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Notes 

Numbering of documents 

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

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

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

Abbreviations used in the headnotes and footnotes 

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

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

Euros 

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

Further information 

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

Contacts 

All correspondence should be addressed to the Clerk of the European Scrutiny 
Committee, House of Commons, 7 Millbank, London SW1P 3JA. The telephone 
number for general enquiries is (020) 7219 3292/5465. The Committee’s email 
address is escom@parliament.uk 
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1  Global navigation satellite system: European Institute 
of Technology 

(a) 
(28940) 
13112/07  
+ ADD1 
COM(07) 534 
 
(b) 
(28941) 
13113/07 
COM(07) 535 
 
(c) 
(28942) 
13237/1/07 
COM(07) 549 

 
Commission Communication: Progressing Galileo: re-profiling the 
European GNSS Programmes 
 
 
 
 
Amended draft Regulation on the further implementation of the 
European satellite radionavigation programmes (EGNOS and 
Galileo) 
 
 
Commission Communication concerning the revision of the multi-
annual financial framework (2007–2013) 
Draft Decision amending the Inter-Institutional Agreement of 17 
May 2006 on budgetary discipline and sound financial management 
as regards the multi-annual financial framework 

 
Legal base (a) — 

(b) Articles 155(1) and 156 EC; co-decision; QMV 
(c) —; co-decision; QMV 

Documents originated (a) and (b) 19 September 2007  
(c) 4 October 2007 

Deposited in Parliament (a) and (b) 28 September 2007  
(c) 9 October 2007 

Department (a) and (b) Transport 
(c) HM Treasury 

Basis of consideration (a) and (b) EMs of 17 October 2007  
(c) EM of 15 October 2007 

Previous Committee Report None 
To be discussed in Council (a) and (b) Transport Council November 2007  

(c) ECOFIN Council November 2007 
Committee’s assessment Politically important 
Committee’s decision Not cleared. Further information requested 

Background 

Global navigation satellite system 

1.1 The Community has a two-phase policy for developing a global navigation satellite 
system (GNSS). The first phase, GNSS 1, is the European Geostationary Navigation 
Overlay System (EGNOS) programme. The second phase, GNSS 2, is the programme, 
named Galileo, to establish a new satellite navigation constellation with appropriate 
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ground infrastructure. Galileo is based on the presumption that Europe ought not to rely 
indefinitely on the GPS (the US Global Positioning System) and GLONASS (the Russian 
Global Navigation Satellite System) systems, augmented by EGNOS. Galileo is being 
carried out in conjunction with the European Space Agency (ESA). There are a number of 
agreements in place or being negotiated with third countries about cooperation in the 
Galileo project. 

1.2 It is intended that Galileo will allow provision of five services. These are known as the: 

• Open Service (OS), free of charge at the point of use; 

• Commercial Service (CS), offering added value for more demanding uses; 

• Safety of Life Service (SoL), for safety-critical applications that require high 
integrity; 

• Search and Rescue Service (SAR), to complement the current COSPAS-SARSAT 
system (International Satellite Search and Rescue System founded by Canada, 
France, the former USSR and the USA in 1988 and with 33 countries now 
participating); and 

• Public Regulated Service (PRS), a high-performance, encrypted service for 
authorised civil government applications. 

1.3 The Galileo programme has three phases: 

• the development and validation phase — development of the satellites and the 
system’s ground components, as well as validation in orbit (IOV). This phase was 
due to run from 2003 to 2005, but will now continue until 2009. The project is 
currently in the validation part of this phase; 

• the deployment phase — building and launching 30 satellites and establishing the 
entire ground-based component. This phase was due for 2006 and 2007; and  

• the commercial operating phase — commencement of the full commercial 
operation of the system. This phase was due to begin in 2008. 

1.4 It had been intended that a public private partnership (PPP) be established for the 
deployment and operational phases of the Galileo programme, with the public sector 
financial contribution being limited to one-third of the costs. The Galileo Joint 
Undertaking (GJU), which was wound up with effect from 31 December 2006, was 
responsible for managing the programme’s development phase for the Community and the 
ESA, including the procedure to select the future private-sector concessionaire to run the 
PPP. In 2004 a GNSS Supervisory Authority (GSA) was established to manage the public 
interests relating to European satellite radio-navigation programmes — currently EGNOS 
and Galileo. It was intended to be the formal owner of these two systems and to act as the 
regulatory authority for the concessionaire during deployment and operation. The GSA 
has taken over the functions of the GJU, including responsibility for negotiations with the 
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consortium1 which was bidding to be the concessionaire — in the course of 2006 it became 
apparent that those negotiations were making little or no progress.  

1.5 In March 2007 the Transport Council set a deadline of 10 May 2007 for the bidding 
consortium to put itself in a position to resume meaningful negotiations and asked the 
Commission to report back for the Council’s 7–8 June 2007 meeting on how matters stood 
on the whole Galileo project and on alternative scenarios for carrying the project forward. 
In the light of the Commission’s response in June 2007 the Transport Council adopted a 
Resolution which: 

• concluded that the current concession negotiations have failed and should be 
ended; 

• asked the Commission to prepare detailed alternative proposals for taking the 
project forward, to be put to the October 2007 Transport Council; 

• underlined that these should be based on an additional thorough assessment of 
costs, risks, revenues and timetable; and 

• asked the Commission to submit financing options, a procurement strategy, 
concepts for the subsequent operation and exploitation phase, and proposals for a 
sound public sector governance structure.  

1.6 The Presidency made clear the possibility that, if suitable answers were not found, the 
project would be ended and that the Council should not rule out the involvement of private 
finance. In the Council debate the Government: 

• accepted that Galileo had the potential to be a key project, as it is described in the 
Resolution, but that it should not be proceeded with unless the costs were 
justifiable; 

• stressed that, while the Government accepted that the current PPP negotiations 
had failed, it was committed to a PPP model; 

• argued that a PPP was the best way to ensure risk and cost are effectively managed, 
that the risks in terms of costs and timetable would not be reduced, and might be 
increased, by moving to a public procurement, and that open tendering and 
competitive procurement was essential; 

• said the Council had to ensure that it learned from the problems there have been, 
and improved governance and risk management;  

• said it was important that funding for Galileo had to be found within the limits of 
the current budget allocations, without reopening the current Community 
Financial Perspective; and 

 
1 The consortium comprised eight companies — Aena, Alcatel, EADS, Finmeccanica, Hispasat, Inmarsat, Thales and 

TeleOp — from the Member States with major space industries, France, Germany, Italy, Spain and UK. 
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• welcomed the Presidency’s recognition that the project could be ended if 
acceptable solutions were not found, and that the involvement of private finance 
was not ruled out. 

1.7 From early in 1999 we and previous Committees have reported to the House on many 
aspects of the Galileo project, most recently in June 2007.2 The matter has also been 
debated three times in European Standing Committee A and, most recently, once on the 
Floor of the House.3 

European Institute of Technology 

1.8 In February 2005, the Commission published its proposals for the re-launch of the 
Lisbon Strategy (Working together for growth and jobs). It included a proposal for the 
creation of a European Institute of Technology (EIT). Its purpose would be to improve EU 
competitiveness by bringing together the best people from universities, companies and 
research bodies to provide world-class research, innovation and post-graduate teaching. 

1.9 In October 2006 the Commission published a draft Regulation to establish the EIT. The 
draft Regulation provided that the tasks of the EIT would include: 

• identifying matters of potential major economic and social interest for Europe 
which are likely to generate the best added value from innovation; 

• deciding in which of those matters to invest resources; 

• selecting about six Knowledge and Innovation Communities (KIC), defining their 
rights and obligations in agreements, applying quality controls to them, 
periodically evaluating their activities, and ensuring appropriate coordination 
between them;  

• raising the EIT’s income; and 

• promoting the recognition of EIT degrees and diplomas. 

The draft Regulation defined a KIC as “a joint-venture of partner organisations, whatever 
its precise legal form, selected and designated by the EIT to carry out at the highest level 
integrated innovation, research and education activities in a specific field”. Businesses, 
research bodies and universities would form themselves into partnerships which would 
compete for designation by the EIT as KICs. Each KIC would last seven to 15 years and 
would raise its funds from public and private sources. 

1.10 The draft Regulation also provided that: 

• post-graduate degrees and diplomas awarded through KICs would be “EIT degrees 
and diplomas”; 

• the EIT would have legal personality; 

 
2 (28660) 7828/07 + ADD1: see HC 41–xxvi (2006–07), para 1 (20 June 2007). 

3 See HC Deb, 2 July 2007, cols 763–787. 
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• the Protocol to the EC Treaty on the Privileges and Immunities of the European 
Communities should apply to the EIT; 

• the EIT would have a Governing Board, an Executive Committee, a Director and 
an Audit Committee; and 

• the Governing Board would have a total of 19 members. The Commission would 
appoint 15 of them for a non-renewable term of six years. The remaining four 
members would be elected by the staff and students of the EIT and KICs.  

1.11 Finally, the draft Regulation provided that the EIT would be financed through: 

• contributions from the Community budget; 

• payments from Community programmes; 

• contributions from Member States and public authorities; 

• contributions from business and private organisations (such as companies, banks 
and venture capitalists); 

• bequests and donations from individuals, charities and others; and  

• revenue generated from the EIT’s activities and other sources, such as intellectual 
property. 

A financial statement attached to the draft Regulation forecast that between 2008 and 2013 
the total combined costs of the EIT and KICs would be €2.367 billion (£1.5954 billion). The 
total income of the EIT and KICs would also be €2.367 billion, with €1.531 billion (£1.0753 
billion) coming from the Community’s Research and Development Programme, the 
Structural Funds and other Community programmes, €526.9 million (£355.13 million) 
from Member States, public authorities and private bodies, and €308.7 million (£208.1 
million) from the Community budget.4 

1.12 The draft Regulation is still under consideration and during Council negotiations the 
proposal has been revised substantially. The EIT itself would have a less prominent role 
and the number of KICs would be reduced from six to two or three. However, the 
Community budget contribution remains at €308.7 million, a number about which the 
Government remains unhappy, although otherwise broadly content with the revised 
proposal.  

The documents 

Global navigation satellite system 

1.13 The Commission Communication, document (a), is the response to the Transport 
Council’s request of June 2007 and is supplemented by a staff working document. The first, 
introductory, section of the Communication summarises the actions taken by the 

 
4 (27994) 14871/06 + ADDS 1-2: see HC 41–ii (2006–07), para 1 (29 November 2006) and Stg Co Debs, European 

Standing Committee, 30 January 2007, cols. 4–27. 



8    European Scrutiny Committee, 38th Report, Session 2006–07 

 

Community since the problems in the concession negotiations became apparent, refers to 
the request for further advice by the Transport Council and recalls the support expressed 
for the Galileo programme by the European Council in June 2007. The Commission says it 
expects a decision to be taken on how to progress the programme by the end of 2007. 

1.14 The Communication’s second section discusses system infrastructure costs. The 
Commission estimates that the cost of delivering full operational capability (FOC) for 
Galileo, which it expects to be achieved in 2013, will be €3.4 billion (£2.369 billion). This 
covers the cost of 26 satellites and launches, two spare ground based satellites, the 
remaining ground infrastructure and a contingency reserve of 14% (amounting to €428 
million (£279 million)). The other four satellites in the planned 30 satellite constellation 
(three are spare) are being launched as part of the development phase of Galileo, starting 
on current plans in 2009. The costs are broken down as follows in the Communication: 

Item 
Estimated costs in millions of Euros 
(sterling equivalent) 
 

Galileo FOC (Full Operational Capability) 

 Satellites + launchers 1,600 (1,115) 

 Ground control infrastructure 400 (279) 

 Operations (for 4 years) 275 (192) 

 Systems Engineering 150 (105) 

 Procurement Agent management costs 195 (136) 

EGNOS 

 Exploitation and operations (2008–2013) 330 (230) 

Support to the Commission 

 Project management support and advisory Services 27 (19) 

Contingencies5 428 (298) 

Total 3,405 (2,373) 

 

The Commission says that: 

• these figures represent a best estimate of the expected procurement costs; 

• are contingent on a political decision being taken by the end of 2007; and 

• the total costs to the Community will only become fully apparent during the course 
of contract negotiations.  

It asserts that it is important to place the Community in a good negotiating position, in 
order to obtain the best value for money, by means of a competitive bidding procedure 
based on principles to be agreed in the procurement strategy. 

1.15 The third section of the Communication sets out the Commission’s views of the risks 
in the programme, covering in particular design and procurement risks — information on 
risks in the operations and exploitation phase are provided in the annex to the 

 
5 Possible cost overruns of the development phase, that is the IOV phase, will be covered by the current financial 

arrangements for IOV and/or the Contingencies Reserve. 
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Communication. The Commission suggests that the identified risks are commensurate 
with the ambitions and scope of the programme and that, over and above the contingency 
proposed, there is no need for specific budgetary provision at this stage.  

1.16 The next section of the Communication considers the economic benefits and potential 
exploitation revenues from the Galileo system. In discussing the downstream market it 
highlights estimates of the potential growth of the GNSS market and the added value that 
Galileo can bring, particularly through the increased availability of GNSS signals. On direct 
exploitation revenues the Commission notes that these represent a tiny portion of the 
overall return, but that they are nevertheless expected to be large — between €4.6 billion 
(£3.21 billion) and €11.7 billion (£8.15 billion) over 20 years. Over half of this is expected to 
be generated by “special use” of the OS — that is provision of an authentication signal to 
prevent an illegal signal transmitter imitating the Galileo signal. Although the OS is free, 
the authentication element — which the Commission envisages would be used for 
regulated applications, such as road tolling — would incur a charge.6 Almost 30% of the 
revenues is expected to be derived from the fully encrypted PRS for government use.  

1.17 The Commission proposes that in reaching decisions on the way forward the Council 
should take note of the macro-economic benefits of the programme, the direct benefits in 
terms of new services and markets and the expected exploitation revenues. 

1.18 The Communication’s fifth section addresses financing of EGNOS and Galileo. The 
Commission’s proposals are discussed more fully in documents (b) and (c). The 
Commission:  

• envisages a further €2.4 billion (£1.66 billion) is required for Galileo, making a total 
of €3.405 billion (£2.3695 billion), for the period 2007–2013; 

• notes two main options available to the Community — Community funding and 
inter-governmental funding (either through the ESA or directly from Member 
States); 

• rejects inter-governmental funding, which is being used for the current 
development/IOV phase, because not all Member States are members of the ESA 
and because of the governance problems that would arise from part ESA financing; 

• instead favours a revision of the multi-annual financial framework for 2007–2013 
(the Financial Perspective);  

• refers to other options, available in the Inter-Institutional Agreement on budgetary 
matters, that it rejected — use of the margins, use of the Flexibility Instrument or, 
notably, use of the ability to vary by up to 5% amounts provided in multi-annual 
programmes. In the latter connection the Commission acknowledges that a 
considerable amount could, in principle, be transferred to the Galileo programme 
by re-deploying existing resources within Heading 1a (Competitiveness for growth 
and employment), but argues that such a re-deployment at the beginning of the 
programming period would not be appropriate; and 

 
6 The current Galileo Mission Requirement Document does not include a provision for the authentication function of 

the Open Service.  
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• proposes that current financial arrangements for EGNOS should continue until 
March 2009, when the pre-qualification phase is due to be completed. After this the 
Commission proposes that EGNOS operations be covered by the GNSS budget. 
The Commission estimated cost for this — six years of operations and exploitation 
— is €330 million (£230 million). 

