impacts of the ENIAC Joint Undertaking and alternatives to it. ADD 2 is a 
summary of the impact assessment. 

The Government’s view on document (b) 

8.25 The Minister tells us that the Government will consider whether to become a founder 
member of the ENIAC Joint Undertaking. He adds that: 

“Membership would increase UK influence over the development of the JTI. There is 
initially no financial commitment, but if the UK were to remain a member there 
would be pressure to provide a national financial contribution … There is no 
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minimum level set and there is flexibility for national contributions to increase or 
decrease on an annual basis. Alternatively, the proposed legislation includes the right 
for all Member States to join the JTI during its implementation even if they are not 
founding members.” 

8.26 The Minister says that there are some detailed matters — such as the effect of the 
application of the Community Staff Regulation on the Joint Undertaking’s ability to recruit 
suitable staff; and the provisions on contractual and non-contractual liabilities — on which 
the Government will seek clarification during the negotiations on the draft Regulation. 

Conclusion 

8.27 We see no reason to doubt the suitability of aeronautics and nano-electronics to be 
Joint Technology Initiatives. In our view, it is reasonable to use Article 171 of the EC 
Treaty to establish a Joint Undertaking to implement each of the initiatives. We also 
consider that the proposals are consistent with the principle of subsidiarity because of 
the scale and complexity of the proposed research and the benefits of cross-border 
cooperation. 

8.28 We are content to clear both documents from scrutiny. But we ask the Minister to 
send us progress reports on the negotiations of the two draft Regulations.  

 
 
 

9  EU/Latin America Relations 

(27132)  
— 
COM(05) 636 
+ ADD1 

Commission Communication: A Stronger Partnership between the 
European Union and Latin America 

 
Legal base — 
Department Foreign and Commonwealth Office  
Basis of consideration Letter of 12 July 2007 
Previous Committee Report HC 34–xx (2005–06), para 16 (1 March 2006); also see 

(28683) 10323/07: HC 41–xxvii (2006–07), para 8 (27 
June 2007) 

Discussed in Council 27 February 2006 General Affairs and External 
Relations Council  

Committee’s assessment Politically important  
Committee’s decision Cleared  
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Background 

9.1 In its introduction to this Communication, the Commission says that, “in a world filled 
with new threats and opportunities, the European Union, as a global actor, needs to 
consolidate relations with its closest partners. One of these is Latin America, with which we 
share a common commitment to human rights, democracy and multilateralism. Europe 
needs all its friends in order to assert these common values. Few regions in the world offer 
so many reasons to build a genuine alliance. Given their shared history and culture, the EU 
and Latin America are thus better placed to understand each other than many other 
regions, boosting their potential for joint action considerably. Being close allies on the 
international scene is therefore in their mutual interest. For that reason the Commission 
intends to use this document and the detailed annex to strengthen the partnership between 
the EU and Latin America, and renew the strategy that has been followed for the past 
decade.” 

9.2 The Commission formally presented the Communication at the 30 January 2006 
General Affairs and External Relations Council (GAERC) and tabled it for discussion at the 
27 February GAERC, prior to the EU-Latin America and Caribbean Summit in Vienna in 
May 2006. We considered it on 1 March 2006.32 

The Commission Communication  

9.3 The 19 January 2006 Explanatory Memorandum from the then Minister of State for 
Europe in the Foreign and Commonwealth Office (Mr Douglas Alexander) explained the 
Communication well. The Communication aimed to send a clear signal that the EU is 
interested in the development of Latin America. It argued the case for a strengthened EU-
Latin America relationship — the EU is the largest foreign investor, largest aid donor and 
primary trading partner for many Latin American countries; they are trying to implement 
ambitious economic and social reforms and adopting democratic systems; Latin America is 
rapidly becoming an ally in wider foreign policy fora including in the WTO and the UN. 
The EU-Latin America and Caribbean Summit should therefore seek to develop a strategic 
partnership by: 

— establishing a network of association agreements;  

— holding genuine political dialogues which increase the influence of both regions on the 
international scene; 

— developing effective sectoral dialogues with a view to the sustainable reduction of 
inequalities and promoting sustainable development;  

— contributing to the development of a stable and predictable framework to help Latin 
American countries attract more European investment; 

— tailoring aid and cooperation more to the needs of individual countries; and 

— increasing mutual understanding through education and culture. 

