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1 Economic Partnership Agreements

(29043) Commission Communication: Economic Partnership Agreements
14498/07
COM(07) 635

Legal base —

Document originated 23 October 2007

Deposited in Parliament 29 October 2007

Departments Business, Enterprise and Regulatory Reform and
International Development

Basis of consideration EM of 29 October 2007

Previous Committee Report None

To be discussed in Council 19-20 November General Affairs and External
Relations Council

Committee’s assessment Politically important

Committee’s decision For debate in the European Standing Committee

Background

1.1 The Cotonou Agreement is a treaty between the European Union and the group of
African, Caribbean and Pacific states (ACP countries). It was signed in June 2000 in
Cotonou, the capital of Benin, by 79 ACP countries and the then fifteen Member States of
the European Union. It entered into force in 2002, was revised in 2005, and is the latest
agreement in the history of ACP-EU Development Cooperation.

1.2 On 27 September 2002, the European Union and the ACP countries officially opened
negotiations on Economic Partnership Agreements (EPAs). These negotiations, which are
set to take place over 5 years, are aimed at redefining the trade regime between the two
groups of countries, thereby replacing the longstanding Lomé system of preferential access
to the European market for the ACP from 2008.

1.3 The EPAs are intended to be in conformity with WTO rules, i.e. satisfy GATT Article
XXIV and GATS Article V. WTO conformity requires that barriers to trade be dismantled
on both sides, introducing an element of reciprocity into trade relations between the EU
and the ACP states for the first time. This has given rise to concern that extensive opening
of the markets in these countries to the EU could create strong adjustment pressures, while
European suppliers would be only marginally affected by free market access for ACP
products.

The Commission Communication

1.4 In its introduction, the Commission says that the objectives of the EPAs are to establish
new WTO-compatible trade arrangements before the current trade arrangements expire
on 31 December 2007 and to support ACP regional integration and foster the smooth and
gradual integration of the ACP states into the world economy, particularly by helping
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create larger ACP regional markets, thereby contributing to sustainable development and
poverty reduction.

1.5 This is reflected, the Commission says, in the negotiating directives adopted by the
Council when authorising the Commission to open negotiations, “which foresee the
Commission negotiating full EPAs with ACP regions”, containing “provisions in trade-
related areas, trade-related rules and trade in services” and including “appropriate links to
development co-operation”.

1.6 The Commission says it believes that such full agreements “are essential to meet the
ultimate objective of ACP-EU economic and trade cooperation which, as expressed in
Article 34(2) of the Cotonou Agreement, is to enable the ACP States to play a full part in
international trade”. The Commission says that its primary objective is, therefore, “to
secure full regional EPAs within the deadline set by the expiry of the current trade
arrangements”. It believes that “this is achievable in some regions”, whereas “for the other
regions, this Communication sets out the approach to ensuring progress to full regional
EPAs is maintained while avoiding, in so far as possible, any interruption to the trade
regime for goods originating in the ACP countries.”

1.7 The Communication is helpfully summarised, and commented upon, in his 29 October
2007 Explanatory Memorandum by the Parliamentary Under-Secretary of State at the
Department of Business, Enterprise and Regulatory Reform and Department for
International Development (Mr Gareth Thomas). He notes that the EPA negotiations must
be concluded by the end of 2007 when the current trade regime, Cotonou, and the 2001
WTO waiver expires. The Minister notes that the Commission acknowledges that not all of
the six ACP negotiating regions are likely to conclude a full EPA, as described above, by the
set deadline and that pursuit by the Commission of “basic trade in goods agreements,
providing for WTO compatibility and leaving negotiations on other areas until next year
... indicates a change in strategy from the Commission who is aiming to minimise trade
disruption to ACP countries.” However, he notes that the Communication “makes clear
the Commission’s intent to ultimately conclude full EPAs with the ACP”, and continues as
follows:

“The communication also signals the intention of the Commission to conclude
agreements with sub-regions who are prepared to table a market access offer where
the region as a whole is not. It also states that any such sub-regional agreement will
be considered as a stepping stone towards a full EPA and that the EPA will be open
to all the countries of the region to join when they are ready.

“The communication highlights the EU’s market access offer made to the ACP in
April 2007 of duty free, quota free access into the EU for goods under an EPA. It also
states that the EU will allow asymmetry between ACP and EU market opening and
transition periods for ACP liberalisation. For those countries or regions which have
not concluded negotiations on trade in goods the Community will apply the goods
trade regime set out in the Generalised System of Preferences (GSP), for goods
entering the EU from developing countries. GSP tariffs are higher on some goods
than Cotonou was and than the EU offer for EPAs. Least Developed Countries which
have not concluded negotiations on goods will continue to benefit from duty free
quota free access into the EU for goods under the Everything but Arms (EBA)
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scheme. For countries which do not conclude an agreement on trade in goods under
the EPA and are then subject to either GSP or EBA, the communication states that
the door will remain open to them to conclude a trade in goods agreement, when
they will benefit from the EUs offer of duty free quota free access.

“The communication reaffirms the intention of the Commission to relax and
simplify Rules of Origin with EPAs and that new EPA Rules of Origin will be
reviewed after a period of time to take account of the development needs of the ACP
and to streamline EPA Rules of Origin with the general reform of EU Rules of
Origin.

“The communication addresses concern about the impact of EPA negotiations on
the Doha Development Agenda and states that EPAs should strengthen this process
by respecting WTO rules and bringing the ACP fully into the multilateral trading
system.

“The communication also commits to ensuring that the cost of creation of regional
markets and accompanying measures is supported through development
cooperation and that available funds will be aimed primarily at supporting EPA-
related needs and the adjustment costs the ACP will incur through trade
liberalisation. The Commission will also work to ensure that Aid for Trade
commitments are delivered with specific attention given to the ACP.”

Legal and Procedural Matters

1.8 The Minister explains that Council Conclusions on this document will be agreed at the
General Affairs and External Relations Council on 19-20 November, and continues as
follows:

“The Commission will then produce a regulation allowing countries and regions
which have concluded negotiations on trade in goods to duty free quota free access
into the EU. We expect the regulation, in the form of a trade in goods agreement, to
be based upon Article 133 of the EC Treaty and therefore be subject to the
[Qualified] Majority Voting (QMYV) procedure. Voting on the regulation is likely to
take place at the General Affairs and External Relations Council on 10-11 December.

“However, if the texts of the agreements go beyond trade in goods to include wider
issues such as services and investment, the QMV procedure may be affected. These
other areas could subject the regulation to a unanimous vote. Legal advice cannot be
certain about which way this will go until a thorough legal analysis of the texts can be
undertaken. Currently the EPA texts are not available.”
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The Government’'s view

1.9 The Minister continues thus:

“The UK has a strong position on EPAs which was laid out in the UK’s Position
Paper on EPAs in March 2005 (attached).! The Commission’s position on EPAs has
moved a long way in our direction and many of our policies have now been adopted
by the Commission such as duty free, quota free access for ACP goods into the EU,
asymmetrical reduction in ACP duties over long transition periods and
simplification of Rules of Origin.

“The UK agrees that as the deadline approaches it is vital for the EU to put in place
trade in goods arrangements with ACP regions which avoid serious disruption to
ACP exports to the EU. We therefore agree with the Commission proposal to focus
on concluding trade in goods agreements by the end of 2007 and to leave
negotiations on other areas until later. We also welcome the Commission’s
willingness to conclude EPAs with sub-regions where a full regional EPA is not
possible.

“It remains the UK position that it should be up to ACP regions whether they want
to conclude negotiations on other trade related issues, beyond goods. Regions which
want to negotiate agreements on other issues, and cannot do so by the deadline,
should be able to continue those negotiations with the EU in 2008. ACP regions
which do not want to conclude new trade arrangements on non-goods issues should
not be obliged to do so.

“The UK’s position on EPAs is that ACP regions should not receive worse market
access than that which they currently receive under Cotonou preferences. We do not
want to see ACP regions offered GSP as an alternative to EPAs. However the
communication makes clear that GSP would be offered as an interim arrangement
for those countries or regions which have not been able to conclude a basic trade in
goods agreement, rather than a permanent alternative. For this reason the UK will
have to examine very closely any language which provides for GSP level access into
the EU in the case that a reciprocal market access in goods offer is not received from
the ACP by the 31* Dec 2007.

“There are some EU Member States who share the UK’s position on EPAs, however
we expect there to be areas of disagreement during discussion on this
communication and must be aware that some of our views are in the minority
among all 27 EU Member States.”

Conclusion

1.10 We are grateful to the Minister for his helpful Explanatory Memorandum on this
important document.

1

And reproduced as an annex.
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1.11 Given the widespread interest in the House in the issues discussed therein, we
recommend it for debate in the European Standing Committee.

1.12 We think that this debate would be most effective if it were to take place after the
November and before the December General Affairs and External Relations Council
meetings to which he refers.

Annex : Economic Partnership Agreements : Making EPAs Deliver for
Development

“EPAs must be designed to deliver long-term development, economic growth and poverty
reduction in ACP countries.

“We believe that:

In its work on EPAs with ACP regional groups, the EU should take a non-
mercantilist approach and not pursue any offensive interests.

Developing countries can benefit from liberalisation in the long run, provided they
have the economic capacity and infrastructure they need to trade competitively.
However, without the capacity or the right conditions, trade liberalisation can be
harmful.

Each ACP regional group should make its own decisions on the timing, pace,
sequencing, and product coverage of market opening in line with individual
countries’ national development plans and poverty reduction strategies. Regional
groups should have the flexibility to move towards more open markets along a
non-linear path if necessary. We will not force trade liberalisation on developing
countries either through trade negotiations or aid conditionality.

“Implementing this in practice:

EPAs must ensure that ACP regional groups have maximum flexibility over their
own market opening. The EU should therefore offer all ACP regional groups a
period of 20 years or more for market opening, on an unconditional basis. Each
regional group should be offered this full period.

Within EPAs, the EU should make an upfront offer of complete duty and quota-
free market access to each ACP regional group, with no strings attached. In
addition, the EU should further simplify and liberalise rules of origin under EPAs.

There should be an effective safeguard mechanism for ACP countries to use if
faced with a surge of subsidised EU imports.

EPAs should be accompanied by additional resources to enable the ACP countries
to benefit from trade reforms and build their export competitiveness. The EU, in
coordination with international financial institutions and other donors, must
provide additional financial assistance to support the ACP countries. This
assistance must support them in building the infrastructure and economic capacity
they need to benefit from trade with the EU and the rest of the world, and put in
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place the institutions to help manage change and protect vulnerable people,
supporting poorer countries with the cost of transition.

o Investment, competition and government procurement should be removed from
the negotiations, unless specifically requested by an ACP regional negotiating
group. It is for ACP regional groups to judge the development benefits of any
agreements on these issues and the EU should not push for them to be discussed. If
included, any negotiations on government procurement should be limited to
transparency.

e A review mechanism for EPAs — with full ACP regional group ownership and
participation — should be introduced to ensure they are delivering the intended
developmental benefits.

e The Commission should be ready to provide an alternative to an EPA at the
request of any ACP country. Any alternative offered should provide no worse
market access to the EU than is currently enjoyed under Cotonou preferences.

e In addition, the EU should propose within the WTO that Article XXIV of the
General Agreement on Tariffs and Trade, should be reviewed as suggested by the
Commission for Africa, in order to reduce the requirements for reciprocity and
increase the focus on development priorities.

Implemented along these lines, Economic Partnership Agreements should provide real
development benefits to the ACP countries.

March 2005”
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2 The Euro-Mediterranean Partnership

(29029) Commission Communication: The Euro-Mediterranean Partnership:
— Advancing Regional Cooperation to support peace, progress and
COM(07) 598 inter-cultural dialogue

Legal base —

Document originated 17 October 2007

Deposited in Parliament 25 October 2007

Department Foreign and Commonwealth Office

Basis of consideration EM of 30 October 2007

Previous Committee Report None; but see (26974) 13809/05 HC 34-x (2005-06),
chapter 16 (16 November 2005) and HC 34-xiv
(2005-06), chapter 19 (11 January 2006); and (27982)
14822/06 HC 41-i (2006-07), chapter 15 ( 22
November 2006) and HC 41-xvii (2006-07), chapter
12 (18 April 2007)

To be discussed in Council To be determined

Committee’s assessment Politically important

Committee’s decision Recommended for debate in the European Standing
Committee; further information requested

Background

2.1 The Euro-Mediterranean Conference of Ministers of Foreign Affairs, held in Barcelona
on 27-28 November 1995, marked the starting point of the Euro-Mediterranean
Partnership. Also known as the Barcelona Process, it has the aim of building “a space of
dialogue, peace, security and shared prosperity”. The Mediterranean Partners are Algeria,
Egypt, Israel, Jordan, Lebanon, Morocco, Palestinian Authority, Syria, Tunisia and Turkey
(Libya has observer status since 1999). The Partnership is described by the Commission as
“a wide framework of political, economic and social relations between the Member States
of the European Union and Partners of the Southern Mediterranean” and “a unique and
ambitious initiative”, which laid the foundations of a new regional relationship and
represented “a turning point in Euro-Mediterranean relations”? The accompanying
Barcelona Declaration established the three main objectives of the Euro-Mediterranean
Partnership:

o The definition of a common area of peace and stability through the reinforcement
of political and security dialogue (Political and Security Chapter).

o The construction of a zone of shared prosperity through an economic and financial
partnership and the gradual establishment of a free-trade area (Economic and
Financial Chapter).

2 http://europa.eu.int/comm/external_relations/euromed
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e The rapprochement between peoples through a social, cultural and human
partnership aimed at encouraging understanding between cultures and exchanges
between civil societies (Social, Cultural and Human Chapter).

2.2 The Partnership is underpinned by bilateral Association Agreements that the Union
negotiates with the Mediterranean Partners individually (reflecting the general principles
governing the Euro-Mediterranean relationship but with characteristics specific to the
relations between the EU and each Mediterranean Partner) and regional dialogue covering
the political, economic and cultural fields and dealing with common problems while
emphasising “national complementarities”. The MEDA programme and the European
Investment Bank (EIB) are the main financial support mechanisms. Since 2004 the
Mediterranean Partners are also included in the European Neighbourhood Policy (ENP),?
and from 2007 will be funded via the new European Neighbourhood and Partnership
Instrument (and the EIB).

2.3 Two years ago, we considered a Commission Communication in preparation for the
10th anniversary Euro-Mediterranean Summit of Heads of State and Government (in
Barcelona, on 27-28 November 2005). Ten years on, the Euro-Med Partnership was
judged by the then Minister for Europe to be over-institutionalised and too wide to have a
meaningful impact. The Communication outlined a new five year work programme, with
three key axes for improving EU-Mediterranean relations — human rights and democracy;
sustainable economic growth; and education — and several supporting actions:

— launching regional negotiations on the liberalisation of agriculture, services and
establishment;

— a Democracy Facility;

— a Euro-Mediterranean university scholarship scheme;

— the adoption of a timetable towards de-pollution of the Mediterranean by 2020;
— a Euro-Mediterranean conference on human rights and democratisation;

— Euro-Med Ministerial meetings on Transport; Justice and Home Affairs; and
Economic and Financial Affairs; and

— a Code of Conduct on measures to fight terrorism, including its financing aspects.

2.4 We cleared the Communication and asked the Minister to write after the event with his
assessment of the extent to which his aims and objectives had or had not been attained.*

2.51In a letter of 15 December 2005, the then Minister for Europe said that the
Government’s objectives for the Summit were largely met: “an ambitious five-year Work
Plan with a substantial package of concrete commitments towards political, economic and
social reform in the Southern Mediterranean region”; a Code of Conduct on Countering

3 "anew policy that invites our neighbours to the East and to the South to share in the peace, stability and prosperity
that we enjoy in the European Union and which aims to create a ring of friends around the borders of the new
enlarged EU": http://europa.eu.int/comm/world/enp/index_en.htm.

4 (26974) 13809/05 HC 34-x (2005-06), chapter 16 (16 November 2005): see headnote.
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Terrorism — “the first time ever that Europe, Israel and Arab countries have agreed to
condemn terrorism in all its manifestations” — and (despite disagreements over language
related to the Middle East conflict preventing agreement on a Summit declaration) a
Chairman’s statement, reiterating the overall political commitments of the Euro-Med
Partnership:

— extending political pluralism and participation in the political process;

— a Governance Facility to help those countries which make progress on good
governance, allowing them to access additional funds to spend on their priorities;

— raising elections standards, with EU technical assistance and observers;

— agreement to liberalise trade in agriculture and services: “a major step towards the
agreed goal of establishing a Euromed Free Trade Area by 20107;

— education targets, including access for all children to quality education and to
halving illiteracy rates by 2015, backed by more resources from the EU and the
Mediterranean partners themselves; and

— cooperation on managing legal and combating illegal migration.

2.6 We concluded that these issues clearly need addressing if the pressures that lead to
instability in and exodus from the region are to be relieved; that Member States had a real
interest and could also play a central role; so, too, the Commission, especially in better
delivery against financial commitments and improving coherence between the Union’s
internal and external policies and actions. But we also felt that the “Euro” side could not
succeed alone. Commitments were all well and good: but delivery was what counted. The
then Minister suggested that more whole-hearted commitment than hitherto would be
required if the verdict in five years’ time was to differ from the present one. We therefore
asked the Minister to write again in two years’ time, by when the extent to which Summit
commitments had led to action on the ground should be clearer; depending on the
response, we thought that a debate on the topic might be appropriate.®

2.7 A year on, we considered a further Communication — appropriately titled “The Euro-
Mediterranean Partnership: Time to Deliver” — which was part of the preparations for the
27-28 November 2006 Euro-Med Foreign Ministers Conference. It reviewed the work
undertaken since the Barcelona Summit; proposed priorities for 2007; took forward work
to improve the working methods of the Partnership; and identified ten areas of action. The
Minister for Europe’s assessment was somewhat downbeat: it was “a useful summary and
forward look by the Commission” and “a fair reflection of the range of Euro-Med
activities”, which “fits well with our call for a Review Mechanism to regularly review
progress against the Five-Year Work Programme”. Whilst welcoming the proposed
seminar on standards in the conduct of elections, he would have hoped to see more work
on other commitments made at Barcelona under the political and security heading, in
particular on “promoting and supporting [partners’] political reforms on the basis of
universal principles, shared values and the Neighbourhood Action Plans” and on “a

5 (26974) 13809/05 HC 34-x (2005-06), chapter 19 (11 January 2006): see headnote.