1.19 The sixth section of the Communication deals with user needs and preparation of 
markets. The Commission, in the staff working document, argues that the responses to its 
Green Paper on satellite navigation applications7 indicated that the market is not 
sufficiently aware, mature or developed and highlights the problems caused by the 
uncertainty around the timetable for Galileo and EGNOS. It argues that the public sector 
should do more to prepare the GNSS market. It proposes an action plan, based on 
responses to the Green Paper, to be published by the end of the year and which would be 
carried forward by the GSA. The main objective of this plan is to establish a framework 
that allows the development of applications based on both EGNOS and Galileo by means 
of targeted action. Activity would include: 

• assistance to public and private sector players in all economic sectors; 

• raising awareness and provision of technical information; 

• standardisation, certification and consolidating market requirements; and 

• removing barriers to Community policies which could profit from interoperable 
satellite navigation services. 

1.20 The Communication’s seventh section reviews public sector governance. The 
Commission is looking to establish itself as the overall public sector programme manager, 
overseeing the development, procurement, operations, and exploitation contracts related 
to system infrastructure. It says political oversight should remain with the Council and the 
European Parliament. It advocates the creation of a comitology committee,8 to be called the 
Committee on European GNSS Programmes. This would take all decisions on the related 
budget line as well as technical, programmatic, schedule and financial decisions related to 
Galileo and EGNOS, but the Transport Council would continue to exercise political 
oversight. 

1.21 As for the GSA, in addition to its role in market development, the Commission sees 
the authority acting as an accreditation body for organising certification of the programme. 
It would also advise and assist the Commission as appropriate. The Commission foresees 
the ESA acting as the procurement agent and design authority, acting on the basis of a 
detailed agreement with the Community. Procurement would take place on the basis of six 
principles: 

 
7 (28154) 16540/1/06: see HC 41–vii (2006–07), para 5 (24 January 2007) and HC 41–xxiii (2006–07), para 2 (6 June 

2007). 

8 Comitology is the system of committees which oversees the exercise by the Commission of legislative powers 
delegated to it by the Council and the European Parliament. Comitology committees are made up of representatives 
of the Member States and chaired by the Commission. There are three types of procedure (advisory, management 
and regulatory), an important difference between which is the degree of involvement and power of Member States’ 
representatives. Regulatory with Scrutiny, introduced in July 2006, gives a scrutiny role to the European Parliament 
in most applications of comitology. 
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• application of Community public procurement rules; 

• implementation of open and competitive procurement; 

• taking account of existing achievements and investments; 

• parallel, double-sourced procurement in a number of key areas; 

• incremental implementation of the system infrastructure and validation of the 
services, in order to control risks; and 

• taking due account of the strategic nature of the programmes and the security and 
export control requirements. 

1.22 The penultimate section of the Communication relates to the concepts for the 
operations and exploitation phases. The Commission says that it remains committed to the 
early involvement of the private sector in these phases, including the possibility of a PPP. 
But it argues that the decision on such involvement should be taken at an appropriate time 
— once there is greater clarity on the risks, in particular market risks — and the staff 
working document suggests this decision is unlikely to be taken before 2013. 

1.23 The Communication’s final section sets out the anticipated timetable for the 
programmes. This is dependent on a political decision having been taken by the end of 
2007. It foresees Galileo FOC in mid-2013, with notable earlier events including Galileo 
FOC procurement contracts commencing in autumn 2008 and the launch of the first IOV 
satellites a year later. 

1.24 The amended draft Regulation, document (b), complements the Commission 
proposals in its Communication, document (a). In July 2004 the Commission proposed a 
draft Regulation to establish a public sector contribution to the deployment and 
operational phases of the Galileo programme. This was one of the documents debated in 
European Standing Committee A in December 2004.9 Although some progress was made 
in negotiating this proposal it has been overtaken by the failure of the negotiations with the 
consortium and subsequent developments.  

1.25 This revised version of the draft Regulation sets out the Commission’s proposals for 
having the Galileo programme adequately financed as a wholly publicly funded 
procurement project. It now also incorporates financing from April 2009 for the EGNOS 
programme, in accordance with the wishes first expressed by the June 2003 Transport 
Council and as mentioned in document (a).10 In putting forward a revised proposal for 
financing EGNOS and completion of the deployment phase of the Galileo programme 
under public procurement the Commission estimates the extra funding required at €2.4 
billion (£1.6723 billion) in addition to the €1.005 billion (£0.7002m) already programmed 
in the Financial Perspective: thus amounting to €3.405 billion (£2.376 billion) in total. The 
Commission proposes that the funds should come from a reallocation from the margin of 
Headings 2 (Preservation and Management of Natural Resources) and 5 (Administration), 

 
9 (25879) 11834/04: see HC 42–xxxi (2003–04), para 4 (15 September 2004), HC 42–xxxvii (2003–04), para 1 (17 

November 2004) and Stg Co Debs, European Standing Committee A, 2 December 2004, cols 3–30. 

10 The Commission’s estimated cost for this is €330m (£230m) comprising 6 years of operations and exploitation of 
EGNOS. 
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where it believes the necessary funds are available in 2007–2008, to that of Heading 1A 
(Competitiveness for growth and employment) which includes Galileo, with an additional 
reallocation of €300 million (£209.04 million) from the 7th Research and Development 
Framework programme. 

1.26 The Commission proposes a public sector management structure, under which it 
would take over the responsibility for project managing the Galileo programme, with the 
ESA acting in the role of procurement and design authority. The Commission proposes the 
comitology committee, the Committee on European GNSS Programmes, mentioned in 
document (a), be set by the draft Regulation, to operate under its chairmanship and on 
which Member States would be represented. The Committee would take all decisions on 
the related budget line as well as related technical, programmatic, schedule and financial 
decisions related to Galileo and EGNOS. It would bring in advisors and external expertise 
as required. 

1.27 The Commission sees the GSA having the responsibility for market development and 
as an accreditation authority for organising the certification of the programme. It would 
also advise and assist the Commission as appropriate. The Commission proposes an 
increase of the size of its own Galileo unit from 14 to 35 staff to reflect its greater leadership 
role. 

1.28 The ESA role in the Galileo and EGNOS programmes will be on the basis of a multi-
annual agreement to be reached with the Community. The Commission envisage this 
agreement including general conditions for Community funds managed by the ESA. The 
agreement would make clear that contracts concluded under the agreement would have to 
follow Community rules on public contracts. In addition, due account should also be taken 
of progress thus far and already agreed investments. Agreements in force should also be 
taken into account, where appropriate. 

1.29 The amended draft Regulation foresees the development and validation phase of 
Galileo ending in 2010. Deployment will take place from 2008 to 2013 with the commercial 
operating phase beginning at the end of this period. It is proposed that EGNOS be financed 
by the public sector. Its operation would be the subject of a public service contract with the 
private sector. It would then become part of the commercial operating phases of Galileo in 
due course. 

Global navigation satellite system and the European Institute of 
Technology 

1.30 In its Communication, document (c), the Commission proposes a draft Decision to 
revise the multi-annual financial framework, the Financial Perspective, in accordance with 
the relevant provisions of the Inter-Institutional Agreement (IIA) on budgetary matters for 
the period 2007–2013.11 The Commission proposes this revision to finance the Galileo 
programme and the EIT. The Commission estimates the extra funding required for these 
programmes at €2.4 billion (£1.6723 billion) and €309 million (£215.3112 million) 
respectively. 

 
11 OJ No. C 139, 14.6.06, p.1. 
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1.31 The Commission recapitulates developments on GNSS and the case it makes in 
support of full public sector financing of the EGNOS and Galileo programmes and the 
need for additional funding. Its profile for additional commitments is:  

 
Commitment Appropriations 
 

2007 2008 2009 2010 2011 2012 2013 2007–2013 

 
Currently programmed commitments 
 

100 151 201 251 151 151 0  1,005 

 
Additional commitments required 
 

0 +789 +599 +739 +120 +96 +57 +2,400 

 
Total commitments 
 

100 940 800 990 271 247 57  3,405 

(€millions at current prices) 

1.32 In the Communication the Commission recalls that in presenting its draft Regulation 
to establish the EIT it proposed a budget allocation of €308.7 million (£215.1 million) for 
the period 2008–2013 for the EIT under Heading 1a (Competitiveness for growth and 
employment). This amount was to represent only a percentage of the total EIT budget, as 
both the EIT and its constituent parts, the KICs, are expected to attract other sources of 
financing, including from the private sector. No provision had been made for the EIT in 
the current Financial Perspective and the Commission originally proposed using the 
margins under Heading 1a to finance the launching of the EIT. However, no agreement 
was reached on the source of the EIT’s funding nor on alternative funding solutions. It is 
on this basis that the Commission says that it sees no other alternative to proposing to 
cover the financing needs of the EIT by revising the financial framework. The 
Commission’s profile of the additional commitments required for the EIT is: 

 
Commitment Appropriations 
 

2007 2008 2009 2010 2011 2012 2013 2007–2013 

 
Additional commitments required 
 

0 +3 +6 +30 +63 +80 +127 +309 

(€millions at current prices) 
 
1.33 As part of its analysis the Commission says that it has looked at the possibilities for 
mobilising the additional financing needs of Galileo and the EIT under the current ceiling 
of Heading 1a. It believes that there is no possibility of redeploying or re-profiling 
significantly existing envelopes within the annual ceilings. It proposes that €300 million 
(£209 million) should be made available within transport related activities financed under 
the 7th Research and Development Framework programme. But it comments that the IIA 
requires sufficient margins be left available beneath the ceilings. On this basis the 
Commission asserts that the margins of Heading 1a cannot be used to cover the additional 
financing needs of the Galileo programme and the EIT. 

1.34 The Commission also discusses the scope for offsetting the raising of one ceiling by 
lowering another. Allowing for the deduction of €300 million from the 7th Research and 
Development Framework programme the financing gap to be filled is €2.409 billion 
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(£1.6785 billion). The Commission proposes to use the margins of Heading 2 (Preservation 
and Management of Natural Resources) and Heading 5 (Administration) where it believes 
the necessary funds are available in 2007–2008. The Commission: 

• says the 2007 Budget and the Preliminary Draft Budget for 2008 will result in 
substantial margins being available under Heading 2 — €2.1 billion (£1.4362 
billion) in 2007 and €2.5 billion (£1.742 billion) in 2008; 

• proposes to lower the ceiling of Heading 2 by €1.689 billion (£1.768 billion) in 2007 
and by €500 million (£348.4 million) in 2008; and 

• proposes to decrease the ceiling of Heading 5 by €120 million (£83.616 million) in 
2007 and €100 million (£69.68 million) in 2008 leaving a margin of €16 million 
(£11.1488 million) in 2007 and €70 million (£48.776 million) in 2008.  

1.35 The Commission notes that the IIA requires that any revision of the Financial 
Perspective must maintain an appropriate relationship between commitments and 
payments. It proposes to offset the increase in payment appropriations required for 
financing of both Galileo and the EIT by a decrease of payment appropriations in 2007 and 
2008. This approach would result in the following modification of the annual ceilings for 
payment appropriations: 

 
Total Payment Appropriations 
 

2007 2008 2009 2010 2011 2012 2013 2007–2013 

 
Current IIA ceiling 
 

123,790 129,481 123,646 133,202 133,087 139,908 142,180 925,294 

 
Required modification 
 

- 1,809 - 391 + 329  + 471 + 568 + 454 + 354 - 24 

(€millions at current prices) 

The Government’s view 

Global navigation satellite system 

1.36 On the Commission’s Communication about carrying Galileo forward, document (a), 
the Minister of State, Department for Transport (Ms Rosie Winterton) reminds us the 
Government’s priority objectives for the Galileo programme have been to:  

• achieve a robust and viable PPP for deployment, operation and replenishment of 
the system; 

• influence development and financial control of the project to ensure a transparent 
process, which would deliver a value for money deal for the Community; 

• maintain Galileo as a civil programme under civilian control; and 

• secure maximum benefit for the UK and Community from Galileo, including 
promoting the UK bid for Cardiff to host the GSA. 
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1.37 The Minister then highlights that the Commission’s proposals for public procurement 
of a full operating capability, rather than a PPP covering both deployment and operation, 
affect these objectives by: 

• increasing the up-front public funding from the Community budget that would be 
needed for the system, potentially reducing the value for money for the 
Community offered by the project; and 

• reducing the financial and project management disciplines, including effective 
governance and commercial focus, that the Government had expected to be 
provided through the PPP governance arrangement, with a corresponding increase 
in the risks. 

The Minister adds that the Government is very concerned at the Commission’s proposal to 
revise the Financial Perspective for the period 2007–13 in its first year. She continues that 
the Government remains committed to the principles of budget discipline and sound 
financial management and will seek further justification as to why the extra up-front 
funding for Galileo cannot be meet by the reprioritisation of allocated expenditure under 
Heading 1a of the Financial Perspective. The Minister comments also that the proposals do 
not affect the Government’s objectives of maintaining Galileo as a civil programme under 
civilian control and securing the maximum benefit for the UK and Community from 
Galileo. 

1.38 The Minister next elaborates on two points of concern. On the question of value for 
money she recalls the Commission’ response of May 2007 to the Transport Council12 
which provided a financial assessment of various options for taking forward the Galileo 
programme, including full programme re-bidding for a new PPP covering both 
deployment and operations and a public procurement followed by a PPP. She says: 

• this assessment was developed under substantial time pressure and the cost and 
direct revenue estimates that underpinned it were approximate; 

• it suggested, however, that over the period 2007–2030 a public procurement 
followed by a PPP for operation and refurbishment would cost less, €1 billion 
(£0.6968 billion), in net present value terms, than restarting a PPP process for both 
deployment and operation, €1.8 billion (£1.2542 billion); 

• the absolute figures are very dependent on estimates of the scale and timing of the 
revenue assumptions which, although informed by the previous PPP negotiations, 
are difficult to assess; 

• they, however, take no account of the wider economic benefits that might be 
generated by Galileo operating alongside GPS and other GNSS systems; and 

• the relative value for money assessment of the options is dependent on the 
estimates of the scale and duration of the up-front costs that would be incurred in a 
public procurement. 