 
32 See headnote. 
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9.4 The then Minister for Europe argued that dialogue with the major regional powers in 
Latin America, hitherto absent, and in the proposed areas of sectoral discussion — social 
cohesion and the environment — was important. But that dialogue should be effective and 
eschew burdensome new structures. Such dialogue had not characterised the relationship, 
with overlong agendas and declaratory meetings. It was also important for 
development/technical assistance to focus on poverty alleviation, in line with the 
Millennium Development Goals, which ought also be reflected in a promised companion 
Commission Communication on relations with the Caribbean. 

9.5 We felt that, while he had explained the Communication well, we would like to know 
like to know whether the Government agreed with the Commission’s proposals for 
building the hoped-for stronger partnership with Latin America; though not a proposal for 
legislative action, once endorsed by the Council it would lead to activity and expenditure — 
why did he think that this proposal would be any more successful than its predecessor in 
developing the sort of relationship that had long been looked for but which, despite earlier 
such plans and summits, had failed to materialise? 

9.6 Our counterparts in the House of Lords’ Select Committee on the European Union 
took a similar view, in a letter to the then Minister. He responded to both Committees in a 
letter of 9 February 2006, the contents of which are set out in detail in our previous 
report.33 

9.7 For our part, we concluded that, while dialogue between the EU and the major regional 
powers in Latin America was plainly important (and so, too, the proposed areas of sectoral 
discussion), it was vital that for it to be effective, and not talk for talk’s sake: such dialogue 
needed to be not only focussed but also honest, and not shy away from controversial but 
nonetheless important issues where positions differed. Warm words from the Commission 
about being close allies on the international scene, and from the Minister about Latin 
America rapidly becoming an ally in wider foreign policy fora, including in the WTO, 
seemed to us to sit oddly with the reality of the differences between Brazil and the EU in 
the current Doha Development Round, and the discriminatory action taken at Argentina’s 
instigation with regard to European companies doing business with the Falkland Islands. 
Moreover, it was not apparent to us how the worthwhile objective of eschewing 
burdensome new structures would be aided by the creation of a further inter-parliamentary 
forum, especially since it was not at all clear what those prayed in aid by the Minister — 
with the Africa, Caribbean and Pacific (ACP) and the Euro-Med countries — had 
contributed to promoting the democratic process in other regions where democratic 
institutions were likewise weak. 

9.8 We cleared the Communication with a Report to the House in view of the widespread 
interest in developments in and relations with Latin America, and asked the Minister to 
write after the Summit to let us know the extent to which the key considerations — 
dialogues that are not only clearly focussed, but honest and tackle all relevant issues; no 
new burdensome structures; MDG-focussed development priorities — had been reflected 
in what was discussed and agreed between the EU and its Latin American partners. 

 
33 See headnote. 
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The Minister’s letter 

9.9 A response has finally been forthcoming, some 14 months later. Ignoring its tardiness, 
the new Minister for Europe at the Foreign and Commonwealth Office (Mr Jim Murphy) 
prefers to see this as “a good moment, roughly halfway between the EU-Latin America & 
Caribbean (EU-LAC) Summit of Vienna in May 2006 and the next Summit, due to be held 
in Lima in May 2008” upon which to give us “an update”. He continues as follows: 

“Last year’s Vienna Summit, at which Tony Blair, Geoff Hoon and Lord Triesman 
represented the UK, was an important opportunity to underscore that Latin America 
matters to Europe and to hold focused meetings with leaders from the region. The 
Summit also made useful progress towards enabling the start of negotiations on 
Association Agreements between the EU and the Community of Andean Nations, 
and between the EU and Central America. 

