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Montenegro). The EU underlined once again the prospect of EU membership offered at
the Feira and Copenhagen European Councils, and outlined the concrete ways in which it
was willing to support the countries of the Western Balkans as they move towards
European Integration. The rate of progress would depend on the performance of the
countries themselves in a wide range of reforms of their economies, standards of
democracy, human rights, good governance and respect for rule of law. It was hoped that
the Summit would see an intensified commitment from the whole region to step up the
pace of reforms. Ahead of the Summit, the then Commissioner for External Relations,
Chris Patten, said: “Thessaloniki will send two important messages to the Western Balkans:
The prospect of membership of the EU is real, and we will not regard the map of the Union
as complete until you have joined us. We in the European Commission will do all we can
to help you succeed. But membership must be earned. It will take the sheer hard work and
applied political will of those in power in the region. How far you proceed along the road
towards European Integration, and how fast, will be up to you”. The December 2006
European Council confirmed that “the future of the Western Balkans lies in the European
Union”.

13.2 The Thessaloniki meeting adopted proposals set out in the Commission
Communication “The Western Balkans and European Integration”. The then framework
for European relations with the region, known as the Stabilisation and Association process
(SAP), remained central, but it was “enriched with elements drawn from the recent
successful enlargement process”, including strengthened political cooperation, enhanced
support for institution building, promotion of economic growth by increasing the region’s
export possibilities through concrete trade measures, and the possibility for the countries of
the Western Balkans to participate in some Community programmes. New European
Partnerships were offered to the Western Balkan countries, “inspired” by the pre-accession
process and tailor-made to each country’s needs — identifying, on a regular basis, priorities
and obligations to be fulfilled; with EU financial assistance directed to the priorities set out
in the partnerships; and each country drawing up a national implementation action plan,
to provide a clear agenda against which to measure progress.*

13.3 On 6 November 2007, the Commission proposed Council Decisions for revised
European Partnerships for Albania, Bosnia and Herzegovina and Serbia including Kosovo
under UN Security Council Resolution 1244, and an Accession Partnership for Macedonia.
In parallel, it published Progress Reports on Albania, Bosnia and Herzegovina, Kosovo,
Macedonia, Montenegro and Serbia. It also proposed a Regulation to amend the legal basis
for the Partnerships to take into account Montenegro’s independence from Serbia, and
Macedonia’s Candidate Status.

13.4 The European (for non-candidate countries) and Accession (for EU Candidate
Countries) Partnerships set defined short (realistically achievable within 1-2 years) and
medium-term (3-4 years) priorities for each country to focus on as they work to meet EU
standards. The first Partnerships for the Western Balkans were drawn up in 2004 and

34 See
http://europa.eu/rapid/pressReleasesAction.do?reference=1P/03/860&format=HTML&aged=1&language=EN&guilLang
uage=en for full background to the Summit.
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updated in 2005 (Montenegro’s European Partnership was updated following its
independence from Serbia, and has not been updated on this occasion).

13.5 The annual Progress Reports review the progress each country has made over a
twelve-month period. Progress is measured against the EU’s conditions for membership —
the Copenhagen Criteria® — and is assessed in the context of the Stabilisation and
Association Process for the Western Balkans and the priorities set out in each country’s
European Partnership. The scope of the reports includes each country’s political and
economic situation, democracy and rule of law, border controls, human rights,
environment and social policies. Given its EU Candidate Status, Macedonia’s report also
reviews its capacity to assume the obligations of EU membership. We considered them,
along with the Council Regulations updating each Partnership, on 5 December 2007.

13.6 In his accompanying Explanatory Memorandum, the Minister for Europe at the
Foreign and Commonwealth Office (Mr Jim Murphy) noted the quality of the
Commission’s analysis and welcomed “its frank assessment of progress in each of the
Western Balkan countries”.

13.7 We cleared the Council Regulations, since the Partnership process needs to continue,
and the revised Agreements are plainly well-drawn. However, we noted how the sobering
picture in these documents reflected many of the same problems that continue to dog
Bulgaria and Romania in the areas of judicial reform, corruption and organised crime,
undercutting and hampering what little progress has been made; and with, hanging over
everything, the continuing inability of the different ethnic groups to resolve their
differences and work together, both within a more-or-less established polity (such as
Macedonia) or, more worryingly, and despite all the EU and wider international
community’s best endeavours, within the uncertain polities of Kosovo and Bosnia and
Herzegovina. We accordingly concluded that the time was right for the House to debate
the situation in the Balkans and the EU’s role therein, and accordingly recommended these
unhappy Progress Reports for debate in the European Committee.

13.8 These concerns have been amplified by subsequent developments in Kosovo and
Serbia, and the EU’s response thereto. The Stabilisation and Association Agreement (SAA)
is a key step on the path to EU membership. As with other such SAAs, the one proposed
with Serbia will establish a far-reaching legal relationship with the EU, entailing mutual
rights and obligations, the gradual implementation of a free trade area and reforms
designed to achieve the adoption of EU standards in areas such as justice, freedom and
security.

13.9 Among the “Accused at Large” on the website of the International Criminal Tribunal
for (former) Yugoslavia (ICTY) are Radovan Karadzi¢ and Ratko Mladi¢, who are
generally recognised as the most egregious of those involved in the horrors that were

35 The 1993 Copenhagen European Council decided that “the associated countries in Central and Eastern Europe that
so desire shall become members of the European Union ... as soon as an associated country is able to assume the
obligations of membership by satisfying the economic and political conditions required.” Those “Copenhagen
criteria” require that the candidate country must have achieved: stability of institutions guaranteeing democracy,
the rule of law, human rights and respect for and protection of minorities; the existence of a functioning market
economy as well as the capacity to cope with competitive pressure and market forces within the Union; and the
ability to take on the obligations of membership including adherence to the aims of political, economic & monetary
union.
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perpetrated in the Balkans during the dissolution of the former Yugoslavia. Hitherto, the
lack of ICTY confirmation of “full cooperation” by the Serbian authorities in seeking their
apprehension and surrender has held up the signing and implementation of what is not
only a major practical and legal but, above all, a symbolic next step in her integration into
European structures.

13.10 On 20 February, we considered draft Council Decisions on the signing and
conclusion of Serbia’s SAA, and of an interim agreement on its trade-related aspects, and
an Interim Agreement on Political Cooperation between the EU and its Member States and
Serbia.® Then, on 20 March, we considered a Council Common Position extending
Common Position 2004/293/CFSP on further measures in support of the effective
implementation of the mandate of the ICTY.”

13.11 We recommended the Council Decisions on Serbia’s SAA for debate along with the
Progress Reports and “tagged” the Common Position on extending support to the ICTY to
that debate. In so doing, we noted our concern not at the “European perspective” of the
Western Balkans, nor over EU support for the ICTY — on the contrary — but rather our
concern that a desire to compensate Serbia for her opposition to the EU’s recent action in
Kosovo was leading to an undermining of this conditionality through the offer of an
arrangement that would provide the benefits of an SAA without what had hitherto been a
crucial pre-condition being met; and that this may have wider adverse implications for
further enlargement in the western Balkans and elsewhere, as well as for the EU support
that is vital to the work of the ICTY in both Serbia and Bosnia and Herzegovina.

The Commission Communication

13.12 The Commission has now produced this further Communication — “The Western
Balkans: Enhancing the European perspective” — which reiterates the position that the
future of the Western Balkans lies in the EU and contains some measures that the
Commission feels would boost cooperation and aid the region’s movement towards the
EU.

13.13 Sections I (“Introduction”) and II (“Progress made and the way forward”) reiterate
that each country should be considered for EU membership on its merits. The
Communication again encourages the Western Balkan countries to accelerate reform and
meet the necessary conditions (as set out in the Stabilisation and Association process and
countries’ respective European/Accession Partnerships). Section II includes a further
snapshot of progress by individual countries and examines “the way forward” under eight
main headings:

— Moving closer towards the EU and enhancing regional cooperation;
— People-to-people contacts; familiarising people with the EU;

— Civil society development and dialogue — A new civil society today;

36 (29213) 15616/07, (29214) 15690/07 and (29427) — : see HC 16—xii (2007-08), chapter 1 (20 February 2008).
37 (29497) 6927/08: see HC 16—xiv (2007-08), chapter 8 (5 March 2008).
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— Good governance;

— Parliamentary cooperation;

— Trade integration — Central European Free Trade Agreement;
— Economic and social development; and

— Community financial support and donor coordination.

13.14 The Communication notes the recent declaration of independence by Kosovo and
confirms that its future, like that of the rest of the Western Balkans, lies in Europe. It
recognises the key role that Serbia has in the region and encourages Serbia to reaffirm its
commitment to closer ties with the EU. On Bosnia, it underlines the further progress
needed for it to sign an SAA with the EU. It encourages Macedonia, Albania and
Montenegro to continue their recent reform progress and encourages Macedonia to seek
mutually acceptable solutions to unresolved issues with neighbours.

13.15 The Commission notes that moving towards a visa-free regime is part of the
preparations for EU membership, which includes eventually becoming part of the
Schengen area, and envisages building on visa facilitation agreements that entered into
force on 1 January 2008 (linked to readmission agreements that were negotiated and
concluded in parallel, and to the introduction of biometrics) by helping each country draw
up individual “roadmaps” towards visa-free travel to the EU. They would be conditional on
“necessary reforms by the Western Balkan countries”, cover “four sets of issues: document
security, illegal migration, public order and security as well as external relations” and
“address the EU’s requirements.” The speed of each country’s movement towards visa
liberalisation will depend on progress in fulfilling the benchmarks. The Commission will
provide financial and technical assistance. “The Commission and the Council will closely
monitor progress in the relevant reforms. Once the conditions for each country have been
fulfilled, the Commission will propose to the Council the lifting of the respective visa
obligation, by amending Council Regulation 539/2001.”%

13.16 The Communication notes that, overall, the Commission will be providing €4 billion
of funding to the region over the period 2007-2011 through the Instrument for Pre-
accession Assistance, which the Commission says amounts to an investment of
approximately €30 per capita per year.

13.17 Section III then completes the Communication with conclusions of which “the
Council and Parliament are invited to take note”, listing various initiatives to help the
region move closer to the EU. As well as the road-maps toward visa free travel, they
include: a doubling of scholarships for students from Western Balkans countries; more
funds to support civil society in the region; support for the newly-established Regional
School of Public Administration; and a new Western Balkans infrastructure initiative to
integrate road and rail networks with those in the EU.*

38 Council Regulation (EC) No 539/2001 of 15 March 2001 listing the third countries whose nationals must be in
possession of visas when crossing the external borders and those whose nationals are exempt from that requirement
(OJ No. L 81, 21.3.01, p.1).

