[bookmark: _GoBack]</EntPE>








											 FINAL
29 September 1999</Date>	A5-0017/1999</NoDocSe>




*

REPORT<TitreType></TitreType>

<Titre>on the proposal for a Council Decision providing further macro-financial assistance to Bulgaria</Titre> <DocRef>(COM(1999) 403 - C5-0098/1999 - 1999/0165(CNS))</DocRef>


<Commission>{INDU}Committee on Industry, External Trade, Research and Energy </Commission>


Rapporteur:	Hans-Peter Martin

RR\382760EN.doc		PE 231.511/fin.
PE 231.511/fin.	10/11	RR\382760EN.doc
RR\382760EN.doc	3/11	PE 231.511/fin.

<PgIndex>C O N T E N T S

Page

Procedural page	3

LEGISLATIVE PROPOSAL	4

DRAFT LEGISLATIVE RESOLUTION	7

EXPLANATORY STATEMENT	8


Opinion of the {BUDG}Committee on Budgets 	9



<PgReglementaire>By letter of {18-08-1999}18 August 1999  the Council consulted Parliament, pursuant to Article 308 of the EC Treaty, on the proposal for a Council Decision providing further macro-financial assistance to Bulgaria.

At the sitting of 13 September 1999 the DT(d MMMM yyyy)@DAT@President of Parliament announced that he had referred this proposal to the {INDU}Committee on Industry, External Trade, Research and Energy as the committee responsible and the {BUDG}Committee on Budgets and the Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy for their opinions.

At its meeting of 21 September 1999DT(d MMMM yyyy)@DAT@ the {INDU}Committee on Industry, External Trade, Research and Energy appointed Mr Hans-Peter Martin rapporteur.

{INDU}It considered the Commission proposal and the draft report at its meetings of 22 and 27‑28 September 1999.

At the latter meeting it adopted the draft legislative resolution by 35 votes to 1, with 6 abstentions.

The following took part in the vote: Westendorp y Cabeza, chairman/amtierender Vorsitzender; Brunetta and Ahern, vice-chairmen; Martin H.-P...., rapporteur; ; Alyssandrakis, Ayuso Gonzales (for Valdivielsio de Cué), Baltas, Chichester, Clegg, de Clercq, Corbey (for Desama), Echerer (for Maes), Evans Jonathan (for Bodrato), Folias, Ford, Glante, Harbour, Karoutchi, Kuhne (for Caudron), Lamassoure, Langen Liese (for Mombaur), Lucas, McNally,  Mann E., Morgantini, Niebler, Paasilinna, Paulsen (for Flesch), Pohjama (for Plooij-van Gorsel), Purvis, Radwan (for Rübig), Read, Rothe, Rovsing, Scapagnini, Schröder I., Schwaiger, Seppänen, Thors, Turmes (for Piétrasanta), van Velzen and Wijkman.

The opinion of the {BUDG}Committee on Budgets is attached. The Committee on Foreign Affairs, Human Rights, Common Security and Defence Policy {BUDG}decided on 23 September 1999 not to deliver an opinion.

The report was tabled on 29 September 1999.

The deadline for tabling amendments will be indicated in the draft agenda for the relevant part-session.


<PgPartieA>
<SubPage>	LEGISLATIVE PROPOSAL

Proposal for a Council Decision providing further macro-financial assistance to Bulgaria (COM(1999) 403 - C5-0098/1999 - 1999/0165(CNS))

The proposal is approved with the following amendments:

<SubAmend>
	Text proposed by the Commission[footnoteRef:1] [1:  OJ C ] 

	
	Amendments by Parliament



[bookmark: restart]
<Amend>(Amendment <NumAm>1</NumAm>)
[bookmark: QuickMark]<TitreAm>Recital 2</TitreAm>

	(2) Whereas Bulgaria is undertaking fundamental economic reforms and is making substantial efforts to establish a well-functioning market economy;
	(2) Whereas Bulgaria is undertaking fundamental economic reforms and is making substantial efforts to establish a social market economy and whereas it must be ensured that this creates jobs and improves living conditions;



Justification: It should be pointed out that reforms aimed at establishing a market economy are not to be carried out for their own sake but are the prerequisite for improving people's living conditions.