“Since the Summit, there [has] been some encouraging progress: 

• Negotiations on an Association Agreement with the Community of Andean 
Nations were launched in June 2007; the first round of formal negotiations 
will take place in September. The Commission hopes to open negotiations on 
an Association Agreement with Central America in October. 

• The EU held its first Summit with Brazil in Lisbon on 4 July: I am writing 
separately on the specific points you raised about the Summit. 

• With UK encouragement the Commission, and the Finnish and German 
Presidencies, have focused on the important issue of investment security in 
the region. A special meeting was organised by the German Presidency in 
Hamburg in May to discuss investment security. This issue is now firmly on 
the EU-Latin America & Caribbean agenda. 

“We believe the EU has taken a robust approach when necessary. The Commission 
has raised the importance of investment security on several occasions with high-level 
visitors from Latin America. It has also raised with Argentine interlocutors 
discriminatory draft legislation being considered by Argentina’s Congress, aimed at 
penalising companies doing business with the Falkland Islands. The EU has issued 
clear statements on issues of concern, such as the recent murder of 11 Fuerzas 
Armadas Revolucionarias de Colombia (Revolutionary Armed Forces of Colombia) 
(FARC) hostages in Colombia and the Venezuelan Government’s non-renewal of 
Radio Caracas Television’s (RCTV) licence. 

“We continue to encourage the EU to focus its assistance on poverty alleviation, in 
line with the Millennium Development Goals.  

“We support the Commission’s plan, as proposed in its Communication, to organise 
a meeting of EU-Latin America & Caribbean Environment Ministers before the next 
Summit in Lima. We believe this should be a valuable opportunity to intensify EU 
dialogue with the region on climate change and other environmental issues of key 
concern. 
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“In our judgement, however, the agenda for the last Summit was too long and 
unfocused. The UK is working with other EU partners towards a shorter and more 
outcomes-focused agenda for next year’s Lima Summit. Our wish is to see the 
Summit focus on one or two themes of real importance to both regions. We 
understand that this is also the wish of the Peruvian hosts, although it is always 
challenging to achieve consensus on the agenda in a process that brings together so 
many countries, each with its own priorities.” 

Conclusion  

9.10  It would be unfair to blame the new Minister for Europe for the delay in 
responding: however, we take this opportunity to remind him of the need to respond as 
promptly as possible to our requests for further information. 

9.11 The most charitable explanation for the delay in responding is that the previous 
Minister felt that there was so little to say after the Summit that it was preferable to 
await developments. Even so, there is little in his letter to suggest that this most recent 
Summit was any more focussed, effective and honest than its predecessors (and, since 
he makes no mention of it, any less enamoured of bureaucratic trappings, such as yet 
another inter-parliamentary forum). Moreover, it is not encouraging that even at this 
early stage his commendable prescription for the next such Summit is somewhat 
circumscribed. Without the approach that he is advocating, such Summits will 
continue to be, at best, a talking shop and an opportunity for bilateral diplomacy. We 
hope that, in the not too distant future, when the next such Communication is 
submitted for scrutiny ahead of the 2008 Summit, he will be able to demonstrate that 
its agenda and focus will be a real break with an unproductive past. 

9.12  As we said when we considered the similar, preliminary Commission 
Communication ahead of the EU-Brazil Summit to which he refers, there continued to 
be echoes of a similar contradiction between fine-sounding words and aspirations and 
clear objectives and deliverables to support the UK’s global and bilateral interests.34 We 
look forward to hearing from him about the outcomes, and the Action Plan that is 
being developed in its aftermath, and preferably somewhat sooner than in this instance. 