39 The conclusions are reproduced in full at the Annex to this chapter of our Report (7702/08, page 23).
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The Government’s view

13.18 In his 26 March 2008 Explanatory Memorandum, the Minister for Europe at the
Foreign and Commonwealth Office (Mr Jim Murphy) says that he welcomes this
Communication and agrees with the key points. He notes that the Communication
reiterates existing EU positions on the Western Balkans, notably the “Thessaloniki Agenda
for the Western Balkans” and the Commission’s Communication on “Enlargement
strategy” of November 2007, and “helpfully provides concrete examples to increase
cooperation between the EU and the region”. He continues as follows:

“The Communication’s confirmation that Kosovo shares the Western Balkans’
European perspective with the rest of the region is welcome. It correctly analyses
progress by individual countries and is realistic in noting challenges. It recognises
that countries have the responsibility for making the reforms necessary to enable
faster progress towards the EU. This includes full cooperation with the International
Criminal Tribunal for the former Yugoslavia. We welcome the Communication’s
assertion that Serbia’s strategic choices are pivotal both for its future progress
towards the EU and for the wider region.

“The UK agrees with the Communication’s reference to Macedonia finding
negotiated and mutually acceptable solutions to unresolved issues with neighbours.
This most probably refers to Macedonia’s bilateral dispute with Greece over its
name. The UK believes that it is up to both parties involved to engage fully and
constructively with the ongoing process to resolve this issue and that bilateral issues
such as these should not affect Macedonia’s EU accession process.”

13.19 He notes that the Communication does not envisage any new money for the
Western Balkans, and that any new initiatives will be funded from within the €4 billion
allocated to the region through the Commission’s Instrument for Pre-Accession.

13.20 Looking ahead, he expects Foreign Ministers “to consider the Communication at the
Gymnich* on 28 March and to adopt Council Conclusions in April.”

Conclusions

13.21 Against the background outlined in paragraphs 13.6-13.11 above, it is perhaps
not surprising that this further Commission Communication adds little to this
complex equation. There is a very familiar ring in what the Commission has to say
about how it will help and, on the other hand, what each of the EU aspirants needs to do
in order to make progress. However, given the widespread interest in the Western
Balkans and the upcoming debate, we think that it nonetheless warrants reporting to
the House. We accordingly tag this document to that debate.

40 The “Gymnich” is the informal meeting of Foreign Ministers from the Member States, the High Representative for
Common Foreign and Security Policy (CFSP) and the Commissioner for External Relations. Gymnichs are held every six
months, hosted by the Presidency, and have taken place in every EU Presidency since 1974. The name Gymnich
comes from the German castle north of Bonn, which provided the setting for the first ever meeting of this kind,
during the German EU Presidency in 1974.
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13.22 We now clear the document. However, we should be grateful if the Minister
would write to us as soon as possible with an account of the “Gymnich” discussion to
which he refers and a full exposition of the Council Conclusions that he expects to be
adopted.

Annex: Conclusions to the Communication
“The Council and Parliament are invited to take note of the following conclusions.

o “The future of the Western Balkans lies in the EU. The EU stresses the importance
of peace, stability and security in this part of Europe, and welcomes all efforts of the
Western Balkan countries to come closer to the EU, meeting the necessary
conditions. The Western Balkans have the potential to accelerate their course
towards eventual EU membership, provided they pursue the path of reform and
reconciliation, and meet the necessary conditions. The EU will assist them in this
endeavour.

e “The current year is a crucial one for the Western Balkans. Ultimately, it is the
democratically elected leaders of the region who will determine whether their
countries will move decisively forward towards stability and a European future.

o  “Substantial progress can be made with Croatia this year, which can be a decisive
one for Croatia’s accession negotiations, provided the country makes significant
progress in a number of key reform areas and meets the benchmarks. Croatia
needs to address without delay the issue of the Ecological and Fisheries Protection
Zone, in line with Council conclusions.

o “The former Yugoslav Republic of Macedonia needs to meet the key priorities,
which have been set as benchmarks, in order to demonstrate its readiness to
undertake accession negotiations. The Commission considers that, with sufficient
political determination, and sustained efforts, the necessary progress can be made
in 2008. Any recommendation from the Commission will be based on its autumn
progress report.

o “Albania’s further progress towards the EU depends in particular on satisfactory
implementation of the Stabilisation and Association Agreement, ensuring that
future elections will meet international standards and strengthening the rule of law,
especially the fight against corruption and organised crime.

e “Montenegro’s further progress towards the EU depends on strengthening the rule
of law, especially the fight against corruption and organised crime, enhancing
administrative capacity and broadening the consensus on state-building.
Satisfactory implementation of the Stabilisation and Association Agreement is
essential.
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“As soon as Bosnia and Herzegovina meets the outstanding conditions, the
Stabilisation and Association Agreement can be signed. The Commission
considers that with the necessary political will and consensus, this can be achieved
soon.

“Serbia has a crucial role to play in ensuring stability, good neighbourly relations
and regional cooperation in the Western Balkans. The Commission recalls the
European Council conclusions of December 2007 that progress on the road
towards the EU, including candidate status, can be accelerated. It calls on Serbia to
reaffirm its commitment to a future within the European Union.

“The EU remains committed to support Kosovo’s political and economic
development. Kosovo has, like the rest of the Western Balkans, a clear and concrete
EU perspective. To this end, the Commission will use available instruments, in
particular to promote democratic reforms, good neighbourly relations and
€conomic progress.

“Basic issues of state building, good governance, administrative and judicial
reform, rule of law including the fight against corruption and organised crime,
reconciliation, socioeconomic development, and civil society development, are key
reform priorities for the Western Balkans. Full cooperation with the International
Criminal Tribunal for former Yugoslavia (ICTY) remains a condition on the way
towards the EU for the countries concerned.

“The Commission is starting a dialogue with all concerned countries in the region
to establish as soon as possible road-maps on the conditions for lifting the visa
requirement. Progress in this process will be monitored by Council and
Commission.

“The Commission will further increase the number of scholarships granted to
students from the Western Balkans to study in the EU.

“Efforts to ensure the full participation of the Western Balkan countries in
Community programmes and agencies will be stepped up.

“Commission support to civil society development and dialogue will increase
substantially. A new financial facility is being established to that end.

“The Commission supports the Regional School of Public Administration (ReSPA)
and its development into a fully fledged school to be established in Danilovgrad,
Montenegro, as of early 2009.

“Coordination with International Financial Institutions, in particular the EIB and
the EBRD, and with bilateral donors will be stepped up in order to mobilise grants
and loans for modernisation and development. The Commission, the EIB, the
EBRD and the Council of Europe Development Bank committed to establish a
Western Balkans Investment Framework by 2010 with other IFIs and donors. A
Western Balkans Infrastructure Initiative is being launched by the Commission
and a number of IFIs and bilateral donors. The Commission is analysing the
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feasibility of further initiatives that would increase the leverage of actions in
support of the EU’s strategic objectives in the region.

“The Commission proposes a new disaster risk reduction initiative. This will help
the countries in the region to develop their capacities in this area. The Commission
will also aim to associate the Western Balkan countries in the Community
mechanism and instrument in the field of civil protection.

“Parliamentary cooperation among the Western Balkan countries, as well as
cooperation between the European Parliament and national parliaments will be
intensified. The aim is to transfer best practices and to foster reconciliation.

“Further development of regional cooperation is an integral part of the Western
Balkans European agenda. The recent transition of the Stability Pact to the
Regional Cooperation Council (RCC) is a major positive step. The Commission
supports the RCC and other cooperation frameworks, including CEFTA, the
Energy Community Treaty and the Agreement on a European Common Aviation
Area. It also proposes the negotiation of a Western Balkans Transport Community
Treaty.

“Regional cooperation brings concrete benefits to the peoples of the Western
Balkans and assists them in drawing closer to the EU. It requires continued support
from the EU and will be closely monitored by the Commission.”

14 Climate Change and International Security

(29565) Paper from the High Representative and the European Commission
$113/08 to the European Council: Climate Change and International Security

Legal base —

Document originated 14 March 2008
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Department Foreign and Commonwealth Office

Basis of consideration EM of 27 March 2008

Previous Committee Report None

To be discussed in Council December 2008 European Council
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Cleared; but further information requested
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Background

14.1 Climate change is increasingly seen as a threat to the security and prosperity of British
citizens, as well as internationally. The European Council has drawn attention to the issue,
and in June 2007 invited the Secretary General/High Representative, Javier Solana, and the
European Commission to draw up a joint report on “Climate Change and International
Security”. The 13-14 March 2008 Spring European Council welcomed it as underlining the
importance of this issue, and invited the Council “to examine the paper and to submit
recommendations on appropriate follow-up action, in particular, on how to intensify
cooperation with third countries and regions regarding the impact of climate change on
international security by December 2008 at the latest.™!

The Joint Report

14.2 Climate change is viewed as a “threat multiplier which exacerbates existing trends,
tensions and instability.” The core challenge is that “climate change threatens to
overburden states and regions which are already fragile and conflict prone”, with risks not
just of a humanitarian nature, but also political and security risks that directly affect
European interests. The Report “focuses on the impact of climate change on international
security and considers the impact of these international security consequences for Europe’s
own security, and how the EU should respond.” It sees the EU as “in a unique position to
respond to the impacts of climate change on international security, given its leading role in
development, global climate policy and the wide array of tools and instruments at its
disposal”, and the security challenge as playing to Europe’s strengths, “with its
comprehensive approach to conflict prevention, crisis management and post-conflict
reconstruction, and as a key proponent of effective multilateralism.” It recalls that the
December 2003 European Security Strategy “recognised the link between global warming
and competition for natural resources, while the Communication “Europe in the World”
highlighted the effects of globalisation on external relations.” The report considers how the
full range of EU instruments, including Community and CFSP/ESDP action, can be used
alongside mitigation and adaptation policies to address the security risks, and the
implications for the intensification of political dialogue with third countries. “A post-2012
agreement has to be developed by the end of 2009 and all levers of EU foreign relations
must work towards this end.”

