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Reeommendatlon for a Councll Decision - ‘
- on the posmon to be taken by the Commumty regardmg an agreement
concernlng the monetary relatlons wnth the Prlnclpallty of Monaco

' EXPLANATORY MEMORANDUM

_As from 1 January 1999, ‘the ‘Community will' have- the exclusive conqpetence for

monetary and exchange rate matters in the Member States.adopting the euro. Any

‘agreement with third countries concerning monetary or foreign exchange rate matters

needs to reflect this allocation of competence. Therefore, the Community must decide on
the future of such agreements whlch exist between Member States adopting the euro and

third countnes

For this purpose the Commlssmn is presentmg a draft Counc11 Decxslon Wthh is

" addressed to France and which defines the posmon to be taken in the negotiation of a

new agreement between the Commumty and the Prmmpallty of Monaco

I. General consnderatmnsf

\France has pamcular monetary hnks with the Pr1nc1pal|ty of Monaco, whlch are based on

different legal mstrumentsI and which ensure that banknotes and coins issued by.France |
have legal tender status in the Principality of Monaco. Coins issued by the Principality of -
Monaco have legal tender status in the Principality of Monaco only. The Prmcxpahty of -
Monaco has neitheran own currency nor a central bank. :

- Fmanc;al \msntutxons located in'the Prmc;pahty of Monaco have access to the'reﬁnancing' ,
facilities of the Banque de France, which they have not used in the past and to some

French payment systems under the same conditions a$ French banks. On the other hand ‘

" they are subject to the same minimum reserve and statlstlcal reporting requirements as

French banks. Moreover they are- subject to the same conditions  with regard .to the

" grantmg ofa bankmg ucense and are superwsed by the competent French authorltles

~As from 1 January 1999, France will adopt the euro as its currency. In accordance with
. the Treaty, the European System of Central Banks will define. and 1mp1ement the

' T Ordonnance. monégasque f xant le cours légal. et le cours forcé des monnaiés- et blllets

du 2 Janv1er 1925; Convention franco-monégasque relative au contréle des changes, 14 avril 1945 ;
Echanoe de lettres entre la France et Monaco du 18 mai 1963 relatif.a la réglementation bancaire dans
“la Prmc:pauté as amended by the uchange de lettres du 27 novembre 1987

- . —
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_ monetary policy of the Community. Therefore a new agreement needs to be concluded |
between the Community and the Principality of Monaco.

The draft Council decision determines the principles on which the negotiations with the
Principality of Monaco -should be based. The Commission recommends that the
Community allows the Principality of Monaco to use the euro as its official currency and
- to grant legal tender status to euro banknotes issued by the European System of Central
Banks and to euro coins issued by the Member States which have adopted the euro.
Moreover, financial institutions located in the Principality of Monaco may. be granted
access to the payment systems offered by the ESCB under conditions to be determined by
the ECB. :

On the other hand, the Principality of Monaco is expected to undertake not to issue any
banknotes, coins or monetary surrogates of any kind unless the conditions for such
issuance are agreed with the Community. Moreover, the Principality of Monaco is
expecied to- make Community rules on euro banknotes and coins applicable in the
Principality of Monaco and to cooperate closely with the Community with regard to
measures against counterfeiting of euro banknotes and coins.

The draft Council decision is based on Article 109 (3) of the Treaty, which stipulates that -
“By way of derogation from Article 228, where agreements concerning monetary or.
foreign exchange regime matters need to be negotiated by the Community with one or
-more States or international organizations, the Council, acting by a qualified majority, on
a recommendation. from the Commission and after consulting the ECB, shall decide the .
arrangements for the negotiations and for the conclusion of such agreements.”

Given the close historical links -between France and the Principality of Monaco, the
Commission recommends that France negotiates -and concludes the new agreement on
" behalf of the Community. In accordance with Article 109 (3) of the Treaty, the
Commission will be fully associated with the negotiations. The Comrmission
_'recommends that the European Central Bank is fully associated with the negotiations in
its fields of competence. The draft agreement will have to be submitted to the Economic
and Financial Committee for opinion. The draft agreement will have to be submitted to
the Council in the case that the Commission or the European Central Bank or the
Economic and Financial Committee are of the opinion that this is necessary.

IL Commemé on the articles

Article 1

This article reflects the fact that the agreements between France and the Principality of
~ Monaco in their present form are not compatible with the-allocation of competence for

" monetary and exchange rate matters as laid down in the Treaty. The arrangements
therefore need to be amended or replaced at the earliest possible date. France is requested
to give notice to the Principality of Monaco with a view to amend the agreements at the
earliest date which is possible under the existing agreements. :
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" Article 3

Artucle 2

Y

Article 2 stlpulates that the principles- Taid down in Articles 3 to 6 should form the basrs -

~ for the position to be taken by France on behalf of the Community in the negotiations .
- with the Principality of Monaco on an agreement concerning monetary matters.

Article 3 stipulates that the CoMuhity may allow the Principality of Monaco to use the -
euro as its.official currency and to grant legal tender status to euro banknotes issued by
the European System of Central Banks and to euro coins issued by the-Member States
which have adopted the euro. This would ensure that the Principality of Monaco and
France could continue to have the same currency, i.e. the euro, and that banknotes and
coins which- have legal tender status in France, would have the same status in the
Prmc1pa11ty of Monaco. - :

Article 4 o

- - - ) I o - . ’ ) [N o o
Article 4 stipulates that the Principality of Monaco is expected to undertake net to.issue
any banknotes, coins or monetary surrogates unless the issuance is expressly. foreseen in |

