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1.
Adoption of the agenda
15487/04 OJ/CONS 76 ECOFIN 413

The Council adopted the above-mentioned agenda.

2.
Approval of the list of "A" items
15490/04 PTS A 63

The Council approved the "A" items as listed in 15490/04.

Addendum 1 to these minutes gives information on items 16, 17, 18 and 19 on that list.


For item 20, there is no COR 2 (de) to 14917/04.


When it approved item 12 on the list, the Council agreed to include the following statement 
by the Spanish delegation in its minutes:


12.
Report to the Council on the Code of Conduct for business taxation

15336/1/04 FISC 250 REV 1

15317/04 FISC 249

+ COR 1

+ COR 2



"The report by the Code of Conduct Group notes that the United Kingdom has not 

fulfilled its undertaking to roll back the scheme of exempted companies in Gibraltar 

(B012) an that this scheme should be abolished irrespective of the Commission 


Decision on its consideration as a State aid. Furthermore, the report establishes that the 

scheme should be closed to new entrants immediately.



Spain considers that a definitive solution to this problem has not been reached an it 

accordingly urges the United Kingdom to adopt short-term measures to fulfill its 


undertaking to roll back this scheme and prevent new entrants immediately."

3.
Stability and Growth Pact (Restricted Session)
· Follow-up to the revisions of Greek budget data


15553/04 UEM 183 ECOFIN 417 STATIS 72


+ ADD 1 (en)

The Council took note of a presentation by Commissioner ALMUNIA of the Commission's Communication entitled "Report on the accountability issue related to the revision of Greek budgetary data" and adopted the following conclusions:

"The figures on the budget deficit and public debt of Greece for the period since 1997, as set out in the final report by EUROSTAT, confirm that, on the basis of ESA95, the budget deficits have been consistently above the reference value since 1997 and that the debt to GDP ratio has not diminished and approached the reference value as required by Article 104 of the Treaty. The Council acknowledges the initiative of the Greek government and its close co-operation with EUROSTAT to settle long-standing open questions on budget statistics and to bring them in line with the ESA 95 requirements. The scope and size of the past revisions in the Greek case are unprecedented and very serious, particularly as regards the overall credibility of the multilateral surveillance framework. 

Reliable and timely statistics are essential for economic policy-making and multilateral surveillance and a crucial precondition for effective Council decision-making. The ministers therefore welcome the Commission report on accountability, which sets out the Commission's analysis of responsibility for the persistent failings in the provision and verification of accurate data. 

First, the report makes it clear that the Greek statistical authorities have for a long time not provided accurate information to EUROSTAT. They also suffered from a serious lack of capacity to provide the required data. Ministers urge the Greek authorities to draw the necessary conclusions. 
Second, the Council regards it as another serious cause for concern that, as the report acknowledges, EUROSTAT validated the critical March 2000 EDP notification data of Greece, in spite of significant open issues related to the fiscal data. 

Third, the Commission's and the ECB’s Convergence Reports failed to emphasise to the Council potential problems with regard to Greek budgetary statistics.

Fourth, while it is the primary responsibility of the Commission to assess the data provided by Member States, the EFC and the Council could have paid greater attention to the quality of the data reported by each government.

The Council takes note of the Commission’s decision to launch an infringement procedure as a practical consequence of its accountability report. 

The Council will return to the issue of how to improve the governance in the European statistical system early next year."
4.
Convergence Reports 2004
· Presentation of the reports of the Commission and the European Central Bank



13910/04 UEM 162 ECOFIN 337



13952/04 UEM 163

The Council took note of presentations by Commissioner ALMUNIA and by the ECB Representative of their respective Institutions' Convergence Reports 2004.  The Council welcomed the progress made by the Member States examined in the reports, while noting the conclusion drawn by both reports that none of those Member States yet fulfils all the criteria for adoption of the Euro.

5.
Financial Framework 2007 - 2013 

-
Budgetary aspects of progress report and building blocks 

14952/04 CADREFIN 138


14953/04 CADREFIN 139

The Council held a broad exchange of views on the budgetary aspects concerning the future Financial Framework.

6.
The Fight against terrorism/money laundering
a)
EU Strategy


- Orientation debate


14180/3/04 REV 3 EF 45 COTER 73 ECOFIN 351 JAI 417 RELEX 489

The Council took note of a presentation by the EU counter-terrorism co-ordinator

of the document referred to above.
b)
Money laundering
- General approach
14981/1/04 REV 1 EF 55 CRIMORG 135 ECOFIN 390 CODEC 1265 


+ REV 1 COR 1 (en)

15329/04 EF 58 CRIMORG 143 ECOFIN 405 CODEC 1291

The Council reached unanimous agreement on the general approach set out in document 14981/1/04 REV 1 + COR 1 (en) and invited the Presidency to explore the possibility of an agreement with the European Parliament in its first reading on the basis of the general approach.