14.3 The report argues that climate change will have a growing and significant impact on
global security, multiplying existing threats such as shortages of food and water, and
exacerbating tensions and instability, particularly for states and regions that are already
fragile and conflict prone. It first examines thematically “some of the forms of conflicts
driven by climate change which may occur in different regions of the world”, under 7
headings:

— Conflict over resources

— Economic damage and risk to coastal cities and critical infrastructure

41 Paragraph 26 of the Council Conclusions: see
http://www.consilium.europa.eu/ueDocs/cms_Data/docs/pressData/en/ec/99410.pdf.



European Scrutiny Committee, 20th Report, Session 2007-08 59

— Loss of territory and border disputes
— Environmentally-induced migration
— Situations of fragility and radicalisation
— Tension over energy supply

— Pressure on international governance

14.4 Then, noting that the EU’s neighbours include some of the most vulnerable regions to
climate change, e.g. North Africa and the Middle East, and that migratory pressure at the
European Union’s borders and political instability and conflicts could increase in the
future, with a significant impact on Europe’s energy supply routes, the Report illustrates
how climate change is multiplying existing pressures in Africa, South Africa, the Middle
East, Central Asia, South Asia and the Arctic.

14.5 Finally, the Report considers how the instruments at the EU’s disposal can be used
alongside mitigation and adaptation policies to address the security risks. It sees Europe’s
strengths as its approach to conflict prevention, crisis management and post-conflict
reconstruction and effective multilateralism. “Special consideration” needs to be given to
the US, China, India, and “what the implications mean for the EU’s long-term relations
with Russia.” The upcoming examination of the implementation of the European Security
Strategy “should take account of the security dimension of climate change”. The areas
recommended for further study are:

Enhancing capacities at the EU level, including monitoring and early warning
regarding situations of state fragility and political radicalisation, tensions over
resources and energy supplies, environmental and socio-economic stresses, threats to
critical infrastructures and economic assets, border disputes, impact on human rights
and potential migratory movements; and further building up of EU and Member
State civil protection and disaster response capabilities;

EU multilateral leadership to promote global climate security, including
the possible strengthening of international law, including the Law of the Sea, and
consideration of “environmentally-triggered additional migratory stress in the
further development of a comprehensive European migratory policy”;

Cooperation with third countries, including giving more attention to the
impact of climate change on security in the EU’s cooperation and political dialogue
instruments, its regional strategies and the EU’s Global Climate Change Alliance
with the most vulnerable developing countries, and examining the development of
“an EU Arctic policy based on the evolving geo-strategy of the Arctic region, taking
into account i.e. access to resources and the opening of new trade routes.”

The Government'’s view

14.6 In his 27 March 2008 Explanatory Memorandum, the Minister for Europe at the
Foreign and Commonwealth Office (Mr Jim Murphy) says that, by definition, the impacts
of climate change are being felt globally, and that “global problems require global
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solutions.” The EU has, he says, “continued to play an active role in the international
climate change negotiations and has demonstrated leadership both in international
negotiations and with its far-reaching decisions on domestic climate and energy policies.

14.7 He sees the EU as “in a unique position to respond to the impacts of climate change
on international security, given its leading role in development, global climate policy and
the wide array of tools and instruments at its disposal”, and agrees with the report’s view
that “the security challenge plays to Europe’s strengths, including its comprehensive
approach to conflict prevention, crisis management and post-conflict reconstruction, and
as a key proponent of effective multilateralism”.

14.8 The Minister sees climate change as “a stress multiplier”, and continues as follows:

“Some of these stresses — such as water and food shortages, increased migration and
pressures on over-stretched institutions in weak or failing states — are likely to act as
potential conflict drivers. The report under examination highlights the fact that
climate change is a fundamental threat to our security. It is intended as a catalyst for
developing a better understanding of the implications of climate change for
European foreign and security interests, and towards mainstreaming climate change
into security policy-making and planning.

“HMG strongly welcomes the report. It is now increasingly recognised that climate
change poses security — as well as economic and social — challenges. It is therefore
imperative that we achieve a secure climate and work together with the EU and
external partners to build the climate challenge into security planning. The report is
an excellent starting point for deeper EU engagement on the foreign and security
implications of climate change. Our own recently published National Security
Strategy, which summarises all the threats to the UK’s interests, resonates with the
concerns outlined in the Solana report. And in June, the US will publish a National
Intelligence Assessment on the national security implications of global climate
change.

“We welcome the fact that the Council has been mandated to examine the report and
to submit recommendations on appropriate follow-up action. We believe that this
should include a more detailed region-by-region analysis on the implications of
climate change for EU foreign and security policy interests, and an exploration of
how to mainstream climate change into security policy-making and planning. There
is considerable support for follow-up action among other Member States. The
Council’s follow-up recommendations are expected by December 2008. This will
provide a further opportunity for detailed examination.

“Other countries/bodies are also beginning to take the issue seriously. In 2007 a (UK-
initiated) debate took place in the United Nations Security Council on the impacts of
climate change on peace and security. The recently published manifesto for a new
NATO also points to likely frictions in the Arctic as a result of climate change. In
June the US National Intelligence Assessment (NIA) will produce a report on climate
and security.”
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Conclusions

14.9 Although this is not the sort of document that we customarily consider (it being
neither draft legislation nor a Commission Communication), it is not the first such
joint paper that we have asked to be deposited because of its inherent importance and
potential widespread policy implications. We are grateful to the Minister for his
informative Explanatory Memorandum and for his views, and clear the document.

14.10 It would seem that this dimension of the EU’s security policy can only grow.
While this Report is not directly relevant to the documents on various other EU policy
responses to climate change that we recommended for debate at our meeting on 7
March (which deal with the promotion of energy from renewable resources; carbon
capture and storage; reduction of greenhouse gas emissions by 2020; and review of the
emissions trading scheme),* its relevance to EU stability and prosperity is already
manifest in the shape of the widespread concern over economic migration. We
therefore look forward to hearing more from the Minister in due course about
whatever proposals are put forward for consideration by the December European
Council, and take this opportunity to remind the Minister of our already-expressed
interest in being updated on, and during, the process of revising the current European
Security Strategy.

15 Financial services

(29506) Commission Communication: A common European approach to
6944/08 Sovereign Wealth Funds
COoM(08) 115

Legal base —

Document originated 27 February 2008

Deposited in Parliament 4 March 2008

Department HM Treasury

Basis of consideration EM of 16 March 2008

Previous Committee Report None

Discussed in Council ECOFIN Council 4 March 2008 and European
Council 14 March 2008

Committee’s assessment Politically important

Committee’s decision Cleared

42 See HC 16-xiii (2007-08), chapters 1-4, 7 and 8 (27 February 2008).
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Background

15.1 The Commission uses a common definition of sovereign wealth funds (SWFs) — state
owned investment vehicles, which manage a diversified portfolio of domestic and
international assets.

The document

152 In this Communication the Commission discusses the possibility of a common
approach to SWFs. It considers the SWFs as a specific category of cross-border investment.
First it rehearses development of SWFs, their advantages and some recent concerns and
international developments, saying:

e SWFs have grown rapidly over the past decade, in more than 30 countries,
managing assets estimated at between $1.5 trillion and $2.5 trillion, equivalent to
about half of global central bank reserves, giving a small but significant share of
global assets under management;

o investment by SWFs offers opportunities to recipient countries, provide funding
for international investment, have helped stabilise the global financial system
during the current turbulence by injecting capital into banks and SWF investment
could also support the international role of the Euro over the medium term, as this
investment becomes more diversified;

e however, SWFs have also raised concerns — their rise illustrates the seriousness of
current account imbalances in the global economy and SWF investment in certain
sectors for non-commercial reasons may compromise national security (although,
in most cases, SWFs have avoided taking controlling stakes or seeking a formal role
in decision-making in companies); and

o SWFs are a matter of international interest and their role in the financial system
has been a subject of debate globally. The International Monetary Fund (IMF) is
developing a code of conduct for SWFs, which might cover areas like governance,
transparency and accountability. The Organisation for Economic Cooperation and
Development (OECD) is working to identify best practice inward investment
frameworks in recipient countries, building on the principles of non-
discrimination, transparency, predictability and accountability.

The Commission comments that the Community is committed to openness to investment
and will remain committed to ensuring that its markets remain open for investment.

15.3 The Commission then, before discussing the case for a common Community
approach to dealing with SWFs, notes that:

e the Community and Member States together have a comprehensive regime to
regulate the establishment and the actions of foreign investors;

o this covers SWFs in the same way as any other investor; and
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e in particular, through its merger Regulations and Treaty articles on the free
movement of capital, the Community has tools with which to address any
problems that may result from the operations of SWFs.

It continues that the case for a common Community approach rests on three arguments:

e a common approach would maximise Community influence in the wider
international discussions;

e Member States acting unilaterally might damage the internal market; and

e one of the main goals of Community trade policy is to open third country markets
to Community investors on the basis of the same principles used to govern the
internal market. This would be hampered should the Community be seen to be
imposing barriers to inward investment.

15.4 The Commission suggests therefore that the principles on which a proposed common
Community approach to the treatment of SWFs as foreign investors should be based are:

e commitment to an open investment environment;

e support of multilateral work at the IMF and OECD, as well as an open dialogue
with SWF holding countries;

e using existing instruments to respond to any risks or challenges raised by cross-
border investments;

o respect for EC Treaty obligations and international commitments; and
e proportionality and transparency.

It also suggests that an international code of conduct for SWFs, with which they should be
asked to comply voluntarily, should include measures to improve corporate governance
and transparency of activities and investments. Principles of good corporate governance
include:

e clear allocation and separation of responsibilities in the internal governance
structure of a SWF;

e development and issue of an investment policy that defines overall objectives of
SWEF investment;

e operational autonomy for the entity to achieve its defined objectives;

e public disclosure of the general principles of internal governance that provide
assurances of integrity; and

e development and issue of risk management policies.
Transparency practices should include:

o annual disclosure of investment positions and asset allocation, in particular for
investments for which there is majority ownership;
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exercise of ownership rights;
disclosure of leverage and of currency composition;
size and source of an entity’s resources; and

disclosure of the home country regulation and oversight governing the SWF.

15.5 The Commission concludes its Communication by saying that:

the Community must remain committed to openness to investment;
SWFs must be engaged in a constructive fashion; and

any Community common approach should be a contribution to the wider
international debate.

