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Recommendation for.a Council Decision · 

on the position to be taken by ~he-community regarding an a,greement · 

concerning the monetary relations with the Principality of Monaco 

EXPLANATORY MEMORANDUM 

As from 1 January 1999, the Community will have- the exclusive· competence fot 
monetary ·and ex~hange ·rate matters in the Member States adopting the euro; Any 
agreement with third cowitries concerning monetary or foreign exchange rate matters 
needs to reflect this allocation of competence. Therefore, the Community must decide 011 
the future of such agreements which. exist between- Member. States adopting the euro and · 
third countries. 

,. .--. . . . 

For this purpose, the Commission is· presenting a draft Council Decision which is 
· addressed to France and which defines the position to be taken· in the negotiation of a 

new agreement between the Community and the Principality ofMonaco. . 

I. General considerations-

France has particu.lar monetary links with the Principality of Monaco: which are based on 
different legal instruments~ and which ensure that banknotes and coins issued by ,France -
have legal tenders~atus 'in the Principality of Monaco. Coins issued by the Principality of 
Monaco have legal tender status in the Principality of Monaco only. The_ Principality of . 
Monaco has neither·an own currency nor a central bank. · · 

Financiahnstitutions located in the Princjpality 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 system~ under the same conditions as French banks .. On the other hand . 
they are subject to. the same minimum reserve and statistical reporting requirements as 
French banks. Moreover, they are. subject to the same conditions with regard . to the 

· granting_ 'of a bar1;king.liCense and· are supervised by the competent French- authorities: 

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

Ordonnance. monegasque fixant le cours legal, et le cours force des monnaies· _et billets 
du 2 janvier 1925; Convention franco-monegasque relative au controle des changes, 14 avril 1945 ; 
Echange de lettres entre hi France et Monaco du 1-8 mai 1963 relatifa Ia reglementation bancaire dans 
laPrincipaute, as amended by the Echange de lettres du 27 novembre 1987 -

.!.· .. 



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 ~se 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 iss~ed 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 
theECB. . 

On the other hand, ~e Principality of Monaco is expected to undertake not to issue any 
banknotes, coins or monetary sUrr-ogates of any kind unless the conditions Jor such . · 
issuance are agreed with' the .Commlinity. 'Moreover, the Principal~ty of Monaco is 
expected 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 
m~asures agaipst counterfeiting of eillo 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· er 
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 su~h agreements." 

Given the close historical links ·between France. and the Principality of Monaco, the 
Conlmission 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 wili be- fully associated with the negotiations. The ·commission 
·recommends that the Eirropean 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. 

II.. Commen1ts on One articles 

All1icie 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 a,s laid down in the Treaty. The arrangements 
therefore need to be amended or replaced at the earliest possible date. Frarice is requested 
to give ·notice .to the. Principality of Monaco \vith a view to amend the agree!llents at th~ 
eadiest date which is possible under the existing agreements. 
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Article2 
\ -

Article 2 stipulates that_ the principles laid down in Articles 3 to 6 should form the basis 
for the position to be taken by France on behalf of the Community in the negotiations . 
with the Principality of Monaco on an ~greement concez:ning monetary matters. 

- Article 3 

Article-3 stipulat~s that the Community may allow the Principality of Monaco to· use the 
'euro as its.official currency and to grant legal tender status to euro hanknotes issued by 
the ~uropean System of C-entral Banks and to euro coins issued by the- Member States 
which ·have adopted the euro. This would- ensure that the Principality of Monaco imd_ 
France could continue to have the same currency, i.e. ·the euro, and that bankri.otes and 
coins which- have. legal_ tender status in France, would have the same status in the 
Principality of Monaco. · 

Article 4 --

Article 4 .stipulates that the Principality of Monaco is expected to undertake not to. issue 
any banknotes, coins or monetary surrogates unless the issuance is· expressly. foreseen· iri 
the_ agreemimt. This applies not only to bankrtotes, coins or other monetary stirrogates. 
denominated in euro but to all kind of banknotes,- coins and monetary surrogates 
independent of their denomination .. 

Article 5 
- i ·. 

_ The. purpose of the first paragniph is to_ ensure that Community rules on· euro banknotes 
and cpins such as those-- on the enforcement· of copyright, the exchange. of damaged . 
banknotes and the reproduction of bariknotes and coins, are respected in the· Principality 
of Monaco; 

The second paragraph stipulates .that the Principillity·of Monaco is expect~ to undertake 
to co-operate closely witnthe 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 C()mpetent authorities: The Principality of Monaco is 

- . expected to ensure adequate sanctions against· counterfeiting arid falsification of euro 
b~otes and co iris. 