 
12 (28660) 7828/07 + ADD1: see HC 41–xxiii (2006–07), para 2 (6 June 2007) and HC 41–xxvi (2006–07), para 1 (20 June 

2007). 
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1.39 The Minister continues that: 

• the current Communication provides more detail on the cost estimates 
underpinning the previous assessment, which have now been subject to detailed 
evaluation by independent consultants; 

• nevertheless, the Government continues to have reservations about some of these 
estimates, particularly the costs of moving from the development phase to an 
operational system — experience of EGNOS has shown it is likely to pose a range 
of challenges, and over whether sufficient allowance has been made for risks; 

• the Government will continue to discuss these estimates, and the options for 
ensuring that the project is constrained within whatever budget might finally be 
agreed for procurement, with the Commission; and 

• the Government will continue to press for a more comprehensive cost-benefit 
analysis prior to final decisions on the way forward and for a continuing 
commitment to pursuing a PPP for the subsequent operation and refurbishment of 
the system to maximise the value for money offered by the project.  

1.40 On the second point, the question of governance and project management, the 
Minister says that if the Community decides to proceed with a public procurement for 
deployment the Government believes it will be important to retain as many as possible of 
the financial and project management benefits that the PPP structure would have offered, 
such as incentives to reach full service commencement, optimising revenue generation 
potential and strong project and risk management through effective governance. The 
Commission’s current proposals do not go far enough in ensuring that these benefits are 
still delivered. In particular, the Government will wish to see effective arrangements to 
ensure that there is no conflict between ESA’s role as design authority and its activities as 
procurement agent, and that the mechanisms and necessary skills are in place to ensure 
that it is able to manage effectively the risks in the programme. She says the Government: 

• wishes to examine closely the arrangements for oversight of the project through the 
proposed Committee on European GNSS Programmes; 

• wishes to ensure that it provides adequate transparency and control for Member 
States; 

• wishes to ensure that the role of the GSA in advising and assisting the Commission, 
in addition to its proposed role in market development and as an accreditation 
authority for organising the certification of the programme, is clear; and 

• will continue to press to ensure that the Commission’s commitment to an open 
competitive procurement architecture with parallel multi-source procurement is 
maintained to provide open access and fair competition for the private sector at all 
levels, including small and medium sized enterprises.  

1.41 On the revised draft Regulation, document (b) the Minister notes that its successful 
negotiation depends on the outcome of the larger issues addressed in the Communication, 
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document (a). She then briefly reiterates the Government concerns about the proposals for 
the Financial Perspective 2007–2013 and for governance of the Galileo programme. 

Global navigation satellite system and the European Institute of 
Technology— finance 

1.42 On the Commission proposal in relation to the IIA and the current Financial 
Perspective, document (c), the Economic Secretary to the Treasury (Kitty Ussher) first 
emphasises Government concern about the Commission’s proposal to revise the 2007–
2013 Financial Perspective in the first year of its existence. She says: 

• the Government will work with like-minded Member States to press the 
Commission for further justification for this draft Decision; 

• it remains committed to the principles of budget discipline and sound financial 
management and will continue to uphold them for all new Community 
expenditure; 

• it will seek to ensure that all alternative options to revising the Financial 
Perspective have been thoroughly explored; 

• in particular it will ask for further justification as to why the reallocation of 
expenditure from existing programmes to meet the requirements of the Galileo 
and EIT projects is not considered a viable option by the Commission; 

• when new funding needs of this magnitude arise, for new projects that have not 
been programmed into the Financial Perspective or for projects that have been 
significantly re-profiled, reprioritisation should as far as possible be sought from 
allocated expenditure; 

• margins should ideally be maintained to deal with unforeseen expenditure of 
existing programmes that may arise during the course of the Financial Perspective; 

• the Government continues to seek further detail on cost, associated risk and 
anticipated revenues for both projects; 

• while the information provided on costs and risks on the Galileo project is more 
detailed than received from the Commission in the past it is not as extensive as the 
Government would wish for such a programme; 

• the Government continues to believe that the direct Community budget 
contribution for the EIT of €308.7 million (£215.3112 million) has never been 
properly justified; 

• it opposed the proposal for the EIT on the basis of budgetary concerns at the June 
2007 Competitiveness Council, but regrettably was in a minority of one on this 
issue; and 

• it believes it is essential that a proposal of this nature should be discussed 
thoroughly by the ECOFIN Council and that ideally a decision should be reached 
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by finance ministers on the financing before final decisions are taken on how to 
proceed with the projects as a whole. 

Conclusion 

1.43 The Galileo programme continues to cause us concern. There have been a number 
of points over the last few years when it has seemed appropriate to draw back and ask 
whether it is worth continuing with the project — and that does not seem to us to have 
happened. A final decision on the future of Galileo has been, for various, and 
sometimes understandable, reasons, continually postponed. In June 2007 we agreed 
with the Government’s position that no final decision should be taken until the 
Commission’s ideas on how to carry forward and fund Galileo were fully developed and 
explained. However, we suggested that there was a prior assertion from the 
Commission which perhaps also needed to be fully tested — that was the case for 
continuing the Galileo project at all, rather than writing off the sunk cost and letting 
Europe’s industry continue to exploit the existing and developing opportunities 
available through GPS uses.13 

1.44 Although the Minister (Rosie Winterton) addresses the question of value for 
money in relation to the Commission’s proposal for continuing Galileo, she does not 
address directly the case for continuing the Galileo project at all. Before considering 
these documents further we should like to hear from the Government on this matter. 

1.45 We should also like to hear about another point. We note that the Commission 
takes a rather sanguine view of the risks in the programme. However it identifies the 
likelihood of design or deployment risks impacting on expected baseline revenues as 
probable — we should like the Government’s comment on this. 

1.46 We note with approval the Government’s approach to the funding of the EIT and 
the suggested consequences for the Financial Perspective. We look forward to hearing 
also about satisfactory progress on this matter. 

1.47 Meanwhile we do not clear the documents. 

1.48 Finally, we are pleased to note that the Transport Committee is continuing its 
interest in the Galileo project and is planning to report its views on the latest 
developments shortly. 

 
 
 

 
13 Ibid. 
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2  Multiannual framework for the European Union 
Agency for Fundamental Rights 

(28922) 
13025/07 
COM(07) 515 

Draft Council Decision adopting a multiannual framework for the 
European Agency for Fundamental Rights 

 
Legal base Article 5(1) of Council Regulation (EC) 168/2007; 

consultation; simple majority  
Document originated 12 September 2007 
Deposited in Parliament 21 September 2007 
Department Ministry of Justice 
Basis of consideration EM of 3 October 2007 
Previous Committee Report None 
To be discussed in Council No date set 
Committee’s assessment Legally and politically important 
Committee’s decision Not cleared; further information requested 

Background 

2.1 The European Union Agency for Fundamental Rights (the Agency) was established by 
Council Regulation (EC) No 168/2007.14 The adoption of this Regulation followed the 
decision of the European Council in December 2003 that the European Monitoring 
Agency for Racism and Xenophobia should become a “human rights agency”. The 
objective of the Agency is to provide advice and expertise relating to fundamental rights to 
the institutions, bodies, offices and agencies of the Community and its Member States 
when implementing Community law. 

2.2 The Regulation establishing the Agency was made under Article 308 EC. The Agency 
therefore has no competence in relation to matters falling under the EU Treaty. 

2.3 Article 5 of Council Regulation (EC) No 168/2007 provides for the adoption by the 
Council, after consulting the European Parliament, of a “Multiannual Framework” to set 
out the broad areas of activity of the Agency. Article 5(2) requires the Framework to 
determine the “thematic areas” of the Agency’s activities, which areas must include “racism 
and xenophobia and related intolerance”, and to include provisions to ensure 
“complementarity” with the remit of other Community and Unions bodies as well as with 
the Council of Europe and other international organisations active in the field of 
fundamental rights.  

 
14 OJ No. L 53, 22.02.07, p.1. 
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The draft Council Decision 

2.4 The draft Council Decision sets out ten thematic areas of activity for the Agency over 
the next five years. These areas are as follows: 

“(a) racism, xenophobia and related intolerance; 

(b) discrimination based on sex, racial or ethnic origin, religion or belief, 
disability, age or sexual orientation or of persons belonging to minorities; 

(c) compensation of victims, prevention of crime and related aspects relevant to 
the security of citizens; 

(d) protection of children, including rights of the child; 

(e) immigration and integration of migrants; 

(f) asylum; 

(g) visa and border control; 

(h) participation in the Union’s democratic functioning; 

(i) human rights issues relating to the information society; and 

(j) access to efficient and independent justice.” 

2.5 The Commission advances the following by way of justification for the choice of the 
above themes. Racism and xenophobia (a) must be included as a theme, by reason of 
Article 5(2) of Regulation (EC) 168/2007. The Commission explains that “virtually all 
stakeholders expect” that the Agency will deal with discrimination on the grounds referred 
to in Article 13 EC (theme (b)). Theme (c), the compensation of victims and the 
prevention of crime is explained on the basis that “the establishment of the area of 
freedom, security and justice has made the security policy essential also within the EC, with 
aim to facilitate the free movement of persons while ensuring safety and security of 
citizens”. The Commission adds that crime prevention “is an indispensable part of this 
work”. As far as the rights of victims are concerned, the Commission states that these rights 
“should be included to [sic] thematic areas corresponding to Community law on state 
compensation to crime victims or victims of human trafficking” and argues that “there is a 
proven interest by the stakeholders to [sic] these areas”. In relation to the protection of 
children and the rights of the child (theme (d)), the Commission argues that the link 
between Community priorities and the rights of the child is “obvious” and that the work 
under this heading would include the areas of free movement, education, social cohesion 
and youth policies, “the media and other relevant Community policies”.  

2.6 In relation to immigration and the integration of migrants (theme (e)), the 
Commission notes that the treatment of illegal immigrants at borders and in detention 
centres, as well as aspects related to human trafficking, “have been the subject of particular 
concerns form the point of view of fundamental rights”. The Commission comments that 
social inclusion, freedom of religion, forced marriages and “female mutilation” could also 
be dealt with by the Agency as an aspect of the integration of migrants. 
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2.7 In relation to asylum, borders and visas (themes (f) and (g)), the Commission notes the 
extensive Community legislation on asylum and the specific provisions on fundamental 
rights in legislation in this area.  

2.8 The Commission describes theme (h) “participation in the Union’s democratic 
funding” as being concerned with the right of a Union citizen to participate in local and 
European Parliament elections. 

2.9 Theme (i) “human rights issues relating to the information society” is described as 
covering such “major issues” as private life and data protection, and is said to be “closely 
linked with the transparency of Community policy and administration and countervailing 
privacy rights and contains thus these issues”. The Commission adds that this theme would 
also bear on issues such as the internet and other means of electronic communication, 
radio frequency identification, freedom of speech and the public interest in security and 
fighting crime as well as intellectual property. 

2.10 Finally, in relation to theme (j) “access to efficient and independent justice” the 
Commission notes the existence of Community legislation to facilitate access to justice on 
such matters as legal aid, simplified civil procedures and consumer law. 

The Government’s view 

2.11 In his Explanatory Memorandum of 3 October the Minister of State at the Ministry of 
Justice (David Hanson) explains that the Government’s consideration of the Multiannual 
Framework is based on the criteria, first that the thematic areas must fall within the first 
pillar (i.e. Community law), secondly that they must not duplicate the work of other 
human rights bodies and, thirdly, that they must not overburden the Agency’s financial 
and human resources. 

2.12 The Minister comments that the question of discrimination based on sex, racial or 
ethnic origin, religion or belief, disability, age or sexual orientation, or in relation to 
persons belonging to minorities (theme (b)) meets the first and third criteria, as Article 13 
EC confers powers to take action in these areas, but points out that in relation to 
discrimination based on sex there may be a risk of duplication (the second criterion) with 
the work of the European Institute for Gender Equality. The Minister considers that the 
work of the Agency in monitoring gender discrimination “must be complementary and 
subsidiary” to the work of that Institute. The Minister notes that this risk will be minimised 
by the conclusion of a memorandum of understanding between the Institute and the 
Agency. 

2.13  In relation to compensation of victims, prevention of crime and related aspects 
relevant to the security of citizens (theme (c)), the Minister considers that the first criterion 
would be fulfilled to the extent that the Agency focuses on Community legislation adopted 
so far,15 but that general crime prevention and the security of citizens are third pillar 
matters and therefore outside the scope of the Agency’s work. The Minister also considers 
that this theme might duplicate the work of the Council of Europe and the EU Crime 

 
15 The Minister refers to Council Directive 2004/80 EC relating to compensation to crime victims as an example. 
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Prevention Forum and the European Crime Prevention Network if it were to include 
matters outside the scope of existing Community law. 

2.14 The Minister considers that the protection of children, including the rights of the child 
(theme (d)) would fulfil the Government’s criteria if it were in pursuit of Community 
policies in education, vocational training and youth, but that it would have to be 
complementary to the activities of the European Forum on the Rights of the Child and 
work currently being carried out by the Council of Europe in this field. 

2.15 The Minister notes that immigration, integration, asylum and visa and border control 
(themes (e) to (g)) fall within Title IV EC and so meet the first criterion in principle. The 
Minister makes a similar comment in relation to “participation in the Union’s democratic 
functioning, noting that this work is based on Article 17 to 22 EC on citizenship of the 
Union. 

2.16 In relation to “human rights issues relating to the information society” (theme (i)) the 
Minister comments that this subject area mainly refers to the protection of personal data, 
but points to a possible risk of duplication with the work of the European Data Protection 
Supervisor. However, the Minister also notes that Article 3(4) of the draft Decision 
provides that any activity of the Agency is to be without prejudice to the responsibilities of 
the European Data Protection Supervisor. 

2.17 Finally, the Minister comments that “access to efficient and independent justice” 
(theme (j)) meets all the Government’s three criteria, having regard to the activity of the 
Community in the field of civil justice. 

Conclusion 

2.18 We thank the Minister for his helpful and comprehensive Explanatory 
Memorandum. 

2.19 We note that Article 5(2) of Council Regulation (EC) No 168/2007 requires the 
Council to “determine the thematic areas of the Agency’s activities”, which would 
appear to us to require some element of selection in order to determine priorities over a 
five year period. Instead, the Commission’s proposal appears to us to set out a 
catalogue of every issue which the Agency might deal with, including some whose 
connection with Community competence is doubtful. We ask the Minister if he agrees 
with this assessment. 

2.20 We support the Minister’s remarks on the theme concerning the compensation of 
victims of crime and crime prevention. Community involvement in this field is very 
limited, and the proposed theme does not reflect those limitations. We ask the Minister 
if the Government will press for this theme to be restricted by excluding crime 
prevention altogether and by confining work on compensation for victims of crime to 
the cross-border situations envisaged in Council Directive 2004/80/EC.  

