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This document follows the structure of the Report by the President of the European Council, 
Herman Van Rompuy, prepared in close cooperation with the Presidents of the Commission, 
the Eurogroup and the European Central Bank and dated 26 June 2012 (hereafter "the Van 
Rompuy paper"). The present document lists topics that could be covered in the proposed 
legislative initiative report (Rule 42, Article 225 TFEU) to be prepared, and identifies options 
that could be taken.

1. An integrated financial framework
The Van Rompuy paper considers that an integrated financial framework should have two 
central pillars: the first is single European banking supervision, and the second is a common 
deposit insurance and resolution framework.
On supervision :

The Euro Area Summit has announced that the Commission will present Proposals on the 
basis of Article 127(6) TFEU under which specific prudential supervision tasks can be 
conferred on the ECB. This therefore implies that the ECB will take on a supervisory role (ie 
the European level supervision will not be only EBA or another body - the Van Rompuy 
paper was less definitive).

The summit announced that once this supervision is in place, the ESM could recapitalise 
banks directly, with 'appropriate conditionality', and break the vicious circle between banks 
and sovereigns.

Under Art 127(6) the EP is not co-legislator, merely consulted. Should the Commission be 
invited to consider another legal base for the proposal eg 114 TFEU?  Or can EP co-decision 
be achieved by a 'supervisory package' concept (see below)?

Key aspects of the proposal will be:

 Membership of the 'banking union':  EU27?  EU27 minus opt-outs?  Euro area plus 
opt-ins?  Euro area (ie ESM Members) only? Do the 'pillars' of banking union 
necessarily have the same coverage?

 Scope of European level supervision:  

o which banks? Coverage of all banks?  Or make a distinction between European 
SIFIs, Domestic SIFIs and other banks, with banks in need of ESM support 
being a separate category. (SIFI = systemically important financial institution). 
Beyond banks (127(6) includes 'other financial institutions, with the exception 
of insurance undertakings')? 

o which tasks? All supervisory decisions for all banks supervised by European 
level or only decisions with general application or also (part of) decisions 
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regarding individual banks?

o How would the system operate?  Centralised or decentralised functioning? Or 
starting very decentralised and moving gradually more banks and more 
functions towards the European level?

 ECB Governance: How to separate monetary and supervisory matters? Separate 
entity within ECB / separate meetings of the Governing Council / separate 
Secretariat? Different decision procedure?

 Conditionality for ESM recapitalisation: would the legislation prescribe conditions 
to respect limits on government deficit / debt / other imbalances?

 Relationship with other parties policy objectives and provisions in particular single 
market and rule-book / non-prudential aspects of financial supervision / EBA 
(what role is left for them? is the 2010 package being rewritten? does ECB take 
over, or is it subject to, EBA binding mediation?) / national supervisors / non-
Members. 

On deposit insurance and resolution, these have been seen as linked but separate:

Deposit insurance (Deposit Guarantee Schemes, DGS) has been EU-regulated since 1994. 
Recast proposal had EP 1st reading in February 2012 (Simon report). 

Banking resolution was subject to a Commission proposal only in June 2012 (rapporteur:  G 
Hökmark). EU state aid law acted as quasi-resolution regime in the crisis:  some national 
regimes exist eg UK established in 2009. EP adopted a position on this issue in 2010 (Ferreira 
report, calling for EU-wide regime). 

The current proposals do not include supra national funds, but propose national schemes, 
authorities and funds, possibility of borrowing between them and (in the case of resolution) 
case-by-case mutualisation.

The summit was not explicit but it is anticipated that the Commission will present new or 
revised proposals to implement 'European level' regime(s).  The key new aspect would be 
creation of European level schemes and authority(ies) to wield deposit protection / resolution 
tools, and European level funding (cf Feio and Ferreira reports). This is closely interlinked 
with the European supervisory architecture. The Van Rompuy paper foresees DGS and 
resolution fund under common resolution authority and ESM backstop. 