</Amend>
<Amend>(Amendment <NumAm>2</NumAm>)
<TitreAm>Recital 7a (new)</TitreAm>

	
	(7a) Whereas the Commission will ensure that the macro-financial assistance is used in accordance with the rules of Community budgetary control;



Justification: Given that it is difficult to monitor locally whether the appropriations are being  used properly, the Commission is called upon to make particular efforts with regard to such monitoring.

<Amend>(Amendment <NumAm>3</NumAm>)
<TitreAm>Recital 8</TitreAm>

	(8) Whereas a Community long-term loan to Bulgaria is an appropriate measure to help ease the country's external financial constraints, supporting the balance of payments and strengthening the reserve position; 
	(8) Whereas a Community long-term loan to Bulgaria is an appropriate measure to help ease the country's external financial constraints, supporting the balance of payments and strengthening the reserve position, but also to foster the proper functioning of the administration and to meet the basic social needs of the population; 



Justification: Strengthening the reserve position is only the primary  aim. As indicated in Amendment 1, the objective is to improve people's living conditions. In order to achieve this, public administration must be made more effective.


<Amend>(Amendment <NumAm>4</NumAm>)
<TitreAm>Article 2(1)</TitreAm>

	1. The Commission is empowered to agree with the authorities of Bulgaria, after consultation with the Economic and Financial Committee, the economic policy conditions attached to the loan. These conditions shall be consistent with the agreements referred to in Article 1(3).
	1. The Commission is empowered to agree with the authorities of Bulgaria, after consultation with the Economic and Financial Committee, the economic policy conditions attached to the loan. These conditions shall be consistent with the agreements referred to in Article 1(3), and it must be ensured that they are socially balanced.



Justification: It must be ensured that the IMF's conditions do not result in adjustments becoming socially unsustainable.

</Amend>
<Amend>(Amendment 5<NumAm></NumAm>)
<TitreAm>Article 2(2)</TitreAm>

	2. The Commission shall verify at regular intervals, in collaboration with the Economic and Financial Committee and in co-ordination with the IMF, that the economic policy in Bulgaria is in accordance with the objectives of this assistance and that its conditions are being fulfilled.
	2. The Commission shall verify at regular intervals, in collaboration with the Economic and Financial Committee and in co-ordination with the IMF, and in accordance with the principles of sound and efficient management, that the economic policy in Bulgaria is in accordance with the objectives of this assistance and that its conditions are being fulfilled.



Justification: In addition to the conditions specified in the Commission proposal, the assistance must be used in accordance with the principles of sound and efficient management. 

</Amend>
<Amend>(Amendment <NumAm>6</NumAm>)
<TitreAm>Article 3(2)</TitreAm>

	2. Subject to Article 2, the second tranche shall be released on the basis of a satisfactory continuation of Bulgaria's adjustment and reform programme and not before one quarter after the release of the first instalment.
	2. Subject to Article 2, the second tranche shall be released on the basis of a satisfactory continuation of Bulgaria's adjustment and reform programme and not before one quarter after the release of the first instalment. The Commission shall inform the European Parliament before the second instalment is released.



Justification: The Commission is called upon to inform Parliament before the second instalment is released so that Parliament is able to verify whether Bulgaria fulfils the relevant conditions.


<Amend>(Amendment <NumAm>7</NumAm>)
<TitreAm>Article 5</TitreAm>

	At least once a year the Commission shall address to the European Parliament and to the Council a report, which will include an evaluation of the implementation of this Decision.
	[bookmark: DocEPLastPosition]At least once a year, before 15 September, the Commission shall address to the European Parliament and to the Council a report, which will include an evaluation of the implementation of this Decision.



Justification: The 15 September deadline is intended to ensure that Parliament, as an arm of the budgetary authority, is able to draw the necessary conclusions at the first reading of the EU budget, in the event of the budget guarantee being used.