·. 
Article 6 

Article 6 stipulates that the Cprilmooity may allow financial institutions located in the 
Prindpality 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 'provisions is riot me~t to allow the imposition of ari 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 negotiations and for the 
conclusion of agreements concerning monetary or foreign exchange regime matters. In 

. accordance with Article 109.(3)ofthe Treaty, it is recalled that the Commission shall be 
fully associated with the negotiations. 

Given the relevance of most of the aspects of this agreement for the European Central 
. • . . ~ I 

Bank, the European Central Bank shall be fully associated with the negotiations 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 Council to take a decision in 
accordance with Article 109 (3) ofthe Treaty. . . 

· Article 9 

Al}icle 9 reflec~s the requirement that any persisting bilateral agreements between France 
and the Principality of Monaco have to. be compatible not only with the allocation of 
competence for monetary and exchange rate matters as laid down i~ t~e Treaty, but also 
with the n~w agreement between the Community and .the Principality of Monaco 
concerning their monetary relations. 

Article 10 

This article clarifies that the decision is addressed to france. It will be effective as soon · 
as it is notified to France. 

/ 
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Recom~endation' for a Council DeCision· [ J of ...• 
on tbe position to be. take.n by tbe (:ommunity ~egar~ing an .aga-ee·m.e~t. 

concerning tbe monetary relations with· the Prineipal~ty of Monaco . 
. ' - . . . ~ .· 

98! 0365CCNB> 

The Council of the European Union, 
' ' 

Having regard to the Treaty establishing the European · Comlllurilty, and i~ p~icul~ 
Article 109 (3) thereof,c 

Having r_egard to the·recoillil'ien(iation from the Commission, 
t· 

Having regard to: the opinion of the European. Central Bank, 

. . . 

(1) Whereas a~cording fo Council regulation (EC) No. 974198 of 3 May 19981 the euro 

will be substituted as. from 1 January 1999 for. the currency of each participating 

Member State at the conversion rate; 

(2) Wheteas the Conimunity will have the competef1Ce for monetary and exchange rat~_ . 
matters in the Member States a,dopting 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) Whereas France has particular monetarylinks with the Principality of Monaco which 
• ' - I ' • 

are. based on different legal instrumentsi~ whereas ·financial irts~itutions located in the· · 

. . P~incipaliiy of Monaco have the potential right t~ access th~ refinancin.g facilities or' 

OJL 139, t·l.5.1998,p.l. 

. 2 . Ordonnance monegasque fixant Je . COUTS legal et Je COUTS force des inonnaies et · billets 
du 2 janvier 1925; Convention franco-monegasque relative au controle des changes, 14 avril 1945 ; ' · 
Echange de lettres entre Ia .France ·et Monaco du 18 .mai 1963 relatif a Ia reglementation bancaire dans 

· Ia Principaute, as amended by the Echange de lettres du 27. noveinbre 1987 · 



the Banque de France and whereas they participate in some French payment systems 

under the same conditions as French banks; · 

(5}. Whereas the euro will be substituted for the French Franc O!l 1 January 1999; 

. (6) Whereas according to. declaration- No 6 annexed to the final act of the Treaty on 

European Union, the Community ':ffidertakes . to facilitate the renegotiations of 

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

a result of the introduction of the single currency; 

(7) Whereas the arrangements between France and. the Principality ()f Monaco in their 

present form need to b·e. ~ended 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 laid down In ·the _Treaty; 

(8) Whereas given the close ·economic relations between the Principality of Monaco and 

the Commimity, it-is appropriate that an agreement concerning banknotes and coins, 

the access to payment systems and the legal status ofthe euro in the Principality of 

Monaco is concluded between the 'Community and the Principality of Monaco; . 

• whereas given the histori~allinks between Fran~e 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 curren.cy as 

,. France, 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 Bariks and the Member States which have adopted 

the euro; 

( lQ) Whereas it is important that the Principality of Monaco ensures that Community 

. rules on banknotes and coins denominated in el!ro are applicable in the Principality 

of Monaco; whereas euro .baDknotes and coins need appropriate protection against 

· count~rfeiting; whereas it is importaRt that the Principality of Monaco takes all the 

necessary measures to combat counterfeiting and to cooperate with the Community: 

in this area; 

( 11) Whereas the European Central Bank and the national central l>anks may engage in 

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

. countries; whereas the European' Central Bank'ilnd the national central.banks may 

under appropriate conditions allow financial institutions in third countries access to 

their payment syst~ms; whereas the agreement between the Community , and the 

·1-' . 
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Princ~pality of Monaco shall not impose any obligations on the European Ceritral 

Bank or on any natiqnal centrarbank;. · 

-(12) Whereas the_ Commission and the European CentralBank in its fields ~f competence 

will have to be fully~ associated with these negotiations; whereas it is appropriate that 

France submits the draft agreement to the EcoQomic and Fimincial Committee for its , 

opinion; whereas the draft agreement will have to be submitted to the Council in the 

ca~e · that the Commission or the European Central 'Bank or the Economic and 

Financial Cotnrriittee are of the opinion that' this is necessary; . . . . . 

