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The Berlin Declaration marking the B@nniversary of the signing of the Treaties of Rome
highlights once more the unprecedented success of today’s Europiear) Which has grown
from 6 to 27 Member States. It is the key guarantor of peacerasdepity, democracy and
stability in Europe. The fifth round of enlargement ended the divisibthe European
continent once and for all.

Against the backdrop of the changed conditions in the global economyharwbihciding
constitutional crisis, the main challenge facing us at thé staur Presidency was to regain
and strengthen the confidence of ordinary Europeans in the Europears @dbitity to shape
events and thus safeguard its viability.

The German Presidency has managed to get the EU back on cotirsa ost of key
decisions which point the way ahead. They have brought very concretét9¢o citizens
and strengthened the European Union’s capability to act. Above akkvieoya breakthrough
was achieved in the efforts to renew the Union’s contractual basis.

The latest Eurobarometer strikingly demonstrates that théodpeof paralysis and
despondency has been overcome and confidence has been regained: at tHeéeenhioy's
Presidency the EUs approval ratings among the general publiadéasteed the highest level
in 10 years.

The programme, drawn up for the very first time by three consecutg&dEncies (Germany,
Portugal, Slovenia), has gone a long way towards helping the Bekter prepare and focus
on core issues and to set priorities on a longer-term basis.

The Presidency’s presentation and communication style was moderasaitteoriented. The
events organized to mark the histori¢"Btniversary of the signing of the Treaties of Rome,
including the central ceremony attended by the Heads of Stdt€&avernment in Berlin,
were targeted at ordinary citizens and generated more cordidierand identification with
Europe throughout the EU.

The German Presidencys positive overall record is evident in five central sphere



Treaty reform

The outstanding achievement of the German Presidency was the ioesabiit the
constitutional crisis and the agreement to continue the trefaymregorocess. The way was
paved with the Berlin Declaration and the inspiring celebratiorBemin on 25 March to
mark the 58 anniversary of the signing of the Treaties of Rome.

The mandate for treaty reform has laid the foundation forsgrand improving the Union's

efficiency in the long term. The mandate adopted for the IntergoestamConference is

precise and enables the Conference to be concluded swiftly bleéoesd of the Portuguese
Presidency. This will make it possible to hold the 2009 elections tBuhgpean Parliament

on a new contractual basis which has been ratified by all Member States.

Integrated climate and energy policy

The far-reaching decisions in favour of an integrated climateeaady policy mean that the
European Union is leading the way internationally in the eftortesolutely tackle one of the
greatest challenges of the*2dentury. In March 2007, the European Council set ambitious
targets on reducing harmful emissions ¢Gfnissions by 30% by 2020 irrespective of the
actions of other states however by at least 20% compared to 199§),lasewell as on
securing the energy supply. They are underpinned by an EnergynAgian with equally
ambitious targets on energy efficiency (20% reduction in enesggumption by 2020) and
renewable energies (20% share of renewable energies in omeealy consumption). The
Action Plan brings together competitiveness, energy security bmate protection, all
equally important, in a coherent Energy Policy for Europe. The Eaffirmaed its
commitment to limit global warming to a maximum of two degre@scisions made on
energy and climate protection were important stepping stones #iengath towards the
agreements reached in Heiligendamm.

Strengthening competitiveness and the social dimension

The German Presidency gave high priority to strengthening cdivge¢ss and Europe’s
social dimension. On the one hand, the key impetus lent to completioniofeiral market
and better regulation should be highlighted, on the other the eféoiftesh out Europe’s
social dimension with concrete measures.



In addition, the Presidency advanced concrete projects which brouglg toowrdinary
citizens the benefits of integrated cooperation and made living anelling in the EU less
expensive. Examples of this are the adoption of the Roaming Regulakimh, will make it
cheaper to use mobile phones throughout Europe, as well as the adreeme Single
European Payments Area, which will make it possible for businesgkgitizens to make
payments Europe-wide just as quickly, simply and cheaply asesdgithe case for national
payments.

Justice and Home Affairs

In the sphere of justice and home affairs, important progressnads and first steps taken
towards energetically further developing joint strategic gbalyond 2010. Moreover, Europe
reaffirmed its determination to contain illegal immigratiorthe context of its dialogue with
countries of origin and transit, as well as to examine the optwredal migration. In doing
so, the needs of national labour markets and the Member Statggetences will be taken
into consideration. In future, the EU will focus not only on the Meditezan but also to a
greater extent on neighbouring regions to the east and south-east.

The agreed incorporation of the Prum Treaty on the enhanced gecbérdata into EU
legislation will lend police cooperation fresh impetus in the figbainst terrorism and
organized crime. Citizehsights were also strengthened, inter alia, by ensuring that cross-
border claims for maintenance are enforced and by improving consumer protection. The
networking of criminal records and e-justice will considerably enhance practical cooperation
among judicial authorities. Furthermore, the agreed decision on fighting racism and
xenophobiaisaclear sign that Europe is strongly committed to combating intolerance.

The EU's external relations

In the sphere of external relations, it was possible to further develop the EU's role as a global
player. The European Neighbourhood Policy will be further intensified, also in relation to the
EU's neighbouring regions to the east and south-east, while the EU wants to extend the
European area of security and stability with its Strategy on Central Asia. The EU's relations
with Russia were aso further intensified via concrete steps, for example in energy
cooperation and investment security. However, we will have to continue working to create the
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conditions which will allow us to commence negotiations on a modermedpsinip and
Cooperation Agreement.