 
 

 
34 (28683) 10323/07: see HC 41–xxvii (2006–07), para 8 (27 June 2007). 
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10  The EU and Montenegro 

(a) 
(28748) 
11152/07 
COM(07) 350 
 
 
 
(b) 
(28765) 
11153/07  
+ ADD1 
COM(07) 351 

 
Draft Council and Commission Decision on the conclusion and 
signing of the Stabilisation and Association Agreement between 
the European Communities and its Member States and the 
Republic of Montenegro on behalf of the European Community 
 
 
 
Draft Council Decision concerning the signing and conclusion of 
the Interim Agreement on trade and trade-related matters 
between the European Community and the Republic of 
Montenegro 

 
Legal base Article 133 EC; unanimity 
Document originated 21 June 2007 
Deposited in Parliament (a) 5 July 2007 

(b) 6 July 2007 
Department Foreign and Commonwealth Office  
Basis of consideration EM of 13 July 2007 
Previous Committee Report None; but see (26575) 8884/05: HC34–i (2005–06), 

para 48 (4 July 2005) 
To be discussed in Council 15–16 October 2007 General Affairs and External 

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

Background 

10.1 After several years of violent conflict in the Balkans, the EU Regional Approach 
sought to underpin the implementation of the Dayton/Paris and Erdut35 agreements and 
bring basic stability and prosperity to the region. This was based on: 

• a recognition that the main motivator for the establishment of a dependable rule of 
law, democratic and stable institutions and a free economy is a relationship with 
the EU based on a credible prospect of membership, once the relevant conditions 
have been met (which prospect was offered explicitly at the Feira European 
Council in June 2000); 

• the need for the countries to establish bilateral relationships between themselves 
which would encourage greater economic and political development; and 

 
35 Signed in Erdut, Croatia and in Zagreb, Croatia, in 12 November 1995. 
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• the need for a flexible approach which, although anchored to a common set of 
political and economic conditions, allows each country to move ahead at its own 
pace.  

10.2 Stabilisation and Association Agreements (SAA) represent both the cornerstone of the 
Stabilisation and Association process (SAp) and a key step to its completion. The conclusion 
of an SAA represents the signatories’ commitment to complete, over a transitional period, 
a formal association with the EU. It has a high political value. It is based on the gradual 
implementation of a free trade area and on reforms designed to achieve the adoption of EU 
standards, with the aim of moving closer to the EU. The EU’s strategy relies on the contract 
it enters into with individual countries being fulfilled satisfactorily. Careful preparation is 
thus a vital component of the SAp. 

10.3 In July 2005 we considered, and cleared, a Commission Communication which 
assessed the progress of what was then Serbia and Montenegro (SaM) in meeting the SAp 
political and economic criteria and in developing the capacity to negotiate meaningfully 
and subsequently implement an SAA successfully. It concluded that SaM was ready to 
proceed to this next stage, and therefore recommended the opening of negotiations, with a 
view to subsequently presenting a draft mandate to the Council. But it noted that progress, 
both before and during negotiations, would depend not only on further economic and 
other reforms but also, and importantly, on continued, and ultimately full, cooperation 
with the International Criminal Tribunal for the Former Yugoslavia (ICTY); should the 
Commission note at any time that the State Union and republican authorities of SaM had 
not lived up to their commitments and had not satisfactorily addressed the issues 
highlighted in this Communication, it would propose to the Council that the negotiations 
be suspended.36 The Council decided on 3 October 2005 to authorise the Commission to 
begin these negotiations, which started on 10 October 2005.  

10.4 In June 2006, following a referendum the previous month, Montenegro declared 
independence and withdrew from the State Union of Serbia and Montenegro. Immediately 
thereafter, Montenegro was assessed to be fully cooperating with the ICTY.37 New 
Negotiating Directives for Montenegro were adopted on 24 July 2006 and negotiations 
resumed on 25 September 2006.  