The Government’s view

15.6 The Exchequer Secretary to the Treasury (Angela Eagle), noting that there are no
direct policy implications for the UK, says that the Government:

welcomes the Commission’s recognition of the benefits of open trade and
investment and believes that its Communication sends a clear signal that the
Community needs to remain committed to its policy of an open trading
environment;

welcomes also the Commission’s recognition that between Community and
Member State level there exists a comprehensive regime to regulate the actions of
foreign investors, which covers SWFs in exactly the same way as any other foreign
investor;

agrees with the Commission that SWFs raise important and complex global issues,
requiring an international response;

holds that it is important that these are worked through with SWF sponsor
governments and recipient governments through dialogue and by developing a
common understanding;

for this reason strongly supports the IMF work towards a voluntary code of
conduct for SWFs covering transparency and corporate governance, based on best
practice, and the OECD work looking at fair inward investment frameworks; and

welcomes the Commission’s Communication as a helpful contribution to the wider
international debate.

15.7 The Minister also tells us that the issue of SWFs was discussed at the Spring European
Council of 14 March 2008 and that the Council welcomed the Communication and
reiterated its conclusions.
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Conclusion

15.8 We note the Commission’s useful reiteration of the principles underlying
Community and Member State policies in relation, as a subset of cross-border
investment, to sovereign wealth funds. Given the importance of such investment, whilst
clearing the document, we draw it to the attention of the House.

16 Stability and Convergence Programmes

(a)
(29515) Council Opinion on the updated Stability Programme of Spain
7062/08

(b)
(29519) Council Opinion on the updated Stability Programme of Austria
6522/08

(©
(29520) Council Opinion on the updated Convergence Programme of
7048/08 Bulgaria

(d)
(29521) Council Opinion on the updated Stability Programme of Portugal
7050/08

(e)
(29522) Council Opinion on the updated Stability Programme of Cyprus
7052/08

(f)
(29523) Council Opinion on the updated Convergence Programme of Estonia
7053/08

(9)
(29524) Council Opinion on the updated Convergence Programme of Latvia
7054/08

(h)
(29525) Council Opinion on the updated Convergence Programme of the
7055/08 Czech Republic
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()
(29526) Council Opinion on the updated Stability Programme of Malta
7056/08
1)
(29527) Council Opinion on the updated Stability Programme of Greece
7057/08
(k)
(29528) Council Opinion on the updated Stability Programme of Slovenia
7115/08
0
(29529) Council Opinion on the updated Stability Programme of Ireland
7116/08
(m)
(29530) Council Opinion on the updated Convergence Programme of
7117/08 Denmark
(n)
(29531) Council Opinion on the updated Convergence Programme of
7118/08 Lithuania
Legal base Articles 99(4) and 104 EC; —; simple majority
Deposited in Parliament 7 March 2008
Department HM Treasury
Basis of consideration EM of 18 March 2008
Previous Committee Report None
Discussed in Council 4 March 2008
Committee’s assessment Politically important
Committee’s decision Cleared
Background

16.1 The Stability and Growth Pact adopted by the Amsterdam European Council in June
1997 emphasised the obligation of Member States to avoid excessive government deficits,
defined as the ratio of a planned or actual deficit to gross domestic product (GDP) at
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market prices in excess of a “reference value” of 3%.* Each year the Council of Economic
and Finance Ministers (ECOFIN) issues an Opinion on the updated stability or
convergence programme of each Member State.* These Opinions, which are not binding
on Member States, are based on a recommendation from the Commission. The economic
content of the programmes is assessed with reference to the Commission’s current
economic forecasts. If a Member State’s programme is found wanting, it may be invited by
ECOFIN, in a Recommendation, to make adjustments to its economic policies, though
such Recommendations are likewise not binding on Member States. This whole procedure
is essentially the Pact’s preventative arm.

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

The documents

16.3 These documents provide the Council’s Opinion on the stability or convergence
programmes of 14 Member States, which are assessed in relation to the Commission’s
autumn 2007 economic forecasts. (We reported on an earlier batch of this year’s opinions
in March 2008.)* A summary of the Council’s comments for each of these Member States
is provided by the Exchequer Secretary to the Treasury (Angela Eagle) in her helpful
Explanatory Memorandum, as follows:

Austria — Council opinion on the updated stability programme, 2007-2010

“Real GDP growth is expected to decelerate from 3.4% in 2007 to 2.5% on average
over the rest of the programme period. For 2007, the general government deficit is
estimated at 0.7% of GDP in the most recent update of the stability programme,
against a target of 0.9% of GDP set in the previous update. The main goal of the
medium-term budgetary strategy is to reach the medium-term objective — a
balanced position in structural terms — by 2010. The headline general government
balance is planned to swing from a deficit of 0.7% of GDP in 2007 to a 0.4% of GDP
surplus in 2010, with a back-loaded adjustment. The primary surplus is expected to
improve somewhat less — by 0.9 percentage points of GDP — during the period.
The structural deficit will narrow by about 1 percentage point of GDP between 2007

43 This obligation does not apply to Member States, including the UK, whilst they remain outside the eurozone, but
they are required to endeavour to avoid excessive deficits.

44 The 15 Member States (Austria, Belgium, Cyprus, Germany, Greece, Finland, France, Ireland, Italy, Luxembourg,
Malta, the Netherlands, Portugal, Slovenia and Spain) that have adopted the euro have Stability Programmes,
whereas the other 12 Member States (including the UK) produce Convergence Programmes.

45 (29451)-(29461) 6306/08, 6309/08, 6311/08-6318/08 and 6320/08: see HC 16—xiv (2007-08), chapter 3 (5 March 2008).
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and 2010. Government gross debt, estimated at just below the 60% Treaty reference
value in 2007, is projected to further decline by 4.5 percentage points over the
programme period. Overall, Austria appears to be at a low risk with regard to the
sustainability of public finances.”

Bulgaria — Council opinion on the updated convergence programme, 2007-
2010

“Real GDP growth is expected to pick up from 6.4% in 2007 to 6.7% on average over
the rest of the programme period. For 2007, the general government surplus is
estimated at 3.1% of GDP in the most recent update of the programme, against a
target of 0.8% of GDP set in the January 2007 convergence programme. The
medium-term objective presented in the programme has been revised from a
balanced position in structural terms to a surplus of 1.5% of GDP, which would be
respected throughout the programme period. Both the general government balance
and the primary balance are projected to remain stable over the programme period
at a surplus of around 3% and 4% of GDP, respectively. According to the
programme, revenue- and expenditure-to-GDP ratios will increase by around 1.75
percentage points each over the programme period, with the adjustment occurring
mainly in 2008. Maintaining high primary surpluses over the medium-term would
contribute to limiting risks to the sustainability of public finances.”

Portugal — Council opinion on the updated stability programme, 2007-2011

“A continuation of the upswing in economic activity is envisaged, with real GDP
growth picking up from 1.8% in 2007 to 2.2% in 2008 and further to 2.8% in 2009
and 3% in 2010 and 2011. For 2007, the general government deficit is estimated at
3% of GDP in the updated programme and in the Commission services’ autumn
2007 forecasts, against a target of 3.7% of GDP set in the previous update of the
stability programme. The update of the stability programme aims at further fiscal
consolidation over the medium term, notably to achieve the medium-term objective
of a structural deficit of 0.5% of GDP by 2010. The headline general government
deficit is targeted to decline gradually from 3% of GDP in 2007 to 2.4% of GDP in
2008, 1.5% in 2009, 0.4% in 2010 and eventually 0.2% of GDP in 2011. The primary
balance is expected to follow a similar path, improving from a slight deficit to a
surplus of 2.5% of GDP in 2011. The structural deficit is projected to narrow by
around 0.5 percentage points of GDP per year on average until 2010 and to broadly
stabilise at around 0.5% of GDP in 2011. Government gross debt, estimated at 64.4%
of GDP in 2007, is projected to accelerate its decline, which would amount to almost
8 percentage points of GDP over the period, falling below the 60% of GDP Treaty
reference value in 2010. Further budgetary consolidation, as planned in the
programme, would contribute to reducing risks to the sustainability of public
finances.”

Cyprus — Council opinion on the updated stability programme, 2007-2011

“Real GDP growth is expected to moderate slightly from 4.2% in 2007 to some 4% on
average over the rest of the programme period. For 2007, the stability programme
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estimates the general government surplus at 1.5% of GDP, more than 3 percentage
points of GDP better than the target of a deficit of 1.6% of GDP set in the last update
of the convergence programme. The stability programme puts forward a more
ambitious medium-term objective (MTO) of a balanced position in structural terms
compared to a structural deficit of 0.5% of GDP previously. The budgetary strategy
in the stability programme aims at maintaining this new MTO, which has already
been over-achieved in 2007, over the programme period. The general government
surplus is planned to decline to 0.7% of GDP by 2011, from 1.5% in 2007; in primary
terms, the drop is more pronounced, to 2.8% of GDP in 2011 from 4.7%. Cyprus
appears to be at high risk with regard to the sustainability of public finances.”

Estonia — Council opinion on the updated convergence programme, 2007-
2011

“It is projected that real GDP growth will moderate from 7.5% in 2007 to 5.25% in
2008 and 6.5% on average over the rest of the programme period. For 2007, the
general government surplus is estimated at 2.6% of GDP in the most recent update of
the convergence programme, against a target of 1.2% of GDP set in the previous
update. The main goal of the programme’s medium-term budgetary strategy is to
foster macroeconomic stability and long-term sustainability of public finances by
keeping the fiscal position in surplus, thus overachieving the medium-term objective,
defined as structural balance. The general government headline surplus is expected
to decline from 2.6% of GDP in 2007 to 1.3% in 2008 and subsequently to around
and just below 1% in the outer years of the programme period. The structural
balance will decrease from 1.25% of GDP in 2007 to 0.75% in 2008 and increase
again to 1.5-1.25% of GDP beyond 2008. Estonia appears to be at low risk with
regard to the sustainability of public finances.”