Transatlantic relations received fresh and sustained impethstingt EU-US Summit on
30 April: the adoption of a framework for transatlantic economiciogigst including the

establishment of a Transatlantic Economic Council, is intended e¢osify cooperation,

especially in the regulatory sphere. The conclusion of an aviaticeragnt, also agreed
upon, will further promote exchange and trade between the two regions.

In the Middle East, the EU has succeeded by revitalizing tiadl® East Quartet and
supporting the Arab peace initiative in lending new momentum tonatienal cooperation
despite recent negative developments in the region. The Kosovo gtatess was actively
and unanimously supported by the EU on the basis of the Ahtisaari deopdse
negotiations on a Stabilization and Association Agreement with Serbia have recoetn

The key point is that by setting a new course for Europedutistis, the European Union
has overcome stagnation and ensured its efficiency and viabibty imcreasingly globalized
world. Through its ambitious decisions, the EU has regained antpadie in key issues
affecting the future. Today the European Union is better equippdthpe $oth internal and
external policies in keeping with its values. This will furtireerease acceptance of the EU
among its citizens. The European Union is, and will remain, the foendatiour common
future.

DETAILS

l. A functioning Community — further developing the EU

In the Berlin Declaration of 25 March 2007 marking th& &fAniversary of the signing of the
Treaties of Rome, the Heads of State and Government recaltegpdans’ common values
and ideals and stated in an impressive fashion their determinatioenésv European
integration. The Declaration names the key challenges of theehtury and sets forth a joint
approach on tackling them. The Heads of State and Government redffingir commitment
to place the European Union on a renewed common basis by 2009.



At the same time, it was possible to preserve the most impoitaovations of the
Constitutional Treaty and thus retain its substance. For instdnmec€harter of Fundamental
Rights is to be fully binding. The major advances achieved in the i@miostal Treaty in this
area have thus been preserved.

With regard to the weighted voting system in the Council, the doudjerity principle is to
be kept. This ensures equality among Member States as wadjuaity among citizens in
relation to Council decisions. The postponement of the introduction of the doafbety
until 2014 means that the double majority principle will come intoef@tcthe same time as
the reduction in the number of Commissioners.

It was thus possible to retain the institutional package. The $oopgealified majority voting
and the co-decision powers of the European Parliament were ges&tiyded. With the
establishment of the co-decision procedure as the general prodbéuteiropean Parliament
will become a co-legislator on an equal footing with the Council. Gtvamission President
will in future be elected by the European Parliament. These devehdpwill make the EU
more democratic and more transparent.

The plan to reduce the number of commissioners to two thirds of the naihbéEmber
States from 2014 will also strengthen the EU's capability to Bloe same goes for the
creation of a new permanent office of President of the European Cowtgdh will
guarantee the continuity, coherence and visibility of EU policy bathiwand outside the
Union. The EUS foreign policy will be significantly strengtleeinby the introduction of the
office of a High Representative of the Union for Foreign Affainsl Security Policy and the
establishment of a European External Action Service. The funatiotiss office envisaged
in the Constitutional Treaty (inter alia, Vice-President of @emmission for External
Relations and Chair of the External Relations Council) were preserved in tireityent

The most important advances achieved in the Constitutional Treapedaific policies have
also been upheld. Alongside the EUS foreign policy, these notably coafferts to combat
terrorism and crime, energy policy and social affairs. The treaty will also contain
provisions on climate protection and energy solidarity.
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In the area of justice and home affairs, the adaptation ofdhwergency brake" already
envisaged in the Treaty will enable Member States wishingotcerforward within the scope
of "enhanced cooperation” to do so more easily.

Recognition of local self-government, so important in Germany®,vand the status of
churches ("church article") were also maintained.

The provisions in the Constitutional Treaty aimed at strengthethiagrole of national
parliaments, particularly with regard to subsidiarity control a&hé delimitation of
competences, have been extended even further, thus taking into aot@gantconcerns
which arose from the public discussions in some Member States theihgo-year period of
reflection.

Il. An integrated climate and energy policy

An integrated climate and energy policy was a clear priofitthe German Presidency. The
Heads of State and Government set ambitious targets both formgdhacmful emissions by
2020 and for a comprehensive energy policy for Europe. The Energy Adaondefines
equally ambitious targets for energy efficiency and renewablegiese It brings together
competitiveness, energy security and climate protectiongabtlly important, in a coherent
Energy Policy for Europe. The EUS aim to limit global wamito a maximum of two
degrees was reaffirmed and was the foundation for decisions on climate and eneygy poli

The EUS decisions were backed up by the widespread public shierelimate policy —
generated by, among other things, the publication of the Stern Reyabthe findings of the
Intergovernmental Panel on Climate Change (IPCC). The adoptionEriengy Action Plan
for the period 2007-2009 made it possible for the EU to achieve a breakthmnotng form
of particularly ambitious decisions that point the way ahead. TaisiRarked a turning-point
in climate policy and will allow the EU to assume a leadioig globally in the post-2012
negotiations. Furthermore, it created a European added value fensitind companies via
an integrated climate and energy policy for Europe.