{1 3) Whereas existing agreements betweer1 France and the Principality of Monaco' ~hould 
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 

-. Principality of Monaco concerning theirJrionetary relations; 

ijAS ADOPTED THIS DECISION: 

· · Article 1 

France shall notify tl;te Principality of Monaco of the need to amend the existing 

arrangements b~tween France and the Principality of Monaco at the earliest possible date 

·as far as n;10netary matters are concerned and pffer negotiations for a new agreement.-

Article 2 · 
. . . . 

The position to be tiiken by the Community in the negotiations with the Principality of 

Monaco for an ·agree~ent concerning matters 'referred to he low shall be based on the 
. - . ' . 

principles laid down in Articles3 to 6. , · 

(1) The Principality of Monaco shall be entitled to use the euro as its official ~ur:ency. · 

·, 

(2) The Principality of Monaco shall. be entitled to grant 'legal tender status to. euro · 

bankndtes and coins. · 

.-..-. 



Article 4 

The Principality of Monaco shall undertake,not to issue any banknotes, coins or monetary-. 

surrogates of any kind l¥.lless the conditions for such· issuance have been agt:eed with the 

European Community. 

Article 5 

(1) The Principality of Monaco shall undertake to make Community rules on euro 

banknotes and coins applicable in the Principality of Monaco. 

(2) The Principality 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 m~y have access to some or 

all French payment systems under- appropriate conditions to be determined with the 

agreement of the Euro~e~ Cep.tral Bank. 

Article 7 

France shall conduct the negotiations with the Principality of Monaco on the above­

mentioned matters on behalf of the Community. The Commi~sion shall be fully 

associated with the ne~otiations. The European ~entral Bank shall be fully associated 

with the negotiations in its fields of competence. France shall submit the draft agreement 

to the Economic and Financial Committee for opinion._ 

Article 8 

'-
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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·.Article 9' 

France and the Principality .of Monaco shall review their existing ar~angements in ·order 

to make · them -~ompatible with the agreement between . the Community and the 

· Principality of Monaco concerning their monetar)' ~relations .. 

Article 10 

This decision is addressed to France . 

. ·.Done at Brussels, 

. . . 

For the Council · 

The President · 

/ ·. 

·' ·-··. 
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Recommendation for a Council Decision 
on the position to be taken ,by the Community regard_ing an agreement 

. . 
concerning the' monetary .-~lations with.tbe Republic of San Marino 

EXPLANATORY MEMORANDUM· 

As from J 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 agree~ents which exist between Member States adopting the etiro and 
third countries. 

For this purpose, the Comm~ssion is presenting a· draft Council Decision wliich is. 
addressed to Italy and which defines the position t~ be taken in the negotiation of a new 
agreement between the Community and the ·Republic of San Marino. 

I. General considel!'ations 

Italy has concluded several agreements with the Republic of San Marino which "include 
provisions on monetary matters1 and which ensure that banknotes and coins issued by 
Italy have legal tender status in the Republic of San Marino. 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 centnil bank, even though the Istituto di Credito Sammarinese performs 
some functions similar to those of'ft centrat'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 rto 
· forrpal relationship between the Banca d'Italia and the Istituto di Credito Sammarinese. 

Convenzione di amicizia e di buon vicinato fra San Marino e· L'Jtalia del 31 marzo 1939, as amended, 
Convenzi"one monetaria tra Ia Repubblica Italiana e Ia Repubblica di San Marino, 21 ~XII-1991; 
Convenzione in materia di rapporti finanziari e valutari tra Ia Repubblica ltajiana e Ia Repubblica di 
San Marino con atto aggiuntivo corredato da Processo Verbale finnato a Rom a il 4 marzo 1994. 

',,• I 
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As from J January f999, Italy will adoptthe euro as its currency. In accordance with the 
-Treaty, the European s·ystem of Central Banks will define and implement the monetary· 
policy of the Community. Therefore a new agreemenf needs to be concluded between the.· 
Community and the Republic ·of San Marino. . 