Latvia — Council opinion on the updated convergence programme, 2007-2010

“The programme envisages a soft landing with real GDP growth gradually
decreasing from 10.5% in 2007 to 6.8% by 2010. For 2007, the previous programme
initially targeted a budget deficit of 1.3% of GDP, while the new update estimated a
0.3% of GDP budget surplus. The autumn forecast projected a budget surplus of
0.9% of GDP for 2007, which is very close to the provisional result of a 0.8% of GDP
fiscal surplus. The structural deficit is estimated to have decreased from 1% of GDP
in 2006 to 0.5% in 2007. The main goal of the budgetary strategy is to foster
macroeconomic stability by continuing to respect the medium-term objective of a
structural deficit of 1% of GDP — achieved since 2006 — by a growing margin over
the programme period. The structural balance is projected to improve from a deficit
of 0.5% of GDP in 2007 to a surplus of 0.5% of GDP in 2008 and by 0.5 percentage
points per year in 2009-2010. Overall, Latvia appears to be at low risk with regard to
the sustainability of public finances.”
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Czech Republic — Council Opinion on the updated convergence programme,
2007- 2010

“The convergence programme estimates GDP growth to be about 6% in 2007 and to
moderate to about 5% over the rest of the programme period. For 2007, the
Commission services’ autumn forecast and the convergence programme estimate a
general government deficit of 3.4% of GDP, which is 0.6 percentage points below the
target set in the previous update. The main goal of the budgetary strategy in the
programme is to correct the excessive deficit in 2008 and thereafter to continue
consolidation towards the achievement of the medium-term objective, which is a
structural deficit of 1% of GDP, in 2012. The general government deficit is projected
to decrease from 3.4% of GDP in 2007 to 2.9% of GDP in 2008, 2.6% of GDP in 2009
and 2.3% of GDP in 2010. The primary deficit follows a similar path, narrowing from
2.3% of GDP in 2007 to 1.1% of GDP in 2010. The Czech Republic appears to be at
high risk with regard to the sustainability of public finances.”

Malta — Council opinion on the updated stability programme, 2007-2010

“Real GDP is expected to grow by 3.5% in 2007, slow down in 2008 and accelerate
thereafter to reach 3.4% by the end of the programme period. For 2007, the general
government deficit is estimated at 1.8% of GDP in the Commission services” autumn
forecast and at 1.6% in the stability programme, against a target of 2.3% of GDP set
in the last update of the convergence programme. The main budgetary goal outlined
in the stability programme is to pursue further fiscal consolidation over the
programme period, with the overarching objective of achieving the medium-term
objective of a balanced position in structural terms by 2010. The general government
balance is planned to improve from a deficit of 1.6% of GDP in 2007 to a surplus of
0.9% of GDP by 2010. The primary surplus is expected to increase to 3.8% of GDP by
2010. The structural balance is projected to improve by 2 percentage points of GDP
in the period 2007-2010. Government gross debt, estimated to fall to around 63% of
GDP in 2007, which is still above the 60% of GDP Treaty reference value, is projected
to further decline by almost 10 percentage points over the programme period. The
debt ratio seems to be sufficiently diminishing towards the reference value over the
programme period and would fall below it in 2009. Overall, Malta appears to be at
medium risk with regard to the sustainability of public finances.”

Greece — Council opinion on the updated stability programme, 2007-2010

“Real GDP growth is expected to be sustained at about 4% on average over the
programme period. According to the programme, the general government deficit for
2007 is estimated to have rebounded to 2.7% of GDP in 2007 (from 2.5% in 2006),
compared to the target deficit of 2.2% of GDP set in the previous update. The
projected deficit outturn in the Commission services’ autumn 2007 forecast is 2.9%
of GDP, 0.25 of a percentage point higher than in the programme. The budgetary
strategy outlined in the programme aims at speeding up fiscal consolidation towards
the medium-term objective of a balanced position in structural terms, by reducing
the structural deficit by more than 0.5 percentage points of GDP per year, in line
with the invitation of Council opinion of 27 February 2007 on the previous update of
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the stability programme. The programme aims at attaining a balanced position in
nominal terms by 2010, from a deficit of 2.75% of GDP in 2007. The primary surplus
is projected to improve to 3.75% of GDP in 2010 from 1.25% in 2007. Government
gross debt, estimated at 93.4% of GDP in 2007, clearly above the 60% of GDP Treaty
reference value, is projected to decline by over 10 percentage points over the
programme period. The debt ratio seems to be sufficiently diminishing towards the
reference value over the programme period. However, it remains much higher than
the reference value of 60% throughout the update horizon. Greece appears to be at
high risk with regard to the sustainability of public finances.”

Spain — Council opinion on the updated stability programme, 2007-2010

“It is envisaged that real GDP growth will decelerate from 3.8% in 2007 to 3.1% on
average over the rest of the programme period. For 2007, the general government
surplus is estimated at 1.8% of GDP in the Commission services’ autumn 2007
forecast, against a target of 1% of GDP set in the previous update of the stability
programme. This update aims at respecting the medium-term objective, which is a
balanced position in structural terms, by a comfortable margin. The headline general
government surplus is targeted to decline from 1.8% of GDP in 2007 to 1.2% of GDP
in 2008 and to remain stable thereafter. The primary balance is planned to decline
from an estimated surplus of 3.4% of GDP in 2007 to 2.7% in 2008, remaining
broadly stable thereafter. The structural balance is projected to slightly decline from
2.25% in 2007 to 1.75% in 2008 and to increase to around 2% in 2009 and 2010.
Spain appears to be at medium risk with regard to the sustainability of public
finances.”

Slovenia — Council opinion on the updated stability programme, 2007-2010

“The programme envisages that real GDP growth will slow from 5.8% in 2007 to
4.6% in 2008 and 4.1% in 2009 before picking up to reach 4.5% by the end of the
programme period. For 2007, the general government deficit is estimated at 0.7% of
GDP in the Commission services’ autumn 2007 forecast, against a target of 1.5% of
GDP set in the 2006 programme. The main goal of the medium-term budgetary
strategy in the update is to respect the medium-term objective, which is a structural
deficit of 1% of GDP, by a growing margin over the programme period, although
some weakening is planned for 2008. The deficit is planned to widen to 0.9% of GDP
in 2008 and then to gradually close, with the largest adjustment planned in the final
year. Following a similar path, the primary surplus is projected to reach just above
1% of GDP by 2010. Overall, Slovenia appears to be at high risk with regard to the
sustainability of public finances.”

Ireland — Council opinion on the updated stability programme, 2007-2010

“Real GDP growth is expected to fall from 4.8% in 2007 to 3.5% on average over the
remainder of the programme period. For 2007, the general government surplus is
estimated at 0.5% of GDP in the December 2007 stability programme against a target
of 1.2% of GDP in the previous update and 0.9% of GDP in the Commission service’
autumn 2007 forecast. The medium-term objective, which is a balanced position in
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structural terms, was reached by a large margin in 2007. The strategy outlined in the
programme implies a weakening of the structural balance in 2008. The structural
surplus of 0.5% of GDP in 2007 is expected to turn into a deficit of around 0.5% of
GDP in 2008 and to gradually worsen in subsequent years to a deficit of 0.75% of
GDP in 2010. The headline balance is projected to fall from a surplus of 0.5% of GDP
in 2007 to a deficit around 1% over the remainder of the programme period. Overall,
Ireland appears to be at medium risk with regard to the sustainability of public
finances.”

Denmark — Council opinion on the updated convergence programme, 2007-

“The programme envisages that the Danish economy is at the peak of its business
cycle and is now facing a period of more moderate growth. Therefore, real GDP
growth is expected to slow down from 2% in 2007 to 1% on average over the rest of
the programme period. For 2007, the general government surplus is estimated at 4%
of GDP in the Commission services’ autumn 2007 forecast, against a target of 2.8%
of GDP set in the previous update of the convergence programme. The main goal of
the budgetary strategy is to maintain high, although rapidly declining, surpluses
(from 3.8% of GDP in 2007 to 3% in 2008 and further to 1.2% in 2010) against the
background of weakening cyclical conditions. The medium-term objective for the
budgetary position is revised upwards by 0.25 percentage points of GDP to a
structural surplus of between 0.75 and 1.75% of GDP. The structural balance is
foreseen to remain broadly unchanged at 3.5% in 2007-2008 and to drop to 2.5% in
2009-2010. Denmark appears to be at low risk with regard to the sustainability of
public finances.”

Lithuania — Council opinion on the updated convergence programme, 2007-

“Real GDP growth is expected to reach 9.8% in 2007 and decline relatively sharply
thereafter to 5.3% in 2008 and to 4.8% per annum on average over the rest of the
programme period. For 2007, the general government deficit is estimated at 0.9% of
GDP in the most recent update of the convergence programme, identical to the
target set in the previous update in spite of a much better-than-expected
performance in 2006. The main goal of the medium-term budgetary strategy is to
foster macroeconomic stability via a tighter fiscal policy. The programme targets a
gradual improvement of the headline general government balance from a deficit of
0.9% of GDP in 2007 to a surplus of 0.8% in 2010. The structural balance is projected
to improve from a deficit of 1.25% of GDP in 2007 to a surplus of 1% in 2010, with
the main adjustment effort back-loaded to after 2008. Lithuania appears to be at low
risk with regard to the sustainability of public finances.”

The Government’s view

16.4 The Exchequer Secretary to the Treasury (Angela Eagle) says, in familiar terms:
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“The UK has consistently stated that it supports a prudent interpretation of the
Stability and Growth Pact, which takes into account the economic cycle,
sustainability and the important role of public investment. The UK agrees with the
Council Opinions in these fourteen cases.”

Conclusion

16.5 These documents, which we clear, show the working of the Stability and Growth
Pact in relation to the stability and convergence programmes of Member States. And
the documents and the Minister’s summaries also give a useful summary overview of
the public finances of these 14 Member States in the context of their overall economies
and implicitly of the Community’s economy as a whole.

17 Cooperation between special intervention units

(28990) Draft Council Decision on the improvement of cooperation
13534/07 between the special intervention units of the Member States in
— crisis situations

Legal base Articles 30, 32 and 34(2)(c) EU; consultation;
unanimity

Department Home Office

Basis of consideration Minister’s letter of 1 April 2008

Previous Committee Report HC 16-ii (2007-08), chapter 7 (14 November 2007),
HC 16-xii (2007-08), chapter 3 (20 February 2008)

To be discussed in Council 17-18 April 2008

Committee’s assessment Politically important

Committee’s decision Cleared

Previous scrutiny of the draft Decision

17.1 The draft Decision sets out rules which would apply if a Member State wished to ask
one or more others for the assistance of their “special intervention” units in a “crisis
situation”. “Special intervention unit” means any law enforcement unit which is specialised
in the control of crisis situations. “Crisis situations” means any situation where a Member
State reasonably believes that there is a criminal offence presenting a serious direct physical
threat to persons, goods, infrastructure or institutions. A State which was asked for
assistance would be under no obligation to agree to the request. If it did agree, it would be
reimbursed in full by the requesting State for the cost of the assistance (equipment,
expertise or action by officers of the requested State in the territory of the requesting State).