In concrete terms, the EU agreed to a 30% reduction ine@@ssions by 2020 (compared to
1990 levels), as long as other industrialized countries adopt comptaaj®es. In addition,
Member States decided that irrespective of the actions of da#tes,sthe EU will reduce its

CO, emissions by at least 20% by 2020 (compared to 1990 levels). This decision sends a clea
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message to business that European emissions trading will be contitered0d2 and that
investing in resource and energy-efficient technologies is worthwhile.

On top of this, the EU has set itself the target of reducingggnssnsumption by 20%
through improved energy efficiency by 2020. Furthermore, a binding agntevas reached
that the share of renewable energies in overall consumptioreadh 20% by 2020. Finally,
a 10% binding minimum target for the share of biofuels in overall lahlsport petrol and
diesel consumption by 2020 was agreed upon.

The Energy Action Plan also sets forth the priorities for thés Ekternal energy relations.
The prime aim is to ensure energy security by diversifygogrces of supply (including
efficiency and renewable energies) and securing transit srouteernational cooperative
energy dialogues, and thus also climate protection. This is based com@rehensive
approach which includes both climate policy as well as developmentrade policy. The
European Council reaffirmed that the EU has to speak with a common voice.

The Energy Action Plan also includes measures aimed at makirg tieternal market for
electricity and gas more efficient (inter alia, unbundling,ul&iipn, interconnectors),
integrating it better and ultimately completing it.

On the German Presidencys initiative, the European Energye&yrdor Transport was
adopted. This Strategy envisages a road map with concrete measneekat improving
climate relevance, energy efficiency and the increasedobisglternative fuels in road
transport as well as in other modes of transport.

The Member States also supported the Commission’s proposa @atmissions for new
cars be reduced to an average of 120 grams per kilometre by 2012.

Furthermore, the German Presidency advanced the negotiationsicidb®sn of aviation in
emissions trading in a way that does not adversely affect ciivgretss. The Council agreed
that all flights from the EU to third states and those into Ekke should be included in
European emissions trading. This sent a clear signal to the foitiggesssion of the ICAO
Assembly.

The European Union has thus enhanced its leading role in internatiiomate protection and
set a milestone in international climate protection. In additiohas paved the way for the
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success of the UN Climate Change Conference being held in Bali in Dec2d@deiat which
the commencement of negotiations on a comprehensive internationalteclprotection
regime post-2012 is to be decided. The aim is to agree at interhdgwabhby 2009 on
reduction targets for the time after 2012 with a view to halvilapal greenhouse gas
emissions by 2050 compared to 1990 levels. It was the EUS unity of puoposkmate
protection targets which made the equally historic agreemerit thié G8 states in
Heiligendamm possible in the first place.

1. Further spheres for shaping Europe’s economic, social and environmentaltfire

Europe has regained its economic dynamism — the prerequisitedi@nggeeing growth and
employment. With an estimated growth rate of 2.9% this yeuaiJliexceed the US growth
rate for the first time in many years. As the ProgrespoR adopted during the German
Presidency shows, the renewed Lisbon Strategy for Growth and Engibysrbearing fruit.
It is a key instrument for safeguarding our economic future laadoundations of our social
systems. In an effort to protect Eurtspeay of life, the importance of competitiveness as
well as the Lisbon Strategy's social and ecological dimension were highlighted at the spring
summit in March. To this end, the European Council endorsed, for the first time since the
Lisbon Strategy was revamped to focus on growth and employment, country-specific
recommendations for the Member States and the Eurozone. These recommendations serve as
the central guiding principle for further reforms in the Member States. With the adoption of
an integrated climate and energy policy for Europe, the EU is responding to one of the key
challenges at the start of this century.

» Completing the Internal Market and strengthening the conpetitiveness of European
enterprises

A key god of our Presidency was to contribute towards the further completion of the interna
market and to better tap Europe's potential as the world's largest internal market in terms of
economic strength. The challenges facing the internal market of the 21° century are connected
to globalization. The German Presidency therefore not only made the smooth running of the
internal market the core element of the Lisbon Strategy on Growth and Employment but also
regarded the further strengthening of its four freedoms (free movement of goods, persons,
services and capital) as the most important instrument for improving the EU's international
competitiveness.
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One of the German Presidencys goals was to enhance the dremment of goods in the
internal market. Even today, a large proportion of the goods tradkoh the EU are still
subject to different national rules or monitoring systems. Thiansiéhigher costs for
companies. During the German Presidency, intensive work was dorteengtisening and
better implementing the principle of mutual recognition of non-harmorpzeducts (there
are no EU rules on this) and on improving and standardizing acciadi@d market
surveillance vis-a-vis harmonized products (New Approach).

The agreement on the Remedies Directive reached during the iGBresdency will ensure
a higher level of legal certainty for companies when it comes to the award of murithacts.

In the sphere of European customs legislation, it was possiblecto agaolitical agreement

on the most extensive planned legislation since 1992, the modernization of the Customs Code.
In particular, the concept of centralized customs clearancehartinciple of electronic data
exchange between all parties involved in import and export have madeudh simpler for

both business and public administrations. The concrete content and theartimefor
implementation are set forth in the decision on a paper-free woekivigpnment for customs

and trade, which the relevant ministers agreed upon during the German Presidency.