. the agreement This applies not only to bankriotes, coins or other monetary surrogates
" denominated in euro but to all kind of banknotes coins and monetary surrogates

independent of thelr denommatlon

Article 5

- The purpose of the first paragraph is to ensure that Communlty rules on euro banknotes

and coins such as those-on the enforcement of copyright, the exchange of damaged .
banknotes and the reproduction of banknotes and coins, are- respected in the Prlnc1pahty
of Monaco . ‘ : , : =

The Se:cond paragraph stlpulates that the Prmcrpahty -of Monaco is expected to undertake
to co-operate closely with the ‘Community ‘in the protectlon euro banknotes and coins
against counterfeiting. This concerns, inter alia, the exchange of technical and statistical

. _data concerning counterfeited banknotes and coins and the exchange of operatlonal and

strategic information between the competent authorities. The Principality of Monaco is

- expected to ensure adequate sanctlons agalnst counterfeltmg and falsrﬁcatron of euro R
e banknotes and coins. ‘

Article 6

Article 6 stipulates that the C\or'nmunity.mayallow financial institutions located in the
Principality of Monaco to have access to some or-all French national payment systems

_ under conditions to be determined with the agreement of the European Central Bank.
This " provrslons is niot meant to allow the imposition of an obligation on the ESCB to -

- grant access to the ESCB payment systems Such access can only be granted if the ECB .

- agrees. = - :



* Article 7 and 8

Article 7 and 8 stipulate that France shall conduct the negotiations with the Principality
of Monaco and conclude the agreement on behalf of the Community. The Council makes
thereby use of it competence to define. the arrangements for the negofiations and for the
conclusion of agreements concerning monetary or foreign exchange regime matters. In

. accordance with Article 109°(3) of the Treaty, it is recalled that the Commission shall be
" fully associated with the negotratlons .

Given the relevance of most of the aspects of thrs agreement for the European Central |
Bank, the European Central Bank shall be fully assoc1ated w1th the negotlatlons in-its
fields of competence

Before the conclusion of the agreement; France shall submit the draft agreement to the
Economic and Financial Committee for opinion. If the Commission or the European
Central Bank, which have been fully associated to the negotiations or the Economic and
Financial Committee are of the opinion that the agreement should be submitted to the
Council, the conclusion of the agreement has to wait for the Counc1l to take a decision in
) accordance with Article 109 (3) of the Treaty :

‘ Article 9

Article 9 reﬂects the requirement that any persisting bilateral agreements between France
and the Pnnc1pahty of Monaco have to.be compatible not only with the allocation of
competence for monetary and exchange rate matters as laid down in the Treaty, but also
with the new agreement between the Community and the Prmcrpahty of Monaco
concernmg then' monetary relatlons :

Article 10

This article clanfies that the decrsron is addressed to France. It will be effectlve as soon
as it is notified to France. : : .
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Having regard to the-recommendation from the C_ommissi(m,

M

Recommendatlon for a Councnl Decrsnon [.Jof...
on the position te be taken by the Communlty regardmg an agreement
concernmg the monetary relatlons w1th the Prmclpallty of Monaco .

98/ 0365(CNB) -

" The Council of the European Union,

K Havmg regard to the Treaty estabhshmg the European Commumty, and in partlcular h
"~ Article 109 (3) thereof,

 Having regard to:the opini.on of the European Central Bank,

S

-

¢ Yo

Whereas according fo Council reg'nlation (EC) No 974/98 of 3 May. 19981 the euro

“will be substituted as ‘from 1 January 1999 for the currency of each partlcrpatlng

o Member State at the conversion rate;

@

:— - matters in the Member States adoptmg the euro.as from the same date;
(3)

O

Y

Whereas the Commumty w111 have the competence for monetary and exchange rate_ '4

-

Whercas the' Co'uncil is to determine -the arrangéments for thc n'egotiation and
c'on‘clusi‘on of 'agreemcnts conc’eming monetary or foreigri exchange regime m_atters;‘

Whereas France has particular monetary links wrth the Pr1nc1pa11ty of Monaco which :
are based on different legal 1nstruments2 whereas ﬁnancnal institutions located inthe

5 Prmclpahty of Monaco have the poten_tlal right to access the reﬁ_nancmg facxlmes of

‘0JL139 115 1998 pl

_Ordonnance monégasque ﬁxant le- cours léga] et le cours forcé des monnaies et - blllets

- du 2 janvier 1925; Convention franco-monégasque relative au controle des changes, 14 avril 1945 ;

Echange de lettres entre la France et Monaco du 18 mai 1963 relatif 4 la réglementation banca\re dans '

la Prmcrpauté as amended by the Echange de ]ettres du 27 novembre 1987

o]
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the Banque de France and whereas they particrpate in some French payment systems
under the same conditions as French banks;

Whereas the euro will be substituted for the French Franc on 1 January 1999;

Whereas according to»de:claration' No 6 annexed to the final act of the Treaty on
European Union, the Community undertakes to facilitate the renegotiations of

 existing arrangements with the Principality of Monaco as might become nécessary as

(7)

a result of the introduction of the single currency;

Whereas the arrangements between France and the Principality of Monaco in their

_present form need to be. amended or, as the case may be, replaced at the earliest

.possible date, taking into account the allocation of competence to the Community for

®)

monetary and exchange rate matters as la1d down in the Treaty;

Whereas given the close economic relations between the Principality of Monaco and
the Community, it'is appropriate that an agreernent concerning banknotes and coins,
the access to payment systems and the legal status of the euro in the Principality of
Monaco is concluded between the 'Community and the Principality of Monaco;
whereas given thé historioal links between France and the Principality of Monaco, it
is appropriate that France negotiates and may conclude the new agreement on behalf
of the Community; ' |

. (9) Whereas in order to allow the Principality of Monaco to have the same currency as

Franee, it is appropriate to agree that the Principality of Monaco uses the euro as its -
_ofﬁcial currency and grants legal tender status to euro banknotes and coins issued by:

" the European System of Central Banks and the Member States which have adopted

the euro;

(10) Whereas it is important that the Pnnc1pahty of Monaco ensures that Commumty

rules on banknotes and coins denominated i in euro are applicable in the Principality
‘of Monaco; whereas euro banknotes and coins need appropriate protection against

--counterfeiting; whereas it is important that the Principality of Monaco takes all the

necessary measures to combat counterfeiting and to cooperate with the Community -
in this area;

(1 1) Whereas the European Central Bank and the national central banks may engage in

all types of banking transactions in relation to ﬁnancral institutions located in third

,countnes whereas the European Central Bank and the national central banks ~may

under appropriate conditions allow financial institutions in third countries access to

 their payment systems; whereas the agreement between the Commumty and the '
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N Bank or on any natlonal central'bank; - o

'HAS ADOPTED THIS DECISION:
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Pr1nc1pa11ty of Monaco shall not 1mpose any obllgatlons on the European Central

-(12) Whereas the‘Commission and the European Central Bank in its fields of competence

will have to be fully, assocrated with these negotlatrons whereas it is approprlate that
France submits the draft agreement to the Economlc and Financial Committee for its ,
opmron whereas the draft agreement will Kave to be submltted to the Council in the
case that the Commrssron or the European Central ‘Bank o the Economlc and -
.Fmancral Commrttee are of the oplmon that ‘this i is necessary,

13 W_hereas‘ existing agreements beltWeen. France and the Principality of Monaco should

- be amended or, as the case may be, replaced so as to avoid any inconsistencies
between such agreements- and. the agreement between the Community and the B
. Principality of Monaco concerning their monetary relations;

_ Article 1

" France shall notify the Prmcrpahty of Monaco of the need to amend the existing
- ,'arrangements between France and the Principality of Monaco at the earliest possible date

as far as monetary matters are concerned and offer negotratlons for a new agreement

ST Article2

The posrtron to be taken by the Commumty in the negotratlons with the Prmcrpahty of

~ Monaco for an agreement concerning matters . referred to below shall be based on the
.prmcrples lard down in Articles 3 to 6. o - ' T

Artlcle 3

»

(D) The Prmcrpallty of Monaco shall be entltled to use the euro as its ofﬁcral currency

2) The PrlnCIpahty of Monaco shall be- entrtled to grant legal tender status to euro - e

banknotes and: coms .



 Article 4
The Principality of Monaco shall undertakefnot to issue any banknotes, coins or monetary }

surrogates of any kind unless the conditions for such issuance have been agreed with the
European Community. ' *

Article § .
(1)' The Principality of Monaco shall undertake to make Community rules on euro
banknotes and coins applicable in the Principality of Monaco.

(2) The Prinéipélity of Monaco shall undertake to cooperate closely with the Community -
with regard to measures against counterfeiting of euro banknotes and coins..

_ Article 6
Financial institutions located in the Principality of Monaco may have access to some or

all French payment systems under. appropriate conditions to be determined with the
' agreement of the European Central Bank. .

Article 7

France shall conduct the negotiationé with the Principality of Monaco on the above-
mentioned matters on behalf of the Community. The Commission shall be fully
associated with the hegotiations. The European Central Bank shall be. fully: associated
with the negbﬁations in its fields of competence. France shall submit the draft agreement
to the Economic and Financial Committee for opinion.

Article 8

i . < . .
France shall be entitled to conclude the agreement on behalf of the Community unless the
Commission or the European Central Bank or the Economic-and Financial Committee
“ are of the opinion that the agreement should be submitted to the Council.
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Done at Brussels,

- Articie 9

France and the Prmc1pahty of Monaco shall review thelr eXIStm{, arrangements in-order

to make them’ compat1ble with the agreement between the Commumty and the |

' Prmmpalxty of Monaco concemmg their monetary relatlons

\ . . . o .- - . s : . . ’ =

" Article 10

‘This decision is addressed to France. =~ = - e

~ Forthe Council "© -~ .
The President -
L
.,-



Recommendation for a Conncil Deeision
on the posmon to be taken by the Community regarding an agreement
concernmg the: monetary reiations with the Repubhc of San Marino

-

EXPLANATORY MEMORANDUM. -

As from 1 January 1999, the Community will have the exclusive competence for
.monetary and exchange rate matters in the Member States adopting. the euro. Any
agreement with third countries concerning monetary or foreign exchange rate matters
needs to reflect this allocation of competenc‘:e Therefore, the Community must decide on
the future of such agreements which exist between Member States adoptlng the euro and
third countries.

For this purpose, the Commission is presenting a draft Council Decision which is

addressed to Italy and which defines the position to be taken in the negotiation of a new A

agreement between the Community and the Republic of San Marino.

i. Cenemh considerations

Italy has concluded several agreements with the Republic of San Marino 'whi_ch'inelude

provisions on monetary matters! and which ensure that banknotes and coins issued by
Italy have legal tender status in the Republic of San Marinoc. Coins issued by the
Republic of San Marino, in a material other than gold, are identical in shape, dimension
and composition to those circulating in Italy. The issuing volume of these coins, which
have legal tender status in the Republic of San Marino and in Italy is limited by the
agreements. The Republic of San Marino has undertaken not to issue any other coins,
banknotes or monetary surrogates. The Republic of San Marino has neither an own

currency nor a central bank, even though the Istituto di Credito Sammarinese performs

some functions similar to those of & central bank.

- Financial institutions located in the Republic of San Marino do not have access to the
- refinancing facilities of the Banca d’Italia. On the other hand, one financial institution
* located in the Republic of San Marino has access to the Italian RTGS system. There is no

- formal relationship between the Banca d’Italia and the Istituto di Credito Sammarinese.