2.21 We shall hold the document under scrutiny pending the Minister’s reply.  
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3  Consumer protection: sale of timeshare and other 
long-term holiday products 

(28701) 
10686/07 
COM(07) 303 
 
+ ADD 1 
 
 
+ ADD 2 

Draft Directive on the protection of consumers in respect of 
certain aspects of timeshare, long-term holiday products, resale 
and exchange 
 
Commission staff working document: summary of impact 
assessment 
 
Commission staff working document: impact assessment 

 
Legal base Article 95 EC; co-decision; QMV 
Document originated 7 June 2007  
Deposited in Parliament 14 June 2007  
Department Dept for Business, Enterprise & Regulatory Reform 
Basis of consideration Minister’s letter of 16 October 2007 and oral 

evidence of 17 October 2007  
Previous Committee Report HC 41–xxviii (2006–07), para 3 (4 July 2007) 
To be discussed in Council 22–23 November 2007  
Committee’s assessment Politically important 
Committee’s decision Cleared 

Previous scrutiny of the proposal 

3.1 In July, we considered this proposal for a Directive to replace the Timeshare Directive 
of 1994.16 This chapter reports on our further scrutiny of the proposal. 

3.2 The 1994 Directive17 applies to contracts for the purchase of the right to use one or 
more “immovable properties” for one week or more at a specified time of year for at least 
three years in return for a payment. The Directive requires Member States to include in 
their national legislation provision: 

• requiring the vendor to provide prospective purchasers with specified information 
(about, for example, the arrangements for maintenance and repairs); 

• giving the purchaser the right to withdraw from the contract within ten days of 
signature; 

• prohibiting any advance payment by the purchaser during the withdrawal period; 
and 

• on the consequences of non-compliance with the Directive. 

 
16 See HC 41–xxviii (2006–07), para 3 (4 July 2007). 

17 Directive 94/47/EC OJ No. L 280, 29.10.94, p.83. 
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3.3 After consultations with Member States and interested bodies, the Commission now 
proposes the repeal of the 1994 Directive and its replacement by a new Directive which 
would: 

• simplify, clarify and update the existing Community law on timeshare contracts; 
and 

• give the same protection to consumers of similar products which are not covered 
by the existing Timeshare Directive. 

3.4 The Commission says that these changes are necessary because unscrupulous vendors 
have circumvented the 1994 Directive by, for example, making contracts for 35 months or 
for stays of less than a week. Moreover, the abuses which led to the adoption of the 
Timeshare Directive are being practised on products similar to timeshares but not covered 
by the Directive. The Commission proposes, therefore, that the protection provided for 
timeshares in immovable property should apply equally to: 

•  timeshares in canal boats, caravans and cruise ships; 

•  “timeshare resale” —contracts with agents who, for a payment in advance, help 
consumers either to sell their time share or to buy one privately; 

• “timeshare exchange schemes” through which, for a payment in advance to the 
operator of the scheme, a timeshare owner exchanges his or her entitlement to a 
week in timeshare accommodation for a week in a timeshare owned by another 
member of the exchange scheme in a different resort or property; and 

• “long-term holiday products” (holiday clubs) — contracts under which the club 
operator, in return for a payment in advance and an annual renewal fee, promises 
to give the consumer access to holiday accommodation and other facilities, with or 
without travel, at substantially discounted prices.  

3.5 The main provisions of the proposed Directive are as follows: 

• “timeshare” is defined as a contract with a duration of more than one year by 
which a consumer acquires the right, for a consideration, to use accommodation 
for more than one period of occupation; 

• “long-term holiday product” is defined as a contract of more than one year by 
which a consumer acquires the right, for a consideration, to obtain discounts (and 
other benefits) on accommodation, with or without travel and other services; 

• the trader must provide the consumer with the product information specified in 
the annexes to the draft Directive; 

• Member States should ensure that the contract is written in a Community language 
of the consumer’s choice; 

• Member States should ensure that the consumer has the right, without giving 
reasons, to withdraw from the contract within 14 days of signature or the supply of 
all the information specified in the relevant annex, whichever is the longer; 
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• Member States should prohibit any payment or the giving of any other 
consideration to the trader during the period allowed for withdrawal from the 
contract; 

• Member States should ensure that there are adequate and effective means to secure 
compliance with the terms of the Directive in the interests of consumers and 
should encourage the establishment of proper arrangements for out-of-court 
settlement of consumer complaints; and 

• Member States should provide effective, proportionate and dissuasive sanctions on 
traders who do not comply with national law to give effect to the Directive. 

3.6 The then Minister for Trade, Investment and Foreign Affairs at the Department of 
Trade and Industry (Mr Ian McCartney) told us in June that the Government welcomes 
the draft Directive. It includes provisions which respond to the Government’s concerns 
about resale and exchange schemes and holiday clubs. There has been a huge increase in 
sales of holiday club membership since 1994. According to the Office of Fair Trading 
(OFT), club membership is oversold, using the unscrupulous techniques which had been 
used to sell timeshares before the 1994 Directive came into effect. The application of the 
provisions of the draft Directive to holiday clubs should provide an effective means of 
exposing and discouraging the worst malpractice in the sector and promote better practice 
and the provision of adequate information to consumers. 

3.7 The Department’s detailed Impact Assessment of the draft Directive concluded that the 
additional costs for operators would be short term and would be far outweighed by the 
benefits to consumers. 

3.8 We were in no doubt about the beneficial effects of the 1994 Directive. We understood 
the case for updating it and extending protection to similar holiday products and to 
holiday clubs, in particular. The negotiations on the draft Directive were only just 
beginning. Accordingly, we invited the Minister to discuss them with us in October.  

The Minister’s letter of 16 October 2007 and his oral evidence the 
next day  

3.9  In preparation for his oral evidence to us, the Parliamentary Under-Secretary of State 
at the Department for Business, Enterprise and Regulatory Reform (Mr Gareth Thomas) 
wrote to us on 16 October to tell us about the progress of the negotiations on the draft 
Directive and the developments in the Government’s thinking about the proposal. He 
appeared before us on 17 October to enlarge on the information in his letter and to answer 
our questions. The uncorrected transcript of his oral evidence is accessible on our web-
site.18 

3.10 The Minister told us that there is general support for the draft Directive among 
Member States. So discussion in the Council Working Group has concentrated on the 
details of the proposal.  

 
18 To be published as HC 1080–i. 
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3.11 The Government’s main concerns are about: 

• the precise definition of the activities to be covered by the Directive — for example, 
the Government would prefer “accommodation” in Article 2 to be qualified as 
“overnight” or “living” accommodation; 

• the breadth of the provisions on exchange schemes — the Government is not 
persuaded that it is necessary or proportionate to require either a cooling off period 
or a ban on advanced payments (this is because the vast majority of timeshare 
owners who join an exchange scheme do so at the time they purchase the 
timeshare, which would be subject to the 14-day cooling off period; and the 
consumer has to pay little or — often — nothing for membership of an exchange 
scheme); and 

• the Government considers that a cooling off period is not required for resale 
contracts. This is because there is no financial risk for the consumer since no 
payment is due to the agent until the sale has been completed or the contract is 
otherwise terminated. 

3.12 The Minister also told us about the further consultations his officials have had with 
organisations representing timeshare owners (Q17). They broadly support the 
Government’s approach to the draft Directive. The Government will continue to take 
account of their views in the negotiations. 

3.13 The Minister also underlined the need for EC legislation to protect consumers from 
unscrupulous holiday clubs (QQ 10, 14 and 20). He explained why, in his view, the 1994 
Directive has been of benefit to many people and why the proposed extension of protection 
to other holiday products is justified (QQ 2–5). 

Conclusion 

3.14 We are grateful to the Minister for his written and oral evidence. Having reflected 
on it, we wish to emphasise our view that the Timeshare Directive 1994 and this 
proposal for legislation to update and extend it are excellent examples of the practical 
benefits which have been and can be obtained from cooperation between the Member 
States and between them and the European institutions. We warmly welcome the draft 
Directive and have no further questions to put to the Minister. We are, therefore, now 
content to clear the document from scrutiny.  
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4  Checks on export refund consignments 

(28943) 
13268/07 
— 

European Court of Auditors Special Report No. 4/2007 on physical 
and substitution checks on export refunds consignments 

 
Legal base — 
Deposited in Parliament 28 September 2007 
Department Environment, Food and Rural Affairs 
Basis of consideration EM of 15 October 2007 
Previous Committee Report None 
To be discussed in Council In the near future 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

4.1 Export refunds are subsidies paid to exporters of agricultural products to compensate 
them for the difference between EU internal market prices and the lower world market 
price. Whilst the amount of refunds paid has been decreasing in recent years (as a result of 
reforms of the Common Agricultural Policy and development within the World Trade 
Organisation), it is still significant, amounting to some €2,500 million in 2006.  

4.2 In order to ensure that refunds are paid only for eligible goods and to deter false claims, 
checks have to be made on export consignments, both at the point of departure from the 
Member State where the goods originate, and at the point of exit from the EU territory. 
These checks comprise a physical examination of at least 5% of all export declarations at 
the point of departure, and subsequent visual substitution checks at the EU frontier to 
ensure that the goods declared and claimed for are indeed those effectively exported. 

The current document 

4.3 The current document comprises a Report by the European Court of Auditors on an 
examination it carried out from 2004 to 2006 of the system of checks conducted in 11 
Member States (including the UK) in which it sought to ascertain whether these were 
carried out in the way required by the Community legislation. The audit also examined 
whether the Commission had properly monitored the implementation of these checks, and 
had taken appropriate action where this was found to be deficient. 

4.4 As regards the physical checks, the Court found that, whilst the Member States had 
respected the requirement to physically check 5% of the export declarations, there were 
weaknesses in the methodologies applied which reduced, significantly in some cases, the 
effectiveness of the checks carried out. In particular: 

• the checks at the place of loading (often the exporter’s own premises) were 
systematically carried out at the start of loading, and in a number of Member States 
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— including the UK — had become predictable to the extent that they no longer 
fulfilled the requirement that there should be no tacit prior warning: this reduced 
their effectiveness and increased the risk of refunds being unduly paid; 

• the method of selecting consignments for checking used in the Member States 
resulted in a relatively high number of low value and low risk exports being 
checked, and thus did not make the most efficient and effective use of scarce and 
expensive Customs resources. The Court also drew attention to the difficulties 
created by the centralised management of the risk analysis system used by the UK; 

• the method used to check bulk shipments of goods, which often carry a high value 
of refund and involve a number of export declarations, did not ensure that the 
entire shipment was verified to the extent required, with the attendant risk that 
refunds were unduly paid. 

4.5 The audit of the substitution checks found that: 

• checks were in some cases not detailed enough, and that the interpretation of the 
number of checks to be made varied between Member States, with the practices on 
the Community’s eastern borders being more rigorous that those in a number of 
other Member States, including the UK; 

• although there is a presumption that such checks need not be carried out on 
consignments which have been properly sealed, it was not always possible to 
establish this, particularly where exporters also apply their own seals; 

• responsibility for confirming the exit of goods from the EU was given by the UK to 
shipping agents and/or port operators. 

4.6 On the monitoring of the checks by the Commission and its remedial action, the Court 
concluded that: 

• the Commission monitors the operation of the checks by audits in Member States 
and by reviewing the reports Member States are required to submit in respect of 
the export refund checks carried out: it takes assurance from the physical and 
substitution checks as part of its overall assurance that agricultural subsidies are 
paid in a legal and regular manner; 

• the Court’s own findings are largely mirrored by those of the Commission’s audit 
services, but that, despite the Commission being aware of these weaknesses for 
some considerable time, it has not reacted with legislative changes or timely 
financial corrections. 

4.7 In the light of these observations, the Court has recommended that the Commission 
should: 

• propose legislative changes to strengthen the physical and substitution checks, and 
to ensure their effective application; 
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• particularly review the validity of the checks carried out prior to the loading of 
goods, in order to determine whether these can be considered as meeting the 
minimum requirements of Community legislation. 

The Government’s view 

4.8 In his Explanatory Memorandum of 15 October 2007, the Minister for Sustainable 
Food and Farming and Animal Welfare at the Department for Environment, Food and 
Rural Affairs (Lord Rooker) says that the Commission has accepted most of the Court’s 
comments and recommendations, and plans to proposed modifications to the relevant 
Regulation. He also notes that the UK features quite prominently in the Court’s Report, 
and says that the issues raised have been considered by the Rural Payments Agency and by 
HM Revenue and Customs. In particular, he comments that the UK has made considerable 
improvements in its risk analysis system in order to improve the selection process; that 
guidance on the times of attendance at exporters’ premises has been amended to avoid 
predictability; that improvements have been made in the procedures for checking high 
value bulk consignments; and that a programme of recorded checks on container seals has 
been introduced. However, the UK does not accept the Court’s view that responsibility for 
confirming exit from the EU has been given to shipping agents and/or port operators, 
though it agrees that the procedures in question can be complex, and would therefore 
support any proposal aimed at simplification and improving their clarity. 

Conclusion 

4.9 Although expenditure on export refunds is continuing to decline, it remains 
significant, and it is thus clearly important that adequate checks should be carried out 
to ensure that it is incurred correctly. For that reason, and because it contains a number 
of references to the practices within the UK, we are, in clearing this Report by the Court 
of Auditors, drawing it to the attention of the House.  

 
 
 



30    European Scrutiny Committee, 38th Report, Session 2006–07 

 

5  Animal health strategy: 2007–13 

(28950) 
13292/07 
+ ADDs 1–2 
COM(07) 539 

Commission Communication: A new Animal Health Strategy for the 
European Union (2007–13) 

 
Legal base — 
Document originated 19 September 2007 
Deposited in Parliament 5 October 2007 
Department Environment, Food and Rural Affairs 
Basis of consideration EM of 11 October 2007 
Previous Committee Report None 
To be discussed in Council December 2007 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

5.1 The Commission says that it launched in December 2004 an external evaluation to 
review the Community’s actions on animal health, given that a number of factors had 
given rise to the need for this. These included the fact that the main elements of the existing 
policy had largely been drawn up between 1988 and 1995, when there were still twelve 
Member States; that new challenges had arisen, as a result of the emergence of previously 
unknown diseases and changes in the perception of others (such as blue tongue and avian 
flu); changes in trading conditions, including a significant increase in the volume of trade, 
both within the Community and with third countries; and developments in science, 
technology and the institutional framework. In the light of that evaluation, it has now set 
out in this document a new Animal Health Strategy for the period 2007–13. 

The current document 

5.2 The Commission points out that animal health should be seen as covering not only the 
absence of disease, but also the relationship between the health of animals and their 
welfare, as well as the impact on public health and food safety. It also says that the strategy 
should cover the health of all animals in the Community kept for food, farming, sport, 
companionship, entertainment and in zoos; wild animals, and those used in research where 
there is a risk of disease being transmitted to other animals or to humans; and animals 
transported to, from and within the Community. In addition, the strategy is aimed at the 
“entire” Community.19 

 
19 Including animal owners, the veterinary profession, food chain businesses, animal health industries, animal interest 

groups, researchers and teachers, governing bodies of sport and recreational organisations, educational facilities, 
consumers, travellers, the competent authorities of Member States, and the Community’s institutions. 
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5.3 The Commission says that the strategy builds upon the current animal health legal 
framework in the Community, and on the standards and guidelines of the World 
Organisation for Animal Health,20 and that it will aim at ensuring consistency with other 
Community policies and its international commitments. It will also guide the development 
of new policies or guidelines, and enhance existing animal health arrangements within the 
Community, based on scientific risk assessments, and taking into account social, economic 
and ethical considerations. 