Considerable progress was also made with other projects. These include:

— The internal market for financial services was further developater alia through
convergence in supervisory practices relating to the cross-border aoquoesiholdings in
the financial sector, increased by the Acquisition Directargl the development of a
common European position aimed at improving the transparency of hedgetdubds
discussed by the G8;

— The new Pre-Packaging Directive provides for the deregulafiemminal quantities for
pre-packed products. This will boost competitiveness and means thatuine fmore
packaging sizes will be on offer to meet the diverse needs of customers.

Although the full liberalization of the European market for postavises brought key
advances, no agreement has been reached as yet.

Furthermore, political agreement could be reached on most pals WAl Package during
the German Presidency. The Portuguese Presidency has beea ginagnlate to resolve the
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outstanding points, thus enabling the Council to formally adopt the VAT gadkathe end
of 2007.

In addition, projects which will bring special benefits to citizens were in theigiptot!

- In particular, the adoption of the Roaming Regulation, which wakenit cheaper
to use mobile phones throughout Europe, caught the publics attention. The new
consumer-friendly rates must be offered during this year’s hoBdason, and the
rates have to be gradually reduced further in years to come.

- The adoption of the 2007-2013 EU Consumer Policy Strategy sent a clear
message that consumer policy is to be beefed up and transfoomeddnsumer
protection into a consumer market policy.

- Another focus of the future consumer policy will be the challenged
opportunities presented by the digital world. With an eye to fosténamgdebate on
consumer policy at European level, the Presidency presented terchbar
"Consumer sovereignty in the digital world".

- The agreement on a Payment Services Directive represeikey step towards
realizing the Single European Payments Area (SEPA). In futitieens and
business people will, for example, be able to effect their eatire payments
through an account with any single bank.

» Growth and stability-oriented financial and economic policy

The euro is a success story of European integration — on 1 Januaryl@@fiebwas the first

of the ten new Member States who joined the EU in 2004 to introducutbe Malta and
Cyprus, which according to the European Commission and the European 8ankdLllfil

the convergence criteria, have also now begun the process of adopting the common currency.

The central message of the financial-policy debates conductedj doerGerman Presidency
was to take advantage of the current positive economic situatioorder to further

consolidate budgets. Tax surpluses are to be used to reduce debusrglarantee the
sustainability of public finances. Against this background the #mrtEurozone finance
ministers, meeting in April, agreed to try to achieve theidioma-term budget goals (in
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Germany’s case an overall balanced budget) by 2010. This,llaasabe release of France,
Greece, Malta and Germany from the excessive deficit guvee proved that the reformed
Stability and Growth Pact is working and that it has passed its practical test.

Increasing public-sector efficiency and effectiveness imaor element of the Lisbon
Strategy and can make it easier to adhere to the Stabilittseowith Pact obligations. This
issue was also at the centre of the discussion, urged forward) doerGerman Presidency,
on the quality of public finances. In its June conclusions ECOFIN undsrlhe need to
further improve the efficiency and effectiveness of the public sector. Theedwbthe quality

of public finances will be continued during the Portuguese Presidency.

The effective fight against tax fraud is a major contribution tde/dahe stability of public
budgets and the protection of honest businesses willing to pay tax.thgitim mind the

Commission was called upon to present, by end of 2007, initial legeslatoposals in the
field of "conventional measures” within the existing VAT systend an analysis of the
effects on the internal market of an optional general reversgelsystem, including the
option of a corresponding pilot project (in Austria). Under this procedaxefraud is

combated by shifting commercial tax liability from the supplier to the retipie

To promote smoother interaction between the various sovereign hdaagnsystems in the
field of direct taxation, the Member States agreed that itaineareas still to be specified
greater coordination might be appropriate. Work on a common, consolidatedeooaitax
base, designed to increase the global competitiveness of the lilemhat, was continued
according to plan.

» Securing Europe’s financial framework

The agreement reached during the German Presidency on the OwncBRedecision, with

which the conclusions of the December 2005 European Council on the Finasaédive

are formally implemented, is an important step towards a faision of financial burdens.
This agreement fulfils one of the preconditions for Europe’s dynéurticer development, as
well as leading to a clear reduction in Germany’s burden.
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»> Better regulation

Better regulation is a key element in improving the framewankditions for European
enterprises, especially for SMESs, but also for the citiagisadministration, the aim being to
cut bureaucracy costs. At EU level the German Presidencyb¥ago achieve the setting of
concrete targets for reducing bureaucracy costs — by 2012 the administrative bussehlay
EU legislation is to be reduced by 25%. The Member Statee@enmended to set similarly
ambitious reduction targets. To achieve the target the Spring $Sumniiated a Commission
Action Programme aimed at assessing and reducing administratidens. In order to make
clear the potential contained in better regulation, a startalsms made on implementing
immediate-action measures suitable for quickly reducing bureaucfatotal of ten legis-
lative measures were initiated, some of which were completed during the GeasigieiRcy.

» Promoting environmental technologies

Research and development are major strategic instruments oy amerglimate policy. The
development of resource-saving and energy-efficient technologiesiiiture be a central
factor in the competitiveness of European businesses. The EU ng filag challenge of
finding economic and ecological answers to this question. For thabmethe German
Presidency emphasized the great potential of environmental tectesolagd innovation.
Examples of these are renewable-energy technologies, promotioneajyeefficiency,
sustainable power-station technology, and, @8&pture and sequestration. The Commission
was asked to present, by early 2008, a proposal for an ambitious and integaédeg simed

at promoting eco-innovation. The Environment Cousicbnclusions aready prepared the
ground for this and listed concrete approaches.