12 European Scrutiny Committee, 1st Report, Session 2007-08

substantial financial Facility to support willing Mediterranean partners in carrying out
their reforms”. He would continue to encourage this.

2.8 Although the Communication did not say so, the sums involved are significant:
approximately €3.5 billion for 2007-10. We noted that, eleven years on, it was difficult to
argue that the region is significantly closer to being a “space of dialogue, peace, security and
shared prosperity”. If anything, concerns about security and illegal migration were stronger
than ever. The rationale remained sound. But, as the Communication’s title succinctly said,
it was now “Time to Deliver”. We cleared the Communication, but asked the Minister to
write after the meeting with his assessment thereof, and again before the summer recess
with his evaluation of the progress made by then.®

2.9 In his 24 March 2007 letter, the then Minister for Europe outlined the outcome of the
Ministerial Conference, and progress made since then, under two headings:
The Tampere Conference

e “forward-looking Conclusions” were agreed by all 35 EuroMed Partners — only the
second time that EuroMed Foreign Ministers had been able to adopt conclusions
unanimously;

e reiteration of their shared commitment to take forward the Barcelona Summit Five-
Year Work Programme and to implement the Code of Conduct on Countering
Terrorism;

e agreement to undertake a wide range of activities in 2007, including:

— EuroMed Seminars on the role of the media in preventing incitement to terrorism and
on ensuring respect for human rights in the fight against terrorism in accordance with
international law;

— Pursuing negotiations on the progressive liberalisation of trade in services and
agriculture;

— A EuroMed Ministerial Conference on Energy in 2007. Partners also agreed to increase
co-operation on energy security and climate change;

— A EuroMed Ministerial Conference on Higher Education and Scientific Research in
2007. Ministers also reiterated their commitment to increase significantly funding
devoted to education in the Mediterranean area;

— EuroMed Ministerial meeting on migration in 2007; and

— a EuroMed Foreign Ministers Conference at the end of each year.

6 (27982) 14822/06 HC 41-i (2006-07), chapter 15 ( 22 November 2006); see headnote. (27982) 14822/06 HC 41-xvii
(2006-07), chapter 12 (18 April 2007).
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Progress since Tampere

e Conclusions agreed by all 37 partners and a Summary of Initiatives covering the whole
of 2007, rather than the usual six-month forecast by incoming presidencies, had
enabled more effective and comprehensive planning of EuroMed work during the
German and Portuguese Presidencies; and

e UK officials had played an active part in: planning the Energy and Migration
Ministerial meetings and the seminar on the role of the media in preventing incitement
to terrorism; in working with partners on the design of the proposed Governance
Facility; stressing the importance of taking forward work on the proposed seminar on
best practice in elections; and encouraging greater focus on climate change issues.

In conclusion, the Minister said that the Government continues “to work to ensure that the
Euro-Mediterranean Partnership effectively strengthens cooperation between the EU and
Southern Partners in important areas”.

2.10 We reported this to the House on 18 April, along with our consideration of the latest
developments in two important components of the Euro-Med partnership: the European
Neighbourhood Partnership Action Plans for Egypt and Lebanon, which illustrated all too
clearly the challenges that the EU and Member States will face in developing, in particular,
the “good governance” aspects of the partnership and making a reality of the “shared
values” to which regular reference is made.

2.11 We also recalled how our recent consideration of the Facility for Euro-Mediterranean
Investment and Partnership (FEMIP) demonstrated the extent to which the partner
governments had yet to commit to the development of fully-fledged market economies.”

2.12 We asked for a further report before the year’s end.® Instead, the Commission has now
produced a further Communication.

The Commission Communication

2.13 It bears an equally resounding title: Advancing Regional Cooperation to support peace,
progress and inter-cultural dialogue”. In his 30 October Explanatory Memorandum, the
Minister for Europe at the Foreign and Commonwealth Office (Mr Jim Murphy) says that
the Commission produced it on 17 October 2007, to:

— prepare the next Euro-Mediterranean Partnership Foreign Ministers’ meeting in
Lisbon on 5-6 November 2007;

— review progress in the implementation of the Five-Year Work Programme since the last
ministerial conference in Tampere (27-28 November 2006); and

7 (27924) 13558/06: see HC 41-v (2006-07), chapter 9 (10 January 2007). The European Investment Bank’s operations in
the Mediterranean partner countries were brought together under the Facility for Euro-Mediterranean Investment
and Partnership (FEMIP) in October 2002. In line with the wider Europe Neighbourhood Policy, FEMIP aims to help
the Mediterranean partner countries meet the challenges of economic and social modernisation and enhanced
regional integration, particularly in the run-up to the creation of a customs union with the EU by 2010. For further
information, see http://www.eib.org/femip.

8 (27982) 14822/06 HC 41-xvii (2006-07), chapter 12 (18 April 2007): see headnote.
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— put forward proposals for EuroMed activities in 2008.
2.14 The Communication identifies five new initiatives on:

— Intercultural dialogue: a EuroMed Ministerial Meeting on Culture, to complement the
2008 European Year of Intercultural Dialogue and proposed 2008 EuroMed Year of
Intercultural Dialogue;

— Tourism: a EuroMed Ministerial on Tourism to be held in Morocco;

— Employment: a workshop on employment to be held in December 2007 to prepare for a
EuroMed Ministerial Conference on Employment in the second half of 2008;

— Health: a workshop on communicable diseases to prepare for a future EuroMed
Ministerial Conference on Health; and

— Partnership Building Measures: the Commission offers to establish exchange of
professional experience with Mediterranean partners, including secondment and
exchange of officials and trainees.

2.15 The Communication also reviews the continuation and consolidation of existing areas
of work. The Minister says that of particular note are:

— The holding of an experts’ seminar on the subject of elections;
— Further steps to implement the Code of Conduct on Countering Terrorism;

— The launch in early 2008 of bilateral negotiations on services and investment, and
ongoing work on trade liberalisation in agriculture;

— A EuroMed Energy Ministerial meeting to take place in late 2007 or early 2008;

— The forthcoming EuroMed Ministerial Conference on Migration on 19 November
2007;

— Creation of an expert group on education to take forward the objectives of the 2007
Cairo Ministerial Conference on Higher Education and Scientific Research; and

— Follow-up to the May 2007 Dublin Conference on “The role of the Media in preventing
incitement to terrorism and radicalisation”.

The Government’'s view

2.16 The Minister is as downbeat as his predecessor: indeed, he uses the same phrases in
describing the Communication as “a helpful summary and forward look” which, “as such,
... tits well with our call for a Review Mechanism to regularly review progress against the
Five-Year Work Programme”. He notes “a risk of focussing on meetings rather than
concrete outputs”. However, “the Communication helps raise the visibility of work within
the Euro-Mediterranean Partnership and to set landmarks for the coming year”.

2.17 He goes on to say that the actual 2008 Work Programme will be based on the
Conclusions to be agreed at the Euro-Mediterranean Foreign Ministers’ Conference in
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Lisbon, which have been agreed internally amongst EU partners and will be discussed with
Mediterranean partners in advance of the Conference.

Conclusion

2.18 At the outset, now all of 12 years ago, the Commission described the launch of the
Barcelona Process as “a turning point in Euro-Mediterranean relations”. If so, it brings
to mind nothing so much as a super-tanker. Behind the rhetoric of “ambitious” work
plans, commitments — both new and reiterated — key axes and supporting actions, it
has become impossible to judge the extent to which the Process is merely engaging in
processes, rather than achieving concrete outcomes. We think it is time to examine this
more closely, and accordingly recommend the Communication for debate in the
European Standing Committee.

2.19 Among the questions that such a debate might explore are:

— What are the actual concrete achievements of the past 12 years, beyond the meetings
themselves?

— What does the Code of Conduct on Countering Terrorism amount to? What
political weight does a “Code of Conduct” — a device more normally associated
with professions wishing to avoid something with real teeth — carry? What actual
steps have been taken to implement it?

— What progress has been made regarding commitments made at Barcelona under
the political and security heading, in particular on “promoting and supporting
[partners’] political reforms on the basis of universal principles, shared values and
the Neighbourhood Action Plans” and on “a substantial financial Facility to
support willing Mediterranean partners in carrying out their reforms”, which his
predecessor said he would “continue to encourage”?

— Why, even now, is there no Review Mechanism? Who is resisting it, and why?

— To what extent is it realistic to talk of commitments and “shared values” when, in 12
years, the EU and its Euro-Med partners have been able to agree Conclusions on
only two occasions? and

— What does the Minister expect the Process to achieve in 2007? What “landmarks”
does he have in mind?

2.20 Between now and then, we should be grateful if the Minister would write to us with
his assessment of the Conclusions and 2008 Work Programme agreed at this week’s
EuroMed Ministerial meeting.
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3 Maritime civil liability

(27271) Draft Directive on the civil liability and financial guarantees of
5907/06 shipowners
COM(05) 593

Legal base Article 80(2) EC; co-decision; QMV
Department Transport

Basis of consideration SEM and Minister’s letter of 11 October 2007
Previous Committee Report HC 34-xxi (2005-06), chapter 6 (8 March 2006)
To be discussed in Council Not known

Committee’s assessment Politically important

Committee’s decision Not cleared, further information requested
Background

3.1 There are four International Maritime Organisation (IMO) conventions relating to the
liability of shipowners:

o the 1996 Convention on Limitation of Liability for Maritime Claims (LLMC), to
which the UK is a state party and which has the force of law in the UK;

e the 1992 International Convention on Civil Liability (CLC) for Oil Pollution
Damage and its associated Fund Conventions (IOPCEF), to which also the UK is a
state party;

o the 1996 International Convention of 1996 on Liability and Compensation for
Damage in Connection with the carriage of Hazardous and Noxious Substances by
Sea (the HNS Convention), which the Government aims to ratify in 2006; and

e the 2001 International Convention on Civil Liability for Bunker Oil Pollution
Damage (the Bunkers Convention), which also the Government aims to ratify in
2006.

3.2 The LLMC sets liability limits for two types of claims — claims for loss of life or
personal injury and property claims (such as damage to other ships, property or harbour
works). The IMO says it provides for a virtually unbreakable system of limiting liability,
allowing unlimited liability against a person only if “it is proved that the loss resulted from
his personal act or omission, committed with the intent to cause such a loss, or recklessly
and with knowledge that such loss would probably result”. The other conventions cover or
will cover liability for the maritime transport of oil and other dangerous and polluting
substances and the fuel oils of ships and require or will require shipowners to sign financial
guarantees.

3.3 In 1999 the IMO adopted guidelines recommending that shipowners take out civil
liability insurance. And some countries, including the UK, have established obligatory
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insurance systems. (The Government is currently considering applying a compulsory
insurance provision to all ships of 300 gross tonnage and over not covered by an
international instrument.)

3.4 In November 2005 the Commission published this draft Directive, intended to
introduce a Community-wide civil liability regime governing liability and compulsory
third party insurance. It was primarily aimed at shipowners operating ships in and out of
Member State ports and terminals. The proposal would:

e require Member States to ratify the LLMC;

e remove in certain cases, including cases of gross negligence, the right of owners of
ships of states that are not party to this convention to limit their liability;

e require financial guarantees (such as insurance or bank or other financial
institution guarantee) for both Member State ships and for third country ships
entering Community waters; and

e introduce a system of mandatory state certification for all ships, placing an
obligation on Member States to validate the insurance of every ship on its register
and issue a certificate attesting that insurance is in place.

3.5 The proposal would not affect liability and compensation arrangements contained in
the CLC and the associated IOPCF, the HNS Convention and the Bunkers Convention.
But the Commission asserted that the conventions need modernising, noted that the CLC
was presently undergoing revision, during which it would seek changes including removal
of the ceiling on civil liability, and noted also that the other conventions would not be
updated in the near future. The Commission suggested therefore that the draft Directive
was a first step in a two step process. As the second step it would seek a mandate to
negotiate within the IMO for a revision of the LLMC, with a review of the level at which
shipowners lose their right to limit their liability.

3.6 When we considered this proposal in March 2006 we recorded a number of
Government concerns:

o the possible implications for negotiating future amendments to the LLMC;

o introduction of the concept of gross negligence into the limitation of liability for
ships flying the flag of third party states — such a regional measure could lead to a
fragmentation of the global system of such rules;

e introduction of this concept failing to acknowledge the way in which most
shipowners insure their ships through the mutuality of Protection and Indemnity
(P&I) Clubs;

o it might also lead to a reduction in the amount of available compensation; and

e mandatory state certification for all ships would entail a significant administrative
effort, would contribute little to the overall safety of ships calling at Member State
ports and terminals and could not apply to ships transiting Member State or
international waters on innocent passage.
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We noted that:

e it might be some time before negotiations allowed the Government to report back
to us on developments in relation to these concerns;

o equally, a Regulatory Impact Assessment might not be possible for some time; and

o the Government would in due course give us a Supplementary Explanatory
Memorandum on the Commission’s impact assessment, which at that time existed
only in French.

3.7 Additionally, we asked the Government for further explanation of two points. First, we
were puzzled as to the Government’s attitude to obligatory accession to the LLMC. On the
one hand the Government said the proposal was sensible, but on the other it referred to
concerns about the consequent Community external competence and future negotiations
on the LLMC. Did the Government have any specific fear? Secondly, on subsidiarity we
were told:

“authorising the Member States to ratify the LLMC in the interests of the
Community would be justified in accordance with the principle of subsidiarity, as
similar proposals have already been accepted in relation to the International Oil
Pollution Compensation Fund Supplementary Fund, the HNS Convention and the
Bunkers Convention”.

We commented that, as to Member States being authorised to ratify the LLMC, we
understood that Member States were to be obliged to do so and that the Government had
not explained why the precedents cited were themselves compatible with the subsidiarity
principle.

3.8 Given all these outstanding matters we kept the draft Directive under scrutiny.’

3.9 This proposal is part of what the Commission refers to as the “Third Maritime Safety
Package”. This comprises seven discrete measures which are being taken forward
separately, rather than as a package, by the Council. The draft Directive has not featured as
a priority for earlier Presidencies. However, the Portuguese Presidency has said that it may
allocate Working Group time for discussion of the draft Directive towards the end of its
Presidency.

The Supplementary Explanatory Memorandum and the Minister’s
letter

3.10 In his Supplementary Explanatory Memorandum and letter the Parliamentary Under-
Secretary of State, Department for Transport (Jim Fitzpatrick) tells us of developments on
this proposal since March 2006 and offers comments on a number of issues. First, the
Minister reports that, although there has not yet been any Council consideration of the
draft Directive, the European Parliament has given it a first reading. The European
Parliament adopted 28 amendments, of which the most important are:

9  See headnote.
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amendment of a recital to place emphasis on the role of international conventions
in compensation of third parties for damage related to maritime transport of goods
in general, rather than just oil pollution;

a new recital, the intention of which is unclear, stating that it should not be possible
to apply limitation of liability under the LLMC to victims not party to the maritime
transport operation, if the owner of the ship responsible for the damage has failed
to act in a professional manner and should have been aware of the harmful effects
of his act or omission;

amendment of the definition of “civil liability” and introduction of a definition of
“gross negligence” as meaning “conduct showing an unusual lack of due diligence
and care, and a consequent disregard of what should in principle have been clear to
everyone in a given situation”;

two new articles stipulating that the Member States become contracting parties to
the Bunkers Convention and the HNS Convention;

provision that, when issuing insurance certificates to shipowners, competent
authorities also consider whether a financial guarantor has a business
establishment in the Community;

provision that the Member State authority issuing or certifying a certificate forward
a copy of the certification file to a Community Office (see below) for inclusion in a
register;

provision that Member States monitor compliance with the rules laid down in the
draft Directive and establish penalties for the infringement of these rules;

establishment of a solidarity fund to cover damage caused by ships without a
financial guarantee; and

establishment of a Community Office to be responsible for keeping a full register of
certificates issued, monitoring and updating their validity and checking the
existence of financial guarantees registered by third countries.

3.11 The Minister comments on the European Parliament proposals that:

the Government is concerned about introducing the concept of “gross negligence”
for ships flying the flag of third countries. Shipping must be regulated by a
framework of internationally applicable rules — introducing regional, Community,
measures of the type proposed could lead to a fragmentation of the global system of
such rules and a decline in the quality, safety and reliability of world shipping;

the Government would not wish to accept any amendment that seeks to interfere
with the existing test for breaking limitation under the LLMC." The European

10 Under the LLMC shipowners lose the right to limit their liability if the loss resulted from the shipowner’s personal act
or omission, committed with the intent to cause such loss, or recklessly and with the knowledge that such loss would
probably result — this is commonly referred to as the test for breaking the shipowner’s limit of liability and is a well
established principle of international maritime law.
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Parliament’s amendment would alter this test and make it more difficult for the
shipowner to invoke the right to limit liability by widening the concept of
recklessness;

the Government is concerned that by seeking to apply more stringent rules than
those contained in the LLMC Member States may be in breach of the treaty
obligations under that Convention;

the Government is concerned by the proposed compulsory insurance system.
Member State verification of insurance would entail a significant administrative
effort and contribute little, if anything at all, to the overall safety of ships calling at
Community ports and terminals;

in this regard the Government is equally concerned by the proposal that there
should be a Community Office established for the purpose of checking insurance;

the Government is opposed to including references to ratification of the HNS
Convention. The HNS Convention is a complex two tier liability instrument which
has not yet entered into force, due to the need to find solutions at the international
level to several key issues regarding financial contributions from cargo interests;

the Government is seeking solutions to these outstanding problems that are
currently hindering ratification and would not wish to see inclusion of text in a
different regional instrument that could lead to infraction proceedings at a later
stage;

certain HNS Convention provisions must be complied with at the point of
ratification. At a European Maritime Safety Agency meeting in November 2006
Member States agreed that they will ratify the HNS Convention only when they
have systems in place for obtaining the information necessary to comply with these
provisions and other matters blocking ratification;

the Government has other concerns about the proposals to introduce a solidarity
fund financed by shipowners in addition to their insurance premiums. Such a fund
could not operate without introducing complex rules and procedures governing
the administration of the fund;

at this stage, it is not clear whether the fund would be a legal entity perhaps
following the model of the intergovernmental International Oil Pollution
Compensation Fund, which has operated for over 25 years; and

the Government does not know how the solidarity fund would operate, who would
administer it or how claims would be assessed against set criteria or what the
criteria might be. So for these practical reasons it would not wish to see the
inclusion of text that seeks to introduce such a fund.