Convenzione di amicizia e di buon vicinato fmSan Marino ¢ L'Italia del 31 'marz'o 1939, as amended,

Convenzione monetaria tra la Repubblica Italiana ¢ la Repubblica di San Marino, 21-XII-1991;

Convenzione in materia di rapporti finanziari e valutari tra la Repubblica Italiana ¢ la Repubblica di
. San Marino con atto aggiuntivo corredato da Processo Verbale firmato a Roma il 4 marzo 1994.
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As from 1-January 1999, Italy will adopt the euro as its .currency. In accordance with the

-Treaty, the European System of Central Banks will define and implement the monetary -

policy of the Community. Therefore a new agreement needs to be concluded between the

= Commumty and the Repubhc of San Marino.

The draft Council decrslon determmes the pr1nc1ples on which the negotiations with the.
Repubhc of San Marino should be based. The Commlssmn recommends that the

" Community allows the Republic of San Marino to use ‘the euro as its official currency

and to grant legal tender status to euro banknotes issued by the- European System of
Central Banks and to euro coins issued by the: Member States which have adopted the

:euro. Moreover, financial institutions located in the Repubhc of San Marino may be

granted access to the payment systems offered by the ESCB under conditions to be

' determmed by the ECB

’

On the: other hand, the Republic‘ of San Marino is expected to undertake not to issue any

'fbanknotes coins. or monetary surrogates of any. kind unless the conditions for such

issuance are’ agreed with the Commumty Moreover, the Republlc of San Marino is
expected to make Community rules on euro banknotes and coins applicable in the
Republic of San Marino and to cooperate closely with the Community with regard to

- measures against counterfemng of euro banknotes and coins. It is confirmed that Italy

may choose to issué coins with a specific symbol relating to the Republic of San Marino. -

~ The draft Counci] decision is b_ased;_on Article 109.(3) of the Treaty, which stipulates that
. “By ‘way of derogation from Article 228, where agreements concerning monetary or

foreign exchange regime matters need to be negotiated by-the Community with one or
more States or international orgamzatlons the Council, acting by a qualified majority, on

. a recommendatlon from the Commission and after consulting the ECB, shall decide the .

arrangements for the negotiations and for the conclusron of such agreements.”

Grven the close’ hlstorlcal lmks between Italy and the Republlc of San Marino, the
Commission recommends that Italy negotiates and concludes the new agreement on
behalf-of ‘the Community. In accordance with Article 109 -(3) of the Treaty, the
Commission .will be fully associated with the negotlatlons The Comm1sswn"‘

‘ recommends that the European Central Bank is fully associated with the negotiations in. -

its fields of competence. The draft agreement will have to be submitted to the Economic
and Financial Committee for oopinion. The draft agreement will have to be submltted to.
the Economic and Financial Committee for opinion. The draft agreement wrll have to be ,

submitted to the Council in the case that the Commission or the. European Central Bank. -

or the Economlc and Fmancral Commlttee are of the opmlon that this is necessary

iI. .Comments on.the articles

Artlclel S

This article reflects the fact that the agreements between Italy and the Repubhc of San -

, Marino in their. present form are not compatible with the allocation of competence for = - '

monetary .and exchange rate matters as laid down in the Treaty. The arrangements' :
therefore need to be amended or replaced at the earhest possrble date Italy is requested to -

Ed




give notice to the Republic of San Marino with a view to amend ‘the agreements at the
earliest date which is possible under the existing agreements.

Article 2 . | j - !

Artlcle 2 stlpulates that. the principles laid down in Artlcles Jto 6 should form the basis,

. for the position to be taken by Italy on behalf of the Community in the negotiations with
the Republic of San Marino on an agreement concerning monetary matters.

Article 3

Article 3~’stipulate's. that the Commu_.nity may allow the Republic of San Marino to use the

euro as its official currency and to grant legal tender status to euro banknotes issued by
the European System of Central Banks and to euro coins issued by the Member States -

which have adopted the euro. This would ensure that the Republic of San Marino and
Italy could continue to have the same currency, i.e. the euro, and that banknotes and coins
which have legal tender status m Italy, would have the same status in the Republlc of San
Marino. :

Article 4

Article 4 stipulates that the Republic of San Marino is expected to undertake not to issue
any banknotes, ¢oins or monetary surrogates unless the issuance is expressly foreseen in

- the agreement. This applies not only to’ banknotes, coins or other monetary surrogates
denominated in euro but to all kind of banknotes, coins and monetary surrogates
mdependent of their denomination. - -

- Article 5

. The purpose of the first paragraph is toiensu're that Community rules on euro banknotes V
and coins such as those on-the enforcement of copyright, the exchange of damaged ..

banknotes and the reproductlon of banknotes and coins, are respected in the Repubhc of’
San Marmo

The second paragraph stlpulates that the Republic of San Marino is expected to undertake:

‘to co-operate closely with the Community in the protection euro banknotes and coins

against counterfeiting. This concerns, inter alia, the exchange of technical and statistical

data concerning counterfeited banknotes and coins and the exchange of operational and
strategic information between the competent authorities. The Republic. of San Marino i is

expected to ensure adequate sanctlons against counterfemng and fa151ﬁcat10n of euro

banknotes and coins.