The Council Decisions 

10.5 The proposals constitute the legal instruments for the signature and the conclusion of 
the Stabilisation and Association Agreement between the European Communities and 
their Member States and the Republic of Montenegro. The Commission explains that 
negotiations were concluded on 1 December 2006 and, after consultations with the 
Member States, the SAA was initialled in Podgorica on 15 March 2007. It focuses on the 
following main elements: 

 
36 See headnote. 

37 The Commission suspended talks with Serbia in May 2006 because of Serbia’s poor cooperation with the ICTY. 
Following the formation of a new government in May 2007, the Serbian authorities have established a National 
Security Council headed by the President to coordinate the work of the security services, and are judged to have 
played a key role in the recent arrest of two ICTY indictees (Vlastimir Djordjevic and Zdravko Tolimir). Against this 
background the European Commission re-started Serbia’s SAA negotiations on 13 June 2007, with full cooperation 
remaining the test for SAA conclusion.  
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— provision for political dialogue with Montenegro; 

— provisions on enhanced regional cooperation, including the perspective of establishing 
free-trade areas between the countries of the region; 

— the perspective of the establishment of a free-trade area between the Community and 
Montenegro within five years of the entry into force of the Agreement; 

— provisions on the movement of workers, freedom of establishment, supply of services, 
current payments and movement of capital; 

— the commitment by Montenegro to approximate its legislation to that of the EC, 
notably in key areas of the internal market; 

— provisions on cooperation with Montenegro in a wide range of fields, including justice, 
freedom and security; and 

— provision for the establishment of a Stabilisation and Association Council which 
supervises the implementation of the Agreement, of a Stabilisation and Association 
Committee and a Stabilisation and Association Parliamentary Committee. 

10.6 The Commission is now asking the Council to give its final approval to the text of the 
SAA, which it says was undertaken in close consultation with the Special Committee 
created for this purpose (known as COWEB), and “to engage the procedures for the 
signature and conclusion of this Agreement” on the basis of the two proposals.  

10.7 The Commission notes that ratification by all Member States is a prerequisite for the 
entry into force of the Agreement. 

10.8 In his 13 July 2007 Explanatory Memorandum, the Minister for Europe at the Foreign 
and Commonwealth Office (Mr Jim Murphy) says that the Commission is hoping that it 
will be possible to hope to sign the SAA at the 15–16 October GAERC and is proposing 
that, in parallel, an Interim Agreement be signed at the same time, to allow the Community 
competence elements, e.g. trade liberalisation, to come into force immediately, as they do 
not require parliamentary ratification. 

 The Government’s view 

10.9  The Minister describes the SAA as “a key step on the path to EU membership [which] 
will establish a far-reaching contractual relationship between the EU and Montenegro, 
entailing mutual rights and obligations”. It will ensure not only “the gradual 
implementation of a free trade area” but also “reforms designed to achieve the adoption of 
EU standards in areas such as justice, freedom and security”. He recalls that “our strategic 
goal for the Western Balkans region is to move it towards EU and NATO membership”, 
which he sees “as the long-term answer to the instability that dogged the Balkans in the 
1990s, and the best way to embed democracy and development in the region”.  

10.10 He says that regular dialogue and monitoring missions to Podgorica have enabled 
the Commission to be satisfied that Montenegro has made sufficient progress to conclude 
negotiations on the text of the Stabilisation and Association Agreement and to recommend 
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its adoption. He also notes that the text of the Agreement has been written in close 
consultation with the COWEB, which is made up of all Member States; and that “neither 
signature of the Stabilisation and Association Agreement nor the text itself is politically 
controversial”, with “other Government Departments, notably the Home Office, DEFRA, 
DTI and HMT” having been “involved throughout the process”. 

10.11 He also notes that, following signature, the Agreement will need to be ratified by all 
27 Member States: 

“This process will maintain the pressure on Montenegro to continue to implement 
the necessary reforms, as it will have to persuade all Member States and their 
Parliaments that progress is forthcoming. During the period between signature and 
ratification, the Commission will monitor Montenegro’s progress through the 
European Partnership and annual progress reports.” 