5.4 The Commission suggests that the strategy’s goals should be: 

• to ensure a high level of public health and food safety by minimising the incidence 
of risks to humans; 

• to promote animal health by preventing (or reducing the incidence of) disease, and 
so support farming and the rural economy; 

• to improve economic growth, cohesion and competitiveness, assuring the free 
circulation of goods and proportionate animal movements; and 

• to promote farming practices and animal welfare which prevent animal health 
related threats and minimise environmental impacts, and so support the 
Community’s Sustainable Development Strategy. 

It adds that simple and reliable performance indicators which help to measure progress, 
guide policy, inform priorities and target resources will be developed, and will cover both 
“hard” indicators (such as disease prevalence) and “softer” indicators, related to the 
expectations and perceptions of the public.  

5.5 The Commission intends to produce an Action Plan to deliver these strategic goals, and 
that this should focus on the following four main areas of activity. 

Prioritisation of Community intervention 

5.6 The Commission says that risks must be profiled and categorised in order to provide a 
basis for decisions as to where the responsibility for action lies, and also to determine their 
relevance to the four main goals of the strategy, the “acceptable” level of risk for the 
Community, and the relative priority for action to reduce that risk. It adds that the aim 
should be to reduce serious risks to human health and the rural economy to a negligible 
level, but that, since a zero risk cannot be achieved, the cost-effectiveness of various actions 
must be analysed to ensure the best use of resources, and that, where there is scientific 
uncertainty, proportionate provisional measures should be taken using the precautionary 
principle. The Commission suggests that targets should be set at Community, national and 
(where appropriate) regional levels, with suitable performance indicators being used to 
assess progress, and with an appropriate level of resources being applied to achieve the 
desired level of protection.  

 
20 Office International des Epizooties (OIE). 
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A modern animal health framework 

A single and clearer regulatory framework 

5.7 The Commission says that constantly evolving legislation is one of the main 
mechanisms for Community intervention in animal health, and that better regulation 
principles will be applied through strengthened partnership and enhanced 
communication. It adds that the future strategy should aim to replace the existing series of 
linked policy actions by a single framework, covering animal nutrition and welfare, and 
also recommendations of OIE and Codex Alimentarius. It points out that the Commission 
itself is responsible for ensuring that unjustified national measures do not constitute an 
obstacle to the internal market, but that the Community legal framework needs to be 
suitably flexible, that roles and responsibilities need to be defined clearly, and that an 
incentive-oriented approach is needed at all levels. 

Developing efficient cost and responsibility sharing schemes 

5.8 The Commission notes that existing compensation schemes are mainly focused on 
providing compensation for animal owners in the event of a disease outbreak, and that 
appropriate sharing of costs, benefits and responsibilities could contribute significantly to 
the key objectives of the strategy. It observes that, on the one hand, Governments have an 
important role in securing the Community’s external borders against the introduction of 
disease and leading the response to any outbreaks, but that, on the other hand, 
responsibility for the health of animals lies primarily with owners and the industry as a 
whole, which means that they are better placed than others to deal with many of the risks 
involved. The Commission adds that there is clear recognition that the policy needs the full 
participation and commitment of all parties, and that a feasibility study is needed in order 
to develop concrete proposals. 

5.9 The Commission also refers to the feed sector, where it says public authorities tend to 
be heavily burdened with the costs of withdrawal, transport, storage and destruction when 
large-scale incidents occur, whereas feed business operators are liable for any 
infringements of the relevant legislation and the direct consequences of withdrawals from 
the market. It says that it will submit during 2007 a report on the possibilities of an effective 
system of financial guarantees for feed business operators. 

Community influence on international standards 

5.10 The Commission notes that Community legislation is already largely based on the 
recommendations and guidelines of OIE and Codex Alimentarius, but that there are areas 
where convergence could be improved. It adds that where the OIE and Codex have 
adopted standards, the Community will comply with them, but that, if there is a scientific 
justification, it may introduce measures which result in a higher level of protection. In 
addition, it will continue to be active in promoting its own standards in these fora. As 
regards imports, the Commission believes that the Community should improve the 
communication of its requirements to its trading partners, and encourage other members 
of the OIE and Codex to improve the alignment of their legislation with international 
recommendations. It considers that, since the Community has exclusive competence in 
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almost all OIE’s areas of activity, it should become a member (as it has already in the case 
of Codex Alimentarius). 

Towards an export strategy at Community level 

5.11 The Commission says that the high level of animal health within the Community will 
make a key contribution to growth and jobs in Europe, and enable European companies to 
compete fairly on export markets. However, it notes that, whilst import conditions for food 
of animal origin and animal products are largely harmonised, this is not the case for 
exports, and that, since this is an area of exclusive Community competence, it is discussing 
with the Member States the implementation of existing and future policy on negotiations 
with third countries on exports. 

Prevention, surveillance and crisis preparedness 

Supporting on-farm biosecurity measures 

5.12 The Commission says that measures aimed at keeping diseases out of populations 
where they do not currently exist must address the isolation of sick animals, the movement 
of people, animals and equipment, the correct use of feed, and procedures for cleaning and 
disinfecting facilities. It suggests that, although responsibility lies with individual owners, 
the rapid spread of disease requires a collective approach to be taken. 

Identification and tracing 

5.13 The Commission says that the Community’s traceability framework aims to improve 
the quality of data on live animals, food of animal origin and feed, and to allow traceability 
across Member States’ borders. It notes that individual identification is currently provided 
through a paper-based system of animal passports and holding registers, combined with 
national identification databases, and that the transport of live animals is also traced 
through a paper-based system. It suggests that the gradual introduction of electronic 
identification raises the question of how the different elements can be combined and an 
integrated Community electronic system developed, adding that small-scale livestock 
producers face specific challenges. 

Better border biosecurity 

5.14 The Commission notes that the Community is the biggest food importer in the world, 
and that the challenge is to improve border biosecurity without severely disrupting cross-
border movement. It also says that border controls rely heavily on the accuracy of 
documents presented for checking at the point of entry, and that veterinarians need to 
work closely with customs authorities, addressing fundamental questions such as risk 
assessment, trust between national governments, and the limits to what can be achieved by 
border inspections. At the same time, it notes that certain developing countries may find it 
difficult to comply with Community standards, and suggests that the Community should 
provide them with the necessary technical assistance. 
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Surveillance and crisis preparedness/management 

5.15 The Commission says that, since veterinary surveillance provides crucial scientific 
evidence for the Community to support decisions on prevention and control measures, as 
well as in assessing the effectiveness of existing approaches, effective training is necessary if 
the signs of disease are to be identified at an early stage. It also suggests that animal-related 
emergencies must be dealt with swiftly, and that ethical and welfare concerns need to be 
addressed, for example through a more flexible approach to vaccination in controlling 
major animal diseases, so long as this is decided on a case-by-case basis 

Science, innovation and research 

5.16 The Commission says that the Community is committed to scientific excellence, 
independence, openness and transparency, and that, in addition to the European Food 
Safety Authority and the European Medicines Agency, a network of Community and 
national reference laboratories has been set up. It also says that the new Seventh 
Framework Programme will be an important tool in support of animal health and welfare 
research. 

5.17 More generally, the Commission says that partnership and communication should be 
the key underlying principles, and that it intends to build upon existing links by 
establishing an Animal Health Advisory Committee to provide strategic guidance on the 
appropriate level of animal health protection, and on priorities. It will also, in collaboration 
with the Council, organise a conference to present the strategy’s progress through a mid-
term review in 2010. 

The Government’s view 

5.18 In his Explanatory Memorandum of 11 October 2007, the Minister for Sustainable 
Food and Farming and Animal Welfare at the Department for Environment, Food and 
Rural Affairs (Lord Rooker) simply says that the Government welcomes the development 
of a more strategic approach to Community animal health policy and supports the overall 
aims, objectives and principles set out in this Communication, which he notes are in line 
with the Animal Health and Welfare Strategy in Great Britain. He adds that the test of 
success will be how far the Community strategy is reflected in specific future proposals 
from the Commission. 

Conclusion 

5.19 Although this document covers a large amount of ground, it does so in fairly by 
and large terms, and, as the Minister suggests, much will depend upon how the broad 
principles enunciated here are translated into specific proposals. Consequently, whilst 
we are drawing the document to the attention of the House, we do not think it requires 
any further consideration at this stage, and we are therefore clearing it. 
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6  Use of genetically modified maize in Austria 

(a) 
(28976) 
13701/07 
COM(07) 589 

 
Draft Council Decision concerning the provisional prohibition of the 
use and sale in Austria of genetically modified maize (Zea mays L. 
line T25) pursuant to Directive 2001/18/EC 

(b) 
(28977) 
13702/07 
COM(07) 586 

 
Draft Council Decision concerning the provisional prohibition of the 
use and sale in Austria of genetically modified maize (Zea mays L. 
line MON 810) pursuant to Directive 2001/18/EC 

 
Legal base Article 23(2) of Directive 2001/18/EC; QMV 
Document originated 9 October 2007 
Deposited in Parliament 15 October 2007 
Department Environment, Food and Rural Affairs 
Basis of consideration EM of 18 October 2007 
Previous Committee Report None, but see footnotes 22 and 23 
To be discussed in Council 30 October 2007 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

6.1 The deliberate release into the environment of genetically modified organisms (GMOs) 
within the Community is currently subject to Directive 2001/18/EC.21 In particular, a 
Member State is permitted to restrict or prohibit provisionally the use and/or sale of a 
GMO as (or in) a product in its territory if new scientific evidence comes to light of risks to 
human health or the environment which have not previously been considered. Any such 
measures are then considered by the Member States as a whole within the Regulatory 
Committee set up for this purpose under the Directive, and, if the Committee decides by 
the requisite majority not to support them, they must be repealed by the Member State in 
question.  

6.2 In April 2005, the Commission put forward to the Council eight documents, which had 
been referred in November 2004 to the Regulatory Committee set up under Directive 
2001/18/EC, but which had failed to achieve the necessary majority. These sought to repeal 
measures taken by various Member States over a period of years to prohibit or restrict the 
use and sale of certain GMOs which had previously been approved for use within the 
Community under the Directive then in force (90/220/EEC), and included prohibitions by 
Austria on two varieties of genetically modified maize (Zea mays L. Line T25, and Zea 
mays L. MON 810).22 

 
21 OJ No. L 106, 17.4.01, p.1. 

22 (26534) 8633/05 and (26541) 8641/05; see HC 34–i (2005–06), para 31 (4 July 2005). 
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6.3 After their enactment, each of these national measures had been examined under the 
procedures laid down in Directive 90/220/EEC, and the Scientific Committee on Plants 
had concluded that there was no new scientific evidence which had not been taken into 
account in the risk assessments which had supported the original applications for consent. 
However, as the Council was then engaged in the negotiations which led eventually to the 
adoption of Directive 2001/18/EC, no further action was taken at that stage, and, as a 
result, the measures in question had had to be considered under the procedures laid down 
in the new Directive. According to the Commission, that consideration had taken into 
account further evidence submitted in 2004 by Austria relating to maize, but the European 
Food Safety Authority (EFSA) had concluded that no new evidence had been produced in 
terms of risk to human health or the environment which would invalidate the earlier risk 
assessments. 

6.4 As we noted in our Report of 4 July 2005, when the draft Decisions were put to the 
Regulatory Committee in November 2004, the UK had voted in favour. However, since 
they illustrated the continuing differences of view within the Community over the use of 
genetically modified organisms, we though it right in clearing them, to draw them to the 
attention of the House.  

6.5 Further requests to Austria to withdraw its safeguard actions on these two genetically 
modified maize products were contained in proposals put forward by the Commission in 
October 2006.23 The need for these had arisen because the previous proposals had been 
rejected by a qualified majority of Ministers at the Environment Council in June 2005, 
following which the Commission was asked to gather further evidence and to further assess 
whether the measures taken were justified. However, the Commission said that the EFSA 
had once more concluded that there was currently no reason to believe that the marketing 
of these two maize lines was likely to cause adverse effects for human or animal health or 
the environment. It had therefore decided to maintain its earlier proposals. 

6.6 After obtaining clarification from the Government on the basis for the views taken by 
the UK and other Member States on the proposals, we again cleared these on the basis on a 
Report to the House on 22 November 2006, noting that the UK intended to support them, 
after having taken into account the scientific advice and available evidence. 

The current proposals 

6.7 In these latest documents, the Commission is for the third time proposing that Austria 
should be requested to withdraw the action it has taken as regards these two genetically 
modified maize products. It has done so in the light of the discussion in the Council on 18 
December 2006 on the two most recent proposals. On that occasion, the Council had again 
indicated its opposition, and, in doing so, had suggested that “the different agricultural 
structures and regional ecological characteristics in the European Union need to be taken 
into account in a more systematic manner in the environmental risk assessment”. In view 
of this, the Commission has in these latest proposals made it clear that the action which 
Austria is now being asked to take relates only to its prohibition on the import and 

 
23 (27897) 13764/06 and (27898) 13767/06: see HC 34–xl (2005–06), para 3 (1 November 2006) and HC 41–i (2006–07), 

para 10 (22 November 2006). 
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processing into food and feed products of these two maize lines (and does not therefore 
require it to lift any prohibition on their cultivation). 

The Government’s view 

6.8 In his Explanatory Memorandum of 18 October 2007, the Minister of State for the 
Environment at the Department for Environment, Food and Rural Affairs (Mr Phil 
Woolas) simply outlines the background to these latest proposals, and points out that UK 
supported the proposals which had been voted upon in the Environment Council in June 
2005 and December 2006, as being consistent with the scientific evidence and the advice of 
both the European Food Safety Authority and the UK’s Advisory Committee on Releases 
to the Environment. 