» Promoting research and development

Our prosperity and economic growth depend to a large extent on investment in education,
research and development. In view of this, the Member States have set themselves the aim, as
part of the Lisbon Agenda, of channelling 3% of GNP into research and innovation by 2010.

The central element of the EU's research and innovation policy is the 7" Research Framework
Programme (RFP 7) launched during the German Presidency. With a financia volume of
around 54.4 billion euro for the period 2007-2013, this is the world's largest research
programme. The creation of the European Research Council (ERC) as part of RFP 7 means
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that the promotion of excellent pioneering research in Europe is novblpo$&-P 7 and the
ERC thus sent out important signals for improving Europe’s capalbili innovation and
securing its competitiveness.

The transfer of knowledge from research to scientific use andoribtection of related
intellectual property are other central elements in safeguard@urgpes innovativeness.
Germany has therefore initiated a charter for dealing watkllectual property in public
research institutions and universities in order to better userchsiadings and prevent an
uncontrolled drain of know-how — an IP Charter.

European research infrastructures are vital if we want sctenexcel. In the conclusions on
that issue adopted during the Competitiveness Council on 22 May teralesministers

confirmed that they want to implement the roadmap for Europe@arcts infrastructures
developed by the European Strategy Forum on Research Infrastructures (ESFRI).

The German Presidency scored a great success in establisairiguropean Technology
Institute (ETI). This body, with its Knowledge and Innovation Comniesidesigned to carry
out excellent and application-relevant research, can sustainabprove Europs
innovativeness by strengthening the knowledge triangle of education, research and innovation.
During the Competitiveness Council on 25 June a political agreement was reached on the
establishment of the ET], thus successfully completing the negotiations.

There are still major differences in Europe's scientific effectiveness. The German Presidency
has therefore elaborated a guidelines document for the use of Structural Funds for research
and made it the subject of Competitiveness Council conclusions.

During the joint EU-ESA Council meeting on space policy the foundation stone was laid for a
European Space Programme which takes due account of space flight's transition towards
greater user orientation and which, building on the EU's and ESA's space activities, sets ams
and priorities.

» Strengthening European cooperation in education
The central education-policy issues were advanced under the motto "Bildung verbindet —

Education Unites — EU". The "Lifelong Learning” Programme, with a budget of approxi-
mately 7 billion euro, was started, thus continuing successful measures such as the Erasmus
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grants. Europe-wide higher-education cooperation was strengthened) dineéi Bologna
Ministerial Conference, in particular regarding mobility, quality assurandeemployability.

During the German Presidency, in addition, the process of reflectionh@nfurther
development of the education-policy components of the Lisbon Process {(&duaat
Training 2010 Work Programme) was launched. To enable progresa$sdssed, a concrete
catalogue of indicators and objectives was adopted.

To promote European cohesion, during an informal ministerial meetingleidelberg,
involving the Balkan countries and other countries, a discussion on Europeas aad
educations contribution was conducted. Cooperation with the Mediterrazesn was
increased by the first EUROMED Ministerial Conference held in Cairo.

» Modern European transport policy

An efficient, sustainable and secure transport system is fataktrengthening Europe’s
competitiveness and encouraging growth. Particularly regardindramsport significant
progress was achieved:

The conclusion of a comprehensive air transport agreement with tharié&ns that a new
legal framework has been drawn up which, in the final analysis,taicreate a shared, open
airspace. Agreement was also reached with Russia on the ceraptdition of the existing

system of payments for Siberian overflights by 2014.

The Council resolution of 8 June 2007 on the formal establishment of the RGHSIAt
Undertaking enabled the course to be set for the development of tlssargaechnology to
create a new-generation European air traffic managemergnsydthe general approach
reached by the Council on the review of the third package of asgian liberalization
measures, in addition, represents a major step towards improergt efficiency, security
and the protection of passengers. The agreement reached on theoextétise tasks of the
European Aviation Safety Agency (EASA), too, is an important builbdiogk towards
further enhancing air safety. These measuresto, clearly strengthen the competitiveness
of Europes air-transport industry.

Following eight years of discussion, the German Presidency sudceedeaching an
agreement with the European Parliament on the Regulation on PulrispdraServices. The



-16 -

retention of Germany’s public-transport system has been safieglifor the long term and
the competencies of the local public transport providers maintaimeline with the
subsidiarity principle.

In the maritime field political agreement was achieved, another things, on three dossiers
from the "Third Maritime Safety Package" (on the creatiomrofEU-wide surveillance and

information system for maritime transport, on Port State Contrdlan the drawing up of

principles for investigating maritime accidents). Progress masde in the talks on the
proposal for a regulation on the liability of maritime passertga@nsport providers for

accidents at sea and in inland waters.

The negotiations on the Third Railway Package using the coramligtiocedure were also
successfully completed. This clears the way for a uniform Eurdpaandrivers licence, the
strengthening of customer rights and the opening-up of internationangassservices,
including cabotage.

Major progress was also achieved on "cross-acceptance"mitgal acceptance of ralil
vehicles). The aim is to facilitate the issue of permats rail vehicles for international
services, thus saving both time and money.