10.12 On the Financial Implications, the Minister notes that from 2007, the Instrument for 
Pre-Accession (IPA) will deliver EU assistance to Turkey, Croatia, Albania, Bosnia and 
Herzegovina, Kosovo, Macedonia, Montenegro and Serbia, with IPA assistance for the 
Western Balkans seeking “to support economic and social development and assist in 
implementing the necessary reforms to move closer towards EU integration”. The UK is, 
he explains, liable for 17.5% of the IPA budget — approximately €17 million of the €97.3 
million which the IPA will deliver to Montenegro between 2007–09. 

Conclusion  

10.13 We note that we will be able to monitor progress during the EU-wide ratification 
process, which we understand could take between 12 and 24 months, when the 
Commission reports referred to above are deposited for scrutiny.  

10.14 In the meantime, we have no questions for the Minister and are reporting this 
welcome development because of both its inherent importance and as a prelude to the 
further consideration by the House to which it will be subject during ratification. 

10.15 We now clear the documents.  
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11  Financial management 

(28740) 
11320/07 
COM(07) 343 

Commission Communication: Progress report as at 31 March 2007 on 
the modernisation of the accounting system of the European 
Commission  

 
Legal base — 
Document originated 21 June 2007 
Deposited in Parliament 29 June 2007 
Department HM Treasury 
Basis of consideration EM of 9 July 2007 
Previous Committee Report None 
To be discussed in Council Not yet planned 
Committee’s assessment Politically important 
Committee’s decision Cleared, but relevant to next debate on financial 

management 

Background 

11.1 In 2002 the Commission announced its plans for modernisation of the accounting 
system of the European Communities. The project was to address three main issues: 

• compliance with internationally-accepted accounting principles for the public 
sector, especially regarding accrual accounting (the recording of accounting events 
when they occur, not when cash is received or paid or at the year end); 

• integration of financial and accounting systems held on different IT platforms; and 

• meanwhile improving the performance of the IT system SINCOM2, particularly 
concerning security and consistency of data from different sources.38 

11.2 The Commission has reported several times on progress in implementing its 
proposals, most recently in July 2006, for the period up until 31 March 2006. That report 
was mainly concerned with the production for the first time of accounts on a full accruals 
basis (referred to as ABAC). It noted that: 

• the European Court of Auditors gave a positive opinion on the 2005 accounts, 
except for two reservations concerning an estimated overstatement of 0.5% of net 
assets and the lack of assurance of figures relating to the Directorate General for 
Education and Culture; 

• the shortened statutory deadline was met in the preparation of the accounts, which 
the discharge authority particularly commended; and 

 
38 (24144) 15872/02: see HC 63–x (2002–03), para 11 (29 January 2003) and Stg Co Deb, European Standing Committee 

B, 26 February 2003, cols 3–24. 
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• that a project or action plan for 2006–07 had been adopted.39 

The document 

11.3 This Report is the latest by the Commission about progress in implementing its 
modernisation of the accounting system. It covers the period up until 31March 2007. In it 
the Commission says that: 

• during the period under review activity was undertaken in accordance with the 
project plan 2006–7 and that plan, for developing, integrating and improving IT 
systems, has been updated and extended to 2008; 

• considerable progress was made in assuring the quality of accounting data by 
improvements in the control environment and the reinforcement of accounting 
controls; 

• an accounting quality project was developed to give guidelines and practical aid to 
Authorising Services, with clearly defined roles and responsibilities; 

• all Directorates General (DGs) and Services made concerted efforts in checking 
data and estimating accrued expenditure on a coherent and consistent basis whilst 
preparing the 2006 accounts; 

• the Accounting Officer’s staff carried out in depth checks on the systems and 
quality of the accounting data and explained the controls to be undertaken and the 
closure and cut-off procedures; 

• following trials in selected DGs implementation of the accounting quality project 
began in all DGs in March 2007, but a shortage of qualified accounting staff proved 
to be an obstacle; 

• in order to provide the functionalities required to improve financial accounting 
and controls and to have a better integration of the various modules improvements 
have been made to the various IT models and new versions have been introduced; 