3.12 Secondly, the Minister tells us about the Commission’s impact assessment. He
explains that in the event the Commission did not translate the impact assessment into
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English."! However, his department has produced its own translation and his analysis for is
based on that. The Minister tells us that the Commission identifies four options for
assessment:

do nothing;
industry self regulation;

Community action at the IMO to remove the ceiling on liability under the LLMC
and to harmonise that Convention in Community law; and

introduce a Community instrument along the lines set out in the third option.

3.13 On the first option — do nothing — the Minister says:

the Government believes the Commission’s proposal to introduce Community
legislation governing shipowner liability to be unnecessary and contrary to the
better regulation agenda, except in its encouragement to Member States to ratify
the LLMC, which could be achieved by a Council Decision;

the impact assessment does not support the Commission’s stated objectives —
improving ships standards and ensuring victims of damage receive proper
compensation. The Government does not believe that the proposal will promote or
enhance shipping safety standards;

the Government does not believe that a full and proper assessment of the effect of
the proposed measure on the shipping industry and Member State administrations
has been considered in sufficient depth, or that the Commission has given proper
consideration to concerns about treaty law conflict;

the impact assessment does not contain examples of Community citizens who have
not received compensation for damage incurred due to the provisions of the
LLMC. The LLMC is today used primarily in contract dispute cases involving
cargo, collision and damage to property. Individual citizens rarely, if ever, have the
need for recourse to this international treaty. Governments and local authorities
may seek recovery of costs for clean up operations and or preventive measures
where there is or has been a need to respond to a pollution threat which is not
covered by the oil pollution conventions or where there has been damage to
property (e.g. port equipment and facilities);

it is unusual for individual citizens to be affected by the LLMC. Damage sustained
by individuals is usually eligible for compensation under other conventions that
deal now, or will deal, with damage to personal belongings, injury and pollution.
Two of the relevant conventions are not yet in force, but over 90% of sea-going
vessels do, through the P&I Club structure maintain insurance cover for third party
liabilities arising from almost all types of damage attributable to the use and
operation of ships;

1

The Commission’s own guidelines for impact assessments specify that these can be produced in English, French or
German and do not require them to be translated.
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the impact assessment refers to oil tanker incidents, but this is of limited or no
relevance to the proposed measure because pollution damage caused by tankers is
covered by the CLC and IOPCF to which coastal Member States are (or, if newly
acceded Member States, will in due course become) party; and

the impact assessment suggests a lack of uniformity in the application of the
LLMC, but when ratifying this convention many Member States, including the UK,
did so with reservations that allowed, for example, the Government to apply under
domestic legislation unlimited liability for costs associated with wreck marking and
removal and much higher limits to passenger carrying ships. It is not clear what the
Commission proposes to do about such reservations and the assessment does not
identify the effect on domestic legislation.

3.14 On the second option — industry self regulation — the Minister says the Government:

agrees with the Commission that the legal relationships that exist between persons
involved in the maritime transport sector are unsuited to self regulation;

believes that regulation governing the global shipping industry should be
developed and implemented at the international level;

considers that the proper place for the development of such regulations is the IMO,
where the UK and other Community and EEA States play a prominent role; and

holds that regional variations of international treaties may lead to fragmentation of
the international framework of rules that apply across the shipping sector leading
to greater legal uncertainty and the possible introduction of different regimes based
on regional requirements.

3.15 On the third option — Community action at the IMO to remove the ceiling on
liability under the LLMC and to harmonise that Convention in Community law, the
Commission’s preferred one — the Minister says:

the Government does not believe that the Commission’s proposal to remove the
current limit of shipowner liability under the LLMC to be either necessary or
desirable, for the reasons related to the position of Community citizens already
mentioned;

removing the ceiling on liability could affect the global marine insurance and
reinsurance markets, but the impact assessment has not identified either the
potential financial impact on such markets or the consequences of what in effect
amounts to the introduction of a regional regime of varying liability for certain
ships;

the LLMC already contains a mechanism to raise limits at the IMO by tacit
amendment procedure and member governments of the IMO, including Member
States, have the freedom to submit proposals to raise limits; and

a shipowner’s right to limit liability in international conventions is offset by a quid
pro quo. Shipowners accept the doctrine of strict liability and their insurers accept a
claimant’s right of direct action. In all but the most rare cases, where liability is
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contested, the combined effect of strict liability on the shipowner and the right of
direct action against the insurer results in prompt payment of compensation to
claimants and reduces or eliminates altogether the need for costly and time
consuming legal action.

3.16 On the fourth option — introduce a Community instrument along the lines set out in
the third option — the Minister says, noting that this would require all Member States to
bring into force a Community instrument, that:

the LLMC entered into force in the UK and internationally in May 2004. Its entry
into force increased the limits of liability substantially compared to the relatively
modest limits contained in the earlier (1976 LLMC);

it enabled the Government to introduce higher limits in cases where a liability
currently exists or where a case is proven in tort;

the Government is concerned that the Commission has fundamentally
misunderstood the purpose and general application in law of the LLMC;

this view is supported by the lack of relevant detail in the impact assessment;

the LLMC is not a liability instrument. Rather, it is a limitation instrument that
entitles shipowners to limit the extent of their liability to a set amount calculated
according to a ships tonnage;

specific risks to passengers and the environment, for example, are governed by
international liability and compensation regimes that are currently in force, or
waiting to enter into force subject to meeting preceding provisions;

together these conventions provide a cohesive framework of instruments covering
almost all eventualities that could give rise to claims for compensation;

once in force, these conventions will provide cover against pollution damage not
resulting from tankers (which is already covered by the existing international
convention) and third party claims, including economic loss, death and injury to
passengers and their luggage and vehicles;

in some of these conventions a shipowner’s limit of liability is significantly higher
than the limits specified in the LLMC;

the impact assessment is silent about the effect of the Commission’s proposal on
the application of other international instruments that rely on the LLMC to set the
limit of liability, for example the Bunkers Convention and the recently agreed
International Convention on the Removal of Wrecks, 2007; and

the assessment does not address a fundamental concern about Member States,
which are required by Council Decision 2002/762/EC to ratify the Bunkers
Convention (the UK ratified in June 2006) and which could be in breach of their
treaty obligations if they are obliged, by virtue of Community legislation, to apply
limits of liability that differ from the limits prescribed in international conventions.



24 European Scrutiny Committee, 1st Report, Session 2007-08

3.17 More generally the Minister comments:

the Government does not accept that Community citizens who have suffered
damage go uncompensated because of the LLMC — the impact assessment does
not provide evidence or examples to support this;

nor is there evidence to support the Commission’s assertion that removing the
right to limit liability would drive up the standard of ships calling at ports of
Member States;

the way to achieve improved standards is to ensure that flag states fully discharge
their international obligations, classification societies ensure that ships fully comply
with internationally agreed construction and build standards'> and port state
control inspections are properly targeted and sufficiently rigorous;"

the impact assessment acknowledges that the LLMC “has the advantage that it sets
the ceilings for compensation at a sufficiently high level to cover most of the claims
made on shipowners after an accident”. So the Government questions the need to
introduce Community legislation at all;

it is concerned about the proposal to deny shipowners the right to limit liability.
The assessment incorrectly presupposes that the behaviour of sub-standard vessel
operators is determined by the right to limit liability. Unscrupulous shipowners do
not consider their right to limit when it comes to ship maintenance, aids to
navigation, safety measures or crew competence standards. If they cut corners at all
they do so for other cost reasons;

once a vessel is enrolled in an International Group P&I Club the cost of damage is
first shared among the membership of the insuring club. If the cost of claims
arising from an incident exceeds the insuring club’s retention (currently set at $US
6 million) the cost is spread among all members of the International Group
through a legally binding pooling agreement and group reinsurance. This
mutuality is a proven system that works to the benefit of shipowner and claimant
and covers claims up to approximately $4.5 billion worth of shipowners’ risk;

there is a minor point in the impact assessment that requires clarification, referring
to discussions in progress to amend the CLC. In fact those discussions concluded
in October 2005 and resulted in industry voluntarily increasing the lower limit of
liability to SDR' 20 million (about £16.8 million) for small oil tankers and a greater
sharing of financial responsibility between shipowners and receivers of crude and
other persistent oils in states party to the IOPCF. Shipowners and oil receivers
agreed to share increased financial burdens to meet compensation payments for

12

13

14

Classification societies are private sector organisations to which flag states, including the UK, delegate some ship
inspection functions.

Port state control is a system of inspections carried out on foreign-flag ships visiting a country’s ports to check
compliance with international standards for safety, pollution prevention and shipboard living and working
conditions.

The SDR (special drawing right) is an international reserve asset, created by the IMF to supplement the official
reserves of member countries. The SDR also serves as the unit of account of the IMF and some other international
organizations. Its value is based on a basket of key international currencies.
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claims against the IOPCF Supplementary Fund, to which the UK became a state
party in June 2006; and

o the impact assessment does not identify the potential burden on shipowners,
insurers or competent authorities. A requirement to issue certificates for every
vessel of 300 gross tonnage and over would impose significant burdens on industry
and flag states. One P&I Club, the Shipowners Club, has approximately 25,000
vessels on its books and a requirement to issue a state certificate against each ship
would be oppressive. Furthermore, P&I Clubs in the International Group already
issue certificates of entry to all entered vessels which confirm that the vessel is
entered in a group club and has P&I cover.

3.18 On our question in relation to the Government’s attitude to obligatory accession to
the LLMC the Minister reiterates that:

o the Government believes that maritime matters are best addressed within the
framework of the IMO and encourages the widest possible application of the
instruments developed there. For this reason the Government considers it
appropriate, in the interests of promulgating a convention which applies across the
Community, for all Member States to ratify the LLMC — a Council Decision
requiring Member States to ratify could have achieved that; and

o the draft Directive goes much further. In seeking to amend existing international
rules that underpin the principles of maritime liability conventions the
Commission’s proposal could threaten the way in which marine insurance is
structured in the future and affect the overall quantum that is made available to
claimants.

3.19 On our question about Member States being authorised to ratify the LLMC rather
than being obliged to do so and why the precedents cited were themselves compatible with
the subsidiarity principle the Minister explains that the original comment related to the
Government’s preference for a Council Decision authorising Member States to ratify the
LLMC. In the cases of the precedents cited, ratification of the IOPCF Supplementary Fund,
the HNS Convention and the Bunkers Convention had been authorised by Council
Decisions rather than mandated by Directives. These processes seem to the Government
compatible with the subsidiarity principle, whilst the draft Directive process for the LLMC
does not.

3.20 The Minister also tells us that the Department for Transport is working on a partial
Regulatory Impact Assessment and the impacts on industry and on the Government will
be set out in that. In that connection he also tells us that the proposal has attracted
widespread opposition from Member States and that the affected industries, with which
the Government has consulted closely, have lobbied MEPs in an attempt to moderate some
of the proposals contained in the original document.

Conclusion

3.21 We are grateful to the Minister for this comprehensive account of where matters
stand on this proposal. We note that there are still considerable issues about the



26 European Scrutiny Committee, 1st Report, Session 2007-08

appropriateness of the draft Directive, which are not lessened by the European
Parliament’s proposed amendments. In particular we note that, apart from the serious
matters of substance arising from the proposal, there is a subsidiarity issue which
suggests that a draft Directive should not be proceeded with at all.

3.22 However, we are encouraged that there is widespread opposition to the proposal
amongst both Member States and the affected industries and that successive
Presidencies have seemed reluctant to push the proposal forward.

3.23 On the Minister’s responses to our specific questions we now understand the point
he expands on in relation to subsidiarity. However we are less clear about the
explanation of Government’s attitude to obligatory accession. It is now clear why the
Government thinks the draft Directive goes too far and why a Council Decision would
be preferable. But the Minister does not spell out the Government’s fears in relation to
extending external competence and the consequences for future amendment of the
LLMC.

3.24 We should like to hear in due course more about this last point, about the planned
partial Regulatory Impact Assessment and about progress, or preferably about lack of
progress, on the draft Directive.

3.25 Meanwhile the document remains under scrutiny.

4 Urban mobility

(28949) Green Paper: Towards a new culture for urban mobility
13278/07

+ ADD1

COM(07) 551

Legal base —

Document originated 25 September 2007
Deposited in Parliament 5 October 2007
Department Transport

Basis of consideration EM of 23 October 2007
Previous Committee Report None

To be discussed in Council Not known
Committee’s assessment Politically important

Committee’s decision Not cleared, further information awaited
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Background

4.1 In the Mid-Term Review of its 2001 Transport Policy White Paper the Commission
announced its intention to publish a Green Paper on urban transport.”” Since January 2007
the Commission has conducted a public consultation, involving an internet-based
questionnaire and a series of conferences and workshops, on urban transport issues and
possible Community action to support urban transport. The Department for Transport
and a number of other UK authorities provided input into that process.

The document

4.2 The Green Paper follows that consultation and is, the Commission says, a second
consultation process before developing a Community action plan on urban transport, for
publication in the early autumn of 2008. In it the Commission discusses a variety of
possible actions, as recommended by interested parties, grouped under five themes. The
Commission also poses 19 questions or groups of questions in relation to each theme:

Free-flowing towns and cities

e Should a “labelling™ scheme be envisaged to recognise the efforts of pioneering
cities to combat congestion and improve living conditions?

e What measures could be taken to promote walking and cycling as real alternatives
to cars? and

e What could be done to promote a modal shift towards sustainable transport modes
in cities?
Greener towns and cities

o How could the use of clean and energy efficient technologies in urban transport be
further increased?

o How could joint green procurement be promoted?

e Should criteria or guidance be set out for the definition of Green Zones and their
restriction measures? What is the best way to ensure their compatibility with free
circulation? Is there an issue of cross border enforcement of local rules governing
Green Zones? and

e How could eco-driving be further promoted?

Smarter urban transport

o Should better information services for travellers be developed and promoted?

15 (27648) 10954/06 + ADD1: see HC 34—xxxvi (2005-06), chapter 1 (19 July 2006) and Stg Co Debs, European Standing
Committee, 30 October 2006, cols. 3-20.
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e Are further actions needed to ensure standardisation of interfaces and
interoperability of ITS applications in towns and cities? Which applications should
take priority when action is taken? and

e Regarding ITS, how could the exchange of information and best practices between
all involved parties be improved?
Accessible urban transport

e How can the quality of collective transport in European towns and cities be
increased?

e Should the development of dedicated lanes for collective transport be encouraged?

o Is there a need to introduce a European Charter on rights and obligations for
passengers using collective transport?

e What measures could be undertaken to better integrate passenger and freight
transport in research and in urban mobility planning? and

e How can better coordination between urban and interurban transport and land use
planning be achieved? What type of organisational structure could be appropriate?

Safe and secure urban transport

e What further actions should be undertaken to help cities and towns meet their
road safety and personal security challenges in urban transport?

e How can operators and citizens be better informed on the potential of advanced
infrastructure management and vehicle technologies for safety?

e Should automatic radar devices adapted to the urban environment be developed
and should their use be promoted?

o Isvideo surveillance a good tool for safety and security in urban transport? and

In relation to all of these questions the Commission also asks “What could be the potential
role of the EU?”

4.3 In the Green Paper the Commission also discusses “creating a new urban mobility
culture” under the topics of improving knowledge and data collection. It asks “Should all
stakeholders work together in developing a new mobility culture in Europe? Based on the
model of the European Road Safety Observatory,'® could a European Observatory on
Urban Mobility be a useful initiative to support this cooperation?”

4.4 Finally, the Commission discusses financial resources and asks five more questions or
groups of questions:

16 An internet source of information for those concerned with road safety: see http://www.erso.eu/index.html.



European Scrutiny Committee, 1st Report, Session 2007-08 29

e How could existing financial instruments such as structural and cohesion funds be
better used in a coherent way to support integrated and sustainable urban
transport?

e How could economic instruments, in particular market-based instruments,
support clean and energy efficient urban transport?

e How could targeted research activities help more in integrating urban constraints
and urban traffic development?

o Should towns and cities be encouraged to use urban charging? Is there a need for a
general framework and/or guidance for urban charging? Should the revenues be
earmarked to improve collective urban transport? Should external costs be
internalised? and

e What added value could, in the longer term, targeted European support for
financing clean and energy efficient urban transport, bring?

In relation to these final questions the Commission asks again “What could be the potential
role of the EU?”

4.5 The findings of the initial consultation are documented in a Commission staff working
document accompanying the Green Paper.

4.6 The Commission asks for responses to the Green Paper by 15 March 2008.

The Government’s view

4.7 The Minister of State, Department for Transport (Ms Rosie Winterton) says that in
principle the Government supports the Commission’s initiative and welcomes the Green
paper. Community action in this field could add value and support UK cities in becoming
centres for innovation and employment. She adds that, however, it is not possible to specify
the implications of the material in the Green Paper at this stage — it will be necessary to
seek further advice and information though formal consultation, which will provide a
more detailed picture of how the Green Paper will impact on the UK. The Minister
continues that two particular suggestions in the Green Paper, urban congestion charging
regulation and a charter of rights and obligations for passengers, will be of specific interest
to the Government as they have the potential to appreciably impact on local transport
provision. The Government will be keen for consultees to consider these two particular
elements and the likely impacts they might have.