In the area of road transport a rapid agreement was successhdlyed on the directive to
retrofit heavy goods vehicles with safer wing-mirrors to camntba problem of the "blind

spot”. This is a sizeable contribution to the EUs goal of reducaffic deaths in the EU by
half by 2010. The conclusions adopted at the eSafety expert conferehoe are also steps
towards greater road-traffic safety in the EU.

As a whole, the Presidency succeeded in clarifying the stattiee dBalileo satellite-based
navigation system and in laying the foundation for the reorientafitime project, and thus in
preparing the final decision on the projects continuation. On thatingi of the Presidency,
the March Transport Council issued an ultimatum to the business ¢omstrtcontinue the
talks on the concession for the creation and operation of the syateimcalled on the
Commission to evaluate the negotiations and present possible tarerseenarios. This
situation made it clear that continuing the current PPP (prpuaitée partnership) model was
not practicable, as this would delay the start of the sysyeseveral years and the public side
would in the medium term be facing a considerably higher fiaabcirden. Therefore, at the
suggestion of the German Presidency, the Council voted unanimously toofffreagotia-
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tions with the merged consortium. At the Presidencys initiative, Goenmission will
elaborate proposals for Galileos financing and procurement stratagthe basis of which
the Ministerial Council will make a final decision in autumn 2007.

» Integrated maritime policy

In May the Presidency organized a high-level conference in Breinmeed at promoting

growth and jobs in the maritime sector in the spirit of the LisBwategy, while protecting

the marine environment. As part of an integrative marine poli¢yses-based economic
activities are to be involved, as well as issues of sustaityadid life in coastal regions. The
Commission will present proposals on this subject in October.

» Modern cultural and media policy

The Presidency’s central project aimed at promoting Europesrauidentity and diversity
was the revision of the Television Without Frontiers Directive.eAfiong and difficult

negotiations the Presidency succeeded in reaching a consensuaniptezon the country of
origin principle, product placement and advertising guidelines.

This will adapt the legal framework for television servicegeihnological developments,
particularly those involving the Internet and digitization, and cregteal opportunities for
the various audiovisual media services. At the same time the ‘msies of democratic
societies such as respect for human dignity, youth and consumettipmtetedia pluralism
and cultural variety will be safeguarded. The modern regulatomsfasf co- and self-
regulation are anchored as the directives possible implen@mtatstruments, and its
significance and prerequisites were the subjects of an EUamedference held in Leipzig in
May 2007.

Major impulses for cultural work in Europe were supplied by the "Council IGsioos on the
contribution of the cultural and creative sectors to the achievemehe dfisbon Strategy"”,
which underlined these sectors’importance to growth and jobs in a d¢wepetirope. Initial
concrete proposals were made on the promotion of cultural SMEs, lsusiagsng for
creative professionals, and improved cross-cutting coordination at Eordeeal. The
significance of the creative economy was accentuated.
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The successful implementation of a number of expert events in ¢twholamedia policy
issues (including digitization, the creative economy, protection afralildiversity and media
regulation) and the two Brussels exhibitions "Visit(e)" and 'liauf Europa” represented a
coherent and sustainable European cultural and media policy.

» Efficient, citizen-oriented administration

In the field of European public administration cooperation (the Europeahlic
Administration Network (EUPAN)) the German Presidency sut®een making the impact
of demographic change the focus of future cooperation in EUPAN. Iniaddite social
dialogue between the EUPAN members and the European trade unioesiveaxed, and
joint guidelines for guaranteeing the quality of public servi€szen Charters) were drawn
up and adopted. In this regard a major role was also played by efstuestomer satisfaction
and a customer-oriented public administration.

The German Presidency also succeeded in bringing about an agréetmegn the Member
States on the main preconditions for the creation of a joint @ectcommunications forum
for the common administrations (e-government).

Safeguarding employment and shaping Europe’s social future

» Further developing the European Social Model

The German Presidency made it clear that Europe is morgusiaa common market. The
debate on the European Social Model was continued and fleshed oubmdtiete proposals,
and shared values and the need for joint aims and social standardsnplaagsized. The
significance of social policy as part of the Lisbon Strate@g clearly underlined and it
became visible that a competitive and social Union is feasiblea Aghole the social
dimension of European integration was strengthened — also beyond 'Ebovgers within
the framework of the successful EuroMed Conference held in Berlinin March.

During the Spring European Council it was agreed that the social dimension has specia
significance for Europe. In its conclusions the Council reiterated the need to strengthen the
socia Europe, to further develop the European Social Model and to take greater account of
the Member States' shared social aims within the scope of the Lisbon Strategy. This has a
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considerable impact on acceptance both of the ongoing reform poityof European
integration.

During Germany's Presidency the Commission introduced an initiafiin report on the
social situation into the debate and thus opened a consultation procduirestits of that
procedure are to be incorporated into the half-time assessntbetBiiropean Social Agenda
scheduled for 2008 and be closely connected with the debate on the futhee lofetnal
Market.

Flexicurity and "good work™: The flexicurity approach was $jped, and it was made clear
that each country has its own method of finding the correct balanwedreflexibility and
security. In harmony with the two subsequent Presidencies, the pirdipgood work” is
particularly emphasized. Under that heading a Council resolution adwgdeal on the new
2007-2012 Community strategy for health and safety at work, one of énéelds of "good
work", which also include working conditions, basic and further trainiagy, Wages,
employee rights, family-friendly work organization and equal oppdrésniln that resolution
the Member States reiterate their desire to reduce atsidé¢ work in Europe by 25% by
2012.