Germany made the following statement concerning Article 11(1c) of the general approach: 

"The scope of enhanced due diligence as formulated in Article 11(1c) is too broad. The provision should be confined to 'politically exposed persons' residing in third countries."
7.
Financial Services
a)
Capital requirements directive


- General approach

14919/1/04 REV 1 EF 54 ECOFIN 388 CODEC 1255


15343/04 EF 59 ECOFIN 406 CODEC 1294

The Council reached unanimous agreement on the general approach set out in document 14919/1/04 REV 1 + ADD 1 and invited the Presidency to explore the possibility of an agreement with the European Parliament in its first reading on the basis of the general approach.

Hungary made the following statement  concerning the general approach:

"Hungary agrees with the aim of the proposed amendment of directive 2000/12/EC to refine capital adequacy rules. The new rules would, however, directly link the risk weight applied to government securities to the rating of the country. As the judgement of financial markets and the actual risks may diverge substantially from the rating, this automatic approach is too rough and it would be important to apply a method that reflects the risks better. 

For instance, in the case of government securities issued by Hungary and certain other new Member States, which have received zero percent risk weight up to now, the risk weight would increase despite the fact that the markets have attached in recent years lower risks to these countries. It would also be a wrong signal to the markets if an increased risk weight should be applied after our accession to the European Union.

Therefore, it would be beneficial to continue elaborating an approach that would take into account the risks in a more precise way. Comitology would be a good basis for the solution."

b)
Statutory audit of annual accounts and consolidated accounts directive


- General approach

7677/04 DRS 11 CODEC 421

15500/04 DRS 44 CODEC 1307


+ ADD 1

The Council agreed on a general approach on the above-mentioned draft Directive on the basis of the Presidency compromise proposal set out in 15500/04 ADD 1. The Estonian and Finnish delegations were not able to accept the proposed text, whereas the French delegation abstained.
8.
Better regulation: review of joint initiative on regulatory reform
The Council was informed by the Presidency on the follow-up of the conclusions of the ECOFIN Council of 21 October 2004 and on the intentions of the future Luxembourg Presidency on this subject.

9.
Taxation
a)
VAT
-
Place of supply services


=
Political agreement


15420/04 FISC 253



+ COR 1

The Council examined the draft Directive on the place of supply of services between taxable persons (B2B) on the basis of the above compromise proposal from the Presidency. Discussions focused on the two outstanding issues, including the scope of the exchange of information provisions (Luxembourg reserve) and the proposed entry into force of the Directive as such, on 1 January 2007, as well as of its provisions relating to the long-term leasing of motor vehicles, on 1 January 2006 (German reserve). 

The Luxembourg delegation indicated that it could accept the Presidency compromise on the scope of the exchange of information provisions provided the entry into force of the Directive as such was delayed until 1 January 2008 and provided the entry into force of the provisions relating to the long-term leasing of motor vehicles was delayed until 1 January 2007. 

The German delegation expressed a reservation of principle on the compromise proposal. It stated that the proposed Directive contained solutions that were in accordance with the destination principle, whereas, according to the German delegation, the general way forward for the future definitive VAT system should be in the direction of the origin system.  It further indicated that any future compromise on this issue should be part of an overall solution in the VAT area.  

The Austrian delegation recalled earlier undertakings by the Council on the issue of long term leasing of cars, including the undertaking of November 2003 that any extension of Annex K on labour intensive services would be accompanied by simultaneous best efforts to resolve the problem of cross border leasing of motor vehicles (15272/03 PV/CONS 70 ECOFIN 377). The Austrian delegation underlined the adverse revenue implications of the existing situation and strongly reiterated its urgent request for an expeditious solution to this issue. 

Several other delegations indicated that they could live both with the Presidency compromise and with the Luxembourg proposal. The Italian delegation declared that its concerns relating to Article 9 could be resolved by means of a declaration in the Council minutes.

The Presidency:

· concluded that the ECOFIN Council had come a long way on this proposal and was very close to an agreement;

· invited the incoming Luxembourg Presidency to consult further on these two outstanding issues and to report back to a future meeting with a view to enabling the Council to reach an agreement as soon as possible.

· Reduced rates

=

Organisation of future work

The Council took note of the following declaration by the Luxembourg and United Kingdom delegations:

"Luxembourg and the United Kingdom recognise the particular importance which many Member States attach to the dossier on reduced VAT rates.  The discussions which have taken place in the last 18 months adequately demonstrate how sensitive and complex this subject is.

We have therefore agreed to accord this subject high priority during the proceedings on VAT in 2005.  The two Presidencies will actively strive to find solutions next year and will submit a work programme to the Council as soon as possible."

b)
Excise duties


-
Commission report on Alcohol excises


=
Presentation by the Commission/Orientation debate

9983/04 FISC 117

Ministers discussed over lunch the issue of excise duties on alcoholic beverages, on the basis of a report by the Commission. They requested the Permanent Representatives Committee and the relevant working party to take up the matter with a view to identifying issues that the Council could subsequently focus upon in its discussions. 

� 	Information concerning the final adoption of Council acts which may be released to the public may be found in Addendum 1 to these minutes.
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