4.8 The Minister says that the Government notes that Member States rather than the
Community have competence for local road charging schemes and that the detailed design
of such schemes should take into account local conditions and concerns. The Government
will therefore emphasise to the Commission the importance of subsidiarity and ensure that
the Green Paper does not result in proposals that would inhibit local authority ability to
take effective action. She also says that the Government feels that Community action in the
field of urban transport is best served through the exchange of best practice and cultivating
the environment for research and development — the UK has a good story to tell in this
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field. It will be important that the Government communicate to the Commission the
experience and knowledge it has gained.

4.9 The Minister tells us that the Government plans to launch a formal consultation for UK
interested parties, which will aim to pull together the UK position on the Green Paper and
the impact it will have for urban transport policy — the devolved administrations will be
invited to participate and provide a response.

Conclusion

4.10 We are pleased that the Government’s initial response to this Green Paper is
cautious, particularly in relation to the level at which responsibility for these matters
properly lies and to the desirability of concentrating on exchange of best practice and
promotion of research and development.

4.11 We note the Government’s intention to consult widely before responding to the
Green Paper. We shall consider the document further once we have seen the
Government’s response — meanwhile the document remains under scrutiny.

5 Communicating Europe

(28969) Commission Communication: Communicating Europe in Partnership
13829/07

COM(07) 568

+ ADDs 1-2

(28970) Commission Working Document: Proposal for an Inter-Institutional

— Agreement on Communicating Europe in Partnership
COM(07) 569

+ ADDs 1-2

Legal base —

Document originated 3 October 2007

Deposited in Parliament 12 October 2007

Department Foreign and Commonwealth Office

Basis of consideration EM of 26 October 2007

Previous Committee Reports None; but see (27265) 5992/06: HC 41-xvii (2006-07),
chapter 4 (18 April 2007), HC 41-v (2006-07),
chapter 4 (10 January 2007), HC 34-xI (2005-06),
chapter 5 (1 November 2006) and HC 34-xxii (2005-
06), chapter 4 (15 March 2006)

To be discussed in Council To be determined

Committee’s assessment Legally and politically important

Committee’s decision Not cleared, further information requested
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Background

5.1 Starting from what it saw as widely recognised gap between the European Union and
its citizens, the Commission first produced an Action Plan with a detailed list of specific
measures “to improve the way it communicates with citizens” and then “Plan-D for
democracy, dialogue and debate”, which was “intended to involve citizens in a wide-
ranging discussion on the European Union — what it is for, where it is going and what it
should be doing”.'” But these initiatives, the Commission said, would only succeed if all
“the key players” were involved — the other EU institutions and bodies; the national,
regional and local authorities in the Member States; European political parties; civil society.
Hence the Commission’s February 2006 White Paper, which put forward a number of
ideas under five main headings:

e Defining common principles of an EU Communications Policy, possibly in a
framework document or charter;

o Developing tools and facilities for improved public access to information;

e More effective involvement of the media and use of new technology in
communicating EU issues in the public domain;

e Improving measures to gauge public opinion; and

e Greater engagement between Member States, EU institutions and Civil Society
Organisations.

5.2 In his accompanying Explanatory Memorandum, the then Minister for Europe said
that the Government welcomed the approach underlying the White Paper but believed that
an EU communications policy must be formulated and implemented in co-operation with
Member States, respecting national circumstances, and that further discussion was needed
on the detail and framework of the initiatives outlined; and that he would respond “in due
course”.

5.3 When we considered the White Paper on 15 March 2006, we noted that, as with the
related Communication on “Plan-D”, the Minister had reiterated the necessity of
something the Commission had emphasised in its proposals regarding the primacy of
Member States and said nothing about any of the proposals. We found this surprising, in
that some were both interesting and uncontentious, e.g., the idea of broadcast discussions
between Commissioners and Member State politicians and/or citizens of current or
proposed Commission policies. We considered the White Paper relevant to the debate on
the “Plan-D: democracy, dialogue and debate”, in the hope that the Government would
take the opportunity that it should have taken in its Explanatory Memorandum to explain
at least its initial views, and kept it under scrutiny until the Minister let us have a
considered response. '®

17  Which we considered on 15 March 2006 (see HC34—xxii (2005-06) chapter 4) and was debated in the European
Standing Committee , 23 May 2006, cols. 3-36.

18 See headnote.
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5.4 He did so in a letter of 26 October 2006, which we considered and reported to the
House on 1 November 2006. It was clear that the Commission’s proposals were in some
important respects still a work in progress. The Minister himself drew attention to key
elements that he did not support or about which he was unclear and/or wanted further
information, and there were various aspects about which we felt the House would be
interested in learning more:

e acharter or framework document;

e proposals for joint open debates between the Commission, Parliament and the
European Parliament;

e what “an over-arching European communication policy” would contribute (or,
indeed, what it meant);

e a properly-costed case for an upgrade of the Commission’s Europe by Satellite
service;"”

o the proposal for a European Programme for Training in Public Communications;

o what added value would be derived from a report on information technologies and
democracy in Europe by the European Round Table for Democracy;

e how an independent observatory for public opinion would be funded, how its
independence would be guaranteed and how it would co-exist with the current
Eurobarometer structure; and

e how the Government would cooperate further with the Commission and European
Parliament offices in the UK on communicating more effectively on the workings
of the Institutions and making them more accessible and transparent.

5.5 We therefore asked the Minister to bring it up to date on each of these issues no later
than the Easter recess, but in the meantime asked him to let us know more about how the
“Europe Direct” concept was being developed and delivered in the UK, (e.g., how many
such Centres were planned? Where would they be? What was their “mission”? How much
would they cost to establish and run? How would they be financed?) and for his views,
forthwith, on the idea of broadcast discussions between Commissioners, about which he
continued to remain silent.

5.6 Given that the White Paper’s ambition — a fundamentally new approach, moving
decisively away from one-way communication to reinforced dialogue, from an institution-
centred to a citizen-centred communication, from a Brussels-based to a more decentralised
approach — the approaches taken, and their effectiveness were bound to continue to be
highly controversial, we also considered it relevant to any future debates on European
Union policy.”

19 The EU’s TV Information service Europe by Satellite (EbS): launched in 1995 and providing TV and radio stations with
EU related pictures and sound in up to 21 or more languages. The programming consists of a mix of live events,
stock shots and finished programmes on EU subjects produced by various EU Institutions and Directorates as well as
other broadcasters. See http://ec.europa.eu/avservices/ebs/welcome_en.cfm.

20 See headnote.
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5.7 In a further letter of 15 December 2006, the then Minister for Europe reported that,
since June 2005, 25 centres had opened in places such as libraries, chambers of commerce
and local government offices, part-funded by the Commission (up to 50%) and part-
funded by the host organisation, with the UK Commission Representation managing the
administration. The operating grant for each centre varied between €2,000 and €24,000 per
annum for three years (2006-09). The Minister was working closely with the European
Commission “to ensure that Europe Direct is a success”. The Commission were actively
looking for proposals for a further 10 in 2007.

5.8 Regarding the broadcasting proposal, the Minister supported “transparency and work
to promote greater public debate about the EU”. But any such broadcasts should be both
cost effective and use the appropriate media; the Commission themselves should fund this
project; any such broadcasts should “genuinely encouraged transparency and for example,
did not merely result in real negotiation and discussion being driven into the corridors”.

5.9 We noted that what we had in mind was not so much staged events as participation by
Commissioners, along with UK politicians and opinion formers, in current affairs
programmes on radio and television. As for the Europe Direct centres, we considered that
it would be important to ensure that they avoided proselytising and did indeed concentrate
on providing general information and practical advice on the EU.

5.10 Since then, the then Minister and his successor, the Minister for Europe at the Foreign
and Commonwealth Office (Mr Jim Murphy), have been in correspondence with the
Committee to provide updates* — most recently a letter of 12 July 2007: in a nutshell, he
and they were still awaiting the Commission’s follow up to its White Paper before
commenting further, which follow up work was expected in 2007.

The Commission Communication

5.11 The Commission has now produced these follow-up documents — a Communication
on “Communicating Europe in Partnership” and an accompanying Commission Staff
Working Document outlining a Proposal for an Inter-Institutional Agreement on
Communicating Europe in Partnership.

5.12 In its introduction, the Commission says that today’s Union is larger, more diverse and
deals with increasingly complex issues — globalisation, energy efficiency and
independence, mobility, competitiveness, migration, security and climate change — where
“the EU value added is significant but not easy to communicate”. A more sophisticated way
of working is required: “a partnership between different actors across European society to
deliver results that matter to European citizens and are adequately debated with them”.
The Commission says that “evidence suggests that there is an underlying conviction
amongst European citizens that our societies can only tackle today’s challenges by working
on a European scale”, which “shift in the purpose and focus ... fits well with the aspirations
of citizens”. The debate on Europe “must be taken beyond the institutions to its citizens”,
as emphasised by the 2007 June European Council “which underlined the crucial
importance of reinforcing communication with the European citizens, providing full and

21 See headnote.
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comprehensive information on the European Union and involving them in a permanent
dialogue”, particularly during the Reform Treaty ratification process and in the run-up to
the 2009 European elections. Against this background, “a properly conceived and
adequately resourced communication policy is an essential element in the range of EU
policies”, combining “proximity to the citizens together with a reach extending across the
Union and beyond its current borders to the countries aspiring to become members as well
as to the rest of the world.”

5.13 The Commission then explains how the EU is currently handling communications

efforts, and discusses ways in which these efforts could be improved under four broad
fields:

— Coherent and Integrated Communication
— Empowering Citizens

e including “Going local” and “Active European citizenship”
— Developing a European Public Sphere

» «

e including “The political dimension”, “The media and information services” and
“Understanding European public opinion”

— Reinforcing the Partnership Approach

) CC

e including “Working together with the Member States”, “Working together with the
European institutions” and an “Inter-institutional Agreement on communication”.

5.14 Specific proposals include:

— an inter-institutional agreement to provide a framework for better cooperation on the
EU communication process, while respecting the autonomy of EU institutions and
Member States;

— voluntary management partnerships with Member States as the main instrument of
joint communication initiatives;

— development of the network of European Public Spaces in the Representations;

— identification of aspects of school education where joint action at EU level could
support Member States;

— strengthening the Eurobarometer; and

— implementation of the Pilot Information Networks (PINs) to improve communication
between European and national politicians and with other opinion formers.

5.15 In addition, in the coming months, the Commission will also:

— “adopt a new internet strategy to support civil society networks and private or public
sector websites with an EU focus which promote contact with or between European
citizens;
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— adopt a new audiovisual strategy to support networks of broadcasters across Europe in
producing and broadcasting EU affairs programmes;

— launch a follow-up communication to Plan D, as well as a new set of Plan D civil society
projects, with the overall objective of supporting the ratification process for the Reform
Treaty and increasing participation in the 2009 European Parliament elections; and

— examine the possible consolidation and extension of recent successful experiences in
reinforcing the work of the Representations.”

5.16 The Commission document COM (2007) 569 proposes to use the existing structure of
the Inter-Institutional Group on Information* (IGI) as a mechanism to produce the Inter-
Institutional Agreement on Communications, with the aim of building a better consensus
across the EU Institutions on communications priorities by:

— defining broad guidelines for co-ordinated communication on EU issues;

— selecting the annual EU Communication priorities based on a proposal from the
Commission reflecting the Annual Policy Strategy (APS);

— adopting a common annual work plan of communication activities, based on actions
proposed by each institution; and

— monitoring the implementation and follow up of the annual common work plan.

5.17 The three areas proposed as communications priorities for 2008 are: Energy and
Climate Change; Institutional Settlement; and Intercultural Dialogue.

The Government’s view

5.18 In his 26 October 2007 Explanatory Memorandum, the Minister for Europe at the
Foreign and Commonwealth Office (Mr Jim Murphy) says that, so far as Subsidiarity is
concerned, an EU communications policy must be formulated and implemented in co-
operation with Member States, respecting national circumstances; he “welcomes the
Commission’s confirmation that Member States still have the autonomy to pursue their
individual communications policies on the European Union”.

5.19 He says that he will be examining the proposals in greater detail and in the meantime,
welcomes “the concept of openness underlying the Commission’s proposals and their
efforts to provide a more systematic and coherent communications strategy on what the
EU does and how it is working to deliver for citizens”. He is particularly in favour of the
adoption of Energy and Climate Change as EU communications priority areas for 2008.

5.20 Turning to the Financial Implications, the Minister notes that the estimated cost of the
Commission’s proposals for Communicating Europe in Partnership and for an Inter-
Institutional Agreement on Communicating Europe in Partnership is approximately €88

22 The Inter-institutional Group on Information (IGl) is the existing policy structure for agreeing EU communication
strategy and selecting common communication priorities for the EU institutions and Member States. It is chaired
jointly by the European Parliament, the Commission and the Presidency.
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million Euros; which, he says, the Commission has made clear will be met within existing
Commission budgets, with no need for additional funding.

5.21 Finally, on the Timetable, the Minister says that the Commission’s proposals have
been discussed by Member States officials at the Information Working Group (IWG); that
Member States were invited to provide responses at the most recent IWG meeting in
October; that it is anticipated that the IWG will adopt the Council Conclusions on 18
December; and that they well then be passed to COREPER (the Council of Permanent
Representatives) for discussion, and then on to a Council of Ministers meeting for
adoption in 2008. From there, the Minister expects the consolidated views of Member
States to be incorporated in to a future meeting of the IGI, as envisaged in Commission
document COM (2007) 569; indeed, he says, the UK stated its view before a meeting of the
IGI on 23 October 2007 “that the Member States should have the full opportunity to
consider and feed in views on the new papers, before any Inter-Institutional Agreement is
adopted at the IGL.”

5.22 The Minister then continues as follows:

“However, it should be noted that the Council’s Legal Service was tasked with
providing a view on the question: Would the Inter-Institutional Agreement as
envisaged by the Commission be compatible with EU law? On 24 October, the
Council’s Legal Service published a document (reference number 14243/07) which
called attention to their view that the proposed activities covered by the draft IIA do
not fall within the administrative autonomy of the institutions. Furthermore the
Council Legal Service gave the view that “the proposed IIA is not a matter of
administrative co-operation between the institutions (and possibly the Member
States), but a matter of political choice which requires a legal framework, adopted in
accordance with Treaty procedures.

“In view of this development, the UK is engaging with the Commission, Council and
other Member States through the Information Working Group in Brussels to discuss
the implications for the EU’s Communications proposals. The UK is playing an
active role in these ongoing discussions.

“The Government plans to provide a full, written response to the Commission
documents pending further discussion at the Information Working Group in
Brussels. The Government will also provide its view to the Parliamentary Scrutiny
Committees.”

Conclusions

5.23 There is plainly nothing remiss with the notion of integrating the communication
activities of the various Commission departments as effectively and coherently as
possible. Nor with the notion of Member States pursuing their own communication
policies, or co-operating with the Commission as they see fit. But the implied notion of
some sort of collective “vision” being pursued, with European taxpayers’ funds, to the
exclusion of alternative “visions”, is altogether more questionable — as is, clearly, the
notion that this can be put into place by administrative means.
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5.24 We accordingly look to the Minister to address these fundamental questions in his
response, along with his views on the detailed proposals.

5.25 We also trust that he will now finally be in a position to give us his considered
views on the issues raised in the earlier White Paper, as set out in paragraph 6.4 above,
all but the last of which remain unanswered.

5.26 In the meantime, we shall continue to retain the White Paper and both these
subsequent documents under scrutiny.

6 European Migration Network

(28858) Draft Decision establishing a European Migration Network
12481/07
COM(07) 466

+ ADD1 Commission staff working document: evaluation of the feasibility
of a European Migration Network

Legal base Article 66 EC; consultation; QMV

Department Home Office

Basis of consideration Minister’s letter of 25 October 2007

Previous Committee Report HC 41-xxxiv (2006-07), chapter 7 (10 October 2007)
To be discussed in Council December 2007

Committee’s assessment Politically important

Committee’s decision Not cleared; further information requested

Previous scrutiny of the draft Decision

6.1 The European Migration Network (EMN) was set up on an informal basis in 2002 to
collect, analyse and disseminate information on asylum and migration. In 2005, the
Commission published a Green Paper inviting views on possibilities for a new EMN.* In
the light of the responses, the Commission proposed this draft Decision to give the EMN a
proper legal base. It provides that the EMN’s objective should be to meet the needs of the
EC’s institutions, Member States and the public by providing up-to-date, objective, reliable
and comparable information on migration and asylum. Its tasks would include collecting,
analysing and disseminating information, publishing periodic reports on the state of
migration and asylum in the EC, and creating an internet-based system. The EMN would
comprise the National Contact Points (NCPs) and the Commission.

23 (27071) 15240/05 (COM(05) 606).
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6.2 The EMN would be guided by a Steering Board on which each Member State, the
European Parliament and the Commission would have one representative (each with one
vote), chaired by the Commission’s representative and with decisions taken by a two-thirds
majority of votes cast. The Steering Board would “participate” in the preparation of the
EMN’s annual work programme; review the EMN’s progress and make
“recommendations” for action when required; report at least once a year on the EMN’s
activities; identify the most appropriate bodies with which the EMN should cooperate and
approve the arrangements for such cooperation; and give “advice” to the NCPs on how to
improve their work when persistent shortcomings by an NCP might adversely affect the
work of the EMN.

6.3 Each Member State would be required to designate a National Contact Point
comprising three experts. Among other qualities, every NCP would have to be able to work
and write in an official EC language other than that of the Member States in which the
NCP was located. NCPs would be required to discharge the tasks of the EMN at national
level, including the preparation of an annual report on the state of migration and asylum in
its Member State, respond quickly to requests from other NCPs for information or analysis
and establish national networks of individuals and organisations concerned with migration
and asylum.

6.4 The Commission’s functions would include:

e coordinating the work of the EMN and ensuring that it reflects “the political
priorities of the Community in the area of migration and asylum”;*

e chairing the Steering Board;

e appointing a “service provider” to assist the Commission with the day-to-day
management of the EMN and the information system in particular;

e appointing two scientific experts to advise the Commission;

o adopting the EMN’s annual work programme after consultation with the Steering
Board and NCPs;

o making grants to NCPs for up to 80% of their costs;
o ensuring that the NCPs are capable of doing the work entrusted to them; and
o making reports every three years on the development of the EMN.