<SubPage>	DRAFT LEGISLATIVE RESOLUTION

European Parliament legislative resolution on the proposal for a Council Decision providing further macro-financial assistance to Bulgaria (COM(1999) 403 - C5-0098/1999 - 1999/0165(CNS))

(Consultation procedure: first reading)

The European Parliament,
<Visa>
-	having regard to the Commission proposal to the Council, COM(1999) 403 - 1999/0165(CNS)[footnoteRef:2], [2:  OJ C ] 


-	having been consulted by the Council pursuant to Article 308 of the EC Treaty (C5‑0098/1999),

-	having regard to Rule 67 of its Rules of Procedure,

-	having regard to the report of the {INDU}Committee on Industry, External Trade, Research and Energy and the opinion of the {BUDG}Committee on Budgets (A5-0017/1999),
<Action>
1.	Approves the Commission proposal as amended;

2.	Calls on the Commission to alter its proposal accordingly, pursuant to Article 250(2) of the EC Treaty;

3.	Calls on the Council to notify Parliament should it intend to depart from the text approved by Parliament;

4.	Asks to be consulted again if the Council intends to amend the Commission proposal substantially;

5.	Instructs its President to forward its position to the Council and Commission;

EXPLANATORY STATEMENT


1.	Together with the western industrialised countries in G-24, the European Union is supporting the countries of central and eastern Europe (CEECs) in their political and economic reforms. The EU has concluded association agreements (Europe Agreements) with most CEECs, with the aim of preparing them for future accession to the EU. It provides technical assistance for the reform process under the Phare programme. It is also providing help with achieving the macro-economic stability that is crucial for the success of the economic reform processes.

2.	The EU/Bulgaria Europe Agreement entered into force on 1 February 1995. In accordance with its objective of preparing for Bulgaria's accession to the EU, Bulgaria applied for membership of the EU on 14 December 1995. Since the early 1990s, Bulgaria has been a beneficiary of the Phare programme. Technical assistance worth ECU 68 m was granted for 1998 alone. In addition, it has received money from the catch-up facility, which is designed to improve certain applicant countries' readiness for accession. Bulgaria received its first macro-financial assistance in 1997.

3.	Since the Democratic Front came to power in April 1997, Bulgaria has made significant progress in terms of economic development. In mid 1997, the new government introduced a programme of sweeping reforms, designed to speed up the key measures  needed to bring about the transition to a market economy. Economic growth revived, inflation was brought down substantially, exports rose and foreign direct investment was attracted. In 1998, however, the balance of payments situation was less favourable than in the preceding year. This was due to the impact of the economic crisis in Russia. This year, Bulgaria's economy has suffered as result of the military conflict in former Yugoslavia.

4.	In order to cover the expected financing gap in Bulgaria's balance of payments, which is estimated at US$ 500 m for 1999, and taking into account the contributions from the IMF (about US$ 860 m) and the World Bank (about US$ 365 m), the Commission is proposing that the Community make available to Bulgaria a balance of payments loan of up to EUR 100 m. Without such support, the Bulgarian adjustment and reform programme could be at risk. Such assistance will enable Bulgaria to purchase the goods it still needs, and still does not produce itself, from other countries, and in particular from the EU.

5.	Macro-financial assistance is made conditional, especially by the IMF, upon the maintenance of rigorous budgetary discipline. Whilst such conditions are a prerequisite for the success of the reform programme, it must be ensured that the burdens they impose are distributed evenly, in a socially balanced manner. EU assistance should also help Bulgaria comply with the EU's wishes as regards the safety of nuclear installations, especially the situation at Kozloduy nuclear power station.

   

22 September 1999

OPINION
(Rule 162)

for the Committee on Industry, External Trade, Research and Energy

on  the proposal for a Council Decision providing further macro-financial assistance to Bulgaria</Titre> <DocRef>(COM(1999) 403 - C5-0098/1999 - 1999/0165(CNS)) (rapporteur: Hans-Peter Martin)</DocRef>

Committee on Budgets

Letter from the committee chairman to Mr Westendorp y Cabeza, chairman of the Committee on Industry, External Trade, Research and Energy

_____________________________________________________________________________

Dear Mr Westendorp y Cabeza,

The Committee on Budgets considered the above proposal at its meeting of 22 September 1999.