- - - . 
The draft Council decision determines the principles on which the negotiations with the 
Republic of San Marino should· be based:· The Commission recommends that the 
Comqtunity allows the· Republic of San Marino to use 'the euro as its official currency 
and to grant legal tend~r status to euro banknotes .issued by the· European System of 
Central Banks and to euro coins issuc;:d by the· ~ember States which have adopted the 
'euro, Moreover, financial institutions located in the Republic of San Marino may be 
gnmted access to the payment systems offered by the ESCB under conditions to be 

· determined by the ECB. · · 

On the:other hand, the Republic of San Marino is expected to unqertake not to issue any 
· -b~otes, coins 6r monetary surrogates of any kind. unless. the . conditions for such 

issuance are agreed with the Community. Moreover, the Republic of Sari Marino is 
expecte4 to make Comrriunity rules on euro banknotes and coins applicable in the 
Republic of San Marino and to -cooperate cl~sely with the Community with regard to 
measure~ against counterfeiting of euro barlknotes and coins. It is confirmed that Italy 
may choose to issue coins. with a specific symbol 'relating to the R~public of San Marino. · 

· The draft ~ouncil decision is based,on Article 1 09. (3} of the Treaty, whi_ch stipulates that . 
"By way of derogation from Article 228, where agreements concerning monetary ·or 
foreigri- exchange regime matters need to be ~egotiated by-.the Community with one or 
more States or international organizations, the Council, acting by a. qualified majority, on 
a recomp1e11dation from the Commission ·and after consulting the ECB; shall decide the 
arrangements for the negotiations and for the con~lusion of such agreements." · 

Given the close· historical links betWeen Italy and the Republic 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 
Cominisslon' will be fully associated with the negotiations. The Comrhission .. 
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 d'raft agreement will have to be submitted to 
the Economic and Financial Committee for opinion. The draft agreement .willha~e to be . 
submitted to the Council ir:t the case that the Commission or the. European Central Bank 
or the Economic and Financial Committee are of the· opinion that this is necessary . 

II. Comments on. the articles 

Artidel 

This article reflects the fact that the agreements between Italy and the Republic of San 
, Marino .in their p~sent form are not compatible with the. allocation of compytence for . 
monetary and exchange .rate matters as laid down in the Treaty. The arrangements· 
therefore need to be amehded or replaced at the earliest possible date'._ltaly is requesteci_to 

... s.' 



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

Artiele.2 . 
. I 

Article 2 stipulates that the principles laid down in Articles 3 .to 6 should form the basis. 
for the position to be taken by Iuily on behalf of the Community in the negotiations with 
the Republic ofSanMarino on an agreement concerning monetary matters. 

Article 3 · 

Article J.stipulatesthat the Community 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 Mem]?er States 
which have adopted ·the euro. This would ensure that the Republic of San Manno and 
Italy couldcontinue to have the same currency, i.e. the euro, and that banknotes and coins 
which have legal tender status in Italy, would have the same status in the Republic of San 
Marino. 

Article 4 

Article 4 stip~lates that the Republic of San Marino is expected. to undertake not to issue 
any banknotes, 6oins 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 surrog~tes 

independent of their denomination. 

-Article 5 

. 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 . 
bariknotes and the reproduction pfbanknotes and coins, are respected in the Republic of 
San Marino~ 

The second paragraph stipulates that the Republic of San Marino is expected to undertake_ 
to co-operate closely with the Community in the· protection e\iro banknotes and coins 
against counterfeiting. This concerns, inter alia, the exchange of technical and statistical 
data concerning counterfeited · banknotes and. co iris and the exchange of operational and 
strategic information betwe~n the competent authorities. The Republic. of San Manno is 
expected to ensure adequate sanctions against counterfeiting artd falsification of euro 
banknotes an~ coins. · 

Article 6 



Article 6 stipulate~ that the Community may~ allow finartcial. institutions located in. the 
Republic of San Marin~ to have access to the Italian national RTGS system2 under 

· conditions to be determined by the European Central Bank. This provisions is not meant 
to allow the jmposition 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 . 
if the ECB agrees and under the conditions .specified by the ECB. : . 

Article 7 ·and 8 

._·Article 7 and 8 stipulate that Italy shall conduct !he negotiations with the Republic of San 
. Marino and· conclude the agreement on behalf'of the Comrimnity. The Coilncil makes 
thereby use of It competence to define the arrangements fo~ the ~egotiations.arid 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 asso~iated with the.negotiations. 
. ,. i 

Given the relevance of most of the aspects of this agreement for the European Central 
Bank, the European Central Bank shall be fully associated with· the negotiations jn its . 

·. fields of competence. 

_Before the conclusion of the agree~ent; Ita:iy shall submit the draft agreement to the 
lw 1 • ' • • 

r · Economic and Financial Committee for 9pinion. If the Commi~sion 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 decisi'on in 
accordance with Article 109 (3) ofthe.Treaty. . . 

