
CONSULTATION PROCEDURE REQUIRING A SINGLE READING

European Parliament legislative Resolution on the proposal for a Council Regulation amending Regulation (EC, Euratom) No 2728/94 establishing a Guarantee Fund for external actions

1.
Rapporteur: Esko Seppänen

2.
EP No: A6-0054/2006

3.
Date of adoption: 14 March 2006
4.
Subject: Guarantee Fund for external actions (COM (2005) 130)
5.
Interinstitutional reference: 2005/0025 (CNS)

6.
Legal basis: Art 308 of EC Treaty

7.
Competent Parliamentary Committee: Committee on Budgets (BUDG)

8.
Commission’s position: The Commission can accept certain amendments.

· Amendments 1, 2, 4 (“legal basis”): rejected

The Commission maintains that Art. 308 TEC is the correct legal basis for the amendment to the Guarantee Fund Regulation. The Guarantee Fund covers not only the loans granted by the EIB and guaranteed by the EC budget but also the loans of Euratom and those for macro-financial assistance. According to the declaration no. 10 to the Treaty of Nice, decisions regarding macro-financial assistance are expressly excluded from the application of Art. 181a TEC. Contrary to the assumption made by the Legal Affairs Committee of the EP such loans are also covered by the Guarantee Fund (see Annex to the Regulation). Therefore Art. 181a TEC may not be used as legal base for the Guarantee Fund covering also such loans. Furthermore the Guarantee Fund is not an instrument of the development policy but an instrument to shield the budget against unforeseen financial shocks. The amendments proposed by the EP would have as a practical consequence the creation of three different Guarantee Funds which defies the objective of simplification of the proposal which is shared by the EP, i.e. to cut red tape.

· Amendment 3 (“Financing of the Guarantee Fund through a budgetary Reserve outside the Financial Perspective”): rejected

The proposed change in the provisioning mechanism is neither necessary nor coherent with a funding of the Guarantee Fund via a Reserve. The Commission position remains that the Reserve to finance the Guarantee Fund should be abolished in the next Financial Perspective and the Guarantee Fund should be funded, as a compulsory expenditure, via a budget line under heading 4.

· Amendment 5 (“Clear indication of share of “normal” provisioning and share of provisioning for the “smoothing” mechanism in the single annual transfer”): agreement, but no need to change proposal

As the new provisioning mechanism is intended to increase the financial transparency, the details requested by the EP were planned to be provided by the Commission even without the EP's request.

· Amendment 6 (“Increase of threshold which triggers specific measures to replenish the Guarantee Fund after major losses due to calls on the guarantees”): accepted subject to Council position

It should be noted that this amendment is in line with a request the Court of Auditors has made in its opinion.

9.
Outlook for amendment of the proposal:

The Commission will inform the Council orally of its position on the amendments.

10.
Outlook for the adoption of the proposal:

At present, the proposal is being discussed by the Council's Financial Counsellors. The final position of the Financial Counsellors is not yet known. The aim is, however, to adopt the proposal ideally by autumn 2006 and at the latest before the end of the year. This is important in order to improve the efficiency of the Guarantee Fund provisioning in order to create the budgetary preconditions to finance the planned new EIB external lending mandate (2007-2013).
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