The Commission is proposing to provide a Community loan (to be financed by Community borrowing in the international capital markets) of up to EUR 100 m, with a maximum duration of ten years, in order to support Bulgaria's reform efforts. The proposed duration of the loan is identical to that of the previous loan to Bulgaria and is also consistent with the medium- and long-term balance of payments outlook for the country, which is expected to face substantial financing needs in the years to come.

The assistance would be released in two tranches subject to a satisfactory track record of the country's economic programme agreed with the IMF and progress with respect to structural reforms (including observance of a number of performance criteria). The Economic and Financial Committee would be consulted prior to each disbursement.

In accordance with the Guarantee Fund mechanism, the budgetary implications of a decision to make available assistance of up to EUR 100 m to Bulgaria would imply a EUR 14 m provisioning of the Fund.

The table annexed provides a picture of the general situation as regards this type of loan.

In case of call on the budget guarantee, the following will be possible:

-	Recourse to the Guarantee Fund established by Council Regulation (EC, EURATOM) No 2728 of 31 October 1994.
-	In case the Guarantee Fund did not contain sufficient resources, additional payments would be called up from the budget by transfer:
*	of any margin remaining in the Reserve for guarantees; 
* 	of any late payments to the budget for which the budget guarantee has been activated (under article 27(3) of the Financial Regulation); 
*	of any margin available under the ceiling of category 4 of the financial perspectives or redeployment therein.
-	In order to fulfil its obligations, the Commission can provisionally ensure the debt service with funds from its treasury. In that case, Article 12 of the Council Regulation (EEC, Euratom) n 1552/89 of 29.5.1989 will apply.

This being the case, the Committee on Budgets has decided to deliver a favourable opinion[footnoteRef:3]. [3:  The following were present for the vote: Wynn, chairman; Dührkop-Dührkop, vice-chairman; Seppänen, draftsman; Averoff, Böge, Bourlanges, Buitenweg, Colom I Naval, Dover, Färm, Gill, Guy-Quint, Haug, Jöns (for Krehl), Ilgenfritz, Martin, Martins Casaca, Ortuondo Larrea (for Rühle), Pittella, Stenmarck, Virrankoski and Walter.] 



Yours sincerely,


Esko Seppänen							Terry Wynn
Pemanent rapporteur							Chairman  



                                                                                                                                           ANNEX 


Budgetary resources necessary for the provisioning of the Guarantee Fund in 1999 and margin under the reserve for loans and loan guarantees in favour of third countries

                                                                                                                                 (EUR million)

Operations		Basis of the calculation [4]		Provisioning of the Fund [5]	Reserve Margin 
											346.0 [6]
Operations decided

EIB/New mandates [7] 
CEEC			872.9				122.2				223.8
ALA			218.1				  30.5				193.3
South Africa		143.5				  20.1				173.2
MED			351.4				  49.2				124.0
FYROM			  38.5				    5.4				118.6
Bosnia			  42.0				    5.9				112.7

EIB/Old protocols [7] 
Syria			 -30				   -4.2				116.9

Macro-financial assistance 
Albania III		  20				    2.8				114.1
Bosnia I			  20				    2.8				111.3

Operations proposed
EIB/Turkey [8]		105				  14.7				  96.6
EIB/Croatia [9]		  35				    4.9				  91.7
 
Macro-financial assistance 
Bulgaria IV [10]		100				  14.0				  77.7
Romania IV [10]		200				  28.0 				  49.7

[4] The provisioning basis is calculated by applying the relevant guarantee cover rate, namely 70% (EIB loans new mandates), 75% (EIB loans old protocols) or 100% (macro-financial assistance loan).
[5] In accordance with the provisioning rules in Council Regulation (EC, Euratom) No 2728/94 of 31 October 1994, the Fund having reached its target amount on 31 December 1997, the provisioning rate has been reduced to 14%.
[6] Amount of the Reserve for loans and loan guarantees in favour of third countries for 1999 under the financial perspective.
[7] Annual amounts of loans scheduled to be signed in 1999 and correction of amounts already provisioned in the Fund to take account of actual signings at the end of 1998: Transfer 5/99 to the Guarantee Fund.
[8] Proposal for a Council Regulation on a special financial cooperation measure for Turkey (COM(95) 389/3).
[9] EC/Croatia cooperation agreement (SEC(95) 180/final).
[10] Commission proposal.
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