Article 9 

J\rticle 9 reflects. the requirement that any persi~ting bilateral agreements betw~en Italy 
:and the Republic of San Marino have·to be compatible not only with the allocation of 
· competence for monetary and exchange rate matters ~ laid down in the Treaty, but also 
with the new agreement· between the Community and the Republic of San Manno . 
·concerning their monetary relations~. . ~· . . . 

·ArticBe.10 

. This article clarifies that the decision is addressed to Italy. It will l:>e· effective as soon as· 
· it is ?otified to Italy. . . .. . . 

2 Real~ Time Gross Settlement System 
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Reco_mmendation for a Council Decision [ I of ... 
on the position to be taken by ~he Community regarding an agreement 

concerning the monetary relations with· the Republic of San Marino 

98/ 0366(CNB) 

, 
The Council of the European Union, 

Having regard to the Treaty establishing the European Community, and in particular 

Article 109 (3) thereof, 

Having regard to the rec.ommendation from the Commission, 

. Having regard to the:; opinion of the European Central Bank, 

(1) Whereas according to Council regulation (EC) No 974/98 of 3 May 19981 the euro 

will be substituted as from 1 January 1999 for the currency of each participating 

Member State at the conversion rate; 

(2) Wher~as the Community will have the competence 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) Whereas. ltaly has concluded several agreements with the Republic of San Marino 

· which include provisions on monetary matters2; 

(5). \Vhereas the euro will be substituted for the Italian Lira on 1 January -1999; 

. I 

2 

OJ L 139, 11.5.1998,. p.l 

Corivenzione di amicizia e di buon vic::inato fra San Marino e I' ltalia del 31 ma~zo I 939, as amended, 
Cgnverizione. monetaria tra Ia Repubblica ltaliana e Ia Repubblica di San Marino, 21-XII-1991; 
Convenzione in materia di rapporti finanziari e valutari tra Ia Repubblica Italiana e Ia Repubblica di 
San Marino con atto aggiuntivo corredato da Processo Verbale tirmato aRoma il 4 marzo 1.994. 



· (6) Whereas according to. declaration No 6 annexed to. the final act .of the Treaty on 

European, Union, the Comm~nity undertakes to facilitate the . renegotiations of 

existing arrangements with the Republic of San Marino as might become·necessary 

as a result of the introduction of the sihgle currency; 

(7) Whereas the ag-reements betwee'n Italy and the Republic of San Marino in their 
. ~ . . 

·. present form need t~ be amended or, ·as the case may be, replaced at the. ~arliest 

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

monetary and exchange rate matters a~ laid down in the Treaty; 

(8) Whereas given the cfose economic. relations between -the Republic of San Marino 

and the Community, it is appropriate that .an agreement concerning banknotes and 

· coins, the ~ccess to payment systems and the legal status of the e~ro in the Republic · 

of San Marino is concluded between the Community and the . Republic of San 
. . ' 

· Marino; whereas given the historical links. between Haly ~d the Republic· of San 

Marino, it is appropriate that Italy. negotiates and may conclude the new agreemen;i 

on behalf of the Community; 

{9) Whereas in order to allow the Re~.;mblic of Sa~ Marino to have the same cur;rency, as 

Itafy, itis appropriate, to agree. that the Republic of San Mari~o uses the euro as its 

- official currency and grants legal tenc_ler Status to euro bankriotes and coins issued by 
. . . . 

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

the euro;. .' 

( 1 0) _.%ereas it is important that the Republic of San. Marino. ensures that Cohununity 

, · rules on banknotes and coins denominated in eo/o are applicable in the Republic of . 

San Marino; whereas euro banknotes and coins need apprepriate protection against 

_ counterfeiting; whereaS it· is important that the Republic of San Marino takes all the . 

neceSSarY measures to combat. counterfeiting and to ~o~perate with the Community 

. in this area; ' 

( 11) Whereas the European Central Bank and the national central banks may engage in ail 
. . . ·. -

.types of banking transactions irt relation tt? financial ·institutions located· in third 

countries; whereas the European Central Bank and the nc;1tional central banks may · 

under appropriate conditions allow financial in~titutions in third countries access to 

their payment· systems; whereas· the agree~ent betw~en the Corinnunity and the 

Republic <;>f Sari _Marin~ shall not impose any obligations on the European Central 

Bank _or on any national central bank; 

(12) Whereas the Cominission and the European Central Bank in its fields of competence . 
. . . ' . •' . -- . 

will haveto be: fully associated with these negotiations; whereas it is appropriat~ that 

Italy submits the draft agreement to the Economic and Financial Committee for 'its . 

-; . 
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opinion; whereas the draft agreement will have to be submitted to the Cotincil 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; 

( 13) Whereas existing agreementS between Italy and the Republic of San Marino should 

be amended or, as the case .rriay be, replaced so as to avoid any inconsistencies 

bet~een. such agreements and the . agreement between the Community and the. 