17.2 When we considered the draft Decision last November, the Parliamentary Under-
Secretary of State at the Home Office (Meg Hillier) told us that UK law would need to be
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amended before the UK could request assistance under the proposed Decision. The
Government had no plans for such legislation and did not contemplate requesting
assistance. But the Government supported the proposal because of its benefits for Member
States with limited capacity to deal with a crisis.*®

17.3 When we resumed consideration of the draft Decision in February, we decided to
keep the document under scrutiny pending the European Parliament’s first reading of the
proposal.*

The Minister’s letter of 1 April 2008

17.4 The Minister’s letter tells us that the European Parliament proposed 13 amendments
when it gave the draft Decision a first reading. She encloses with her letter a table showing
the original text, the amendments proposed by the European Parliament and a note saying
whether the amendments are or are not considered acceptable by the Council working
group and a committee of senior officials from the Member States. Almost all the
amendments were regarded as being acceptable, subject to minor drafting changes.

17.5 The Minister assures us that, in her view, the amendments proposed by the European
Parliament do not change the substance of the draft decision.

Conclusion

17.6 We are particularly grateful to the Minister for the table enclosed with her letter. It
enabled us to understand easily why she considers that the amendments proposed by
the European Parliament do not change the substance of the proposal. We have no
further questions to put to the Minister and we are now content to clear the draft
Decision from scrutiny.

46 See HC 16-ii (2007-08), chapter 7 (14 November 2007).
47 See HC 16-xii (2007-08), chapter 3 (20 February 2008).
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18 The European Police Office (EUROPOL)

(29547) Revised draft of a Council Decision establishing the European
6427/08 Police Office

Legal base Articles 30(1)(b), 30(2) and 34(2)(c) EU; consultation;

unanimity

Department Home Office

Basis of consideration Minister’s letter of 27 March 2008

Previous Committee Report HC 16-xvi (2007-08), chapter 1 (19 March 2008)

To be discussed in Council 17 April 2008

Committee’s assessment Politically important

Committee’s decision Cleared; previous recommendation for debate in

European Committee rescinded

Previous scrutiny

18.1 EUROPOL (the European Police Office) was set up by the EUROPOL Convention
1995 to provide Member States’ law enforcement agencies with criminal intelligence to
help them prevent and detect serious cross-border organised crime. At present,
EUROPOL’s remit can be amended only by a Protocol to the Convention. The Protocols
do not come into effect until they have been ratified by all Member States. This causes long
delays. In December 2006, the Commission proposed that the Convention should be
replaced by a draft Council Decision.

18.2 In February, April and May 2007, we reported our concerns about the first draft of the
Decision.*®

18.3 On 16 January 2008, the Minister of State at the Home Office (Mr Tony McNulty)
gave us oral evidence about, among other things, the progress of the negotiations on the
proposal.* In the report we published following his evidence,® we noted our agreement
with the Minister that the key issues that remained to be settled were:

e Whether EUROPOL officials working in a joint investigation team should be
immune from prosecution.

e The proposal to apply the EC Staff Regulations to EUROPOL (As drafted
originally, the Commission’s proposal for the application of the Staft Regulations
would have prevented the secondment of law enforcement staff from Member
States to EUROPOL. About 180 posts (“bold posts™) are filled by seconded officers.
The secondments are important. EUROPOL needs the skills and experience of

48 (28237) 5055/07: see HC 41-ix (2006-07), chapter 6 (7 February 2007), HC 41-xvii (2006-07), chapter 5 (18 April 2007)
and HC 41-xxi (2006-07), chapter 4 (9 May 2007).

49 See HC 247-i (25 February 2008).
50 See HC 16—xii (2007-08), chapter 3 (20 February 2008).
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serving officers; and the individual officers benefit from the lessons learned during
secondments).

e  The funding of EUROPOL. The Commission proposes that EUROPOL should be
funded from the EU budget and not (as now) from contributions from each
Member State. The Government was not opposed to the proposal, in principle, but
wanted to know whether it would increase the cost of EUROPOL.

18.4 When the Minister wrote to us on 28 February, he told us that:

e inresponse to the Government’s representations, the Commission had agreed that
Europol officials would not be immune from prosecution when taking part in a
joint investigation team;

e an arrangement had now been agreed which would allow the bold posts to
continue to be filled by seconded staff; and

o it was beginning to look as if the change of funding would slightly increase the cost
of EUROPOL.

18.50n 19 March, we considered the latest draft of the Decision. It includes the
amendments agreed so far. The Minister told us that the Government was content with the
outcome of the negotiations. He said that funding was the only issue which remained to be
settled before final agreement could be reached on the draft Decision.

18.6 It appeared to us that the negotiations had succeeded in producing a better text of the
draft Decision. It also appeared to us that satisfactory solutions have been found on
immunities and secondments. But, because of the importance of the funding issue, we
recommended the draft Decision for debate in European Committee B.*!

The Minister’s letter of 27 March 2008

18.7 In his letter of 27 March, the Minister tells us that, from the additional information
the Commission has provided, it would appear that the effect of applying the EC Staff
Regulations to EUROPOL — a necessary condition for funding from the EU budget —
would result in an increase of about 4.9% (€1.7 million) a year in the staff costs of
EUROPOL. He adds that this might be reduced, over time, by action by the Management
Board to drive down costs. Moreover:

“The introduction of the EC Staftf Regulation will be warmly welcomed by
EUROPOL staft since it offers improved opportunity for permanent contracts, a
bone of contention with the current regime. Such an opportunity is likely to reduce
staff churn, with the consequential associated costs, will improve staff morale, and is
likely to make EUROPOL a more attractive organisation to work for.”

18.8 The effect on pension costs has also been examined. In the Commission’s view, it is
very difficult to make meaningful comparisons between the EC pension scheme and the
EUROPOL scheme because of the number of variables and unknown factors. However, a

51 See HC 16—xvi (2007-08), chapter 1 (19 March 2008).
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key difference between the EUROPOL pension scheme and the EC pension scheme is that
the former is a fund built up from contributions by the employer and employees, whereas
the EC scheme is not funded: pensions are paid from the EC budget. The Minister says:

“While extremely difficult to quantify it is clear that the overall costs of the EC
pension scheme would be considerably higher than the Europol scheme.”

One of the main reasons for this is that EC scheme pensions are index-linked, whereas
EUROPOL scheme pensions are not. Moreover, the EC scheme offers better survivors’
pensions. The Minister says that the EC scheme would offer EUROPOL staff a much better
deal, would improve staff morale and would be likely to improve the recruitment and
retention of staff.

18.9 The Minister goes on to comment on the effect on the UK’s financial contribution if
the Staff Regulations were applied. The UK’s payment direct to EUROPOL is about €9.1
million a year. But if EUROPOL were funded from the EU budget, abatement would
apply.” As a result, while the total cost of EUROPOL would be greater, the UK’s
contribution would be substantially less.

18.10 In conclusion, the Minister says that:
“the Government believes it has got as much as it is likely to get out of the
negotiation as a whole. We believe we have got a good overall deal.”

Conclusion

18.11 We are grateful to the Minister for his helpful explanation. There appears to us to
be the following five key considerations:

o It is very difficult to estimate the effect on EUROPOL’s costs of the proposed
switch to funding from the EU budget.

o It is likely, however, that the staff costs of EUROPOL would increase by about
4.9% (€1.7 million) a year.

o Itisalso likely that the pension costs would be greater.
e But, because of abatement, the UK’s financial contribution would be less.

e The recruitment, motivation and retention of EUROPOL’s staff would
probably be improved by more generous conditions of employment.

18.12 In these circumstances, we can understand why the Minister considers that the
UK has achieved as much as it is likely to get out of the negotiations. It would be
preferable if the move to EU funding did not lead to any increase in costs. But the
increase is likely to be small in total and the UK’s financial contribution is expected to
be less than it is now. For these reasons, we have decided to clear the draft Decision

52 The UK’s payment to the EU budget is abated to provide the UK rebate.
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from scrutiny and to rescind our recommendation for the measure to be debated in the
European Committee.

19 Maintenance Obligations

(27199) Draft Regulation on jurisdiction, applicable law, recognition and
5199/06 enforcement of decisions and co—operation in matters relating to
+ ADD1 maintenance obligations

COM(05) 649

Legal base Articles 61(c) and 67(2) EC; consultation; unanimity

Department Ministry of Justice

Basis of consideration Minister’s letter of 8 March 2008

Previous Committee Report HC 34-xix (2005-06), chapter 3 (15 February 2006),
HC 34-xxxii (2005-06), chapter 9 (21 June 2006)

To be discussed in Council Not applicable

Committee’s assessment Legally and politically important

Committee’s decision Cleared (decision reported on 21 June 2006)

Background

19.1 The recognition and enforcement of decisions imposing maintenance obligations
between EC Member States is a matter which has been addressed in Council Regulation
(EC) No. 44/2001 on jurisdiction and the recognition of judgments in civil and commercial
matters. It is referred to by the Commission and others as the “Brussels I” Regulation, no
doubt because it converts into the form of a Community Regulation the provisions of the
1968 Brussels Convention on jurisdiction and the recognition and enforcement of
judgments in civil and commercial matters.

19.2 The recognition and enforcement of maintenance decisions has likewise long been the
subject of international conventions, notably those elaborated by the Hague Conference on
Private International Law. Broadly two thirds of the Member States are party to the 1973
Hague Convention Concerning Recognition and Enforcement relating to Maintenance
Decisions. As this Convention pre-dates Council Regulation (EC) No. 44/2001, it is the
conditions of the 1973 Hague Convention which continue to govern the recognition and
enforcement of maintenance decisions between those Member States which are also party
to that Convention. Most European States have also ratified the 1956 New York
Convention on the recovery abroad of maintenance. Within the Hague Conference on
Private International Law, discussions have been under way since 2003 for a new general
convention on maintenance obligations. Three meetings of a Special Commission have
taken place, with a fourth scheduled for June 2006, followed by a Diplomatic Conference in
2007 for the adoption of a convention.
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The proposed Regulation

19.3 Notwithstanding the current work in the Hague Conference, the Commission
considers that action is still necessary at Community level, and refers to the 2005 Hague
Action Plan, which refers to “the adoption of proposals on maintenance obligations”. The
Commission refers to the negotiations in the Hague as well as Community work as not
being “contradictory, but consistent and complementary”. The Commission notes that the
Hague Conference “represents for the Community an international forum for the
development of a policy of cooperation in the area of civil justice with the world at large”
and that the discussion forum that it provides “is an inestimable source of inspiration for
the work being undertaken in the Community”. The Commission adds that “it is not
excluded that in certain specific matters the negotiations in the Hague could produce
results which might prove transposable within the European Union”.