6.5 The information entered on the EMN’s information system would normally be
available to the public but access to information of “a confidential nature” could be
restricted to members of the EMN.?

6.6 The Commission proposes that the EMN’s total budget for 2007-13 should be €59.7
million.

24 Article 6(1).
25 Article 8(2).
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6.7 When we considered the proposal in October, the Minister for Immigration,
Citizenship and Nationality at the Home Office (Mr Liam Byrne) told us that the
Government was “generally supportive” of the draft Decision.” There were, however, some
points on which the Government has reservations or questions. The Minister also noted
that, since the proposal is made under Title IV of the EC Treaty, the Decision — if adopted
— would not apply to the UK unless the Government expressly opts into it. The
Government is considering whether to do so.

6.8 We recognised the usefulness of the European Migration Network and welcomed the
proposal to put it on a proper legal basis. But we shared the Government’s reservations
about some aspects of the draft Decision, In particular, we questioned whether the
proposed allocation of responsibilities between the Commission and the Steering Board
strikes the right balance. It is not clear to us, for example, why the Commission rather than
the Board should authorise the EMN’s annual work programme, So we decided to keep the
document under scrutiny and asked the Minister for progress reports on the negotiations.

The Minister’s letter of 25 October 2007

6.9 The Minister tells us that, in the Council Working Group’s discussions, several other
Member States have expressed concern about the proposed allocation of responsibilities,
He explains, however, that the EU’s financing rules require the approval of the annual
work programme to be a responsibility of the funding body (in this case, the Commission
because the payments for the EMN will come from the EU budget). But Article 6(4) of the
draft Decision has been amended to ensure that “the Steering Board’s oversight of the
EMN annual work programme is clear”. The amended Article says:

“After consultation of the National Contact Points and approval by the Steering
Board, the Commission shall, within the limits of the general objectives and tasks
defined in Articles 1 and 2, adopt the EMN’s annual work programme of activities”.

6.10 The Minister also tells us that:

e The Working Group discussed the proposal that decisions in the Steering Group
should require a two-thirds majority. It was agreed that this requirement was
necessary because of the difficulty of achieving unanimity in such a large Board. A
two-thirds majority would be preferable to qualified majority voting.

e The UK and other Member States expressed concern about the Commission
single-handedly selecting the service provider. The issue remains unresolved.

e The Commission has explained that the two “experts” would have no voting rights
in the Steering Board, The UK Government has proposed that there should be
“frequent rotation of expert members of the Board, to avoid undue influence by
any one country or institution”.

o Although the Decision does not contain provision expressly exempting the UK
from the requirement that its National Contact Point should be able to read and

26 See HC 41-xxxiv (2006-07), chapter 7 (10 October 2007).
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write in another official language of the EU, the requirement is unlikely to cause
difficulties in practice because English is the EMN’s default language and the Home
Office Immigration Research and Statistics Unit (the UK’s current NCP) includes
staff who can speak and write other official languages.

o The way in which the budget is to be allocated has not yet been decided.

e The Commission accepts that it is for the National Contact Points to decide if any
of the information it provides is “confidential” information and should not,
therefore, be made available for general release through the EMN.

Conclusion

6.11 We are grateful to the Minister for his helpful letter. It appears that some useful
progress has already been achieved in the negotiations. But much of importance
remains to be settled and we remain concerned about the balance of power between the
Commission and the Member States. Accordingly, we have decided to keep the draft
Decision under scrutiny pending further progress reports from the Minister.

7 Comitology
(28266) Draft Directive amending Directive 2006/43/EC on statutory audit of
5220/07 annual accounts and consolidated accounts, as regards the
COM(06) 903 implementing powers conferred on the Commission
Legal base Council Decision 2006/512/EC amending Council
decision 1999/468/EC provided for the “regulatory
procedure with a scrutiny”
Document originated 22 December 2006
Department Business, Enterprise and Regulatory Reform
Basis of consideration Minister’s letter of 11 October 2007
Previous Committee Report HC 41-xv (2006-07), chapter 7 (21 March 2007)
To be discussed in Council n/a
Committee’s assessment Legally and politically important
Committee’s decision Cleared on 21 March 2007; further proposal expected.
Background

7.1 Council Decision 2006/512/EC created a new comitology procedure called “regulatory
procedure with scrutiny”. The new procedure provides for an enhanced role for the
European Parliament in the comitology process and may be used for measures of general
scope which seek to amend non-essential elements of the basic instrument, where this has
been adopted under co-decision.
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7.2 Comitology refers to the procedures under which various committees oversee the
Commission’s exercise of its implementing powers. These procedures allow the Member
States, the Council and Parliament to exercise a measure of control over the delegation of
powers to the Commission.

7.3 Following adoption of Council Decision 2006/512/EC of the European Parliament, the
Council and the Commission agreed a joint statement which set out the basic principles
governing the new procedure including the scope of its application. In the joint statement
the institutions also agreed a list of measures to be amended and reintroduced under the
new “regulatory procedure with scrutiny procedure.” The list consisted of 26 proposals, all
of which were previously adopted under the co-decision legislative procedure and are now
adjusted to allow for the adoption of future implementing legislation by the Commission
under the new regulatory procedure with scrutiny.

The document

7.4 This proposal seeks to implement amendments to Directive 2006/43/EC so that in
future all comitology measures affecting the regulatory framework governing statutory
audits may be adopted under the new “regulatory procedure with scrutiny”, rather than the
regulatory procedure. It also proposes deletion of the “Sunset” clause under which the
Commission’s powers to adopt comitology measures would expire in April 2008.

7.5 We originally looked at and cleared this proposal in March 2007 as part of a list of 26
measures to be adapted to the new “regulatory procedure with scrutiny”.

The Minister’s letter

7.6 The Minister at the Department for Business, Enterprise and Regulatory Reform
(Stephen Timms) has now written to update us on the proposal’s progress through the
legislative process. He comments as follows:

“I am writing to update you on developments during the summer recess on the
proposed amendments to the Audit Directive. These relate to EM 5220/07.

“The relevant committee of the European Parliament has now approved the
Commission proposal, subject to a number of amendments. A vote by the
[European] Parliament on this proposal and 25 others will follow. Assuming it is
approved, I have indicated that the UK will support these amendments when the
Council meets to adopt the proposal, as have the other Member States. I now expect
the Audit Directive to be amended by April 2008.

“As with the proposal covered by the Explanatory Memorandum in February, this
amended proposal will remove the ‘Sunset’ clause, which would otherwise cause the
comitology powers in the Audit Directive to expire on 1 April 2008.

“Following the amendments, certain comitology decisions will be taken under the
regulatory procedure with scrutiny, which involves a process of consultation with the
European Parliament.
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“The amendments make clear that these comitology decisions can be used to define
criteria for assessing the equivalence of third country regimes for audit regulation,
when compared with the EU regime.”

Conclusion

7.7 We thank the Minister for his comments on the state of play regarding the cleared
proposal. We look forward to receiving the amended and updated proposal together
with further comments from the Government.

8 Free movement of products within the EU

(28374) Draft Regulation laying down procedures relating to the application
6313/1/07 of certain technical rules to products lawfully marketed in another
COM(07) 36 Member State and repealing Decision 3052/95/EC

+ ADD 1 Commission staff working document: Impact Assessment of the
proposal
+ ADD 2 Executive summary of the Impact Assessment
Legal base Articles 37 and 95 EC; co-decision; QMV
Department Business, Enterprise and Regulatory Reform
Basis of consideration Minister’s letter of 23 October 2007
Previous Committee Report HC 41-xi (2006-07), chapter 4 (28 February 2007);
and HC 41-xxii (2006-07), chapter 3 (16 May 2007)
To be discussed in Council 22-23 November 2007
Committee’s assessment Politically important
Committee’s decision Cleared

The present position

8.1 There is EC legislation which requires Member States to comply with common
requirements (“harmonised rules”) for certain products, such as animal and human food
and railway rolling stock. But most products are not subject to harmonised rules and each
Member State is free to have its own “technical rules” about, for example, the weight, size,
composition, labelling and packaging of products manufactured in its area. However,
under “the principle of mutual recognition”, unless there are exceptional reasons, a
Member State (“the State of destination”) may not forbid the sale of a product in its
territory, even if it is manufactured according to technical rules that differ from those of the
State of destination, if the product:

o islawfully marketed in one or more other Member States; and
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is not subject to EC legislation creating harmonised rules.

Exceptionally, the State of destination may prohibit the import if it can show that
restrictions on the sale are justified on the grounds specified in Article 30 of the EC Treaty
(such as the protection of human health) or there are overriding requirements of general
public importance recognised by the case law of the European Court of Justice (such as the
prevention of tax evasion or the protection of the environment).

8.2 In the Commission’s view, there are fundamental weaknesses in the Community’s
present arrangements because:

many businesses and national authorities are unaware of the principle of mutual
recognition;

there is legal uncertainty about the products to which mutual recognition applies;

there is widespread uncertainty about the burden of proof — businesses and
national authorities often believe that the onus is on the producer to show that the
imported product affords a level of protection equal to that required for an
equivalent domestic product, whereas the onus is on the national authority to
prove that the restriction on the import is justified; and

it is difficult for businesses to find out in advance whether the national authority of
another Member State will apply the principle of mutual recognition to a product.

So the Commission has proposed this draft Regulation.

Previous scrutiny of the draft Regulation

8.3 When we considered the proposal in February,” we noted that the draft Regulation:

Would apply where the national authority of a Member State decides, on the basis
of a “technical rule”, to prohibit the sale, or require the modification, of products
which are lawfully marketed in another Member State.

Require a national authority to send the producer a notice specifying the technical
rule on which its decision intends to prohibit or require the modification of an
imported product would be based and explain why the intended decision is
proportionate and justified. The producer would have 20 days to comment. The
national authority would then be required to send the producer notice of a firm
decision to prohibit or require modification of the product and tell the producer
how to appeal against the decision.

Require Member States to designate one or more “Product Contact Points”, which
would, on request, supply information about, for example, national technical rules
and available remedies in the event of a dispute between producers and the
national authorities.

27 HC41-xi (2006-07), chapter 4 (28 February 2007).
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8.4 The Commission estimates that the Regulation would not add to the costs of producers
or distributors and would increase the economic growth of the EC. Compliance with the
Regulation would increase the administrative costs of Member States by an unquantified
amount.

8.5 The then Minister for Trade, Investment and Foreign Affairs at the Department of
Trade and Industry (Mr Ian McCartney) told us that the Government supported the
principles behind the draft Regulation. But it was important to understand how the
provisions would interact with UK law. The Government would, therefore, be consulting
interested organisations about the proposal.

8.6 We recognised the benefits of reducing uncertainty about the application of the
principle of mutual recognition and removing unjustified obstacles to the free movement
of goods within the internal market. We understood, therefore, why the Government
supports the proposal in principle. We welcomed the Government’s intention of obtaining
the views of businesses, consumers’ organisations and others before it reaches conclusions.
Accordingly, we kept the draft Regulation under scrutiny pending information from the
Minister on the results of the public consultations and reports on the progress of the
negotiations.

8.7 In his letter of 9 May, the Minister told us that the negotiations had moved extremely
swiftly.

“The German Presidency has signalled its firm intention to reach agreement on a
General Approach for the text of the proposal at the May 21 Competitiveness
Council. The UK has expressed concern over the speed at which the text has been
negotiated, due to concern that potential benefits may be missed and potential
problems not fully addressed. However ... almost all Member States have given their
support to the Regulation.”

8.8 The Minister also told us that the Government was concerned about the interaction
between the draft Regulation and national laws on the hallmarking of precious metals; the
safety of goods; and bans and prohibitions on certain products (such as flick-knives). The
Minister added that the Government was working with the Presidency and the
Commission to ensure that the final text of the draft Regulation would fully address all of
the UK’s concerns.

8.9 When we considered the Minister’s letter,”® we could not see a sufficient reason for the
Presidency to push for an agreement at the Council meeting on 21 May. We were not
satisfied that Member States had had enough time to consult on the draft Regulation and
negotiate the details. We decided, therefore, to keep the document under scrutiny pending
further progress reports.

The Minister’s letter of 23 October 2007

8.10 In his letter of 23 October, the Parliamentary Under-Secretary of State for Trade and
Consumer Affairs at the Department for Business, Enterprise and Regulatory Reform (Mr

28 See HC 41-xxii (2006-07), chapter 3 (16 May 2007).
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Gareth Thomas) tells us that the German Presidency did not succeed in obtaining a
political agreement on the draft Regulation at the Council meeting on 21 May.

8.11 He says that:

“The proposed Regulation is an important single market tool and can bring great
benefits to UK/EU business. The principle is particularly important for SMEs, as
these companies do not have the means to research and comply with up to 30 sets of
national rules (including EEA countries). In their Impact Assessment, the
Commission estimates that national technical rules prevent EU companies from
marketing their goods in other Member States effectively reducing trade in goods
within the EU by up to 10% — or €150 million in 2000. The benefits far outweigh the
likely costs that were outlined in the letter of 9 May 2007; namely, an additional cost
of some £1 million to the Local Authority Coordinators of Regulatory Services
(LACORS) and a cost of establishing a product contact point of some £1 million with
some £400K in annual costs.”

8.12 The Minister tells us that the Government has completed the consultations and took
the responses into account in framing its negotiating objectives. Only two of those
objectives remain to be achieved:

e to ensure that any Member State may remove a product from the market immediately
if it poses a threat to the health and safety of third parties as well as the users; and

e to ensure that the Regulation does not affect Member States’ prior authorisation
schemes (for example, the requirement for precious metals to be hallmarked before
they are put on the market).

The Minister says that :

“The Commission and the Presidency are sympathetic to our outstanding issues and
we continue to work closely with them to resolve them.”

Conclusion

8.13 We share the Minister’s view about the potential benefits of the proposal. We also
welcome the progress that has been made in the negotiation of the draft Regulation. We
are content, therefore, to clear the document from scrutiny on the understanding that
the UK’s two outstanding concerns are settled to the Government’s satisfaction before
or at the Council meeting on 22-23 November.
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9 A European agenda for culture

(28632) Commission Communication on a European agenda for culture in
9496/07 a globalizing world
COM(07) 242

+ ADD 1 Commission staff working paper: inventory of Community actions
in the field of culture

Legal base —

Department Culture, Media and Sport

Basis of consideration Minister’s letter of 24 October 2007

Previous Committee Report HC 41-xxv (2006-07), chapter 3 (13 June 2007)
To be discussed in Council 16 November 2007

Committee’s assessment Politically important

Committee’s decision Cleared

Previous scrutiny

9.1 We previously considered this Communication in June 2007.* It has three main
sections. They are about:

e what the Community is currently doing through, for example, the Culture,
Education, Youth and Cohesion programmes and through the EU’s relations with
third countries and organisations such as the Council of Europe and UNESCO;

o the objectives of a European agenda for culture; and
e new partnerships and working methods.
9.2 The proposed objectives are to:

o promote cultural diversity and intercultural dialogue (through, for example,
supporting cross-border mobility of artists and works of art; and by helping people
learn foreign languages and improve cultural awareness through lifelong learning);

e promote culture as a catalyst for creativity and innovation as part of the Lisbon
strategy for economic growth and jobs (through, for example, training people from
cultural industries in entrepreneurship, management and finance; and encouraging
partnerships between the cultural sector and bodies concerned with research,
tourism and information and communication technologies); and

o promote culture as a vital element of the EU’s international relations with third
countries and international organisations (through both support for specific events

29 See headnote.
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and the systematic integration of a cultural element into all external and
development policies).

9.3 In the Commission’s view, the delivery of the proposed cultural agenda will depend on:

e developing the Commission’s relations with the cultural sector by, for example,
setting up a “Cultural Forum” to consult interested public authorities, charities,
foundations and businesses;

o extending the open method of coordination (OMC) to the cultural sector;*® and

o strengthening the arrangements to ensure that culture is taken into account in all
relevant policies within the EC, with third countries and international
organisations.

9.4 The Communication invited the Council of Ministers to endorse the objectives and
approve arrangements for reporting progress on them.

9.5 In June, the then Minister for Culture at the Department of Culture, Media and Sport
(Mr David Lammy) told us that the Government supports the three broad objectives
proposed by the Commission. The Government would hold public consultations on the
proposals for new partnerships and methods. The responses would be known by
September, in time for discussion of the Communication by the Council in November.

9.6 We concluded that the objectives proposed by the Commission are so broad that it is
difficult to judge whether they amount to anything new or are, in effect, a re-statement of
the principles which under-pin the European Community’s existing policies and
programmes relevant to culture. We did not doubt that the Commission could play a
useful part in assisting exchanges of information between those concerned with cultural
activities and could help identify and disseminate good practice. But culture is primarily
the responsibility of the Member States. We considered, therefore, that clarification was
needed of the proposal for the application of the open method of coordination and that
clear limits were needed to ensure proper observance of the principle of subsidiarity. We
asked the Minister to tell us the results of his Department’s consultations about the
Communication.

The Minister’s letter of 24 October 2007

9.7 The Minister for Culture, Creative Industries and Tourism at the Department of
Culture, Media and Sport (Margaret Hodge) tells us that there were only 19 responses to
the consultations. The respondents were broadly content with the Communication.

9.8 She also tells us that the Communication was discussed at an informal meeting of
Ministers of Culture on 28 September. The discussion led to the preparation of a draft
Council Resolution which:

30 In March 2000, the European Council defined the open method of coordination as a means to help Member States
develop their policies. It involves: agreeing non-binding European guidelines and timetables for short-, medium- and
long-term goals; establishing quantitative and qualitative performance indicators and benchmarks; translating the
European guidelines into national and regional policies; and monitoring and evaluating the results.
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welcomes the Commission’s Communication;
endorses the three strategic objectives;

agrees with the Commission’s proposals about the ways in which the objectives
would be achieved; and

sets the priorities for action between 2008-10. '

9.9 Those priorities would be to:

i)

improve conditions for the mobility of artists and members of other cultural
professions;

promote the cultural heritage through, in particular, digitisation, art education and
greater mobility of art collections;

ili) define comparable data and methods of collecting and analysing statistics on

cultural matters;

iv) maximise the potential of the cultural and creative industries and of SMEs, in

v)

particular; and

promote and implement the UNESCO Convention on the Protection and
Promotion of the Diversity of Cultural Expressions.