Republic of San Marino concerning their monetary relations; 

HAS ADOPTED THIS DECISION: 

ArtiCle 1 

Italy shall notify the Republic 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. 

Article 2 

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 c_urrency. 

(2) The Republic of San. Marino shall be entitled to grant legal tender status to euro 
banknotes and coins . 

.. 
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Article 4 
. . . 

The Republic of San Marino shall undertake not to issue any bankriotes, coins or 

monetary surrogates of any kind unless the conditions _for such issuance have been agreed .. -

with the European Cmnmunity. 

Arth:le 5 . · 

(1) The Republic of San. Marino shall undertake to make Community rul_es on euro 

banknotes and coins applicable in the.Republi~ of San Marino. 

(2) The Republic of San Marino shall undertake _to . cooperate closely with the 

Community with regard to measures against counterfeiting of euro bankno.te~ and coins .. 

'· 

Article 6 

Finandal institutions lo~ate~ in the RepubHc of San· M~ino may have access to the 

· Italian national R TGS under appropriate conditions to be de~ertnined by the Eirropean 

• Central Bank .. 

) 

• Article 7 

Italy shall conduct the negotiations with the Republic of San Marino on the above­

menfioneq matters on behalf of the Co~munity. T~e Commission. shall. be fully_ ·· 

.associated with the· negotiations. llte European Central Bank shall be fully associated· . 
' . 

· . ·with the negotiations in its fields of c9mpetence: Italy shall submit the draft agreem~nt to 

the Economic and FiriancialCommittee for opinion .. 

Article 8 

Italy shall. be entitled to conclude the agreement .on behalf of the <;:ommunity unless the 

Commission or the European Central Bank or the Economic.' and Financial Com~ittee 
are of the opinion that the agreement should be submitted to th~ Council. 

-' 

.· .. :... 
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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. 

Done at Brussels, 

For the CounCil 

The President 

:)~ 
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Recommendation for a.Council Decision 
on the position to be taken by the Community regarding an agreement 

• ' J ~ - • 

concerning _the monetary relations with Vatica~ City 

EXPLANATORYMEMORANDUM _ 

As from 1 J~uary 1999; the -Commuirity wiil 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 :rpust decide on . 
the futu.re· of such agreements which exist between Member States adopting 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 pesition to be taken in the negotjat~on. of a new 
agreement between the Community and Vatican City~ . . . 
. . 

· I. General considerations 

ltaly has particular monetary links with the Vatican· City, which are based on a monetary 
convention1 which 'ensures that coins issued by Italy-have legal tender status in. Vatican · 
City.· Bankn<?tes 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, in~ 
material other than gold, are identical in shape,· dimension. and composition to those· 
circulating in Italy. The issuing v:olume ofthese coins, which have legal tender status in 
Vatican Ci~y and in Italy, is limited by the monetary convention.·Vatican City has neither 
an own currency nor a central bank, · · · 

' . 
Financial institutions located in Vatican City have neither access to the refinancing 
fa,cilities of the Banca d'ltalia nor to the Italian RTGS system. They are not subject to 
any prudential superVision by Italian authorities. · _ 

- -

As from 1 Jari:uary.1999, Italy will adopt.the euro as its c~ency. In accordance with the· 
. Treaty, the European System .of Central Banks will define .and implement the monetary 
policy of the Corr1munity. Therefore a new agreement needs to be concluded between the · 
Community and Vatican City. . , ' · 

Convenzione monetaria~ tra :Ja Repubblica Italiana e 'to Stato delhi Citta del· VatiCano il 
3 dicembre 1991 

::, 

•. 

,qr., 
--. p(JJ 



" 
The draft Council decision determines the principles on which the negotiations with 
Vatican City should be based .. The Commjssion recommends that the Community allows 

. Vatican City tb use the euro as its official currency and to grant legal tender status to euro 
banknotes issued by the Etiropean 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. 
~n<ier conditions to be determined by the ECB. 

On the other hand, 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 
niles on euro banknotes and coins applicable in Vatican City and to cooperate closely 
with the Community with regard to me~ures against counterfeiting of euro .bankriotes 
cmd coins. It is confirmed that Italy. may choose to issue coins with a specific symbol· 
reiating to Vatican City. · 

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 q~alified 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 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 a.Ssociated with the negotiations~ The Corlnnission recommends that the European 
Central· Bank is associated with the negotiations iri _its fields of competence. The draft 

· agreement will have. to _be. s~bJ;Ilitted to the. Economic and Financial Committee ,for 
opinion. The draft agreement will have to be submitted _to the Economic and Financial 
Committee for opinion. The draft agreement will have to b~ submitted to the Cotincil.in 
the .case that the Commission or the European Central Bank or the Economic and . 
Financial Committee are ofthe opinion that this isnecessary. 