• although progress has been made in developing the ABAC IT system, the 
Commission Services continue to work on the complete integration of the system 
through two IT projects (named Budget Control System and Assets II); 

• further IT developments will relate mainly to improving user-friendliness and 
financial reporting functions and to the longer-term aim to enhance the 
interoperability and closer integration of local systems; 

• training programmes on accounting issues have been earmarked for 2007 and 
2008; 

• on 30 March 2007 the Accounting Officer presented the provisional financial 
statements for 2006; 

 
39 (27684) 11399/06: see HC 34–xxxviii (2005–06), para 4 (18 October 2006). 
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• measures taken to address the problems encountered in the first two years of using 
the ABAC system should enable the Commission to assure reasonable quality of 
financial information; 

• the final set of financial statements is to be approved by the Commission by 31 July 
2007; 

• the Commission acknowledges that further challenges remain in attaining full 
compliance with all accounting standards and achieving a more fully integrated IT 
system. Its project plan for the two years ahead addresses the weaknesses identified, 
including by embedding procedures and controls necessary to ensure consistent 
high quality of accounting data, improving recording and reporting of sums 
recovered by the Commission and Member States, completing validation of 
existing and new systems, incorporating the European Development Fund 
accounts into the ABAC system, training of staff and integrating external bodies 
and IT systems; and 

• the Commission remains committed to achieving the highest standards of 
accounting in the public sector. 

The Government’s view 

11.4 The Economic Secretary to the Treasury (Kitty Ussher) tells us that: 

“The Government welcomes the continued effort and progress made by the 
Commission in implementing its accruals based accounting system and agrees that 
accounting processes must continue to be improved and developed further.” 

Conclusion 

11.5 This report usefully summarises recent developments in management of the 
Community’s financial resources. Although we clear the document we note that it will 
be relevant to the next debate we recommend on financial management (which we 
expect to be on the 2006 Commission Report on countering fraud and the 2006 
European Court of Auditors audit report).  
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12  Documents not raising questions of sufficient legal 
or political importance to warrant a substantive report 
to the House 

Department for Business, Enterprise and Regulatory Reform 

(28728) 
11050/07 
COM(07) 334 

Commission report on Council Directive 2001/23/EC of 12 March 2001 
on the approximation of the laws of the Member States relating to 
the safeguarding of employees' rights in the event of transfers of 
undertakings, businesses or parts of undertakings or businesses. 

(28732) 
11040/07 
COM(07) 335 

Draft Council Decision on the position to be adopted by the 
Community within the ACP-EC Council of Ministers concerning the 
modification of Protocol No.3 on South Africa to the ACP-EC 
Partnership Agreement. 

(28770) 
10229/07 
COM(07) 278 

Draft Regulation imposing a definitive anti-dumping duty and 
collecting definitively the provisional duty imposed on imports of 
certain saddles originating in the People’s Republic of China. 

(28773) 
10269/07 
COM(07) 271 

Draft Regulation imposing a definitive anti-dumping duty and 
collecting definitively the provisional duty imposed on imports of 
certain prepared or preserved sweet corn in kernels originating in 
Thailand. 

Department for Environment, Food and Rural Affairs 

(28742) 
11342/07 
COM(07) 360 

Commission Report on the evolution of the market in milk products 
and competing products. 

(28750) 
11398/07 
COM(07) 370 

Commission Report on management of planting rights pursuant to 
Chapter I of Title II of Council Regulation (EC) No.1493/1999. 

(28752) 
11419/07 
COM(07) 369 

Draft Council Regulation amending Regulation No.1543/2000 
establishing a Community framework for the collection and 
management of the data needed to conduct the Common Fisheries 
Policy. 