Article 6

5
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' Ar‘ucle 6 stlpulates that the Commumty may allow ﬂnancna] 1nst1tutlons located in. the
Republic of San Marmo to have access ‘to the Italian -national RTGS system? under
~conditions to be determined by the European Central Bank. This provisions is not meant.

to allow the imposition of an obligation on the ESCB to grant .access to the ESCB

payment systems. Such access to the Italian national RTGS system can only be granted -

A 1f the ECB agrees and under the condltlons specxﬁed by the ECB

. .Artlcle 7 and 8

—

. Artlcle 7 and 8 stipulate that Italy shall conduct the negotlatlons with the Republic of San -
.Marino and’ conclude the agreement on behalf of the Community. The Council makes-
~_thereby use of it competence to define the arrangements for the negotiations and for the

. conclusion of agreements concerning moneta'ry'or foreign exchange regime matters. In .
_accordance with Article 109 (3) of the Treaty, 1t is recalled that the Comm1ss1on shall be

fully assoc1ated with the negotlatlons

s

leen the reIevance of most of the aspects of this agreement for the Enropean Central
~ Bank, the European. Central Bank shall be fully assocxated with the negotratlons inits
. fields of competence '

~

Before the conclusmn of the agreement Italy shall submit the draft agreement to the_

Economlc and Financial Committee for opinion. If ‘the Commission or the European

- Central Bank, which have been fully associated to the negotiations or the Economic and
Financial Committee are of the opinion that the agreement should be submitted to the -

Council, the conclusion of the agreement has to wait for the Council to take a dec151on in
accordance w1th Artlcle 109 (3) of the Treaty ' '

*Arﬁclea‘l S

Artlcle 9 reflects the requlrement that any per51stmg bllateral agreements between Italy. o
“and the Republic of San Marino have to be compatible not only with the allocation of .
_“competence for monetary and exchange rate matters as laid down in the Treaty, but'also. . -
~with the new agreement between the Commumty and the Republlc of San Marmo -

concemmg thelr monetary relatlons :

- ’Articne'm

_ _ThlS artrcle clanﬁes that the dec:sron is addressed to ItaIy It w1ll be effectlve as soon as
[itis notified to Italy : :

2 Real-Time Gross Settlement System

-

. /?‘/



Recommendation for a Council Decision [ ]of...
on the position to be taken by the Community regarding an agreement
~ concerning the monetary_ relations with the Republic of San Marino

" L - o ' o 98/ 0366(CNB)

The Council c:f the European Uniori,

Having regard to the Treaty estabhshmg the European Commumty, and in partlcular :
Article 109 (3) thereof

Having regard to the recommendation from the Commission,
o Haviog regard to-the opinion of the European Central Bank,

3

(1) Whereas accordmg to Council regulatlon (EC) No 974/98 of 3 May 1998! the euro
will be substituted as from 1 January 1999 for the currency of each part1c1patmg
Member State at the conversion rate; '

(2) Whereas the Community will have the corhpetence for monetary and exchange rate
~matters in the Member States adopting the euro as from the same date;

(3) Whereas the Council is to determine the arrangements for the negotiation and
conclusion of agreements concerning monetary or foreign exchange regime. matters;

(4 Whe‘reas [taly has concluded several agreements with the Republic of San Marino
" which include provisions on monetary matters?; o o

(5} Whereas the euro will be substituted for the Italxan Liraon 1 January 1999

1 OIL139,115.1998,p.1

Convenzione di amicizia e di buon vicinato fra San Marino e I’lialia del 31 marzo 1939, as amended,
Convenzione monetaria tra la Repubblica Italiana e la Repubblica di San Marino, 21-XI1I-1991;
Convenzione in materia di rapporti finanziari e valutari tra la Repubblica Italianz ¢ la Repubblica di
San Marino con atto aggiuntivo corredato da Processo Verbale firmato a Roma il 4 marzo 1994..
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Whereas according to declaration No 6 annexed to. the final act 'of the Treaty on
, European Union, the Commumty undertakes to facilitate the- renegot1at10ns of

exnstmg arrangements with the Repubhc of San Marino as mlght become necessary

as a result of the mtroductron of the smgle currency,

Q)

Whereas the agreements between Italy and the Republic of San Marlno in their

present form need to be amended or, as the case may be, replaced at the: earhest

(8)

possylble date, taking into account the allocatxon of competence to the Commuinity for
monetary and exehange rate matters,as laid down'in the Treaty;

Whereas glven the close econom1c relatlons between "the Repubhc of San Marino

and the Commumty, it is appropnate that an agreement concemmg banknotes and

" coins, the access to payment systems and the legal status of the euro in the Republic '
. of San Marino. 1s concluded between the Community and the- Repubhc of San
Marino; whereas given the historical links between Italy and the Repubhc of San

Marmo it is approprlate that Italy negotlates and may ¢ conclude the new agreement'

on behalf of the Commumty,

,- 9 Whereas in order to allow the Republlc of San Marmo to havc the same currency as
- Italy, it'is appropriate, to agree. that the Republic of San Marino uses the euro as its
“official currency and grants legal tender status to euro bankriotes and coins issued by .
‘the European System of Central Banks and the Member States whrch have adopted o

the euro

(10) Whereas 1t is important that the Republlc of San Manno ensures that Commumty -

_rules on banknotes and coins denominated in euro are apphcable in the Repubhc of . e

: San Marino; whereas euro banknotes and coins need approprlate protection agamst _
_ counterfemng, whereas it is 1mportant that the Repubhc of San Manno takes all the -

' necessary measures to combat counterfemng and to cooperate with the Communlty
‘in thlS area;.