9.10 The Minister draws special attention to Articles 9 and 10 of the draft Resolution
which, she believes, succeed in meeting the UK’s concern about how the OMC would be
applied. Article 9 says expressly that the OMC would provide:

“a flexible and non-binding framework for structuring cooperation around the
strategic objectives of the European Agenda for Culture and fostering exchanges of
best practices”.

And Article 10 provides that:

“a) the OMC will be applied with a flexible approach suited to the cultural field, while
fully respecting Member States’ competences, including those of their regional and
local authorities and in accordance with the principle of subsidiarity. Participation of
Member States will be voluntary;

b) when implementing the OMC special attention shall be paid to the need to
minimise financial and administrative burdens upon the different actors, in
accordance with the principle of proportionality, as set out in the EC Treaty;

c) the objectives of the European Agenda for Culture will be implemented through
triennial work plans setting a limited number of priority actions, which the Council
determines as suitable to the OMC framework, as it is set out in the present
Resolution.”

31 Council Resolutions are not binding and cannot be enforced through the courts.
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9.11 The Council will consider the draft Resolution on 16 November.

Conclusion

9.12 We are grateful to the Minister for her helpful letter. In the light of what she has
now told us and, in particular, of the terms of Articles 9 and 10 of the draft Resolution,
we are content to clear the Commission’s Communication from scrutiny.

10 Assistance to candidate and pre-accession countries:
the CARDS programme

(28980) Court of Auditors’ Special Report No 5/2007 on the Commission’s
13811/07 management of the CARDS Programme

Legal base Article 248(4) EC

Deposited in Parliament 15 October 2007

Department International Development

Basis of consideration EM of 25 October 2007

Previous Committee Report None

To be discussed in Council To be determined

Committee’s assessment Politically important

Committee’s decision Cleared, but further information requested

Background

10.1 The Community Assistance for Reconstruction, Development and Stabilisation
(CARDS) programme supported Western Balkans countries (Albania, Bosnia and
Herzegovina, Croatia, Macedonia, and the then Federal Republic of Yugoslavia) to make
progress on post-conflict stabilisation and accession to EU membership, as part of the
Stabilisation and Association Process. €5.13 billion (£3.50 billion) has been provided under
CARDS between 2000 and 2006.

10.2 CARDS was one of a number of programmes of assistance that, during the previous
financial perspective, applied to acceding and candidate countries. The others were:

— the Phare programme, principally involving institution-building measures (with
accompanying investment) as well as measures designed to promote economic and
social cohesion;

— the ISPA programme dealt with large-scale environment and transport investment
support; and
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— the SAPARD programme supported agricultural and rural development.*

10.3 All these instruments have now been replaced by the new single, focussed Instrument
for Pre-accession Assistance (IPA). Existing projects under these former programmes will
continue, but all new pre-accession actions will now come under the new IPA, which came
into force on 1 January 2007.

10.4 IPA covers the countries with candidate status (currently Croatia, the former
Yugoslav Republic of Macedonia, Turkey) and potential candidate status (Albania, Bosnia
and Herzegovina, Montenegro, Serbia including Kosovo according to UNSCR 1244). It has
five components: transition assistance and institution building measures (with
accompanying investment); cross-border cooperation; regional development; human
resources development; and rural development. The latter three are for candidate countries
and are designed to mirror structural funds, thus necessitating the relevant management
structures to be in place. Potential candidates can benefit from similar measures
implemented through the component for transition assistance and institution building.

10.5 IPA component I entails national and multi-beneficiary projects, and comes under the
responsibility of the Directorate-General for Enlargement, which is also jointly responsible
for component II — cross-border cooperation — with DG Regions. DG Enlargement is
responsible for overall co-ordination.*

10.6 The IPA budget is €10.2 billion over the 2007-13 financial perspective, with €1.19
billion forecast for 2007.

The Court of Auditors Report

10.7 The Court of Auditors report reviews the Commission’s management of CARDS,
including a review of strategy and planning documents, guidelines and reports, as well as
the examination of a sample of CARDS projects over the period 2002-2005.

10.8 The Court concludes that the assistance was largely successful in contributing to
stabilisation and reconstruction, but was less effective in improving administrative
capacities, due to initially low concentration on institution building and insufficient
recipient capability to absorb the assistance provided.

10.9 The report makes four recommendations to improve future assistance:
— improve strategic guidance for the new Instrument for Pre-Accession assistance (IPA);

— ensure that implementation speed takes full account of beneficiaries’ absorption
capacities;

— establish an effective strategy for ensuring recipient country ownership; and

— extend best practice in monitoring and evaluation.

32 Turkey has in the past received pre-accession assistance via similar but different instruments, budget lines and
procedures.

33 For full details, see http://ec.europa.eu/enlargement/financial_assistance/index_en.htm.
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10.10 The Report also includes the Commission’s response to the Court of Auditors. On
the specific recommendations, the Commission says.

— Improve strategic guidance: Under the IPA, strategic guidance is given by country-
specific multi-annual indicative planning documents, which include a consolidated
assessment of the priorities for assistance, which should allow the IPA to be used to
take a much more strategic approach;

— Recipient country ownership and capacity: Recipient country ownership and
capacity has increased significantly between 2000 and 2006. The IPA regulation
provides for progressive decentralisation in accordance with the capacity of beneficiary
countries. The IPA will place significant emphasis on ownership by beneficiary
countries. For example, national programmes will be adopted by the Commission on
the basis of project proposals submitted by the beneficiary countries;

— Monitoring and evaluation: The Commission has provided a Guide on Self
Evaluation for Delegations, including guidance on lesson learning and result
dissemination. A system will also be put in place for a systematic follow-up of
evaluation recommendations.

The Government’'s view

10.11 In his 25 October 2007 Explanatory Memorandum, the Parliamentary Under-
Secretary of State at the Department for International Development (Mr Gareth Thomas)
says that he “strongly supports the Stabilisation and Association process, and recognises
the important role that the European Commission’s financial and political involvement in
the region has played in stabilising the region”. He also strongly supports the Western
Balkans’ European perspective and the efforts that they are making to prepare for EU
membership: “There remains much work to be done to prepare these countries for
accession, and CARDS and IPA assistance has a vital role to play in supporting their
reform efforts”.

10.12 He also welcomes the Court of Auditors’ report, “which makes a valuable
contribution to improving the management of these substantial programmes of assistance.
In particular, we welcome the strong emphasis on supporting recipient country ownership
and building their capacity to make good use of the assistance”.

10.13 Turning to the improvements that the Commission has made in response to the
issues raised by the Court, the Minister says that while IPA programming is still at an early
stage, he will work with the Commission and the IPA Management Committee; and makes
the following comments on specific recommendations:

o “Improve strategic guidance: The design of the Annual Programmes and Multi-
Annual Indicative Planning Documents has been improved under the IPA,
notably placing more emphasis on links to the EU’s overall strategy for the
country, lessons learned from previous assistance and complementarity to the
assistance of other donors. The Commission has also set up a Quality Support
Group to improve the effectiveness of IPA programming and promote lesson-
learning. A key role of this group is to assess the extent to which the strategic
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choices for assistance are underpinned by an assessment of needs and priorities,
including sectoral strategies and the European/Accession Partnerships and
Multi-Annual Indicative Planning Documents.

o  “Implementation speed and absorption capacity: We share the European
Commission’s assessment that absorption capacity is growing. The IPA
Regulation sets out detailed procedures for decentralisation of management.
While capacity in recipient countries varies, they are all making progress
towards decentralised management. The UK has also provided targeted
bilateral assistance to build the capacity of some governments in the region to
manage EU and other assistance, for example supporting the creation of a
Donor Assistance Coordination Unit in the Serbian government. The Quality
Support Group assesses projects’ readiness for implementation, level of
ambition, and the appropriateness of the chosen assistance method.

o  “Recipient country ownership: We welcome the Commission’s commitment to
national ownership, and the steps that have been taken, for example through
increasing the involvement of beneficiary countries in preparing the IPA
Annual Programmes for 2007. However, the UK continues to press the
Commission to do more to promote effective national ownership and increase
absorption capacity.

o  “Monitoring and evaluation: We also welcome the strengthened references to
monitoring and evaluation in the Commission Regulation — at the IPA
Management Committee the UK strongly supported the need for these
changes. The Quality Support Group will scrutinise the level of detail in ...
proposed projects, ensure that objectives are defined in terms of expected
results and that plans for monitoring and evaluation are in place. However, we
do have some concerns about the level of detail in project plans, and are
working with the European Commission to ensure that project documentation
provides sufficient detail to allow effective monitoring and evaluation.”

10.14 Finally, he says that he expects the Court of Auditors’ report to be adopted at a
Council in the autumn.

Conclusion

10.15 So far, the Commission has given the appropriate responses. But the proof of the
pudding will, as ever, be in the eating — effective monitoring and evaluation, and
making appropriate and timely changes where necessary — especially given that the
sums involved in the new Instrument for Pre-Accession assistance are double those in
the CARDS programme.

10.16 The Minister draws attention to the creation of a Quality Support Group in the
Commission, which is tasked with the issues highlighted by the Court of Auditors:
improving the effectiveness of IPA programming and promoting lesson-learning;
assessing the extent to which the strategic choices for assistance are underpinned by an
assessment of needs and priorities; assessing projects’ readiness for implementation,
level of ambition, and the appropriateness of the chosen assistance method;
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scrutinising the level of detail in proposed projects; and ensuring that objectives are
defined in terms of expected results and that plans for monitoring and evaluation are in
place.

10.17 So far, so good. But he also notes his concern as to whether the Commission is
doing sufficient to promote effective national ownership and increase absorption
capacity, and whether the level of detail in the Commission project plans and
documentation provides sufficient detail to allow effective monitoring and evaluation.

10.18 We have no questions to raise on the report itself, which we now clear.

10.19 But we do not want to wait another seven years for a similar report on the IPA.
We should accordingly be grateful if the Minister would let us know how the IPA’s
effectiveness, and the Commission’s central role in it, will be evaluated during the next
seven years, and how these evaluations will be scrutinised by the House.

11 European Development Fund in 2007 and 2008 and
forecasts of commitments and payments for 2009-12

(28985) Commission Communication: Estimate of commitments and
13846/07 payments and of contributions to be paid by the Member States for
COM(07) 599 2007 and 2008 and forecast of commitments and payments for 2009
to 2012
Legal base Article 8 of the Financial Regulation of 27 March 2003
on the 9th European Development Fund

Document originated 5 October 2007

Deposited in Parliament 16 October 2007

Department International Development

Basis of consideration EM of 29 October 2007

Previous Committee Report None

To be discussed in Council No date set

Committee’s assessment Politically important

Committee’s decision Cleared

Background

11.1 The 2003 Cotonou Agreement (successor to the Lomé Agreement) is the latest
development assistance agreement between the EC and the ACP (African, Caribbean and
Pacific) countries. It seeks to create a more favourable context for sustainable development
and poverty reduction, and to reverse the processes of social, economic and technological
marginalisation in the ACP States. Political dialogue between the Community and each of
the partner States (or regions) plays a key role in determining the nature and objectives of



54 European Scrutiny Committee, 1st Report, Session 2007-08

the assistance provided, and is based on respect for human rights, democratic principles
and the rule of law, and on good governance. There are special consultation procedures
and appropriate sanctions for dealing with human rights violations and serious corruption.
It seeks to encourage greater participation by civil society, the private sector and trade
unions, with a view to advancing democratic processes and transparency and ensuring that
cooperation projects prove more effective than in the past. Revisions agreed in 2005
strengthened the political dimension (by adding commitments regarding Weapons of
Mass Destruction, counter-terrorism and cooperation with the International Criminal
Court), introduced greater focus on the so-called “poverty diseases” and the UN
Millennium Development Goals, and improved implementation procedures.

The Commission Communication

11.2 This Communication is produced annually under Article 8 of the Financial
Regulation applicable to the 9" EDF.* It provides financial information to Member States
regarding commitments and payments in the current year, justification for the extent of
calls for contributions for the next EC financial year (2008), and estimates of the total
annual expenditure in each of the following four years (2009-2012). The UK’s share of the
current EDF is 12.69%.

11.3 The Commission notes that, since the entry into force of the 9th EDF in 2003, the
Member States have made direct contributions to the European Investment Bank (EIB) for
the instruments it manages (the Investment Facility and interest-rate subsidies), while
contributions for the old instruments managed by the EIB (risk capital and interest-rate
subsidies) still go through the Commission. The Communication “therefore draws a clear
distinction between EIB payments under the 9th EDF and Commission payments
(including payments under old instruments managed by the EIB)”.

11.4 In line with the joint statement made by the Council and Commission when the 9*
EDF Financial Regulation was adopted, the Communication consists mainly of tables
“accompanied by a few explanations to help interpretation”. These include:

— A graph that “clearly illustrates the upward structural trend in payments since
20007;

— Commitments estimated for 2007 and 2008;

— Payments estimated for 2007 and 2008;

— Financial Situation estimated for 2007 and 2008;
— 2007 EDF Contributions by Member States;

— 2008 EDF Contributions by Member States.

34 OJNo. L83, 1.4.03, p1.
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Commitments and Payments estimated for 2007 and 2008

11.5 The Commission says that it and the EIB have updated their forecasts of
commitments and payments for 2007 and 2008 for each of the ACP countries (and
Overseas Colonies and Territories), the payment forecasts in particular having been
compiled “with great care with the aim of helping the Member States to earmark amounts
that are as accurate as possible in their national budgets while ensuring that sufficient
financial resources are available for the EDF to avoid liquidity problems”. Annexes 1 and 2
show the new estimates for commitments and payments for 2007 and 2008 by region and
for the Peace Facility and Water Facility and for the Highly Indebted Poor Countries
initiative (HIPC).

11.6 The Commission says that the volume of commitments for 2007 (€3,450 million)
reflects the Commission’s pledge to use up all the funds made available by the 9th EDF
(including the balances remaining from previous EDFs). For 2008, the Commission notes
that “it is very difficult for the Commission and the EIB to fix an amount, since the volume
of commitments will depend on when the 10th EDF enters into force. For this reason, the
Commission and the EIB have not included an amount in this document.”

11.7 The Commission notes that the figures for payments in 2007 are “slightly lower than
estimated”, which is “primarily attributable to the situation in the Democratic Republic of
the Congo, which has delayed the payment of the second tranche of €100 million for the
Highly Indebted Poor Countries initiative (HIPC), and the carrying-over of certain less
urgent expenditure in order to reduce the third tranche of 2007 contributions as much as
possible”. As with commitments, the Commission and the EIB have yet to include figures
for the 10th EDF for 2008.

Calls for contributions in 2007 and 2008

11.8 Annex 3 gives an overview of the financial situation for 2006 and 2007 and Annex 4
and 5 show the annual contributions payable into the EDF by the Member States in 2007
and 2008. The total sum anticipated to be required from Member States for 2008 is €3,225
million (£2,247 million) of which the UK will contribute €410 million (£285 million). This
is an increase from €3,000 million for 2007 (UK contribution of €381 million or £265
million).

11.9 In 2008 the EC expects to make payments of €3,400 million (£2,369 million). In his 29
October 2007 Explanatory Memorandum, the Parliamentary Under-Secretary at the
Department for International Development (Mr Gareth Thomas) notes that this is above
€3 billion for the third year running, “continuing improved EDF performance and
effectiveness”. He notes that this figure does not include provisions for the 10th EDF as it
has not yet been ratified.

The Future (2009-2012)

11.10 The Commission’s forecasts for the following four years are set out in the table
below:
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Forecast EDF commitments and payments
2009-2012 (€million)*

2009 2010 2011 2012

Commitments

Commission 3750 3750 3750 3750
EIB 500 530 600 650
Total 4250 4280 4350 4400
Payments

Commission 3075 3325 3450 3500
EIB 430 470 500 510
Total 3505 3795 3950 4010

* including the 10th EDF

11.11 The UK’s share of EDF10 is 14.82%.

The Government’s view

11.12 The Minister notes that the Communication contains no new financial implications,
these being sums to which the UK is already committed under the ACP-EC Partnership
Agreement.

11.13 He also notes the continued upward trend in the level of real and expected
expenditure, against a background in which the UK and other Member States have in the
past criticised the slow disbursement of funds from the EDF and the main EC Budget. He
continues as follows:

“Improved levels of disbursements are a direct result of the reforms begun by the
Commission in 2000. Deconcentration of programme implementation to the field
has played an important role in achieving this. It has also helped improve the
accuracy of Commission forecasts and so assist budget management by Member
States’ treasuries. We will continue to press the EIB to improve its forecasting and
timely implementation of projects.”

11.14 Regarding the Commission and EIB undertaking to commit all the funds available
from EDF9 by the end of 2007, the Minister says that they then have to be spent by the end
of 2010; any unspent funds would be subject to a future Council Decision, and therefore to
parliamentary scrutiny at that time. He notes that the Commission has recently issued a
draft proposal to alter the commitment deadline for EDF9 (from end of 2007) for specific
activities, which will also be subject to parliamentary scrutiny, and regarding which he will
provide an Explanatory Memorandum shortly.

11.15 On the Timetable, he says that the Presidency will submit the Communication to the
Council before the end of the year.
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Conclusion

11.16 It is gratifying to note the continued benefits of the reforms begun in 2000
though, as the Minister rightly notes, there always remains room for improvement.

11.17 We look forward to scrutinising the immediate proposal to which the Minister
refers, and those relating to any unspent funds in due course.