The adopted directive on simplifying and rationalizing safetyak reporting represents a
major step towards simplifying Community law and systemdgicavaluating European
safety-at-work guidelines.

Mobility and social security: Important progress was achievedaking employee mobility
easier. Building on the preliminary work done by the Finnish Pnesydehe work on the
directive containing minimum requirements for improving the claims gooe and the
receipt of supplementary pensions was continued. The Commission egérpra modified
proposal which takes the EP vote into consideration. Regarding therai@ndiof the social-
security systems, the consultations on the chapter of health insurance wereeshmplet

» Strengthening cities, regions and rural areas

During the Informal Meeting of Ministers for Urban Developrand Territorial Cohesion in
Leipzig in May 2007 agreement was reached on common principlestratelgies for urban
and spatial development policy. For the first time old and new MeBtiages are pursuing a
common purpose. The adopted documents underline the role and respondillityegions
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and cities also have in implementing the Sustainability and Lisb@ie§y. The Leipzig
Charter on Sustainable European Cities and the EUS Territbgahda create a European
framework for action by Member States in order to combatate change, demographic
change and the effects of global economic change on cities giodgeThe Member States
also call for urban-development and building-cultural concerns to be tateaccount to a
greater extent when developing sector policies at EU level.

On the initiative of the German Presidency the Informal Meeifr@griculture Ministers in
May pointed out the special challenges facing the rural regiondich over half the EUS
population lives and works. It became clear that a package of measmseeeded going far
beyond mere promotion of agriculture. Based on a Commission report tieilAge and
Fisheries Council adopted conclusions on improving the employment situratioral areas
which reiterated the key role played by the retention and ereafimodern jobs in the rural
areas. These must be equipped with modern infrastructure to providiraative living
environment for young people and families. The Commission was taskecavrying out
further analyses of the employment situation, and in particularinging rural areas to
modern information technologies.

» Opportunities and challenges of demographic change; promotingqual opportuni-
ties and participation in the labour market

In view of demographic change the EU countries are facing camcpllenges. At the same
time a sustainable family policy is vital if the growing declinethe birthrate observed in
many EU Member States is to be reversed.

Against this background the "European Alliance for Families"atatd by the German
Presidency met with broad support. This provides a platform for eguitabest practices
across the spectrum of family-friendly policies (compatibitityfamily and career, caring for
children and older, infirm family members, generation equality, etagther focus was the
shaping of demographic change, special emphasis being plackd economic and societal
potential of older people.

As regards equal opportunities and participation in the labour matketPresidency
succeeded in bringing about discussion and agreement on necessasyemgnts in
European and national policies for various target groups. This applies both to disadded pe
and to people threatened by poverty. At the initiative of the Gefnesidency the Council
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adopted a joint report by the Employment and Social Protection Cteemiin active ageing
which contains good examples and which makes a contribution towardsé¢eom each
other.

During the first joint meeting of EU ministers for gender eipand family affairs, new
impulses were provided for close cooperation between gender-equaifaraily policy to
improve equal opportunities for men and women. A Trio Presidency ivetiatas started
aimed at pursuing gender equality consistently in the long term.

In addition the German Presidencys initiatives for a stronges<&estor youth policy and a
more visible political relevance for the Youth Council met with urtidi support. In this

way a consensus was reached on improving equal opportunities, speizpation and

professional integration for all young people — particularly in implementinguhspEan Pact

for Youth.

» Innovative and preventive health policy, food and sport

In the light of demographic change, among other factors, the @fshealth is becoming
increasingly important. At the same time the health secterhigh growth potential. The
agreement on the directive on medicines for new therapies wikealy increase the Eg
competitiveness in key biotechnological fields. This directive includes genetic therapies,
somatic cell therapies and the up-and-coming field of tissue engineering, and makes a vita
contribution towards improving the quality and safety of these innovative products in Europe.

The new medicinal-products directives were also adopted during the first reading. This
ensures that the citizens have continued rapid access to state-of-the-art medical technologies
of the highest safety standards. These new standards help not least to further strengthen the
competitiveness of the European and especially the German medicinal-product industries.

Prevention and the promotion of a hedthy lifestyle were the focuses of the German
Presidency. This applies particularly to HIV/AIDS. It became clear that in this case effective
prevention requires the active participation of civil society. Regarding AIDS therapy, the
pharmaceutical industry has for the first time declared, at the initiative of the Presidency, that
it is willing to negotiate on prices for HIV/AIDS medicines with EU Member States and
nei ghbouring countries particularly affected by high prices for these drugs.
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On the necessary content of a future regulation on cross-borddr bealices, the Member
States have expressed their willingness to actively shapéutilme development of such
services, with the aim of achieving ambitious regulations wired legal security to patients
and providers while maintaining national options for action.

Another important contribution was the adoption of Council conclusions orhé&meet of
preventing overweight based on the "Badenweiler Declaration$. Jupports the relevance
of the White Paper presented by the Commission on diet, phgsinaty and health, as well
as a joint strategy at Member State and EU level aimed at preventimebaack of activity,
overweight and resulting diseases.