~ their payment systems; whereas' the agreement between the Commumty and the '
.~ Republic of San Marmo shall not lmpose any obhgatlons on the European Central «
Bank or on any natlonal central bank '

. Italy submrts the draft agreement to the Economic and ‘Fmanclal Committee for its -

(1 l)Whereas the European Central Bank and the national central banks may engage inall
"~ types of bankmg transactlons iri relation to ﬂnanclal “institutions located in thlrd o
" countries; whereas the European Central Bank and the natlonal central banks may

under appropriate condmons allow ﬁnancral 1nst1tutrons in third countries access to

(12) Whereas the Commlsswn and the European Central Bank in its ﬁelds of competence ) .

will have to be: fully associated with these negotratrons whereas it is appropriate that

o



.. opinion; whereas the draft agreement will have to be submitted to the Council in the -
case that the .Commission or the European Central Bank or the Economic and
Financial Committee are of the opinion that tlulis,is' necessary;

(13) Whereas existing agreements between Italy and the Republic of San Marino should
be amended or, as the case smay be, replaced so as to avoid any inconsistencies
between such agreements and the ‘agreement between the Commumty and the

‘Republic of San Marmo concerning their monetary relations;

HAS ADOPTED THIS DECISION:

a0

Article 1 _
Italy shall notify the Republie of San Marino of the need to amend the existing

" agreements between Italy and the Republic of San Marino at the earliest possible date as -
far as monetary matters are concerned and offer negotiations for a new agreement.

-~

Article2
The position to be taken by the Community in the negotiations with the Republic of San
Marino for an agreement concerning matters referred to below shall be based on the

- principles laid down in Articles 3 to 6.

Article 3

_ (1) The Republic of San Marino shall be entitled to use the euro as its official eurrency

- (2) The Repubhc of San Marmo shall be entltled to grant legal tender status to euro
~ banknotes and coins.

ks



... Articled

The Republic of San Marino_ shall undertake not to issue any banknotes, éoins' or

© monetary surrogates of any kind unless the conditions for such issuance have been agreed N

with the European Commumty

Artiele 5.

_ (1) The Republrc of San Marino- shall’ undertake to make Commumty rules on euro .

_banknotes and coins appllcable in the Repubhc of San Marrno

'(2) The Repubhc of San Marino shall undertake to cooperate closely with the

Community with regard to measures agalnst counterfeiting of euro banknotes and coins.’

LR

~ Articlé 6

‘Financial institutions located in the Republic of San Marino. may have access 10 the

' Italian national RTGS under approprrate condrtlons to be determmed by the European )

»

Central Bank

PR

:‘Article 7

Italy shall conduct the negotlatrons with the Repubhc of San Marino on the above—' N

_mentroned matters on behalf of the Commumty The 'Commission shall be fullyk .

- .associated with the negotiations. The European Central Bank shall be fully assocrated' :

: A'wrth the negotratlons in its fields of competence. Italy shall submlt the draft agreement to " : N

‘ 'the Economlc and Frnancral Comrmttee for oprmon

~

Article 8

Italy shall be entitled to conclude the agreement on behalf of the Community unless the

Commission or the European Central Bank. or the Economic. and Financial Commxttee
are of the opinion that the agreement should be submitted to the Councrl



[

" Article 9

Italy ‘and the Republic of San Marino shall ensure that existing agreements are
compatible with the agreement between the Community and the Republic of San Marino
concerning their monetary relations.

Article 10

This decision is addressed to Italy. o .

Done at Bmsséls,
For the Council

The President

s
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Recommendatlon for a. Councll Dectsnon .
on the posutlon to be taken by the Community regarding : an agreement
concernmg the monetary relations with Vatlcan Cnty

~

EXPLANATORY MEMORANDUM . -

As from 1 January 1999, the Community will have the exclusive competence for
monetary: and exchange rate matters in the Member States adopting the euro. Any
agreement with third countries concerning monetary or foreign- ‘exchange rate matters
needs to reflect this allocation of competence. Therefore, the Community must decide on )
the future of such a;,reements which ex1st between Member States adoptmg the euro and
thll‘d c0untr1es : : :

For this' purpose ‘the Commission is presenting a draft- Council -Dec‘-ision which is
“addressed to Italy and which defines the position to be taken in the negotlanon of anew -
agreement between the Commumty and Vatlcan Clty :

s

I General eons1deratlons

Italy has partlcular monetary links with the Vatican City, which are based on a monetary
conventlon which ensures that coins issued by Italy have legal tender status in Vatican -

City. Banknotes issued by the Banca d’Italia do not have the status of legal tender but -

circulate de facto within the territory of Vatican City. Coins issued by Vatican City, ina -
material other than gold, are identical in shape, dimension.and composition to those

~ circulating in Italy. The issuing volume of these coins, which have legal tender status in

Vatican City and in Italy, is limited by the monetary convention. Vatlcan City has nelther
an own currency nor a central bank \

Fmanmal institutions Iocated in Vatlcan City have neither access to the refinancing

facilities of the Banca d’Italia nor to the Italian RTGS system. They are not sub]ect to ’

any prudentlal supervision by Italian authorltles

As from 1 January 1999, Italy will adopt the euro as its currency In-accordance w1th the
'Treaty, the European System of Central Banks will define and implement the monetary -
policy of the Community. Therefore a new agreement. needs to be. concluded between the B
Communlty and Vatlcan City. g

-

1. Convenzione monetaria: tra’ la Repubbhca ltahana e lo Stato della Citta del Vatlcano il
3 dicembre 1991 : : -



The draft Council decision determines the pirinciples on which the negotiations with

Vatican City should be based. The Commission recommends that the Comimunity allows -

. Vatican City to use the euro as its official currency and to grant legal tender status to euro
banknotes issued by the European System of Central Banks and to euro coins issued by
the Member States which have adopted the euro. Moreover, financial institutions located
in Vatican City may be granted access to the payment systems offered by the ESCB.
under conditions to be determmed by the ECB.

" On the other h_and, Vatican City is expected to undertake not to issue any banknotes,
coins or monetary surrogates of any kind unless the conditions for such issuance are
- agreed with the Community. Moreover, Vatican City is expected to make Community
rﬁles on euro banknotes and coins applicable in Vatican City and to cooperate closely:
with the Community with regard to measures against counterfeltmg of euro banknotes
and coins. It is confirmed that Italy. may -choose to issue coins with a spemﬁc symbol
relating to Vatican Clty

The-draft Council decision is based on Article 109 (3) of the Treaty, which stipulates that -
“By way of derogation from Article 228, where agreements concerning monetary or
foreign exchange regime matters need to be negotiated by the Community with one or
more States or international organizations, the Council, acting by a qualified majority, on
a recommendation from the Commission and after consulting the ECB, shall decide the
arrang’ements for the negotiations and for the conclusion of such agreements.”