11.18 In the meantime, we clear this document.

12 Future vehicle design

(28959) Commission Communication: Towards Europe-wide safer, cleaner
13922/07 and efficient mobility: the first Intelligent Car report
COM(07) 541

Legal base —

Document originated 17 September 2007

Deposited in Parliament 5 October 2007

Department Transport

Basis of consideration EM of 18 October 2007

Previous Committee Report None

To be discussed in Council Not known

Committee’s assessment Politically important

Committee’s decision Cleared, but further information awaited
Background

12.1 The Commission launched the i2010 Strategy in June 2005. It is its strategic
framework laying out broad policy guidelines for the information society and the media —
“a new, integrated policy is to encourage knowledge and innovation with a view to
boosting growth and creating more better-quality jobs”. It forms part of the revised Lisbon
Strategy.”® In the Mid-Term Review of its 2001 Transport Policy White Paper the
Commission committed itself to a “launch of a major programme to bring intelligent road
transport systems to market and to prepare infrastructure for cooperative systems” in
2008.° The Intelligent Car Initiative was launched in 2006 as part of the i2010 Strategy.”’
The Initiative’s objective is to accelerate the development and implementation of

35 (28521) 8108/07: see HC 41-xxii (2006-07), chapter 13 (16 May 2007).

36 (27648) 10954/06 + ADD1: see HC 34—xxxvi (2005-06), chapter 1 (19 July 2006) and Stg Co Debs, European Standing
Committee, 30 October 2006, cols. 3-20.

37 (27313) 6550/06: see HC 34—xxiii (2005-06), chapter 18 (29 March 2006).
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information and communications technology (ICT) based intelligent transport systems
(ITS) in Europe.

The document

12.2 In this Communication the Commission summarises progress, and the rationale for
Community action to ensure further development, in what it sees as three key areas: safer
vehicles, cleaner vehicles and smarter vehicles. The Commission notes that it has identified
ITS, which use ICT, as a key contributor to developing safer, cleaner and smarter vehicles.
It suggests that ITS deployment has previously been too limited and says that it aims to
publish, in the summer of 2008, a roadmap for such deployment, integrating intelligent
infrastructure and intelligent vehicles. This will draw on a consultation with interested
parties, planned to start in the autumn of this year. The Communication reports on
progress, proposes new measures and seeks further support from Member States and
industry for prompt implementation.

Safer vehicles

12.3 The Commission discusses a number of projects concerning safer vehicles. First is a
pan-European emergency call system, “eCall”, developed as part of the Intelligent Car
Initiative, which manually or automatically generates a call from a vehicle in the event of an
accident, establishing a voice link to the nearest emergency service and transmitting data
giving vehicle details and location.® This potentially reduces the emergency services’
response time and can save lives. The Commission says eCall has the potential to save up to
2,500 lives annually across the Community and:

o calls for national governments to act to enable a full-scale roll-out of pan-European
eCall by 2010;

e notes that nine [now twelve] Member States have signed the eCall Memorandum
of Understanding (MoU)* and calls on the remaining Member States to take
immediate steps to do so by the end of 2007. The MoU is not legally binding, but it
is identified in the Communication as “a clear commitment and support to the
timely implementation of eCall”. The UK has not signed the eCall MoU;

e calls on Member States to carry out pilot tests of eCall during 2007-2008 and to
upgrade emergency service infrastructures to handle eCalls by 2010;

e notes the requirement for eCall standardisation and recognises that progress in
European Telecommunications Standards Institute (ETSI) to achieve this has been
very slow. The Commission therefore sees a need to push forward eCall activity to
achieve its planned implementation date of 2010;

38 (26852) 12383/05 and (28122) 15932/06: see HC 34—ix (2005-06), chapter 6 (9 November 2005) and HC 41-ix (2006—
07), chapter 3 (7 February 2007).

39 The European Memorandum of Understanding for Realisation of Interoperable In-Vehicle eCall MoU “is to secure
the realisation of” eCall. It is not legally binding “rather, it is an expression of the individual and collective
commitment of the signatories to work in partnership in order to realise a shared objective to the benefit of
everyone”. It “creates a framework for the introduction of in-vehicle emergency call at all levels in the emergency
call chain”. See
http://europa.eu.int/information_society/activities/esafety/doc/esafety_library/mou/invehicle_ecall_mou.pdf .
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o calls for the European standardisation organisations to complete the standards
required by mid-2008 and for Member States and industry to work together to
achieve these standards. The Commission will begin negotiations with European,
Japanese and Korean car manufacturers on the voluntary inclusion of eCall as
standard in all new vehicles from 2010; and

e notes that new regulatory actions on the implementation of eCall may be
considered in 2008, depending on progress.

12.4 Secondly, the Commission considers Electronic Stability Control (ESC), a vehicle
safety technology which can help to prevent crashes by reducing the danger of skidding.
According to Euro NCAP* ESC could save 4,000 lives each year on the Community’s
roads. The Commission notes that the availability of this technology is still low and varies
greatly from market to market. It is therefore looking to take steps to improve this
availability through launching a consultation in 2007. This will include examining the
option of making ESC mandatory equipment.

12.5 The Commission then considers Advanced Driver Assistance Systems (ADAS), which
help the driver to avoid accidents. It says a number of studies have shown the potential for
these systems to have significant safety benefits. The European Code of Practice for the
development and testing of ADAS was published in 2007 to assist manufacturers in the
development of these systems and address their concerns about legal liability.
Demonstrations of the performance of ADAS systems have so far been carried out on a
limited scale.

12.6 Results from the eSafety Forum* indicate that, without action to encourage the take-
up of ADAS, the penetration rates will be low compared to their potential to reduce
accidents and casualties. This is due partly to the manufacturers’ concerns over the legal
liability for systems that have the potential to take over control of the vehicle. The
Commission also identifies a lack of consumer demand despite the potential benefits of
ADAS. It is therefore looking to support the adoption of ADAS in vehicles. The
Commission suggests that Field Operational Tests offer the opportunity to study driver
behaviour and the functional performance of these systems in the real environment over a
period of time that should give statistically useful data.

12.7 More generally, on safer vehicles the Commission says it will produce a set of
guidelines on incentives for intelligent vehicle systems by mid-2008, including exploring
the possibility for Member States to introduce associated tax schemes, and Field
Operational Tests of ADAS will begin by mid-2008. The Commission will set up further
campaigns to promote awareness of intelligent car systems.

40 European New Car Assessment Programme — “Euro NCAP’s aim is to provide motoring consumers — both drivers
and the automotive industry — with a realistic and independent assessment of the safety performance of some of
the most popular cars sold in Europe.” — see http://www.euroncap.com/home.aspx .

41 http://www.esafetysupport.org/en/esafety_activities/esafety_forum
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Cleaner Vehicles

12.8 The Commission notes that, although emissions have declined in the last few years,
cars still produce a large amount of greenhouse gases and transport is a major energy
consumer. In February 2007 the Commission published a Communication** outlining its
plans for car fuel efficiencies so as to achieve average carbon dioxide emissions from new
cars equivalent to 120g/km by 2012. It has proposed legislation to require the average new
car fleet to reduce to 130g/km, which would be made up of improvements to the main part
of the car, with another 10g/km equivalent saving being made from other means —
“complementary measures”.” Amongst such means the Commission identifies low
resistance tyres, tyre pressure monitoring and gear shift indicators.

12.9 The Commission wishes to maximise any benefit that the use of ICT can bring. The
new eSafety Forum working group on “ICT for clean and efficient mobility” will work with
the Commission to identify the potential benefits of the use of ICT systems to improve
transport efficiencies and consequently to reduce carbon dioxide emissions. This work will
help the Commission to suggest the best way to implement ICT based low- carbon dioxide
technologies for vehicles and the transport infrastructure.

Smarter Vehicles

12.10 The Commission notes that in recent years there has been a significant increase in
the number of navigation devices and other information systems installed or used in
vehicles. The market in personal navigation devices has grown from 3.8 million devices in
2005 to over 9 million in 2006. The Commission recognises the potential positive benefits
these devices can provide. However there are concerns over the safe use and safe fitting of
devices in the vehicle and how they interface with other in-vehicle systems. In December
2006 the Commission adopted an updated European Statement of Principles on in-vehicle
information and communication systems, which provides guidelines for the design and
installation of these devices with respect to improving the “human-machine interaction
(HMI)” 4

12.11 The Commission is committed to monitoring the implementation of these principles
between 2006 and 2008 and will work closely with stakeholders to improve the safety
performance of these devices. It will also work with the relevant stakeholders to address
existing safety concerns. The results of these activities will be used to inform future actions
as part of the 2008 ITS deployment roadmap.

12.12 The Commission says cooperative systems, based on the concept of vehicle-to-
vehicle and vehicle-to-infrastructure communication, have the potential to bring about
significant road safety and network efficiency benefits. Cooperative systems require further
research and development and the Commission is keen to support this. The Commission’s
objective is to develop an interoperable systems architecture, a common communications
architecture and an adequate radio spectrum.

42 (28368) 5746/07 + ADDS 1-2: see HC 41—xviii (2006-07), chapter 13 (25 April 2007).
43  (28366) 6204/07: see HC 41—xvi (2006-07), chapter 10 (28 March 2007).
44 See Commission Recommendation 2007/78/EC, OJ No. L 32, 6.2.07, p.200.
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12.13 The Commission is supporting further research and development into cooperative
systems and calls on interested parties to work towards an open, standardised system. It
will also continue to work with the Radio Spectrum Committee to solve any issues around
the allocation of a spectrum for co-operative systems in the frequency range 5.9 GHz.

The Government’s view

12.14 The Minister of State, Department for Transport (Ms Rosie Winterton) comments
first on the Safer Vehicles section of the Communication, saying that it is one of the
Government’s objectives to improve road safety and it supports in principle any action that
would bring real benefit in this area. She adds, however, that each initiative needs to be
considered on its merits and the relative costs and benefits measured. Commenting then
on the specific suggestions in this section the Minister turns first to the Commission’s
proposals for action on eCall.

“Member States should sign the MoU by the end of 2007”

12.15 The Minister says that, whilst the MoU is not legally binding, signing it is
increasingly being seen by the Commission as a commitment to implement eCall.
Deployment of eCall would have an impact on industry stakeholders (car manufacturers
and mobile network operators) as well as Government. Following consultation with
stakeholders, the Government feels that a number of issues need further consideration:

e Community research had concluded there would be a strong benefit-cost ratio for
implementing eCall across Europe, but it was not clear whether this business case
would transfer to the UK;

o the Department for Transport commissioned research to examine the impact of
eCall in the UK, including predicted costs and benefits. The findings of this study
highlighted a number of issues for UK businesses that need careful consideration.
The costs and benefits for the UK are being examined and will be a key element on
reaching a decision on whether to sign the MoU. In the meantime, the
government’s position is not to sign the MoU; and

e uncertainty also remains around eCall functionality and the technical specification
— this has prevented the completion of a full impact analysis.

“Member States should carry out pilot tests of eCall during 2007-2008 and
upgrade emergency rescue infrastructures to handle eCalls by 2010”

12.16 The Minister comments that a decision on signing the MoU will have a bearing on
whether pilot tests will be an appropriate step. In any case, discussion with the Commission
will be necessary to resolve uncertainties surrounding the eCall functionality and
specification, if any pilot tests are to be effective. The suggested timings appear ambitious.
She continues that the Government has already implemented the requirements to support
the European emergency number (112) and, in the case of mobile calls, the mobile network
operators provide the required location information. The impact of eCall on the
emergency services requires further examination, which would be addressed in any
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implementation plan. The Government is also seeking clarification on suggested call
handling protocols.

“New requlatory actions on the implementation of eCall may be envisaged in
2008"

12.17 The Minister says the Government does not support Community-level regulation on
this issue because of the different levels of emergency service cover across Member States
and the lack of a full impact assessment to recommend this. It is for national governments
to decide on solutions for their citizens, although it remains important for any system to be
interoperable across Europe — any specific proposals will be examined in detail and will
form part of further discussion with the Commission. She adds that the Government
supports the work of the European standardisation organisations ETSI and CEN
(European Committee for Standardisation) to complete the standards required for pan-
European eCall, although the target date of mid-2008 is ambitious — it is important that
this work takes into consideration the needs of all Member States and key stakeholders.

12.18 Turning then to ESC the Minister tells us that a study by the Department for
Transport concluded that, if ESC had been fitted to all passenger cars, about 380 fatal
accidents could have been prevented in 2005. This equates to a 25% reduction in the risk of
being involved in such an accident. The benefit of ESC is even greater in adverse road
conditions such as rain and snow. She says, therefore, that the Government welcomes the
Commission’s commitment to increase the availability of ESC on a wide range of vehicles.
To this end the Government has supported the work of the eSafetyAware! platform and, in
particular, the ChooseESC! Campaign® launched earlier this year. It considers that
improving consumer awareness of ESC is an important way of encouraging wider uptake
of the technology. In the short term, the Department for Transport is planning to place
advice about ESC on the Direct Gov website.

12.19 The Minister concludes that in the long term the Government believes that ESC
should be required on all vehicles, as it is only by doing this that ESC will fully penetrate
the vehicle fleet and be fitted on the full range of vehicles, rather than solely on more
expensive models. Introducing a mandatory requirement should be possible by the end of
2008, once technical requirements for the assessment and approval of ESC have been
agreed in the United Nations Economic Commission for Europe.

12.20 On ADAS the Minister says that the Government supported the development of the
European Code of Practice for the development and testing of ADAS and the Department
for Transport is setting up a workshop with manufacturers to explore its implementation.
In principle the Government has offered its support to the Field Operational Tests planned
for 2008 and is currently in discussions with UK organisations proposing to carry out this
work, to ensure that any tests meet its needs.

45 "eSafetyAware! seeks to accelerate the market introduction of ... life-saving technologies by organising information
campaigns and dedicated events aimed at creating awareness of eSafety benefits among policy-makers and end-
users.” See http://www.esafetyaware.eu/en/about_esafetyaware/about_esafetyaware.htm and
http://www.chooseesc.eu/ .
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12.21 Finally on this section the Minister tells us that the Government does not support
financial incentives for Intelligent Vehicle Systems and any guidelines the Commission
produces will need to be examined with care. The Government will need to consider the
potential impact on the UK of any incentive schemes that may be recommended by the
Commission in 2008.

12.22 On the section of the Communication dealing with Cleaner Vehicles the Minister
says the Government supports in principle the Commission’s intention to legislate on car
fuel effectiveness. The Government is carrying out analysis on likely impacts according to
different possible structures of implementation — so it is too early to speculate accurately
on costs and other impacts. An aspect that the Government wishes to see ensured is that
the eventual proposals should take into account the current diversity of the car market (and
manufacturing industry) in the Community. She comments further:

e how manufacturers reach their contribution to the 130g/km carbon dioxide target
would be their decision — it is not possible to say what contribution intelligent
systems would make;

e however, the Commission is likely to be more prescriptive over “complementary
measures”;

o the Government thinks it essential that the Commission clarifies whether the list
proposed will be an exhaustive one, and how it proposes to allocate emissions
savings to each measure;

o vehicle manufacturers have in the past argued for the list to be kept “open” — so
long as emissions savings from novel measures could be documented — and it is
likely that the additional measures would have included some that involved
intelligent systems;

e a factor affecting the ability of vehicle manufacturers to achieve lower-emitting
vehicles is the inclusion of safety features in cars. Manufacturers claim that their
progress towards reducing g/km emissions has been constrained by a
simultaneously ongoing legislative or normative push for improved car safety —
many of the features being required or expected, for example airbags, adding to the
weight, and therefore fuel consumption, of the vehicle; and

o the safety features most recently proposed may not be of this nature, but achieving
concurrence between “safer” and “efficient” is not straightforward.

12.23 In relation to the Communication’s section on Smarter Vehicles the Minister says
the Government was closely involved in the development of the European Statement of
Principles and therefore welcomes any moves to encourage their implementation. She
continues that the Department for Transport is reviewing its existing licensing scheme for
navigation systems that have a dynamic element, that is those that can receive information
on the current traffic situation and plan an alternative route for the driver in real time — to
ensure there is no conflict in the future the results of this review should be used to
influence any ITS deployment roadmap developed by the Commission.
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12.24 Turning to cooperative systems the Minister says the Government recognises their
potential benefit for road safety and supports the Commission’s work in enabling further
research and development and in achieving common standards in this area. The
Government continues to explore the legal, administrative, technical, institutional,
implementation and public acceptance issues so that a balanced view is reached. It also
supports the Commission’s discussions with the Radio Spectrum Committee to agree a
suitable frequency band for cooperative systems. However it considers it important for any
cooperative system not to infringe neighbouring bands, such as 5.8GHz which is used for
European tolling. The use of frequencies close to this range will need to be carefully
monitored.

12.25 The Minister says the Communication has financial implications for the UK:

o the eCall MoU raises the possibility of fiscal incentives and the document suggests
the Commission will produce guidelines on incentives for intelligent vehicle
systems aimed at examining the possibility of tax incentives;

e any eventual implementation of eCall will bring associated costs, most notably for
the in-vehicle equipment, which is likely to fall to consumers; and

o there would also be costs to the mobile network operators, and to the Public
Service Answering Points.

She says these implications are under review as part of the consideration of whether the
Government should sign the MoU and will be the subject of updated information to us in
the near future. But, as the precise technical solution for eCall has not yet been finalised, a
full Regulatory Impact Assessment is not possible at this time.

12.26 Finally, the Minister tells us about the Government’s consultations. She reminds us,
as mentioned earlier that eCall is already a subject of discussion between a wide range of
interested stakeholders. Interested parties have raised a number of concerns which have
informed consideration of whether to sign the MoU. These concerns will need to be
addressed and further discussions held if the Government decides to sign the MoU. The
Minister says also that the Government undertook a mini-consultation last year on future
options to address car carbon dioxide emissions. It also meets stakeholders, formally and
informally, and generally solicits input on the possible shape of future Community
legislation on this subject. The Government intends to consult formally next year on the
Commission’s legislative proposals, once published.

Conclusion

12.27 This Commission Communication usefully draws together the latest information
on the Intelligent Car Initiative. It does not of itself raise any immediate issues and we
clear the document.