II. Comments on the articles 

Article 1 

Thi!) 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 needto 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· possible 

·under t;4e existing agreements. · 
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Article 2 

Article 2 stipulates that the principles laid down in Anicles 3 to 6 should fo~ the basis 
for the position to be taken by Italy on behalf of the Community in.the -negotiations with 
Vatican City -on an agreement concerning monetary ma~ers. . . - .. 

Article 3 

Article 3 stipulates that the ·Community may ~llow Vatican City to use 'the ~uro 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 Vaticl:!fl City arid Italy could continue to 
have the same currency, i.e. the euro, and that banknotes and coins which have le-gal 
tenderstatus in Italy, would have the same status i~ Vatican- City. . -

Article 4 

Article 4 stipulates that Vatican City is expected to undertake not to issue any banknotes, _ 
coins or monetary surrogates unless the jssuance _is expressly foreseen in the agreement. 
This applies not only to banknotes~ coin~ or other -monetary surrogates denominated in 
euro but to an· kind of banknotes, coins and monetary surrogates independent of their 
denomination. -

Article 5 

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 

.. banknoh~sand the reproduction ofbanknotes and coins, are respect~d in Vatican City. · 

The second paragrap~ stipulates that_ Vatican City 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 technicat and statistical·data. 
- concerning -counterfeited banknotes and coins and the exchange of . operational and 
·strategic information between the competent autho_rities. V'lti~an City is expected to 
ensure adequate sanctions- against counterfeiting and -falsification of euro J)anknotes and 
coins. 

Article 6 

Article· 6- stipulates that the Community m·ay allow financial institutions locat_ed in 
Vatican City to have· access to the Italian, national RTGS system2 under conditions to be.· 
determi-ned 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 paymentsyst~ms. -

2 Real-Time Gross Settlement System 

·" 

/ 



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

'c 



Article 7 and 8 
. . . 

Article 7 and 8 stipulate that Italy shall c~nduct the negotiations with Vatican City and . 
conclude the agreementonbe~alf of the Community.- ~he Co{lncil makes thereby use of 
it competence to define the arrangements for the negotiations and for the conclusion of 
agreements concerning monetary or foreign exchange regime matters. In accordance with 
Article_l09 (3) of the Treaty, it is recalled that the Commi_ssion shall be fully associated 

. with the negotiation-s. 
. . 

Given the relevance. of niost of the aspects of t!tis agreement for _the European Central 
~ank, t4e European Central Bank shall be fully associated with the negotiations in its 
fields of competence. 

Before the conclusion of the agre~mertt,- Italy sh~ll submit the draft ·agreement to the . 
Economic and Finapcial Commirie·e for ppinion. If the' Commissio-n 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 ~hould be_ su.bmitted to the 
Council, the conclusion of the agr~ement has to wait for the Coun,cil to take a-deCision in 
accordance with Article 109 (3).ofthe Treaty. 

Articie 9· 

. Article 9 reflects the requirement that any persisting bilateralagreements between Italy 
and Vatican· City have to be compatible not only with the· allocation of ~ompetence for 
morietru)r- and ex~hange rate matters as laid down 1n the Treaty, but -also with the new 
agreement between the Con1munity artd Vatican City- concerning their monetary 
relations~-

Article 10 

This article Clarifies that the decision is addressed to Itiily. It ~illbe effective as so~n as 
ids notified to Italy. · . 

'.-'. ·_ 

,: .· 

\ .•. 
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Recommendation for. a Council Decision [ 1 of ... 
on the position to be taken by the Community regarding an agreement ·· 

concerning the ,monetary relations with Vatican City 

98/.D367(CNB) 

The Council ofthe European Union, 

-Having regard .to the Treaty est~blishing the European Community, _and in particular 

Article 109 (3) thereof, · 

.Having regard to the recommendation from the Commission, 

flaving regard to the opinion of the European Central Bank, 

(1) Whereas according to Council regulation (EC) No 974/98 of 3 May 19981 the euro 

will be substituted as from 1 'January 1999 for the currency of each participating 

Member State at the conversion rate; 

-. 
(2) Whereas the Community will have the competence 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 matter~; 

(4) Whereas Italy has concluded an agreement with Vatican City which includes 

provisions on monetary matters2; 

· (5) ·Whereas the euro will be substituted for the Italian Lira on 1 January 1999; 

(6) Whereas according to declaration No6 annexed to the final act·of.the'Treaty on 

European Unio11, the Community undertakes to facilitate the renegotiations of 

existing arrangements with Vatican City as might become necessary as a result of the 

introduction of the single currency; 

2 

OJ L'l39, 11.5.1998, p.l 

Convenzione monetaria tra Ia Repubblica Itali&na e Io Stato della Citta del Vaticano il . 
3 dicembre 1991. 
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(7) Whereas the agreement between·ltaly and~Vatican~City--in its present form need to 
. . . 