Given the close . historical links between Italy and Vatican City, the Commission
recommends that Italy negotiates and concludes the new agreement on behalf of the
Community. In accordance with Article 109 (3) of the Treaty, the Commission will be
fully associated with the negotiations. The Commission recommends that the European
Central Bank is associated with the negotiations in its fields of competence. The draft
‘agreement will have. to .be’ submitted to the Economic and Financial Committee for
opinion. The draft agreement will have to be submitted to the Economic and Financial
Cbminittee for opinion. The draft agreement will have to be submitted to the Council in

_ the case that the Commission or the European Central Bank or the Economlc and . .

Financial Commxttee are of the opinion that this is necessary.

| II. Comments on the'_airticles

Article 1

- This article reflects the fact that the agreements between Italy and Vatican City in their
present form are not compatible with the allocation of competence for monetary and
exchange rate matters as laid down in the Treaty. The arrangements therefore need to be
amended .or replaced-at the earliest possible date. Italy is requested to give notice to
Vatican City with-a view to amend the agreements at the earliest date which is pos31b1e

- under the existing agreements
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© Article 3

. Article 2

Article 2 strpulates that the pr1nc1ples laid down in Articles 3 to 6 should form the ba315

for the position to be taken by Italy on behalf of the Community in the negotlatlons w1th o

Vatican City-on an agreement concemmg monetary matters.

Article 3 stipulates that the Community may allow Vatican City to use 'the’euro‘ as its

* official currency and to grant legal tender status to euro banknotes issued by .the
European System of Central Banks and to euro coins, issued by the Member States which - |
have adopted the euro. This would ensure that Vatican City and Italy could continue to-

“have the same currency, i.e. the euro, and that banknotes and coins whlch have legal

tender status in Italy, would have the same status in Vatrcan City. ~

Article 4

Article 4 stipulates that Vatican City is expected to undertake not to issue any banknotes .

coins or monetary surrogates unless the issuance is expressly foreseen in the agreement.

‘This applies not only to banknotes, coins or other monetary surrogates denominated in -

euro but to all kind of banknotes, coins ‘and moneétary surrogates independent of their
denommatron - -

. Article5 S .

-

" The purpose of the first paragraph is to ensure that Community rules on euro ‘banknotes
"and coins such as those on the enforcement of copyright, the exchange of damaged ;
. banknotes and the reproduction of banknotes and coins, are respected in Vatlcan Clty

The second paragraph stlpulates that Vatlcan C1ty is expected to undertake to co- -operate '
closely with the Community in the protection euro banknotes and coins against =~
L counterfemng This concerns, inter alia, the exchange of technical, and statistical data. =~

concerning ' counterfeited banknotes and coins and the exchange of operatlonal and -

‘strategic information between the competent authorities. Vatican City -is expected to -
_ensure adequate sanctlons agalnst counterfeltmg and fa151ﬁcat10n of euro banknotes and

coms

5 -

“Article 6

Article- 6" stipulates that the Community may allow financial institutions located in

- Vatican City to have access to the Italian national RTGS system? under conditions to be -
: deterrmned by the European Central Bank. This provisions is not meant to allow the_
. 1mposmon of an obhgatlon on the ESCB to grant access to.the ESCB payment systems :

2 Real-Time Gross Settlement System



Such access to the Itallan national RTGS system can only be granted if the ECB agrees
and under the conditions spec1ﬁed by the ECB.

no
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Article A7 and 8

- Article 9 -

~

Article 7 and 8 stipulate that Italy shall conduct'the negotiatiOns with Vatican City and |
conclude the agreement on behalf of the Community: The Council makes thereby use of
it competence to define the arrangements. for the negotratlons and for the conclusion of

agreements concerning monetary or foreign exchange regime matters. In accordance with
Article 109 (3) of the Treaty, it 1s recalled that the Commission’ shall be fully assocrated

- with the negotiatrons

Given the relevance. of most of the aspects of thls agreement for the European Central .
Bank, the European Central Bank shall be fully assocrated w1th the negotrat1ons in 1ts

ﬁelds of competence

Before the conclusion of the agreement Italy shall submlt the draft agreement to. the .

Economic and Financial Committee for opinion. If the Commission or the European

Central Bank, which have been fully associated to the negotiations or the Economic and -

Financial Committee are of the gpinion that the -agreement should be. submitted to the
Council, the conclusion of the agreement has to wait for the Council to take a- decrsion in

: accordance w1th Artrclc 109 (3) of the Treaty

-

.

o Article 9 reflects the requirement that any persisting bilateral‘agreements between Italy

and Vatican' City have to be compatible not only. with the allocation of competence for

»monetary and exchange rate matters as laid down in the Treaty, but ‘also with the new - R
R agreement between the Community and Vatican C1ty concemmg their monetary ]
relatlons :

1

-Article 10 ’

“This article clarifies that the decision is addressed to Italy It w111 be effectrve as soon as
it is notrﬁedto Italy L : , : g o




Recommendation for.a Council Decision | ] of ..

on the posntmn to be taken by the Conimunity regarding an agreement -

concerning the ,monetary relations with Vatican City -

98/ .0367(CNB)

" The Council of the European Union,

fHavmg regard to the Treaty establlshmg the European (,ommumty, and in partlcular

Amcle 109 (3) thereof

.Havrng regard to the recommendation from the Commission, .