12.28 However we remind the Minister that:

o we will expect to see in the usual way any legislative or financial proposals which
may emerge in the future; and
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o whilst we accept that it is not possible yet to prepare a full Regulatory Impact
Assessment on eCall, we still await the partial one her predecessor promised us
in December 2006.*¢

13 Vehicle type approval

(28996) Draft Regulation on type approval of hydrogen powered motor
13927/07 vehicles and amending Directive 2007/46/EC
+ ADDs 1-2

COM(07) 593

Legal base Article 95 EC; co-decision; QMV
Document originated 10 October 2007

Deposited in Parliament 17 October 2007

Department Transport

Basis of consideration EM of 31 October 2007

Previous Committee Report None

To be discussed in Council Not known

Committee’s assessment Politically important
Committee’s decision Cleared

Background

13.1 New motor vehicles are subject to construction standards harmonised across the
Community under a system of type approval. Type approval requires vehicles and vehicle
components or systems to be tested against standards by a government or third party test
laboratory before going on sale. The safety of petrol and diesel fuel systems fitted to new
vehicles has been regulated for many years and in recent years safety standards have been
adopted as well for alternative fuels, such as liquefied petroleum gas and compressed
natural gas.

13.2 There is increasing interest the use of hydrogen as a fuel, whether by burning it in an
internal combustion engine or by using it in a fuel cell. Hydrogen is one of a number of
fuels with the potential to reduce greenhouse gas emissions.

The document

13.3 This draft Regulation would introduce rules for new motor vehicles which use
hydrogen as a fuel. It would set clear requirements for manufacturers throughout the
Community and ensure Member States do not set different requirements, so as to avoid

46 See footnote 38.
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risking fragmentation of the market and delaying the uptake of hydrogen vehicles. The
draft Regulation sets out the proposal’s scope and timing, the various components, such as
valves, tanks and pipes, of a hydrogen fuel system which must be tested and the kinds of
tests required. The full specifications of tests are to be established in a Commission
Regulation* to be adopted under comitology procedures.*

The Government’'s view

13.4 The Parliamentary Under-Secretary of State, Department for Transport (Jim
Fitzpatrick) says the Government welcomes the proposal as it would:

o assist early development and testing of hydrogen fuel technology, which has the
potential to contribute to Government targets for reductions in greenhouse gases;

» assure the safety of hydrogen vehicles, in order to help meet Government casualty
reduction targets; and

e by introducing common standards, bring some certainty, which would be
welcomed by the industry.

13.5 The Minister adds that:

o the department has been contacted by a few companies planning to produce
prototype hydrogen vehicles to request information on safety standards; and

o mass production of hydrogen vehicles is thought to be up to 20 years away.

Conclusion

13.6 This draft Regulation deals with a potentially important development and so we
draw it to the attention of the House. However, the proposal seems otherwise
unexceptionable and we clear the document.

47 The proposal is following the “split level approach” which is aimed at reducing the complexity of co-decision
legislation on technical subjects such as vehicle type approval by providing for fundamental framework provisions
and for subordinate Commission legislation on details in the co-decided legislation.

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



European Scrutiny Committee, 1st Report, Session 2007-08 67

14 Improving the acquisition and preservation of
supplementary pension rights

(28993) Amended Draft Directive on minimum requirements for enhancing
13857/1/07 worker mobility by improving the acquisition and preservation of
COM(07) 603 supplementary pension rights

Legal base Articles 42 and 94 EC; co-decision; unanimity
Document originated 12 October 2007

Deposited in Parliament 17 October 2007

Department Work and Pensions

Basis of consideration EM of 30 October 2007

Previous Committee Report None; but see (26962) 13686/05: HC 34—xii (2005-06),

chapter 5 (30 November 2005); and HC 41-xxi (2006-
07), chapter 14 (9 May 2007)

To be discussed in Council 5-6 December 2007
Committee’s assessment Politically important
Committee’s decision Cleared

Legal background

14.1 Article 39 of the Treaty establishing the European Community (the EC Treaty)
declares that “freedom of movement for workers shall be secured within the Community”.
Article 42 requires the Council to adopt such social security measures as are necessary to
provide freedom of movement.

14.2 Article 94 of the EC Treaty authorises the Council to adopt Directives for the
approximation of the laws, regulations and administrative procedures of the Member
States which affect the establishment or functioning of the common market.

The present position

14.3 Since 1971 there has been extensive Community legislation on the protection of the
statutory rights to social security of workers who move between Member States.* But EC
legislation on supplementary pension schemes is confined to a Directive which requires
Member States to ensure that the treatment of the supplementary pension rights of a
worker who moves to another Member State is not less favourable than the treatment they
would have received if the worker had moved within the Member State where the pension
rights were accrued.”

14.4 At present, people may be deterred from moving from one employment to another if,
for example, there is a waiting period before they can join the company’s occupational

49 Council Regulation (EEC) No. 1408/71, OJ No. L 149, 5.7.71, p.1.
50 Council Directive 98/49/EC, OJ No. L 209, 25.7.98, p.46.
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pension scheme or they have to be a member of the scheme (and make contributions to it)
for several years before their pension entitlements are triggered. In the Commission’s view,
such requirements are contrary to the provisions of the EC Treaty on free movement of
workers and they impede the achievement of the Lisbon goals for 2010.

The Commission’s original proposal

14.5 Accordingly, in 2005 the Commission proposed the first draft of a Directive’ to
facilitate the exercise of the right of workers to freedom of movement within the European
Community by requiring Member States to ensure that:

o there are common minimum standards for the acquisition of supplementary
pension rights (acquisition);

o pension rights left in pension schemes after the employee has left are not penalised
compared to the rights of active members (preservation of dormant rights); and

o workers have access to the information they need in order to make an informed
choice about the effect that a move would have on their pension rights
(information).

Employers would not be required to provide supplementary pension schemes; but if they
choose to do so, their schemes would have had to be compatible with the requirements of
the Directive.

14.6 When we considered the first draft of the Directive in November 2005, the
Government told us that the proposal was largely in line with existing UK legislation. It
was possible, therefore, that no significant changes would be needed to UK supplementary
pension schemes. In that event, it was unlikely that there would be any significant new
costs or benefits. But if the Directive were to require changes to the UK schemes, there
could be additional costs and benefits. The negotiations on the proposal were at such an
early stage that it was not possible to know what the impact would be.

14.7 We could see no objection, in principle, to the draft Directive. It seemed likely that the
negotiations would be long and detailed, leading to the preparation of revised texts. So we
asked the Government to send us progress reports and decided to keep the document
under scrutiny meanwhile.

The Presidency’s revised draft

14.8 In May 2007, the Parliamentary Under-Secretary of State at the Department for Work
and Pensions (Mr James Plaskitt) sent us the German Presidency’s revised draft of the
Directive and a commentary on it. The revised draft contained a large number of
amendments. Most of them clarified or elaborated on the provisions of the Commission’s
original proposal. But some were substantial; for example, the Article in the original draft
about the transferability of accrued rights had been omitted.

51 (26962) 13686/05.
52 See HC 34-xii (2005-06), chapter 5 (30 November 2005).
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14.9 The Minister told us that the Government was content with the Presidency’s draft
subject to a few points, none of which was particularly contentious. He added that the
Presidency intended to seek a political agreement on the draft Directive at the Council
meeting on 30 May. The Government wished to give the Presidency its full support.

14.10 We shared the Minister’s view that the Presidency’s text was to be preferred to the
original draft. We noted that there were only a few minor points on which the Government
aimed for further amendments and we had no other points to raise. We decided, therefore,
to clear the deposited document from scrutiny. We also saw no objection to the
Government taking part in a political agreement on the Presidency’s draft of the Directive
at the Council meeting on 30 May.

14.11 In the event, Member States were unable to achieve unanimity and the meeting in
May did not reach a political agreement.

The Commission’s amended draft of the Directive

14.12 The Commission has now produced a further draft of the Directive. It take account
of the amendments included in the Presidency’s text and of the amendments adopted by

the European Parliament on 20 June 2007 at its first reading of the Commission’s original
draft.

14.13 The Commission considers that most of the European Parliament’s 34 amendments
are acceptable in full, in principle or in part. Most of them do not affect the substance of the
proposal. But some do. For example: the latest draft:

e defines “supplementary pension scheme” as “any occupational retirement pension
scheme established in conformity with national legislation and practice and linked
to an employment relationship, intended to provide a supplementary pension for
employed persons” (Article 3(b));

o defines “vesting period” as “the period of active membership of a scheme, required
under national law or the rules of the supplementary pension scheme, in order to
trigger entitlement to a supplementary pension” (Article 3(da));

e provides that where active membership of a scheme is made conditional on a
period of employment (“a waiting period”), the period is not to exceed one year
(Article 4(a)) — the original draft contained nothing about waiting periods ;

o provides that where a “vesting period” is required, it is not to be more than one
year for active members aged more than 25 and, for active members of less than 25,
not more than five years (Article 4(c)) — the original draft proposed a maximum
period of 2 years at any age; and

o the revised Article 6 would give active members of supplementary pension schemes
the right to obtain more extensive information about their pension entitlements
and the conditions attached to such rights.
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The Government’s view of the Commission’s amended draft

14.14 The Minister tells us that the Government has two reservations about the latest
draft of the Directive:

o there is no UK legislation on waiting periods and the Government does not accept
the proposal to set a maximum waiting period of one year; and

o the UK’s policy is that the vesting period — that is, the period of membership if a
scheme before pension entitlements are triggered — should not exceed two years
for anyone aged 21 or over.

The Government expects that it will be able to negotiate, with the support of other Member
States, acceptable amendments on both points. If satisfactory changes can be achieved, the
Government plans to support the agreement of the Commission’s revised draft at the
Council’s meeting on 5-6 December.

14.15 The Minister has also sent us his Department’s revised Impact Assessment. It says
that the principal costs arising from the proposed Directive would be the additional
administrative costs incurred by pension schemes and employers and increased
contributions to pension schemes by employers. The main benefits would accrue to the UK
and the EC generally through the reduction in obstacles to the free movement of workers.
There would also be benefits to UK subjects employed in other Member States whose
pension rights are not currently protected.

14.16 According to the Impact Assessment, the proposal to set a maximum waiting period
of one year would cost employers an additional £140 million a year in extra pension
contributions and would cost employees about £40 million a year. The total net present
value of the costs (NPV), based on a calculation for the period 2008 to 2050, would be £4.6
billion. The increase in retirement saving would be about £180 million a year and would
accrue to employees who were scheme members. The NPV of the benefits is estimated to
be £4.6 billion.

14.17 The Department has also estimated the costs and benefits of the proposed vesting
period. The costs to employers could be between £130 million and £260 million a year; and
the annual costs to employees between £45 million and £90 million. On that basis, the
benefits to employees from increased retirement savings would be between £175 million
and £350 million. The NPVs of both the costs and benefits would be in the range £4.6
billion to £9.2 billion (from 2008 to 2050).

Conclusion

14.18 It remains our opinion that this draft Directive to reduce obstacles to the free
movement of workers by setting common minimum requirements for supplementary
pensions is desirable and proportionate. Most of the amendments incorporated in the
Commission’s revised draft seem to us to improve the clarity of the measure without
affecting the substance of the proposal. But we understand the Government’s
reservations about the new provisions on waiting periods and vesting periods. On the
understanding that the Government is able to negotiate acceptable changes on both
points, we are content to clear the document from scrutiny.
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15 Destruction of munitions in Albania

(26087) Draft Council Decision extending and amending Decision

14522/04 2003/276/CFSP implementing Joint Action 2002/589/CFSP with a view

— to a European Union contribution to the destruction of ammunition
for small arms and light weapons in Albania

Legal base Joint Action: Article 14 EU; unanimity
Council Decision: Article 6 of the Joint Action; QMV
Department Foreign and Commonwealth Office
Basis of consideration Minister’s letter of 30 October 2007
Previous Committee Report HC 41-xxxiii (2006-07), chapter 7 (25 July 2007);

HC 34-xiv (2005-06), chapter 17 (11 January 2006)
and HC 42-xxxvi (2003-04), chapter 17 (10

November 2004)
Discussed in Council 22 November 2004 GAERC
Committee’s assessment Politically important
Committee’s decision Cleared (decision reported on 10 November 2004)

Background

15.1 The Government pledged £20 million over three years to help implement the
programme of action agreed by the July 2001 UN Conference on the Illicit Trade in Small
Arms and Light Weapons in All Its Aspects. In Decision 2003/276/CESP, the Council
contributed EU funds to the NATO Maintenance and Supply Agency (NAMSA), for a
project aimed at the consolidation and destruction of surplus Small Arms and Light
Weapons (SALW) and ammunition in Albania. This Decision was based on Joint Action
2002/589/CESP, itself based on an earlier Joint Action 1999/34/CFESP, which provided for
comprehensive EU action against the uncontrolled spread of SALW in three main ways:

i) preventative measures which seek to limit those actions which cause further
destabilising accumulations of small arms;

ii) reactive measures which seek to reduce existing accumulations; and

iii) assistance measures which make a “direct and identifiable contribution” to
achieving (i) and (ii).

15.2 The then Committee cleared the Decision on 19 March 2003. This latest Council
Decision extended it until December 2005. The EU’s contribution from the CFSP budget
increased from €820,000 to €1.3 million, to be used over the following 12 months to cover
salaries, travel expenses, supplies and equipment necessary for the destruction process. In
addition, the FCO would contribute £400,000 over two years from the Global Conflict
Prevention Fund.

15.3 The then Minister explained the size of the challenge. SALW and ammunition posed a
serious threat to security in South East Europe, not least in Albania. Moreover, Albanian
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weapons and munitions had reportedly been found in Kosovo and as far afield as Rwanda
and Liberia. In addition to ammunition recovered from the public, the Albanian army also
stored large stocks of old and unstable munitions near population centres. The Albanian
Ministry of Defence continued to be engaged in efforts to improve the security of stored
munitions, which would generate surplus supplies that could be sold or illegally exported.
Although the immediate stockpiles earmarked for destruction amounted to 11,665 tonnes
over a period of 4 years (which NAMSA estimated would cost €6.4 million (£4.21 million)),
he said that “we have learned that the Albanians are likely to declare surplus another
100,000 tonnes of ammunition (including heavy calibre) over the next few years”. The
Albanian Government was committed to addressing the problem, but lacked the necessary
resources and had sought support (through the Canadian government and NAMSA) for
Albania’s Approved National Plan of Action for ammunition demilitarisation. The
Government supported the extension and amendment of the Council Decision, “provided
solid results are achieved over the next year.”

15.4 The then Committee had not considered the original March 2003 Joint Action as
warranting a substantive Report to the House: the programme was in its infancy, and the
sums of money relatively small. Now, the increase was again not large: from €820,000
(£561,044) to €1,300,000 (£892,840), reflecting a new phase of the project as the initial
start-up evolved into the destruction phase. But the matter was now more politically
important, not only in terms of combating weapons and munitions “leakage” in Europe to
criminals and enhancing stability, but also — as the evidence indicated — ensuring that
they did not fuel conflicts in Africa. Progress would therefore be an important test of the
Albanian authorities” willingness and ability to deliver results, and thereby demonstrate
their commitment to European Union values. It endorsed the then Minister’s caveat and,
while clearing the document, asked him to report progress in a year’s time, in the hope that
he would be able to demonstrate that the right words had led to the right outcomes.

The then Minister’s letter of 20 December 2005

15.5 The then Minister for Europe reported that the Explosive Waste Incinerator was
operating, despite what seemed an unfortunate history thus far (a fire, currency and oil cost
fluctuations and unforeseen (and unexplained) “global events”). But it nonetheless seemed
unclear that the Albanian company concerned would be able to run it competitively in the
immediate future, thus raising the real prospect of more funds being required in order to
have it operating effectively and at full capacity. That being so, it was likewise not
altogether clear to us why the Minister should have felt that “whether the project is
extended or not, Albania will have a first rate destruction facility and a body of experience
and knowledge to support it — ready to tackle the wider 100,000 tonnes of ammunition
due for destruction”: for us, that seemed to depend either on the successful outcome of the
trial destruction process or, failing that, more funding. So we asked for further information,
to include the Minister’s assessment of the extent to which the project had demonstrated
the Albanian authorities’ willingness and ability to deliver results and, looking ahead, make
tull and effective use of the facility once external funding was no longer available.>

53 See (26087) 14522/04: HC 34—xiv (2005-06), chapter 17 (11 January 2006).
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The Minister’s letter of 12 July 2007

15.6 The present Minister for Europe at the Foreign and Commonwealth Office (Mr Jim
Murphy) apologised for the delay in submitting this information, which he said had been
due “in the main to the slow implementation of the project and lack of timely reporting on
progress by the NATO Maintenance and Supply Agency.” He recalled the background to
and nature of the project and the earlier letter from the then Minister for Europe, and said
that visits by UK diplomatic in Tirana in 2006 and 2007 confirmed that the Albanian
authorities were “proud of the facilities and the progress made so far”, and had also
indicated “a desire and determination to deliver results”, which was exemplified by
Albania’s signing-up to a number of international Small Arms and Light Weapons related
agreements and instruments to which other countries in the region were party. Where it
could, the Albanian government had provided transport, human resources or in-kind
support for this and other Small Arms and Light Weapons’ related projects. It was,
however, “unable to provide cash funding; and it is this that is required”. He judged that
full and effective use of the facility could be made if cash funding were made available:
“However this is unlikely to happen without external support.”

15.7 He also referred to some of the setbacks and delays the project had suffered, including
accidental fire damage to the Explosive Waste Incinerator at ULP-Mjekes in March 2005,
which had led to the destruction programme falling short of the stated target of 11,665 tons
of munitions. Canada (in its capacity as Lead Nation) had judged in 2006 that, if the project
were granted a year’s extension (to the end of 2007), it would reach the goal; but several
NATO Allies and EU Partners became increasingly wary of providing additional funding.
He noted that, although in the autumn of 2006 both destruction facilities were working
well, it had proved impossible to secure agreement on the additional €1M required to
extend the project. The NATO Maintenance and Supply Agency would be able to keep the
project running until mid-August 2007. The delays and his concerns about the NATO
Maintenance and Supply Agency’s role, namely its slow implementation of the project and
lack of timely reporting on progress, contributed to his decision not to provide further UK
funding for the project. Another element was that he considered weapons destruction
(rather than ammunition destruction) should be a higher priority. Canada had also
decided against further funding.

15.8 For our part, we said that, as we had noted 18 months ago, the Minister’s ante-
predecessor seemed altogether too sanguine about the project’s future, whic