Key aspects of the proposals will be 

 Membership / scope: same questions as for supervision. Current DGS proposal 
only concerns banks (investor compensation dealt separately - Schmidt report); 
current resolution proposal covers banks and investment firms. Ferreira report 
envisaged two-stage approach: establish resolution regime then study extension to 
non-banks. 

 Current proposals and past reports apply at EU27. How to combine with 



PE494.700v01-00 4/7 DT\911415EN.doc

EN

involvement of ESM as fiscal backstop / direct participant in banks? Under a euro-
area solution, would euro accounts held outside / non-euro accounts inside euro 
area be covered in same way as euro accounts in the euro area?

 Creation of ex ante funds. For resolution funding in particular, could such funds be 
regarded as increasing moral hazard, even if bank-funded? Would the fund be only 
for 'gone concerns' or also for 'going concerns' (in which case stronger problem of 
moral hazard) ? EBA Regulation foresees review to examine "if necessary, a 
European Resolution Fund" (Ferreira/Garcia Margallo reports stronger: "A Fund 
shall be established").

 Level of any ex ante fund(s). Current COM proposal (June 2012) sets ex-ante 
target national resolution fund level at 1% of deposits, which can be met from the 
DGS fund. EP opposes such 'mixed' funds (Ferreira, Simon) and has backed 
Commission figure of 1.5% for deposits (Simon report on DGS).

 Relationship between DGS and resolution objectives eg limitation of DGS fund 
use to level of covered deposits, also rules for resolving institutions part in and part 
outside the European level regime. 

 Relationship between measures by European resolution fund, national funds and 
EU state aid rules.

 Who should be responsible for the resolution fund, the new European level 
supervisor or a separate institution?  Would the EBA have a role?  Article 25 EBA 
regulation foresees full involvement of EBA in resolution plans/procedures (not 
reflected in the COM's June 2012 proposal), and under Art 27(3) the Commission 
must examine by 2 January 2014 the possible enhancement of the role of the 
Authority in a framework of crisis prevention, management and resolution, and, if 
necessary, the creation of a European resolution fund.

Lastly, horizontal questions of parallelism both on substance (should the Membership and 
scope of European level supervision, DGS and resolution necessarily be the same?) and 
process (should these proposals be a '3-pack', or even part of a bigger pack with macro 
proposals?)

2. Towards an integrated fiscal framework

Fiscal surveillance is probably the area where the Union most progressed since the beginning 
of the crisis. Progress so far and in the making include:

 the 6-pack, which strengthens the Stability and Growth Pact,

 the fiscal compact, which gives more weight to rules adopted in the 6-pack and 
making them stricter, at the margin,

 the 2-pack, which notably makes further progress in the coordination of fiscal 
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policies,

 the reform of the European system of national accounts (ESA), in which the 
Commission foresees the publication of more data on contingent liabilities 
stemming from pensions, as well as several texts strengthening the coordination 
and inspection role of Eurostat and reinforcing the independence of official 
statisticians.

The Van Rompuy paper acknowledges these but calls for a “qualitative move towards a fiscal 
union”, noting that as risks are pooled, there should be a commensurate pooling of decision 
making.

The paper distinguishes short, medium and long-term possibilities.

In the short run, upper limits on deficit and debt would be set in common. Two mechanisms 
are sketched in the paper:

 The issuance of government debt beyond the agreed level would be subject to 
approval at EU level. The upper limit for debt would presumably be agreed as part 
of the current preventive part of the Pact, with the Commission (ECFIN) making a 
proposal to be endorsed by the Council. 

o Would that limit be agreed in Council through a reverse qualified majority? 

o Would the limit be set by a rule/benchmark similar to that of the 6-pack (with 
an annual reduction of one twentieth of the difference between the current debt 
level and the 60% threshold)? 

o What kind of margin would be given to Member States?

o What kind of emergency mechanism will be in place to approve urgent debt 
emission above the threshold (in case of unforeseen events)?

o Given that debt is emitted throughout the year, what kind of mechanism would 
give day-to-day authorisations? 