Conclusion 

6.9 The issues raised by these proposals are similar to those which arose on the 
corresponding documents which we considered in July 2005 and November 2006, 
except insofar as the Commission has on this occasion explicitly limited the request to 
Austria to the prohibition on the import and use of these two maize lines, and has thus 
made clear that the request does not relate to any prohibition on their cultivation. 
Given the extensive background to these latest documents, we see no reason to withhold 
clearance, but we again think it right to draw them to the attention of the House. 
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7  Rabies: non-commercial movement of pet animals 

(a) 
(28991) 
13705/07 
COM(07) 572 

 
Draft Regulation amending Regulation (EC) No 998/2003 on the 
animal health requirements applicable to the non-commercial 
movements of pet animals as regards the extension of the 
transitional period 

(b) 
(28992) 
13718/07 
COM(07) 578 

 
Commission Report in connection with Article 23 of Regulation (EC) 
No 998/2003 on the animal health requirements applicable to the 
non-commercial movement of pet animals 

 
Legal base (a) Articles 37 and 152(4)(b)EC; co-decision; QMV 
Document originated 8 October 2007 
Deposited in Parliament 17 October 2007 
Department Environment, Food and Rural Affairs 
Basis of consideration EM of 18 October 2007 
Previous Committee Report None, but see footnote 25 
To be discussed in Council Before April 2008 
Committee’s assessment Politically important 
Committee’s decision Cleared, but further information requested 

Background 

7.1 Regulation 998/200324 harmonised the Community’s rules governing the non-
commercial movement of pet animals, and, among other things, relaxed the rabies 
restrictions hitherto imposed by the UK (as well as by Ireland, Sweden, Finland and Malta) 
on imports of cats and dogs from other Member States and from specified third countries. 
Thus, such animals may now be imported without undergoing quarantine, provided they 
have been vaccinated and are properly identified. However, the UK, Ireland, Sweden, 
Finland and Malta were permitted — subject to a transitional period, which was due to 
expire on 3 July 2008 — to require that the animals in question should be subjected to 
additional conditions, notably post-rabies vaccination blood testing and treatment against 
certain parasites (tapeworm (Echinococcus) and ticks). At the same time, the Commission 
was required to present by 1 February 2007 a report on the subsequent need for these 
additional controls.  

The current documents 

7.2  The Commission has only now produced this report, and, in order to allow sufficient 
time for proper consideration to be given to it, it has proposed (document (a)) that the 
current transitional arrangements should be extended until 1 September 2009. 

 
24 OJ No. L.146, 13.6.03, p.1. 
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7.3 The Report itself (document (b)) notes that the majority of Member States believe that 
the additional requirements maintained by UK, Ireland, Sweden, Finland and Malta cause 
confusion among travellers, and that they are no longer justified, whereas (with the 
exception of Sweden) the countries concerned — including the UK — consider that 
Regulation 998/2003 provides a popular and successful alternative to quarantine, which has 
enabled owners to travel with their pets with minimal difficulty. They would therefore like 
the additional measures in question to be continued on a permanent basis. 

7.4 The Commission also notes that the European Food Safety Authority has examined the 
case for retaining these measures, and has advised that, provided protective immunity 
against rabies has been established and maintained by the approved administration of an 
authorised vaccine, this should be the sole requirement for pets to travel to all Member 
States; that, although the risk in the case of tapeworms can be reduced if pets are treated 
before movements take place, the absence of reliable data makes it difficult to estimate the 
precise risk; and that, although there appeared to be no correlation between the 
geographical distribution of ticks and the mobility of dogs and cats, there was again a lack 
of sufficient evidence to assess the justification for the additional measures in question. 

7.5 Against this background, the Commission has simply noted that it is currently 
considering four policy options — the continuation of the present pre-entry conditions for 
UK, Ireland, Sweden, Finland and Malta on a permanent basis; an extension of the current 
transitional period; a lifting of those measures, and an adjustment to the current rules — 
and that it will be putting forward further proposals in due course. 

The Government’s view 

7.6 In his Explanatory Memorandum of 18 October 2007, the Minister for Sustainable 
Food and Farming and Animal Welfare at the Department for Environment, Food and 
Rural Affairs (Lord Rooker) merely notes that, until the Commission publishes its further 
proposals, these two documents would leave the present situation in place until 1 
September 2009, but offers no comment on the analysis in the Commission’s Report. 

Conclusion 

7.7 As our predecessors noted when considering the proposals25 which led to the 
adoption of Regulation (EC) 998/2003, the measures in question — although welcomed 
by the UK — were of some political importance, in that they represented a significant 
change to the UK’s long-standing approach to preventing the introduction of rabies. To 
the extent that the additional safeguards now under review comprise part of those new 
arrangements, we think it right to draw these two documents to the attention of the 
House.  

7.8 In particular, we note that the Commission’s Report highlights the views of the 
European Food Safety Authority, and identifies the various policy options which the 
Commission itself is currently considering. Since it has said that it will be putting 

 
25 (21634) 11596/00 and (22752) 12488/01: see HC 23–xxviii (1999–2000), para 12 (1 November 2000), HC 28–iv (2000–

01), para 4 (24 January 2001), HC 152–iii (2001–02), para 4 (31 October 2001), HC 152–xxi (2001–02), para 4 (13 March 
2002), HC 152–xxiv (2001–02), para 2 (17 April 2002) and HC 152–xxvi (2001–02), para 1 (23 April 2002) 



40    European Scrutiny Committee, 38th Report, Session 2006–07 

 

forward further proposals, we see no need to withhold clearance of the current 
documents, but, as the options under review include a weakening (and indeed possible 
removal) of the additional safeguards currently applied by the UK, we would be 
interested to have the Minister’s comments on this possibility. 

 
 
 

8  Action Plan on education and training for adults 

(28954) 
13426/07 
COM(07) 558 

Commission Communication — Action Plan on adult learning: it is 
always good to learn 

 
Legal base — 
Document originated 27 September 2007  
Deposited in Parliament 5 October 2007  
Department Innovation, Universities and Skills 
Basis of consideration EM of 17 October 2007  
Previous Committee Report None 
To be discussed in Council February 2008  
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

8.1 A year ago, the Commission published a Communication called Adult learning: it is 
never too late to learn.26 It stressed the importance of education and training for the 
achievement of the Lisbon strategy objectives for economic growth, competitiveness and 
social inclusion. It noted that the contribution of adult learning was increasingly 
recognised in Member States’ National Reform Programmes. But most education and 
training was still focused on young people and only limited progress had been made on 
lifelong learning. 

8.2 The Commission also noted that adult education and training makes the recipients 
more employable, increases their productivity, reduces public expenditure on 
unemployment benefits, improves health, helps integrate immigrants, cuts crime and can 
help mitigate the adverse effects of the forecast demographic changes in Europe. 

8.3 The purpose of last year’s Communication was to highlight the importance of 
education and training for adults; to suggest five “messages” for Member States, educators 
and trainers, employers and others with an interest in the subject; and to make proposals 
for discussions leading to the formulation of an action plan by the middle of 2007. 

 
26 (28007) 14600–/06: HC 41–iii (2006–07), para 13 (6 December 2006). 



European Scrutiny Committee, 38th Report, Session 2006–07    41 
 

 

8.4 The five messages were: 

• remove the barriers to participation; 

• improve the quality of adult learning; 

• recognise and value what people learn; 

• invest enough in education and training for the ageing population and immigrants; 
and 

• collect more and better statistics. 

8.5 The Government told us that it regarded the Communication as a useful contribution 
to the discussion about adult education and training. Much of what the Communication 
advocated was simply good practice which was already in place in the UK. 

8.6 We recognised the social and economic importance of continuing education and 
training for adults. We shared the Minister’s view that the Communication made a 
valuable contribution to discussion of the subject and we were content to clear the 
document from scrutiny on that basis. 

The proposed Action Plan 

8.7 The Commission confirms that the objective of its proposed Action Plan is to give 
effect to the five messages in Adult learning: it is never too late to learn. The Plan focuses on 
people who are at a disadvantage because of their low literacy or inadequate social or work 
skills. It invites Member States to take part in action under the following headings: 

• analyse the effects of the adult education and training reforms Member States have 
made;  

• improve the quality of adult education and training; 

• increase the opportunities for people to improve their qualifications — “to go one 
step up”; 

• speed-up the assessment and validation of skills and competences learned outside 
formal education and training; and 

• improve the monitoring of adult education and training. 

8.8 The Plan lists the following action under analyse the effects of Member States’ reforms: 

• 2008 —Conduct the analysis. 

• 2009 — Report the results. 

• 2010 — Report progress (with further reports every two years). 

8.9 Under improve the quality of provision, the Commission lists: 
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• 2008 — Conduct a study of the adult learning professions in Europe. The study will 
cover adult education managers, careers guidance staff and other support 
personnel as well as teachers and trainers. The report on the study will identify 
good practice and make recommendations. 

• 2009 — Develop standards and guidance for the adult learning professions. 

• 2010 — Further research on quality standards. 

8.10 Under increase the opportunities for adults to go one step up, the Plan lists: 

• 2008 — Produce an inventory of good practice in reaching out to disadvantaged 
people and on getting them into employment, education and training and 
integrating them in social life. 

• 2009 — Invite applications for pilot projects to implement the good practice 
identified in the inventory. 

• 2010 —Begin the selected pilot projects. Obtain reports from Member States on 
their progress in improving the skills of disadvantaged people. 

8.11 Under speed-up assessment and recognition of learning obtained outside a formal 
setting, the Plan lists: 

• 2008 — Identify good practice, with a special focus on social competences. 

• 2009 — Cross-border exchanges of good practice and staff exchanges. 

• 2010 — The first report on the results will be disseminated and discussed at a 
seminar.  

8.12 Finally, under improve the monitoring of adult education and training, the Plan lists: 

• 2008 — The Commission will set up a study aimed at developing a common 
terminology and comparable data for use in monitoring. The study will also 
propose core data to be collected and assessed every two years. 

• 2009 — A glossary of the terminology will be produced. Member States who wish 
to take part will collect the core data. 

• 2010 — Publication of the results of the monitoring (with further reports every two 
years). 

The Government’s view 

8.13 The Minister of State for Lifelong Learning, Further and Higher Education at the 
Department for Innovation, Universities and Skills (Bill Rammell) tells us that the 
Government welcomes the Action Plan and is committed to a radical improvement of 
adult skills in the UK.  

8.14 He also tells us that, in discussion of the Action Plan with the Commission and other 
Member States, the Government will try to ensure that: 
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• the analysis of national reforms does not require Member States to produce 
additional reports;  

• the application of the standards for the adult learning professions is voluntary; 

• helping people to overcome physical and emotional barriers to learning is added to 
the list of work on increasing the opportunities for people to improve their 
qualifications; and 

• there is no duplication of data collections for monitoring purposes. 

8.15 The Minister says that a Council working group of officials will discuss the Action 
Plan in detail early in 2008 with a view to the Education Council adopting a position on the 
Plan in February. 

Conclusion 

8.16 Because of the importance of education and training for adults, we draw the 
Action Plan to the attention of the House. We are grateful to the Minister for his 
helpful Explanatory Memorandum. There are no questions we need put to him and we 
clear the document from scrutiny. 

 
 
 

9  European security research and innovation forum 

(28921) 
12918/07 
COM(07) 511 
 
+ ADD 1 
 
 
+ ADD 2 

Commission Communication on Public-Private Dialogue in Security 
Research and Innovation 
 
 
Commission staff working document: impact assessment of the 
Communication 
 
Commission staff working document: summary of the impact 
assessment 

 
Legal base — 
Document originated 11 September 2007  
Deposited in Parliament 21 September 2007  
Department Home Office 
Basis of consideration EM of 19 October 2007  
Previous Committee Report None 
To be discussed in Council No date fixed 
Committee’s assessment Politically important 
Committee’s decision Cleared 
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Background 

9.1 The EC’s 7th Framework Programme for Research and Development for 2007–13 
includes a “Security theme”, with a budget of €1.4 billion, for research on ways to ensure 
the security of the public from terrorism, serious crime, natural disasters and industrial 
accidents. 

9.2 The EU Framework Programme on Security and Safeguarding Liberties 2007–13 has a 
budget of €745 million. It has two specific programmes — prevention and the fight against 
crime; and prevention, preparedness and consequence management of terrorism and other 
security related risks. 

The European Security Research and Innovation Forum 

9.3 The Commission notes that the resources for security research are widely dispersed 
between the Commission, Member States, businesses and universities. Good coordination 
would help make better use of the resources, avoid duplication and encourage cooperation. 
The dissemination and exploitation of research results also needs to be improved. Security 
research can help improve the EC’s competitiveness and create economic growth and jobs. 
For these reasons the Commission says that a dialogue is needed between the supply and 
demand sides to establish a clear and shared view of the needs for, and priorities of, 
security research.  

9.4 With that aim in mind, the Communication announces the creation of the European 
Security Research and Innovation Forum (ESRIF). The Forum’s objective is to help the 
European security sector by: 

• bringing together the demand and supply sides to foster mutual trust and 
cooperation; 

• encouraging innovative thinking and exchanging ideas and information; 

• analysing existing and planned security capability in the light of actual and 
potential threats; 

• strengthening the links between end-users, research bodies, and industry; and 

• drawing up a Joint Security Research Agenda by the end of 2009. 

9.5 ESRIF will comprise representatives of: 

• the demand side (public authorities and end users); 

• the supply side (industry, research establishments and universities); 

• think tanks and other non-governmental bodies; 

• the Commission; and 

• the European Parliament and European organisations. 

The Forum met for the first time in September. 
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The Government’s view 

9.6 The Parliamentary Under-Secretary of State at the Home Office (Lord West of 
Spithead) tells us that the Government supports the creation of ESRIF and believes that it 
will be the key instrument in the development of the Joint Security Research Agenda. 

Conclusion 

9.7 We do not doubt the importance of security research and the potential benefits of 
closer dialogue between all those concerned with it. In principle, therefore, we welcome 
the creation of ESRIF. We shall be interested to see whether it achieves the hopes the 
Commission has for it. There are no questions we need put to the Minister at this stage. 
We are content, therefore, to clear the document from scrutiny with this short report to 
the House.  

 
 
 

10  Mediation in civil and commercial matters 

(26068)  
13852/04 
+ ADD 1  
COM(04) 718 

Draft Directive on certain aspects of mediation in civil and 
commercial matters 

 
Legal base Article 61(c) EC; co-decision; QMV 
Department Ministry of Justice 
Basis of consideration Minister’s letter of 5 October 2007 
Previous Committee Report HC 41–xxiv (2006–07), para 8 (10 October 2007);  

HC 41–xxi (2006–07), para 1, (9 May 2007);  
HC 41–xvi (2006–07), para 3 (28 March 2007); 
HC 34–xi (2005–06), para 2 (23 November 2005);  
HC 34–x (2005–06), para 4 (16 November 2005);  
HC 34–v (2005–06), para 10 (12 October 2005);  
HC 38–ix (2004–05), para 2 (23 February 2005); and 
HC 38–i (2004–05), para 6 (1 December 2004)  

To be discussed in Council Justice and Home Affairs Council 8–9 November 
Committee’s assessment Legally and politically important 
Committee’s decision Cleared 

Background 

10.1 We have considered this proposal on the mediation of civil and commercial disputes 
on a number of occasions, most recently on 10 October 2007. We agreed with the Minister 
about the benefits of mediation and alternative dispute resolution, and noted that the 
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Council had agreed that proposals under Article 65 EC27 (of which this was one) should be 
limited to cross-border disputes.  