Having regard to t'h.evopinion of the European Central Bank,

(1)

2

o)

C)

Whereas according to Council regulation (EC) No 974/98 of 3 May 1998! the euro

will be substituted as from 1 January 1999 for the currency of each partlclpatmg
Member State at the conversmn rate,

‘Whereas the Community will have the eompetence for monetary and exchange rate'v

matters in the Member States adoptmg the euro as from the same date

Whereas the Council is to determine the arrangements for the negotiation and .

conclusion of agreements concerning mon'etary or foreign exchange regime matters;

Whereas Italy has concluded an agreement w1th Vatlcan Clty wh1ch mcludes

' provxslons on monetary matters2

e

©)

'Whereas the euro will be substituted for the Italian Lira on 1 January 1999; A

Whereas accordingsto declaration No 6 annexed to the final act- of .the’ Treaty on

European Union, the Community undertakes to facilitate the renegotiations of

-existing arrangern_ents with Vatican City as might become necessary as a result of the
introduction of the single currency;

2

OJL139, 11.5.1998, p.1

. Convenzione monetaria tra la Repubbhca Italizna € lo Stato della Cittd del Vaticano ll-

" 3 dicembre 1991

~
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(7)

Whereas the agreement between Italy and-Vatican*City- in its présent forr_n need to

-'be amended or, as the case may be, 'replaced at the earliest possible date, taking into

B 'account the allocation of competence to the Commumty for monetary matters as laid

®):

down in the Treaty;

Whereas given the close economic relations between Vatlcan C1ty and the
Community, it is approprrate that an agreement concemlng banknotes and coins, the
access to payment systems and the legal status of the euro in Vatican City is
concluded between the Community and Vatican C1ty, whereas grven the historical -

", links between Italy and Vatican City, it is appropriate that Italy negotlates and may e

;conclude the new agreement on behalf of the Communrty,

) Whereas in order to allow Vatrcan City to have the same currency as Italy, it is’

approprtate to agree that Vatican City uses the euro as its official currency and grants
Jegal tender status to euro banknotes and coins tssued by the European System of

: Central Banks and. the Member States which have adopted the euro;

. (10) Whereas it is 1mportant that Vatican City ensures that Commumty rules” on‘

banknotes and coms denomxnated in euro are applrcable in Vatican City; whereas
euro banknotes and coins need approprlate protection agamst counterfeltmg, whereas
it ‘is important that Vatican City takes all the necessary measures  to combat '
counterfeitmg and to cooperate wrth the Commumty in this area; -

(11) Whereas the'European Central B‘ank and the national central banks may engage in

all types of banking transactions in. relation to finaricial institutions located in thlrd'

' ~ countries; whereas the European Central Bank and the national central banks mayr__ )

. national central bank;

under approprrate conditions allow financial institutions in third countries access to
their payment systems; whereas the agreement between the Community and Vatlcan_
City shall not impose any obligatrons on the European Central Bank or.on. any

(12) Whereas the Commrssron and the European Central Bank in its ﬁelds of competence

will have to be fully assoclated with these negotlatlons whereas it is appropriate that
Italy submits the draft agreement to the Economlc and Financial Committee for its
oplmon whereas the draft agreement will have to be submitted to the Counc1] in the -

case that the Commission or. the European. Central Bank or the Economlc and R, B
. Financial Comm1ttee are of the oplmon that this is necessary, _

(l3)Whereas the existing agr‘eement between Italy and Vatican City should be amended

or; as the case may be, replaced so as'to avoid any mconsrstencres between this

" agreement and the agreement between the Community and Vatican City concernmg

their monetary relations;




HAS ADOPTED THIS DECISION: -

Article 1

Itaiy shall notify Vatican City of the need to amend the existing egreement between Italy

‘and Vatican City at the carllest possible date as far as monetary matters are concemed"

~ and offer negotlatlons for a new agreement.

Article 2

The position to be taken by the Communitj in the negotiations with Vatican City for an
agreement concerning matters referred to below shall be based on the principles laid
down in Articles 3 to 6. '

Article 3
(1) Vatican City shall be entitled to use the euro s its official currency.

(2) Vatican City shall be entitled to grant legal tender etatus to euro banknotes and coins.

Article 4

Vatican City shall undertake not to issue any banknotes, coins or monetary surrogates of

any kind unless the conditions for such issuance have been agreed with the European

Community.

Artlcle 5

| (1) Vatican City shall undertake to make Community rules on euro banknotes and coins
‘ appllcable in Vatlcan City.

@ Vatican Clty shall undertake to cooperate closely with the Commumty w1th regard to
- measures against counterfeiting of euro banknotes and coins.

o



E Done at Brussels,

Article 6

Financial institutions located in Vatican City may have access to the Italian national -

" RTGS under appropriate conditions to be détermined by the European 'Central Bank.’

S - ArticleT

 Italy shiall ‘cohducf the negotiations with Vatican City on the abo{/e-nienfioned matters on
~behalf of the Community: The Comm1sswn shall. be fully assoc1ated w1th the’

negotlatlons The European Central Bank shall be fully associated w1th the negotlatlons

in its’ fields of competence. Italy shall’ submlt the draft agreement to the Econormc and .

Financial Committee for opinion.

-

Article 8- -

Italy shall be ehtitled to conclude the agreement 6n behalf of the Community unl'ees the

Commission or the European Central Bank of the Economlc and Financial Commxttee

. care of the oplmon that the agreement should be submltted to the Councnl

© - Article9

_ Italy and Vatican City shall ehsure'that any existing agreement. isé‘oniﬁatible with ‘the

agreement . between ‘the Community and ‘Vatican Clty concernmg thexr monetary

" relations.

O Artide10

This 'delci,sionf'is addressed to Italy.

For the Council

| The_Presiclleht' -
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