19.4 The Commission notes that its proposal relates to family law, and must therefore be
adopted by unanimity in accordance with Article 67(2) EC. It recalls that it has
recommended to the Council that it adopt a decision transferring maintenance obligations
to co-decision procedure.

19.5 The material provisions in the proposed Regulation may be summarised as follows.
Articles 1 and 2 define the scope of the proposal as applying to maintenance obligations
arising from family relationships or “relationships deemed by the law applicable to such
relationships as having comparable effects”, and provide for definitions. Rules of
jurisdiction are prescribed in Articles 3 to 11. The principal rule of jurisdiction is contained
in Article 3 which provides for the jurisdiction of the court for the place where the
defendant or creditor is habitually resident. In addition, the court having jurisdiction to
determine the status of a person is also to have jurisdiction (unless this is based solely on
the nationality of the person concerned) as well as the court having jurisdiction to entertain
proceedings relating to parental responsibility under Regulation (EC) No. 2201/2003 if the
matter relating to maintenance is ancillary to those proceedings. Article 4 provides for
agreements on the choice of court in relation to maintenance disputes, except in the case of
maintenance for a child below the age of 18. Article 5 provides for jurisdiction based on the
appearance before the court of the defendant, but this rule does not apply where the
appearance is made solely to contest the jurisdiction or where another court has exclusive
jurisdiction by virtue of Article 4. Where no court has jurisdiction by virtue of Articles 3 to
5, Article 6 provides for jurisdiction to be asserted by the courts of the Member State of
nationality of both creditor and debtor, or the courts for the place of their last common
habitual residence. Articles 7 to 11 set out rules, similar to those in Regulation (EC) No.
44/2001 concerning concurrent proceedings, related actions, the time when a court is first
seized and jurisdiction to order provisional or protective measures.

19.6 Articles 12 to 21 provide a series of rules to determine applicable law. Article 13
provides a general rule that the maintenance obligation is to be governed by the law of the
country of habitual residence of the creditor. This rule is displaced by the law of the court
addressed (lex fori) where, by virtue of the law applied under Article 13(1) the creditor is
unable to obtain maintenance, or where the creditor so requests and this law is the law of
the place where the debtor is habitually resident. The above rules may be displaced if, by
virtue of the laws designated by those rules, the creditor is unable to obtain maintenance
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and it appears from the circumstances as a whole that maintenance obligation has a close
connection with another country.

19.7 Article 14 provides that the parties may agree, at the time the court is seized, to
designate the law of the forum. The parties may also agree at any time on a choice of law
(except in the case of a maintenance obligation of child under the age of 18 or of a
vulnerable adult) provided that they choose the law of their common nationality, or of
their habitual residence, or the law applicable to their property relations when married or
in a similar relationship. Article 18 makes the choice of law rules “universal”, so that the
rules apply whether or not the law applied is the law of a Member State or of a third
country. Article 21 provides that where a State has more than one legal system (such as is
the case with the United Kingdom) each legal district of that State is to be treated as a
country for the purpose of the choice of law rules.

19.8 Articles 22 to 24 set out common procedural rules, similar to those in Regulation No.
44/2001 on service of documents, examination as to jurisdiction and non-appearance of
the defendant. Articles 25 to 38 concern enforceability and enforcement, these rules being
again similar to those in Regulation No. 44/2001. Articles 39 to 47 provide for the
designation by the Member States of central authorities and for cooperation between them
in transmitting information and providing information to debtors.

19.9 The final provisions (Articles 48 to 53) provide for the Regulation to replace
Regulation No. 44/2001 and also for the Regulation to take precedence, in relations
between Member States, over conventions and treaties to which the Member States are
parties.

19.10 When we last considered this proposal we expressed support for the Government’s
decision not to opt into the proposal, and cleared the document from scrutiny. We also
asked the Minister to keep us informed of any future developments including, in particular,
any future change in the Government’s approach.

The Government’s view

19.11 In her letter of 18 March 2008, the Parliamentary Under-Secretary of State at the
Ministry of Justice (Bridget Prentice) updates the Committee as follows:

“I am writing to provide an update on negotiations on the above dossier. You are
aware that the Government decided not to opt into this proposal under our Title IV
Protocol but we indicated at the time that we would continue to play an active part in
negotiations hoping that our concerns could be resolved so that we might seek to
adopt the regulation at its conclusion. I undertook to provide your Committee with
updates on progress in the negotiations and take this opportunity to inform you of
the latest position.

“Progress on the EU proposal has been relatively slow, largely because the work has
been overshadowed by concurrent negotiations on the same topic in the Hague
Conference. This was sensible, since it is obviously important that the EU proposal
complements the wider international Convention. The negotiations on the proposed
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Hague Convention have now concluded, very successfully for the UK, and work on
the EU proposal can now better attempt to build from that basis.

“A new text of the proposal has been circulated by the Slovene Presidency which
attempts to incorporate the agreements reached in the Hague where possible. There
have been initial discussions at official level on this text, a copy is at Annex A. Of
particular interest for the UK is that the issue of the applicable law rules has been
flagged as one area where the Hague Convention needs to be reflected. The Hague
approached this issue with an optional associated Protocol which would allow those
contracting States which want to use those rules to do so, whilst allowing those that
do not, not to have to but still be able to participate in the rest of the Convention.
You will recall that the inclusion of the applicable law rules within the body of the EU
proposal was a key reason why the UK chose not to opt in to the EU proposal.

“The EU Council Secretariat has suggested four options for how this might now be
approached in the EU text. The four options are:

(a) Incorporation of the rules on applicable law in the Regulation and
acceptance of the Hague Protocol;

(b) a Regulation without applicable law rules with an additional Regulation on
applicable law and the Hague Protocol;

(c) a Regulation without applicable law rules and accession to the Hague
Protocol by the EU; and

(d) a Regulation without applicable law rules and accession to the Hague
Protocol by individual Member States.

“The first of these options would retain the applicable law rules within the text and as
such does not seem to take us further forward in terms of the UK position in seeking
the removal of those rules. Each of the other three options would, however, remove
those rules so that potentially they need not apply to the UK but would allow the UK
to participate in the rest of the provisions in the proposal so each of these may be
acceptable to the UK. Each seems to raise different issues about the way that is done
and it is likely that other Member States will favour different options, including the
first option. We are currently considering these options to assess which might be
preferred. On the face of it our initial view is that option (b) seems to offer the neatest
solution to the UK position in this regard. It is not clear at this stage which options
will be supported by other Member States since there has been only the briefest
exchange of initial views at official level. It is clear some Member States will favour
option (a). We are currently considering the options to inform our position and I
would be happy to write with a further update once the position on this is clearer.
We will also need to reach a position on how this might affect our overall position on
the proposal in due course, and will want to consult with you and others in that
process. Meanwhile I hope this update is helpful and I should, of course, be grateful
for any observations the Committee wishes to make.”
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Conclusion

19.12 We thank the Minister for her comprehensive update of the latest Presidency text.
We ask the Minister to indicate what, if any changes to the text are still needed for UK
participation and under what conditions in general the Government would be prepared
to reconsider its original decision not to opt into the proposal. If there is a realistic
chance of UK participation, we ask the Minister formally to deposit the Presidency text
and to provide further comments on its contents where these differ from those of the
original proposal.
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20 Recognition and enforcement of judgments given in

absentia
(a)
(29358) Draft Council Framework Decision on the enforcement of judgments
5213/08 in absentia
+ COR 1
(b)
(29566) Draft Council Framework Decision on the enforcement of judgments
7279/08 in absentia
Legal base Articles 31(a) and 34(2)(b) EU; consultation;
unanimity
Department Office for Criminal Justice Reform
Basis of consideration EM of 26 March 2008

Previous Committee Report

To be discussed in Council
Committee’s assessment
Committee’s decision

Background

(a) HC 16 — xvii (2007-08), chapter 5 (26 March
2008), HC 16-xii (2007-08), chapter 5 (20 February
2008); and see (22876) 13425/01: HC 152-viii (2001—
02), chapter 1 (28 November 2001), HC 152—xvii
(2001-02) (30 January 2002); (24754) 11447/03: HC
63-xxxiv (2002-03), chapter 8 (22 October 2003);
(24350) 7231/03: HC 42-ix (2003-04), chapter 37 (4
February 2004); (24921) 13052/03: HC 63-xxxvii
(2002-03), chapter 8 (12 November 2003); (25335)
5738/04, (25540) 8225/04: HC 42-xxi (2003-04),
chapter 6 (26 May 2004); (25667) 9465/04: HC 42-xxi
(2003-04), chapter 6 (26 May 2004), HC 42-xxvi
(2003-04), chapter 7 (7 July 2004)

(b) None

Justice and Home Affairs Council 18 April 2008
Legally and politically important

Both documents cleared

20.1 We considered an earlier version of this draft Framework Decision (document (a)) on
20 February and 26 March when we noted that it amended a number of Framework
Decisions providing for the recognition and enforcement of decisions in criminal matters
(namely the European Arrest Warrant (Framework Decision 2002/584/JHA), Framework
Decision 2005/214/JHA on the application of the principle of mutual recognition to
financial penalties, Framework Decision 2006/783/JHA on the application of the principle
of mutual recognition to confiscation orders and the draft Framework Decision on the
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application of the principle of mutual recognition to judgments in criminal matters
imposing custodial sentences or measures involving deprivation of liberty) .

20.2 In our view, the amendments went some way towards addressing the inadequacies of
these Framework Decisions identified by us and our predecessors in cases where a person
has been tried or otherwise dealt with in his absence and where the resulting decision is
enforced in another Member State. We therefore welcomed the proposal, but noted some
inconsistencies between the draft Framework Decision and the forms of certificate which
would be presented in other Member States for enforcement. In particular, these were not
consistent on the question of whether personal service was required.