10.2 We welcomed the progress which had been made towards agreeing an acceptable 
form of restriction so as to ensure that the Directive would not apply to mediations which 
were internal to a Member State. We thought a definition based on the connecting factor of 
domicile or habitual residence of the parties would provide a clear and simple rule for the 
majority of cases and would most closely respect the limits on EC action imposed by 
Article 65 EC. 

10.3 We noted from the Minister’s letter of 5 October (received by us on 12 October) that 
the Presidency had proposed an alternative definition which would cause the Directive also 
to apply where a mediation process had been initiated otherwise than by agreement 
between the parties (Article 1a) and to an agreement resulting from mediation between 
parties domiciled or resident in the same Member State “if there is an effective need to have 
such an agreement enforced in another Member State” (Article 5). We considered that the 
amendment to Article 5 needed to be approached with care, and that the concept of “an 
effective need” in relation to enforcement needed to be explained. We were concerned that 
the amendment could lead to the Directive applying simply by reason of the location of 
assets in different Member States, and we were not convinced that such an extension of the 
scope of the Directive was desirable or warranted.  

10.4 It was also proposed that the rule in Article 6 (which protects parties in the mediation 
process from being compelled to give evidence in subsequent proceedings about 
information disclosed in that process) should apply in respect of judicial proceedings 
brought before a court of a Member State other than that in which either party is domiciled 
or habitually resident. We agreed that parties should not be disadvantaged in subsequent 
proceedings by reason of any earlier willingness to engage in mediation, and we were 
content with this amendment. 

10.5 We agreed with the Minister’s view that a similar rule should apply to limitation 
periods under Article 7 so that parties could engage in mediation with confidence that this 
would not cause limitation periods to expire in other Member States in any subsequent 
court proceedings. 

The Minister’s letter 

10.6 In her letter of 5 October 2007 the Parliamentary Under-Secretary of State at the 
Ministry of Justice (Bridget Prentice) informs us of the state of negotiations and supplies us 
with a copy of the latest version from the Presidency. The Minister explains that the 
amendment to Article 1a has been maintained in the Presidency draft, so that the Directive 
would apply also to cross-border mediations which are ordered by a court, or where an 
obligation to mediate arises under national law, or where a court has invited the parties to 
mediate, in addition to those cases where the parties agree to use mediation after their 
dispute has arisen.  

 
27 Article 65 EC provides for the adoption of measures in the field of judicial cooperation in civil matters ‘having cross-

border implications … and in so far as necessary for the proper functioning of the internal market’. 
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10.7 The Minister further explains that the Presidency’s proposed amendment to Article 5 
has not been adopted, but that the amendment to Article 6 has been agreed, together with 
the amendment to Article 7. The Minister explains that Article 7 has been further amended 
so as to refer to arbitration. Although the Directive does not apply to arbitration, the effect 
of the amendment appears to be to protect parties to a mediation from being obliged to 
give evidence in a subsequent arbitration in relation to information which has been 
disclosed in the mediation process. 

Conclusion 

10.8 We thank the Minister for this further information on progress.  

10.9 We consider that the latest version addresses the concerns we had, and we are 
therefore content to clear the proposal from scrutiny.  

 
 
 

11  Protection of personal data processed in the course 
of police and judicial cooperation 

(28476) 
7315/07 
— 

Draft Council Framework Decision on the protection of personal data 
processed in the framework of police and judicial cooperation in 
criminal matters 

 
Legal base Articles 30, 31 and 34(2)(b)EU; consultation; 

unanimity 
Department Ministry of Justice 
Basis of consideration Minister’s letter of 15 October 2007 
Previous Committee Report HC 41–xxxiv (2006–07), para 9 (10 October 2007);  

HC 41–xxvi (2006–07), para 3 (20 June 2007);  
HC 41–xviii (2006–07), para 4 (25 April 2007) and 
see (26911) 13019/05: HC 41–i (2006–07), para 3 (22 
November 2006)  

To be discussed in Council No date set 
Committee’s assessment Legally and politically important 
Committee’s decision Cleared 

Background 

11.1 In our consideration of this proposal, we noted that in providing for common 
standards for the processing of data in the framework of police and judicial cooperation in 
criminal matters under Title VI of the EU Treaty, the draft closely followed the terms of 



48    European Scrutiny Committee, 38th Report, Session 2006–07 

 

Directive 95/46/EC of the European Parliament and the Council (the Data Protection 
Directive).28  

11.2 When we last considered this matter on 10 October we had one remaining concern. 
This was over the question of whether the measure should be confined to the transfer of 
data between Member States, or whether it should also cover data which is processed in a 
purely domestic context. We noted the explanation of the Minister that recital 6a had been 
amended to read “to facilitate data exchanges in the European Union, Member States 
intend to ensure that the standard of data protection achieved in national data processing 
matches that provided for in this Framework Decision”. We nevertheless considered that 
an ambiguity remained, since it appeared to us that the reference to ensuring that national 
data processing “matches” the requirements of the Framework Decision, coupled with the 
provision (in Article 27a) that the Commission should review whether cases have occurred 
where data has not been shared because national provisions did not comply with the 
Framework Decision, introduced a rule that was intended to have at least some effect on 
national data-processing. We considered that it should be made clear that the Framework 
Decision did not apply to domestic data-processing, and asked for a further account of the 
negotiations on the scope of the review by the Commission foreseen in Article 27a.  

The Minister’s reply 

11.3 In her letter of 15 October the Parliamentary Under-Secretary of State at the Ministry 
of Justice (Bridget Prentice) informs us of the latest state of the negotiations. The Minister 
later supplied us with a copy of the text as it stood on 16 October. 

11.4 In her letter, the Minister informs us that the Presidency listed two items for 
discussion at the Justice and Home Affairs Council on 18 September, namely the scope of 
the measure and the question of transfers of data to third countries. The Minister informs 
us that the Presidency concluded that the measure would apply only to data which is 
transferred between Member States or between Member States and bodies or information 
systems that are established by acts adopted by the Council.  

11.5 The Minister adds that this limited scope is reflected in Article 1, a new recital 6 and 
the evaluation clause of Article 27a. The Minister explains that the new recital 629 and 
Article 1(2) make it clear that the scope of the Framework Decision is limited to personal 
data that is transmitted or made available by one Member State to another Member State 
or to an EU body. The Minister further explains that the Member States do not agree on 
whether there is competence for the Framework Decision to deal with data that is only 
processed domestically, that recital 6 simply states that no conclusion about competence 
can be inferred from the limited scope of the Framework Decision, and that this does not 
lead to an inference that the EU has competence in relation to domestic processing. 

 
28 OJ No. L 281, 23.11.95, p.31. 

29 This provides “The scope of the Framework Decision is limited to the processing of personal data transmitted or 
made available between Member States. No conclusions can be inferred from this limitation regarding the 
competence of the European Union to adopt acts relating to the collection and processing of personal data at 
national or the expediency for the Union to do so in the future.” 
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11.6 The Minister explains that Article 27a provides for the Commission to evaluate 
national measures to give effect to the Framework Decision. The implementation of the 
Framework Decision, including the formal limitation of its scope to cross-border data 
exchange, will be the subject of evaluation three years after the prescribed implementation 
date. The words in Article 27a(1) now simply refer to the Commission examining the 
implications of the provisions on scope in Article 1(2). The reference to an examination of 
whether the provisions on scope have led to data not being transmitted to other Member 
States or EU bodies “because the provisions of the Framework Decision have not been 
applied comprehensively at national level” have now been deleted. 

11.7 The Minister adds that those consulted (including the Information Commissioner’s 
Office) are largely satisfied that the new text is an improvement for the UK.  

Conclusion 

11.8 We thank the Minister for her letter and for the further information she has 
supplied. 

11.9 We agree that the new version is an improvement for the UK, and that it now 
appears sufficiently clear that the Framework Decision will not apply to purely internal 
domestic data processing, and that no EU competence to do so is to be inferred.  

11.10 We also consider that the revised Article 27a is an improvement, since it no 
longer carries any implication that there is any obligation to apply the Framework 
Decision comprehensively at national level, and thus addresses the ambiguity which 
concerned us. 

11.11 We have no further points to raise, and are content to clear the document from 
scrutiny.  
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12  Recognition and Enforcement of Judgments 

(28799) 
11784/07 
COM(07) 387 

Draft Council Decision concerning the signing of the Convention 
between the European Community and the Republic of Iceland, the 
Kingdom of Norway, the Swiss Confederation and the Kingdom of 
Denmark on jurisdiction and the recognition and enforcement of 
judgments in civil and commercial matters 

 
Legal base Article 61(c), 300(3) EC; QMV 
Document originated 6 July 2007 
Deposited in Parliament 18 July 2007 
Department Ministry of Justice; Scottish Cabinet Secretary for 

Justice 
Basis of consideration EM of 20 August 2007 
Previous Committee Report None 
To be discussed in Council — 
Committee’s assessment Legally and politically important 
Committee’s decision Cleared 

Background 

12.1 As long ago as 1968 the then Member States negotiated a Convention on jurisdiction 
and the recognition and enforcement of judgments in civil and commercial matters (the 
1968 Brussels Convention). Further adaptations were made to the Brussels Convention to 
provide for the accession of new Member States, including the UK, and provision was 
made for the application of the Convention in domestic law by the Civil Jurisdiction and 
Judgments Act 1982. 

12.2 A further convention was negotiated in 1985–1988 by the then Member States with 
Austria, Iceland, Finland, Norway, Sweden and Switzerland. The negotiations led to the 
adoption of the Lugano Convention of 1988. The Lugano Convention was closely aligned 
to the Brussels Convention (and during its negotiation was referred to informally as the 
‘Parallel Convention’), with the result that a near uniform system of rules on jurisdiction 
and the recognition and enforcement of judgments in civil and commercial matters applied 
across Western Europe. 

12.3 This uniformity was brought to an end by the adoption of Regulation (EC) No 
44/2001 which restated, with amendments, the provisions of the 1968 Brussels Convention, 
as an EC Regulation. The adoption of this Regulation followed the coming into force of the 
Amsterdam Treaty in 1999, which made the matters covered by the 1968 Brussels 
Convention ones of Community policy under Title IV of the EC Treaty (Articles 61(c) and 
65 EC). Not only did Regulation (EC) No 44/2001 differ from the Brussels Convention and 
the Lugano Convention, it also did not apply to Denmark, since that country does not 
participate in measures adopted under Title IV EC. For a period, therefore, the Brussels 
Convention (which did apply between all Member States) was replaced by Regulation (EC) 
No 44/2001 which did not. This situation was eventually resolved by an agreement between 
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the European Community and Denmark which applied the provisions of Regulation (EC) 
No 44/2001 from July of this year.  

12.4 The amendments made to the Brussels Convention, and which were incorporated in 
Regulation (EC) No 44/2001, were reflected in a parallel set of amendments to the Lugano 
Convention. However, the conclusion of an amending agreement was delayed by a dispute 
between the Commission and the Council over competence to conclude a new Lugano 
Convention. In 2002 the Commission had asserted that the matter was one of Community 
competence and presented to the Council a draft Decision authorising the Commission to 
conduct the negotiations. The Council decided in 2003 to request an opinion from the ECJ 
on the question of whether the new Lugano Convention fell within the exclusive 
competence of the Community or whether competence was shared between the 
Community and the Member States. In Opinion 1/03 of 7 February 2006, the ECJ decided 
that the new Lugano Convention fell within the exclusive competence of the Community.  

The draft Council Decision 

12.5 The draft Council Decision approves the text of the revised form of the Lugano 
Convention and authorises the President of the Council (or a person designated) to sign 
the agreement on behalf of the European Community. 

12.6 The revised form of Lugano Convention incorporates the amendments agreed in 1999 
and adapts the Convention to accommodate the position of Denmark, which will become a 
party to the Convention, separately from the European Community, as Denmark is not 
bound by Regulation (EC) No 44/2001. 

The Government’s view 

12.7 In her Explanatory Memorandum of 20 August, the Parliamentary Under-Secretary of 
State at the Ministry of Justice (Bridget Prentice) provides a helpful explanation of the 
history of the matter and points out that the purpose of the instrument is to “restore for the 
‘Lugano’ countries an earlier alignment with the rules in this area operating within the 
Community which was disrupted when the Community Regulation was adopted in 2001”. 

12.8 On the policy implications of the measure, the Minister comments as follows: 

“The current lack of alignment between the Brussels I Regulation and the 1988 
Lugano Convention is unsatisfactory. Not only does it deprive parties involved in 
proceedings in Switzerland, Norway and Iceland of the benefit of the revised and 
improved rules in the former instrument, but also in their relations with those 
countries the Member States of the European Community are obliged at the moment 
to continue to apply the unrevised rules in the latter agreement. This application of 
two somewhat different sets of rules in the same subject area is unnecessarily 
complex, particularly for commercial operators who routinely trade internationally. 
The proposed agreement will correct those deficiencies.” 
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Conclusion 

12.9 We agree that the proposed agreement will correct the deficiencies which the 
Minister has identified and will restore the uniformity which once applied to rules on 
jurisdiction and the recognition of civil judgements between EC and EFTA states. 

12.10 We draw the attention of the House to the history of this matter as an illustration 
of the complexities which arise when a matter is transferred to Title IV EC and becomes 
subject to exclusive Community competence. 

12.11 We now clear the document. 

 
 
 

13  Common Frame of Reference 

(28847) 
12269/07 
COM(07) 447 

Second Commission Report on the Common Frame of Reference 

 
Legal base — 
Document originated 25 July 2007 
Deposited in Parliament 3 August 2007 
Department Ministry of Justice 
Basis of consideration EM of 5 September 2007 
Previous Committee Report None 
To be discussed in Council Not applicable 
Committee’s assessment Legally and politically important 
Committee’s decision Cleared 

Background 

13.1 The Common Frame of Reference (CFR) project explores ways of harmonising 
private law throughout the EU, mainly in the area of contract law. Following the first 
Annual Conference on the CFR project, held at the Mansion House in September 2005, the 
Competitiveness Council produced conclusions in November 2005 in response to the 
Commission’s first progress report on the project. These reiterated the Conference message 
that the Commission should refocus their work on EU contract law in order to give 
priority to the review of the consumer acquis. The Commission duly reorganised their 
work programme and schedule of workshops to concentrate on consumer law topics.  

The document 

13.2 The document contains the Second Progress Report from the Commission which 
summarises the work on the CFR since the publication of the first report in September 
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2005. The Commission refers to its earlier Green Paper on the review of the consumer 
acquis published in February 2007 which was informed by the work to that date. 
Meanwhile the academic network retained by the Commission has continued with their 
work to produce what the Commission refers to as the “academic CFR”. It is expected that 
this will be published at the end of 2007.  