Food Standards Agency 

(28743) 
11351/07 
COM(07) 368 

Draft Regulation amending Regulation (EC) No.1924/2006 on 
nutrition and health claims made on foods. 
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Foreign and Commonwealth Office 

(28539) 
8449/07 
COM(07) 141 

Draft Council and Commission Decision on the conclusion of the 
Protocol to the Partnership and Cooperation Agreement between the 
European Communities and their Member States and the Republic of 
Turkmenistan to take account of the accession of the Republic of 
Bulgaria and Romania to the European Union. 

(28540) 
8808/07 
COM(07) 142 

Draft Council and Commission Decision on the signing and 
provisional application of a Protocol to the Partnership and 
Cooperation Agreement between the European Communities and 
their Member States and the Republic of Tajikistan to take account of 
the accession of the Republic of Bulgaria and Romania to the 
European Union. 

 

(28541) 
8450/07 
COM(07) 143 

Draft Council and Commission Decision on the conclusion of the 
Protocol to the Partnership and Cooperation Agreement between the 
European Communities and their Member States and the Republic of 
Tajikistan to take account of the accession of the Republic of Bulgaria 
and Romania to the European Union. 

(28542) 
8809/07 
COM(07) 144 

Draft Council and Commission Decision on the signing and 
provisional application of a Protocol to the Partnership and 
Cooperation Agreement between the European Communities and 
their Member States and the Republic of Turkmenistan to take 
account of the accession of the Republic of Bulgaria and Romania to 
the European Union. 

Home Office 

(28722) 
10979/07 
SEC(07) 833 

Commission Staff Working Document on the development of the Visa 
Information System (VIS) - 2006 Progress Report (submitted to the 
European Parliament and the Council in response to the obligation of 
Article 6 of the Council Decision No.2004/512/EC of 8 June 2004). 

Department for Transport 

(28729) 
11128/07 
COM(07) 319 

Draft Directive on the coupling device and the reverse of wheeled 
agricultural or forestry tractors (codified version). 
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(28749) 
11377/07 
COM(07) 366 

Draft Council Decision on the conclusion of Protocols amending the 
Agreements on certain aspects of air services between the European 
Community and the Government of Georgia, the Republic of 
Lebanon, the Republic of Maldives, the Republic of Moldova, the 
Government of the Republic of Singapore and the Oriental Republic 
of Uruguay to take account of the accession to the European Union 
of the Republic of Bulgaria and the Republic of Romania. 

HM Treasury 

(28759) 
11613/07 
COM(07) 318 

Draft Council Decision authorising France to apply a reduced rate of 
excise duty on "traditional" rum produced in its overseas 
departments and repealing Council Decision 2002/166/EC of 18 
February 2002. 
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Formal minutes 

Wednesday 18 July 2007 

Members present: 

Mr Michael Connarty, in the Chair 

Mr David S Borrow 
Mr William Cash 
Mr James Clappison 
Ms Katy Clark 
Jim Dobbin  
Mr Greg Hands 

 Kelvin Hopkins 
Mr Lindsay Hoyle 
Angus Robertson 
Mr Anthony Steen 
Richard Younger-Ross 

The Committee deliberated. 

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

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

Paragraphs 1.1 to 1.21 read and agreed to. 

Paragraph 1.22 read, amended, and agreed to. 

Paragraphs 2.1 to 3.6 read and agreed to. 

Paragraphs 3.7 to 3.8 read, amended, and agreed to. 

Paragraphs 4.1 to 12 read and agreed to. 

Resolved, That the Report, as amended, be the Thirty-first 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 25 July at 2.30 p.m. 
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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) 
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) 
Greg Hands MP (Conservative, Hammersmith and Fulham) 
David Heathcoat-Amory MP (Conservative, Wells) 
Kelvin Hopkins MP (Labour, Luton North) 
Lindsay Hoyle MP (Labour, Chorley) 
Bob Laxton MP (Labour, Derby North) 
Angus Robertson MP (SNP, Moray) 
Anthony Steen MP (Conservative, Totnes) 
Richard Younger-Ross MP (Liberal Democrat, Teignbridge) 