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

accoupt the allocation of'corilpetence to the Community for mo_netary matters as laid . . . 

down in the Treaty; 

(8). Whereas given the close ~conomic relations between Vaticari City and the 
- . ' ( 

Community, it is appropriate that an agreement concerning banknotes ari.d CC?in~. the 

access to payment systems and the legal status ofthe euro in Vatican City is 

concluded between the Commun_ity and Vatican City; whereas ·given the historical 
..... 

· links between Italy and Vatican City, it is appropriate that Italy negotiates and may 
' ' . . 

:conclude the new. agreement on behalf of the Cgmmunity; 

. . 
·(9) Whereas· in order to allow Vatican City to have the same. currency· as Italy, it is 

• c • - - ,. . .... 

appropriate to agree that Vatican City uses the eur~ 'as its offiCial curren~y 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; 

(I 0) Whereas it is impor;tant that Vatican City ensures that Community rules· on 

banknotes and coins denominated in euro are appl_icable in Vatic~ City; wh~reas 
euro banknotes and coins need appropriate protection against counterfeiting; whereas 

. - .... -- . . . 

it ·is important that Vatican City takes all the . necessary measures to combat 

counterfeiting and to cooperate with the Communityin this area; 

(11) Whereas the Eur~pean Central Bank and the national ce~triil banks may engage in 

all types of_ b~ing transactions in relation to financial institutions locat~d in third-

· countries; wher~as the European Central Bank and the national central ba.ri_\{s may. 
-· . . . . . . . 

under approp~ate conditions allow financial institutio~s in third countries access to 

their payment systems; whereas the agreement between the Community and Vatican 

City :shall not impose :my .obligations on t!J.e Eu.ropean Ce~tral B~ or on .any 

national central bank; 

. . 

. ( 12) Whereas the Commission and the European Central Bank in its fiel~s ofcompetence _ · 

will have to be fully a~sociated with these negotiation~; whereas it i~ appropriate that 

Italy submits the draft agreement to the Economi~ and -Financial Committee· fm. its · · 

opinion; whereas the draft agreement will have to. be submitted to the Council in the 

case that. the Comniission · or the European Central Bank or the Economic and · 

Financial Cominittee are of the opinion that this is necessary;· 

(13)Whereas the existing agreement between Italy and Vatican CitY shou1d be amended· · 

or, as the case- may be, replaced so ~'to avoid any inconsistencies between this 

· agreement and. the agreement_ bet~een the Community apd Vatican City co~c~ming 
their monetary relations; 

.·,_ 

.. · . . ~ 



, I 

HAS ADOPTED THIS DECISION: · - . -

Article 1 

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

and Vatican City at the earliest possible date as far as monetary m.atters are concerned · 

and offer·negotiations for a new agreement. 

Articlel 

The position to be taken by the Community 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 e~ro as its official currency. 

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

Article 4 

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

any kind uriJess the conditions for s_uch issuance have been agreed with the .European 

Community. 

Article 5 

( 1) Vatican City shall undertake to make Col11_!11unity rules on euro banknotes and coins 

applicable in Vatican City. 

(2) Vatican City shall undertake to cooperate closely with the Community with regard to 

measures against counterfeiting of euro banknotes and coins. 

tt 
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Article 6 
I 

Fihancial institutions ,located in Vatican City- may have access to the Italiait national 

R TGS under appropriate conditions to be determined by the European Central Bank.· 

Article' 

. Italy shall conduct the- negotiations with VatiCan City on the above-mentioned matters on 

behalf of the Community: The Commission shalL be fully associated. with the 

negotiations. The Europe~ Centrai B~ shall be f~lly associated with' the negotiations 

in its fields of competence. Italy shalL submit the draft agreement to the Economic and 

Financial Committee for opinion. 

Articles-

Italy shall be entitled to conclude the agreement on behalf of the Community unles-s the 

Commission or the Europeari Ct~ntral· Bank ot the E~onomic and Finantiai Committee 

are of the opinion that the agreement should be submitted to the Council.-

Article 9 

Italy and Vatican City shall ensure that any existing agreement is compatible with .the 

agreemept betWeen _the Corm1uillity and . Vatican City -concerning , their rrtonetary 

relations. 

ArtieleJO 

. This decisionjs addressed to I~ly. 

• Done at Brussels, 

For the Council 

The _President 

. " 

. ' 
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