 There would be a possibility at EU level to require changes to budgetary envelopes 
if they are in violation of fiscal rules. 

o Would the decision be made by the Commission? The 2-pack already foresees 
an opinion of the Commission, in November, on national draft budgetary 
plans. Would that opinion become a veto of some sort?

o How can EU decision-making be reconciled with the urgency implied by the 
tight time constraints of national budgetary procedure?

o What kind of democratic control of these procedure would there be? The right 
to approve budgets is at the heart of the role of national parliaments; how 
would the European Parliament be involved in this?
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In any case, the Commission will have to take into account the outcome of the trilogue 
meetings on the 2-pack, as the issues mentioned above are at least partially addressed in this 
file.

In the medium run, the prospect of issuance of common debt is envisaged. This area is 
covered by the Goulard report on Stability bonds already. 

Mention is made, for the long run, of a fully-fledged fiscal union. The paper is very prudent 
on this issue, but the following building blocks are implied:

 A new body, “such as a Treasury office”. Should this body be kept inside the 
Commission? What Parliamentary control of its activities?

 Fiscal powers. Do we need new resources at the European level? What kind of 
new resources? How much?

 Transfer of some areas of expenditure from national budgets  to the EU budget. 
Which expenses should be best made at EU level?

More generally, to which extent and in which way could the Fiscal Compact be integrated in 
the Union framework? The 2 pack covers a number of aspects (e.g. Partnership Programmes); 
to what extent should the Union framework ensure consistency  both in terms of substance 
and procedure?

3. Towards an integrated economic policy framework

This section of the Van Rompuy paper contains fewer concrete proposals. The issue is an 
ever-recurring one (Lisbon strategy, EU2020, article 9 of the fiscal compact, Euro Plus Pact). 

The Van Rompuy paper proposes to build on the Euro Plus Pact and the Semester, while 
creating an “enforceable” mechanism.

 Two areas are mentioned as priorities: labour mobility and tax coordination. 
Would Parliament suggest different areas?

 Such enforceable coordination measures should be based on very strong analytical 
work. Would the Commission be in charge of drafting proposals to the Council? If 
yes, that might imply additional resources.

 Would this enforcement take the form of sanctions in case Council 
recommendations in the framework of the Semester are not implemented? If yes, 
then would the reverse qualified majority voting be kept for these decisions?

 As such measures would be highly political, an appropriate parliamentary control 
should be exercised at every stage. What would be the Parliament’s role? (Keeping 
in mind the very tight schedules in the Semester.)
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The concept is difficult to articulate from the point of view of democratic accountability and 
subsidiarity. It can be noted that the Van Rompuy paper stresses in the same section that 
national ownership of measures should be fostered.

4. Strengthening democratic legitimacy and accountability

While noting the importance of the topic, the Van Rompuy paper does not provide much 
detail as to how democratic legitimacy and accountability can be strengthened in this area. 
There is however, a direct mention of interparliamentary cooperation (through protocol 1 
TFUE). This has already been covered in the Berès report on the European Semester. 

 Does Parliament welcome this push for interparliamentary cooperation, or does it 
want to stress the need to have a clear repartition of roles?

 Does Parliament want to push for Community-method decision making? (In 
contrast, the paper alludes to intergovernmental decision-making.) 

Generally speaking, the following suggestions could be made:

 To reinforce transparency, the ECOFIN and the Eurogroup could be required to 
transmit to Parliament key internal documents, agenda and background material 
ahead of its meetings.

 The President of the European Parliament shall be invited to the European Council 
meetings and to the euro area summits. 

Furthermore, the European Parliament’s role in the area of economic and monetary policies 
could be substantially strengthened. The Parliament could have a decisive role in the 
landmark steps of the new Economic Governance framework (AGS, country-specific 
recommendations). The Parliament could be required to approve all appointments to key posts 
for the conduct of economic and monetary policies. Building on the Monetary Dialogue with 
the ECB and the Economic Dialogue with the EU institutions and Member States, the conduct 
of economic and monetary policies, including the operations of the EFSF/ESM and any future 
structure, should be subject to regular democratic scrutiny by the Parliament.