20.3 The Attorney General agreed with us that personal service should be a standard
requirement for warning the defendant of proceedings against him. The Attorney General
added that there was some doubt over the meaning of the phrase “summoned in person”
which in the UK generally conveyed the idea of direct oral information, but was interpreted
differently by most Member States which saw this concept as including written
information. The Attorney General adds that the Government had nothing against giving
effect to obligations following a trial in absentia where the person had been informed of the
hearing in writing, so long as this notification could be shown to have been received by that
person. The Attorney General also agreed with us that there were inconsistencies in the
wording between the text of the draft Framework Decision and the forms of certificate but
informed us that it was expected that these points would be addressed in later versions.

The revised draft Framework Decision

20.4 The revised draft Framework Decision (document (b)) is a new draft submitted by
Slovenia, France, the Czech Republic, Sweden, Germany and the United Kingdom. The
new draft makes a number of changes to the proposal, which may be summarised as
follows.

20.5 A new fourth recital has been added to make clear that the proposal is intended to
define the common grounds on which a decision may be enforced despite the absence of
the defendant at the trial, but that it is not intended to regulate procedural rules within the
Member States, these being a matter for national law. The recital also states that by
completing the relevant section of the arrest warrant (or the certificate in the case of the
other Framework Decisions) the issuing authority gives an assurance that procedural
requirements have been or will be met in the issuing State.

20.6 A new seventh recital refers to the fact that the date fixed for trial may in practice
include several dates, such as the case where a defendant is notified that his trial may
commence in a particular week.

20.7 Article 2 of the proposal has been amended in two respects. First, the definition of
“decision rendered in absentia” in Article 2(1) has now been deleted. In place of the
definition, the proposal will refer to trials at which the defendant did not appear personally.
Secondly, the proposal amends the grounds on which Member States may refuse to execute
a European Arrest Warrant (EAW). It provides that execution of an EAW may be refused
in a case where the defendant did not appear personally in the trial, unless the EAW states
that one of four cases applies. The first is that, in accordance with further procedural
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requirements defined in national law,” the defendant was summoned in person or received
by other means an “official information” of date and place of trial in due time so as to allow
him to participate in the trial and effectively to exercise his rights of defence. The second is
that the defendant, being aware of the scheduled trial, had appointed a legal representative
(“given a mandate to a legal counsellor”) and was represented by this person at the trial.
The third case is where the defendant has been served with the decision and, having been
expressly informed about the right to a retrial and to be present at that retrial, expressly
stated that he did not contest the decision or did not request a retrial within the relevant
period. The fourth case is where the defendant was not personally served with the decision
but will be personally served without delay after his extradition and will be expressly
informed about the right to retrial and to be present at that retrial, and will have the right
to request a retrial.

20.8 Corresponding changes have been made to Articles 3 to 5 concerning the Framework
Decisions other than the EAW. The provision (in the former Article 3(2)), which made
specific provision for the case where the defendant expressly stated to a competent
authority that he did not contest the decision given in his absence, has now been deleted.

The Government’s view

20.9 In her Explanatory Memorandum of 26 March 2008 the Attorney General (Baroness
Scotland of Asthal) describes the changes which have been made to the proposal in the
latest version.

20.10 The Attorney General explains that the new fourth recital makes it clear that the
procedural requirements to achieve the results specified are a matter for national law and
provides that the assurance by the issuing authority that these have been met should be
sufficient for the purposes of the mutual recognition and enforcement of decisions. As for
the seventh recital (which envisages a range of dates for the trial) the Attorney General
explains that this provision deals with a situation which arises in Crown Court cases in
England and Wales where, in order to make best use of court time, a defendant will be
informed of a ‘window’ of dates during which his trial will commence, with the exact date
being given later. The Attorney General comments that the Government believes that a
person who is informed that his trial will begin in the week beginning 7 April should be
treated in the same way as a person who is told his trial begins on a particular day of that
week, adding that in both cases the person would lose his right to a retrial if he were to
abscond during that period, and that this would be consistent with the ECHR.

20.11 The Attorney General explains that the definition of a “decision rendered in
absentia” has been deleted because it conflicted with some national definitions. The
Government agrees with the Presidency’s proposal that it would be preferable to refer to
the fact that the defendant was not present at the trial.

20.12 In relation to Article 2(2) (grounds for refusing to enforce an EAW), the Attorney
General explains that the changes make it clear that, although a written summons is
permissible, it must actually have been received by the person summoned. A new provision

53 The proposal does not state which system of law is in question, but we assume it will be the procedural law of the
issuing State.
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has been added to deal with the case where a person has been informed of the trial and has
chosen to be legally represented at the trial. The Attorney General further explains that the
proposal no longer contains provisions fixing the period within which service is to be
effected or a retrial requested, because these could not be agreed.

20.13 The Attorney General also explains that the reference in Article 3(2) to the case
where a defendant expressly indicates to a competent authority that he does not contest the
case has been removed, because its purpose was not clear and its meaning differed in the
various language versions of the proposal. The Attorney General adds that the UK agreed
that the provision was “unhelpfully vague” and comments that its deletion does not cause a
problem for the UK since guilty pleas by letter, following a written summons, are already
clearly covered, as are fixed penalty procedures.

20.14 Finally, the Attorney General informs us that the proposal has been placed on the
agenda for the Justice and Home Affairs Council on 18 April for general agreement.
Conclusion

20.15 We are grateful for this further explanation from the Attorney General, some of
which was foreshadowed in her recent letter to us which we considered on 26 March.

20.16 As we have previously reported, we welcome this proposal and find that the latest
changes to it are improvements. We are therefore content to clear the documents form
scrutiny.
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21 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

(29499) Draft Council Regulation establishing common rules for exports.
6912/08 (Codified version).

+COR 1

COM(08) 89

(29508) Commission Communication on the Competitiveness of the Metals
7146/08 Industries - A contribution to the EU's Growth and Jobs Strategy.

+ ADD 1

COM(08) 108

(29569)
7088/08
COM(08) 148

Draft Council Regulation imposing a definitive anti-dumping duty on
imports of certain compressors originating in the People’s Republic of
China.

Department for Environment, Food and Rural Affairs

(29546) Amended Draft Regulation concerning the placing of plant
7538/08 protection products on the market.

CcOM(08) 93

(29559) Draft Council Regulation providing for the adaptation of cod fishing
7580/08 guotas to be allocated to Poland in the Baltic Sea (Subdivisions 25- 32,
COM(08) 88 EC Waters) from 2008 to 2011.

Foreign and Commonwealth Office

(29568) Council Decision concerning the conclusion of the Agreement

5472/08 between the European Union and the Central African Republic on

— the status of the European Union-led forces in the Central African
Republic.

(29571) Council Common Position extending Common Position

— 2004/276/CFSP on restrictive measures against certain officials of
— Belarus.
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Forestry Commission

(29509) Commission Communication on innovative and sustainable
7154/08 forest-based industries in the EU — A contribution to the EU's
+ ADD 1 Growth and Jobs Strategy.

COM(08) 113

Department for Transport

(29557) Commission Communication concerning the progress of exploratory
6942/08 talks regarding cooperation in the field of transport with the
COM(08) 125 neighbouring countries.
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Formal minutes

Wednesday 3 April 2008
Members present:

Michael Connarty, in the Chair

Mr Adrian Bailey Mr David Heathcoat-Amory
Mr David S Borrow Keith Hill

Mr William Cash Kelvin Hopkins

Mr James Clappison Mr Lindsay Hoyle

Ms Katy Clark Mr Bob Laxton

Jim Dobbin Angus Robertson

Mr Greg Hands Mr Anthony Steen

%

2. The Committee met in public for the scrutiny of documents

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 3.8 read and agreed to.

Paragraph 3.9 read.

Amendment proposed, in line 3, at end add “we also note that the commission is
required to produce full cost-benefit statements for new proposals if they affect business
costs. No such statement has been prepared and the document will remain uncleared
until a satisfactory submission has been provided.” — (Mr David Heathcoat-Amory.)

Question put, That the Amendment be made.

The Committee divided.
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Ayes, 5 Noes, 7
Mr William Cash Mr Adrian Bailey
Mr James Clappison Mr David S Borrow
Mr Greg Hands Ms Katy Clark
Mr David Heathcoat-Amory Jim Dobbin
Angus Robertson Keith Hill
Mr Lindsay Hoyle
Mr Bob Laxton
Paragraph agreed to.

Paragraphs 3.10 to 8.8 read and agreed to.
Paragraph 8.9 read, amended and agreed to.
Paragraphs 9.1 to 21 read and agreed to.

Resolved, That the Report, as amended, be the Twentieth Report of the Committee to
the House.

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

[Adjourned till Wednesday 23 April at 2.30 p.m.
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Standing order and membership

The European Scrutiny Committee is appointed under Standing Order No.143 to examine European Union
documents and—

a) to report its opinion on the legal and political importance of each such document and, where it considers
appropriate, to report also on the reasons for its opinion and on any matters of principle, policy or law which
may be affected;

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

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

The expression “European Union document” covers —

i)  any proposal under the Community Treaties for legislation by the Council or the Council acting jointly with
the European Parliament;

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

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

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

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

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

The Committee’s powers are set out in Standing Order No. 143.

The scrutiny reserve resolution, passed by the House, provides that Ministers should not give agreement to EU
proposals which have not been cleared by the European Scrutiny Committee, or on which, when they have been
recommended by the Committee for debate, the House has not yet agreed a resolution. The scrutiny reserve
resolution is printed with the House’s Standing Orders, which are available at www.parliament.uk.

Current membership

Michael Connarty MP (Labour, Linlithgow and East Falkirk) (Chairman)
Mr Adrian Bailey MP (Labour/Co-op, West Bromwich West)
Mr David S. Borrow MP (Labour, South Ribble)

Mr William Cash MP (Conservative, Stone)

Mr James Clappison MP (Conservative, Hertsmere)

Ms Katy Clark MP (Labour, North Ayrshire and Arran)

Jim Dobbin MP (Labour, Heywood and Middleton)

Mr Greg Hands MP (Conservative, Hammersmith and Fulham)
Mr David Heathcoat-Amory MP (Conservative, Wells)

Keith Hill MP (Labour, Streatham)

Kelvin Hopkins MP (Labour, Luton North)

Mr Lindsay Hoyle MP (Labour, Chorley)

Mr Bob Laxton MP (Labour, Derby North)

Angus Robertson MP (SNP, Moray)

Mr Anthony Steen MP (Conservative, Totnes)

Richard Younger-Ross MP (Liberal Democrat, Teignbridge)
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