13.3 The Commission report indicates that the third Annual Conference on contract law, 
hosted by the German Presidency in Stuttgart in March 2007, highlighted that although 
there was enthusiasm for the creation of the CFR, there was still uncertainty as to its nature 
and function. With this in mind, the German Presidency then produced a paper on the 
content, scope and purpose of the CFR. A subsequent paper produced by the Presidency 
went on to propose a number of options for deciding the purpose, scope, content and 
binding effect of the future CFR.  

13.4 The Commission Progress Report then explains how the Commission has re-
prioritised the work on the contact law project and outlines the substantive issues that have 
arisen in the CFR and the review of the acquis workshops and the meetings of the Member 
States Experts Group. The Commission also reports on the results of workshops with 
stakeholders and Member States on the structure of the CFR and summarises the input to 
date from the European Parliament and the Council. 

13.5 In its conclusions, the Commission notes that in relation to EU consumer contract 
law, the relevant CFR findings will be incorporated into the review of the EU consumer 
contract law acquis. The Commission also notes that the academic researchers are expected 
to present their draft CFR by the end of the year. The Commission states that it will consult 
with other institutions and stakeholders to select the relevant paths of the draft CFR that 
correspond to the common legislative objective. The Commission will then carry out 
further work before deciding whether to issue a White Paper that would set out its 
approach. The Commission has invited the Council to express its position on the 
remainder of the work on the CFR. 

The Government’s view 

13.6 In her Explanatory Memorandum of 5 September 2007, the Parliamentary Under-
Secretary at the Ministry of Justice (Bridget Prentice) gives a cautious welcome to the 
publication of the Commission’s Second Progress Report on the CFR. At the same time the 
Minister explains that:  

“Whilst the Government accepts that the functioning of the internal market is a 
proper matter for appropriate EC legislation, it also considers that the general law of 
contract is a matter for the Member States.” 

13.7 In relation to the Commission’s Report in particular, the Minister goes on to 
comment as follows: 

“The Report does not raise any new policy implications apart from underlining the 
fact that the Commission’s work on the CFR is continuing. The Commission has 
[sic] also invited the Council and the European Parliament to give a view on the 
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remainder of the work of the CFR. We do not know how the Presidency will respond 
to this but we are considering the issues raised.  

“The Report states that the Commission will start work on the ‘academic CFR’ as 
soon as it is published with the possibility of producing a White Paper next year. The 
Government will continue to consider its position on the remainder of the work on 
the CFR but the next major development is likely to be the Government’s response to 
the publication of the ‘academic CFR’ and/or a proposal from the Commission. The 
Government will keep Parliament informed of further developments on this 
project.” 

Conclusion 

13.8 We thank the Minister for her brief summary and comments on the proposal. We 
are content with the Government’s firm assurance that it considers contract law to be a 
matter for Member States. Accordingly, we clear the document from scrutiny. 

 
 
 

14  Cooperation between EU Fundamental Rights 
Agency and Council of Europe 

(28903) 
12668/07 
COM(07) 478 

Draft Council Decision relating to the conclusion of an agreement 
between the European Community and the Council of Europe on 
cooperation between the European Union Agency for Fundamental 
Rights and the Council of Europe 

 
Legal base Article 300 EC; consultation; unanimity 
Document originated 21 August 2007 
Deposited in Parliament 11 September 2007 
Department Ministry of Justice 
Basis of consideration Minister’s letter of 31 July and EM of 1 October 2007
Previous Committee Report None; but see (27961) HC 34–xlii (2005–06) para 1 

(7 November 2006); (26699) HC 34–xl (2005–06), 
para 1 (1 November 2006)  

To be discussed in Council No date set 
Committee’s assessment Legally and politically important 
Committee’s decision Cleared 
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Background 

14.1 The European Union Agency for Fundamental Rights was established by Council 
Regulation (EC) No 168/2007 of 15 February 2007.30 The adoption of this Regulation 
followed the decision by the European Council on 12–13 December 2003 that the mandate 
of the European Monitoring Centre on Racism and Xenophobia should be extended so as 
“to make it a Human Rights Agency”. 

14.2 The objective of the Agency is to “provide the relevant institutions, bodies, offices and 
agencies of the Community and its Member States when implementing Community law 
with assistance and expertise relating to fundamental rights in order to support them when 
they take measures or formulate courses of action within their respective spheres of 
competence to fully respect fundamental rights” (Article 2 of Regulation (EC) No 
168/2007). 

14.3 In our consideration of the draft Regulation we and our predecessors drew attention 
to the risk that the proposed institution might duplicate the work of the institutions of the 
Council of Europe under the European Convention on Human Rights (ECHR). 

The Minister’s letter 

14.4 In his letter of 31 July the Minister of State at the Ministry of Justice (Michael Wills) 
informs us that the Management Board of the Agency has now been established, and that 
an independent member and alternate (Marie Staunton and Sarah Cooke OBE) have been 
appointed from the UK. The Council of Europe has also nominated an independent 
member and alternate. The Minister also explained that the Council had instructed the 
Commission to negotiate a cooperation agreement with the Council of Europe. 

The draft Council Decision 

14.5 The draft Council Decision is intended to approve the terms of the cooperation 
agreement negotiated with the Council of Europe. The agreement provides for regular 
contact and consultation between the Director of the Fundamental Rights Agency and the 
Secretariat of the Council of Europe, for mutual participation in meetings, exchanges of 
information and for account to be taken of the judgments of the European Court of 
Human Rights, as well as the appointment of an independent person by the Council of 
Europe to the Management Board of the Agency. 

The Government’s view 

14.6 In his Explanatory Memorandum of 1 October 2007 the Minister of State at the 
Ministry of Justice (Michael Wills) explains that the cooperation agreement “is one of the 
means to ensure complementarity and to avoid any overlap between the activities of the 
Agency and those of the Council of Europe”. 

 
30 OJ No. L 53, 22.02.07, p.1. 
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14.7 The Minister also comments that, “in addition to the mechanisms set out in the co-
operation agreement, the Agency will avoid duplication with the Council of Europe by 
confining its activities to the first pillar (Community law) and by limiting its geographical 
scope to the EU, candidate countries, and potential candidate countries (Albania, Bosnia-
Herzegovina, Montenegro, Serbia) to the extent of the need to harmonise their domestic 
legislation with Community law.” 

Conclusion 

14.8 Given our previous concern over the risk of duplication by the Agency of the work 
of the Council of Europe, we welcome this cooperation agreement. 

14.9 We now clear the document.  

 
 
 

15  Statistics 

(28414) 
6768/07 
COM(07) 69 

Draft Regulation on population and housing censuses 

 
Legal base Article 285 EC; co-decision; QMV 
Department Office for National Statistics 
Basis of consideration Minister’s letter of 12 October 2007 
Previous Committee Report HC 41–xvii (2006–07), para 7 (18 April 2007) 
To be discussed in Council Not known 
Committee’s assessment Politically important 
Committee’s decision Cleared 

Background 

15.1 The last Population and Housing Census in the Community, conducted for the 
reporting year 2001, was not based on any Community legislation, but instead on an 
informal agreement. The Commission asserts that this has shown that such an agreement 
does not sufficiently guarantee the quality needed for the purposes the data are supposed to 
serve, noting that: 

• the wide variation in reference dates seriously reduced comparability — they were 
spread over a period of 39 months, from March 1999 in the case of France to May 
2002 for Poland, and with data for Malta referring to November 1995;  

• punctuality was not ensured — although the agreement proposed all data should 
be transmitted to Eurostat by 30 June 2003, the last data were received in mid 2005, 
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leading to a publication in September 2005, 44 months after the end of the 
reference year; and 

• the data initially provided were often incomplete, not fully validated or 
inconsistent. Numerous requests to recheck the data greatly delayed production. 
Given the uses to be made of the census data, higher metadata31 and quality 
assurance standards are necessary. 

15.2 In February 2007 the Commission proposed a framework Regulation to clarify the 
roles and responsibilities of Member States in the decennial provision of comprehensive 
data on population and on housing and sets requirements concerning quality, including 
comparability of data at Community level, and transparency of results and methods. It 
would leave Member States free to produce data as they think best in their respective 
countries. The draft Regulation provides for specification of the details of outputs to be 
supplied to Eurostat at decennial intervals in an implementing Commission Regulation at 
each decennial interval. The proposed first reference year for the supply of such 
information is 2011. 

15.3 When we first examined the document we said that before considering it further we 
wished to hear from the Government: 

• on the justification for a framework Regulation about Member States’ housing 
censuses; and 

• about progress on issues, mentioned to us by the Government, related to core and 
non-core topics, timing of legislation and census timetables, microdata and a 
proper impact assessment. 

Meanwhile the document remained uncleared.  

The Minister’s letter 

15.4 The Exchequer Secretary to the Treasury (Angela Eagle) now responds on each of 
these points. She tells us that following negotiations there is a revised text which reflects 
satisfactorily concerns of the Government and other Member States. She says, in particular, 
that: 

• the issue of whether or not housing statistics should be included in the Regulation 
has been raised by the Government and was discussed by the Council Statistical 
Working Party (STATIS). It was concluded that data on housing units and 
buildings as well as on the relationship between the population and their 
accommodation was essential for analysis of social policy at Community level and 
therefore this element falls within the scope of Article 285 EC; 

• reference to non-core topics in the annex of the draft Regulation has been removed 
at the request of the Government and a number of other Member States. This 
meets the Government’s concern that the earlier draft of the Regulation would 

 
31 Metadata is an IT term meaning data about data, definition or description of data. 
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have had the scope to require the supply to Eurostat of statistical outputs based on 
topics not identified as core by the current Conference of European Statisticians’ 
Recommendations for the 2010 Census of Population and Housing and which would 
not have been collected in the UK Census; 

• the Government believes that the timing of the Regulation will not itself cause any 
particular difficulties in the planning of the UK Census. It would provide for the 
first reference year to be 2011, which is the year for which the next UK Census is 
scheduled, and outputs would now be required to be supplied to Eurostat within 27 
months from the end of the reference year, which also falls comfortably within the 
processing plans of the Office for National Statistics. The Commission has noted 
that the timing of the subsequent implementing Regulation, which will specify the 
details of the outputs to be included in Eurostat’s statistical programme for the 
2011 Census and which will be agreed through the comitology procedure, will need 
to take account of circumstances where Member States’ plans for their own 
censuses are too fully advanced to allow for further changes. The Government has, 
separately, raised with the Commission the importance of agreeing date and 
outputs for subsequent censuses much earlier in the decennial cycle; 

• at the request of a number of Member States the draft Regulation now makes no 
reference to any provision to make outputs available to Eurostat in the form of 
microdata as part of the programme of statistical data. This addresses the 
Government’s earlier concerns that an obligation to provide Eurostat with data in 
such a form might conflict with some Member States’ domestic legislation 
concerning the disclosure of census information; and 

• the question of a full Regulatory Impact Assessment has been raised with the 
Commission, which has said it will re-consider the matter. However it seems that 
the UK is the only Member State not satisfied with the Analysis of Consequences in 
the original proposal. 

 Conclusion 

15.5 We are grateful to the Minister for this information. We have no further questions 
and now clear the document. 
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16  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 

(28855) 
12348/07 
— 

Report on the annual accounts of the Euratom Supply Agency for the 
financial year 2006 together with the Agency's replies. 

(28999) 
— 
— 

Draft Council Regulation amending Council Regulation (EC) No 
2505/96 opening and providing for the administration of 
autonomous Community tariff quotas for certain agricultural and 
industrial products. 

(29000) 
— 
— 

Draft Council Regulation amending Council Regulation (EC) No 
1255/96 temporarily suspending the autonomous common customs  
tariff duties on certain agricultural and industrial products. 

Department for Children, Schools and Families 

(28951) 
13346/07 
+ ADD1 
COM(07) 554 

Commission Working Document on the Report on the 
implementation of the Action Plan: Promoting language learning and 
linguistic diversity. 

Department for Environment, Food and Rural Affairs 

(28963) 
13559/07 
COM(07) 567 

Draft Council Regulation adopting autonomous and transitional 
measures to open Community tariff quotas for the import of sausages 
and certain meat products originating in Switzerland. 

(28973) 
13650/07 
COM(07) 570 

Draft Council Regulation amending Regulations (EC) 2015/2006 and 
(EC) No.41/2007, as regards fishing opportunities and associated 
conditions for certain fish stocks. 

Foreign and Commonwealth Office 

(28952) 
13407/07 
+ ADD1 
COM(07) 502 

Commission Communication: A Europe of Results - Applying 
Community Law. 
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(28997) 
— 
— 

Common Position concerning the temporary reception by Member 
States of the European Union of certain Palestinians. 

(28998) 
— 
— 

Council Joint Action amending Joint Action 2004/570/CFSP on the 
European Union military operation in Bosnia and Herzegovina. 

Home Office 

(28819) 
11974/07 
COM(07) 430 

Draft Council Decision on defining 1-benzylpiperazine (BZP) as a new 
synthetic drug which is to be made subject to control measures and 
criminal provisions. 

Department for Transport 

(28916) 
12907/07 
COM(07) 495 

Draft Council Decision on the conclusion of a Protocol amending the 
Euro-Mediterranean Aviation Agreement between the European 
Community and its Member States and the Kingdom of Morocco to 
take account of the accession to the European Union of the Republic 
of Bulgaria and Romania. 

HM Treasury 

(28948) 
13092/07 
COM(07) 536 

Commission Communication on the 2006-2007 Annual Report on the 
implementation of Community assistance under Council Regulation 
(EC) No.389/2006 of 27 February 2006 establishing an instrument of 
financial support for encouraging the economic development of the 
Turkish Cypriot community. 

(28988) 
— 
— 

General Budget of the European Communities 2007:  Transfers of 
Appropriations Third Quarterly Report of transfers of appropriations 
within the general budget for the financial year 2007. 
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Formal Minutes 

Wednesday 24 October 2007 

Members present: 

Michael Connarty, in the Chair 

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

 Mr Greg Hands 
Mr David Heathcoat-Amory 
Kelvin Hopkins 
Mr Lindsay Hoyle 
Mr Anthony Steen 

 
1. Scrutiny of Documents 

The Committee considered this matter. 

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 16 read and agreed to. 

Resolved, That the Report be the Thirty-Eighth Report of the Committee to the House. 

2. Intergovernmental Conference for a Reform Treaty  

The Committee considered this matter. 

Motion made, and Question put, that the Committee makes a further report to the House on 

the impact of the Reform Treaty on domestic matters and lawmaking. — (Mr David 

Heathcoat-Amory.) 

The Committee divided.   

Ayes, 5 Noes, 5 
Mr William Cash 
Mr James Clappison  
Mr Greg Hands 
Mr David Heathcoat-Amory  
Mr Anthony Steen 

Mr David S Borrow 
Ms Katy Clark 
Jim Dobbin 
Kelvin Hopkins 
Mr Lindsay Hoyle 
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Whereupon the Chairman declared himself with the Noes. 

3. European Standing Committees (Temporary Nomination) 

The Committee considered this matter. 

[Adjourned till Wednesday 7 November at 2.30pm. 
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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) 