To further intensify anti-doping also at European level, the MeiSbses decided to better
network their national anti-doping organizations. Alongside this, work eatiog a "sport
satellite account” was advanced. This will enable the econoneictefdf sport, for example
its share of GDP and the number of sport employees, to be ascertained.

Safeguarding Europe’s natural environment

» Promoting environmental protection

The Member States are likely to agree, on 28 June, on a common position on the review of the
Waste Framework Directive, which further supports recyclingtand the reuse of waste,

while at the same time increasing legal securitylierrecycling industry. This new directive

is a good practical example of Better Regulation, as it iateg various existing legislation

and introduces clear definitions for waste management. The agreei®8 June to limit the
concentrations of certain dangerous chemicals in water islikidg to be a major step
towards improving water quality.

With a view to the Conference of the States Parties to the Camvemt Biological Diversity
which takes place in May 2008 in Germany, as well as to dmée@nce of the States Parties
to the UN Convention to Combat Desertification in September 2007 in Spaihember
States set ambitious aims in order to take ground-breaking decidiorthe field of
environment financing mechanisms (Life +) the Presidency sdeckin completing the
conciliation procedure, thus enabling the EU to provide 2.1 billion euro by 2013 f
promoting environmental-protection projects. In addition, the political eageat on the
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directive on the banning and safe storage of metallic mercuhycankiderably lessen the
health risks, not only in Europe.

During the 14 Conference of the States Parties to the Washington Convention on
International Trade in Endangered Species of Wild Flora and Fauhg$LTheld from 3 to

15 June 2007 in The Hague, a major breakthrough in the regulation of therame was
achieved after years of negotiation; a nine-year moratoriasragreed. Represented by the
Presidency, the EU played an important role in mediating between tharAéauintries at the
conference.

» Modern, competitive and sustainable agricultural and fisheries policy

One of the overarching aims of Germany’s Presidency in theuégral sector was to
simplify EU law and control regulations and help achieve abig, practice-oriented and
citizen-friendly Common Agricultural Policy, to reduce bureaograand to increase
transparency. This was done, among other things, by merging tsingx21 Common
Market Organizations into one standardized organization, thus repkacogd 50 Council
directives. At the same time the Presidency was able to aakenportant step towards
simplifying the agricultural sector with the Council conclusions oross-compliance”,
adopted in agreement with the Commission. The agreement on refdaimai@MO for fruit
and vegetables was a major advance towards completing the 2003tagticeform, thus
improving the sectors competitiveness and simplifying a large numibesgulations. For
example, the processing aid will be gradually decoupled from produeind export
reimbursements stopped. Crisis-management measures will béuiced and environment-
friendly measures in the sector promoted.

Regarding the "food package" — food additives, enzymes, a uniform autiocorizeocedure —
the Council agreed on a general approach and, regarding flavolméagd,a progress report.
The aim of the package is in particular to preserve the prevensitge of consumer
protection on health by introducing a uniform and efficient procedareatithorizing
additives, enzymes and flavourings. Apart from this, existinglitipn is to be made simpler
and adapted to technical progress. For the first time EU-withedmézed regulations for food
enzymes were laid down.

Concerning animal welfare, following several years of consoittathe Presidency succeeded
in setting EU-wide minimum standards for broiler-chicken husbandryaddition, a
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Community-wide ban on the import of cat and dog fur was decided,sémding a clear
signal against inhumane practices. The ban will come into force anuay 2009. The
agriculture ministers also adopted conclusions on uniform labelling of relyrproduced
meat products in the EU (animal-welfare labelling).

In the fisheries sector, the adoption of several protection pBaisccod, European eel, red
tuna) and a binding definition of driftnets represents a contribution dswaore sustainable
use of fisheries resources and the protection of fish stocks. Incadutitiatives to combat

illegal fisheries were taken up. The fisheries agreemétht @reenland secured important
access to that countrys fishing areas for European fleets for the coming years

V. An area of freedom, security and justice

The further development of the area of freedom, security and justieerope was of central
importance to the German Presidency, as citizens expect de@st@n and more
cooperation on the part of the EU in preserving their peace andtgethe Presidency thus
aimed to strike a balance between improving security at openahtssrders on the one hand,
and strengthening civil rights and generating more legdhiogy on the other. Under the
motto "Living Europe Safely”, a conscious effort was made toeptae interests of the
citizens at the centre of European home affairs policy.

At the same time, the Presidency addressed the future shapeaoédhef freedom, security
and justice, and the task of strengthening it after 2010. To this endfoamal high-level
group on the future of European home affairs policy was set up omittagivie of the
German Presidency. This should ensure the continuation of the gutcEm®ipere and
Hague programmes.

Strengthening security, controlling migration and promoting integration

» Close police cooperation and a united front in the fight against terrorism

The Presidency was able to make tangible progress in cradsrhmmoperation. Within just
six months, a political agreement could be reached to incorporateogtamportant parts of
the Prim Treaty into the EU legislative framework. The Treabyides for mutual access to
national databases on fingerprints, DNA and vehicle registrati@mmiation, significantly
facilitating police cooperation.



-25 -

The basic agreement to convert the Europol Convention into a Councilddelois30 June
2008 — a move which will strengthen the operational dimension of Europoll -algo
contribute to greater security in Europe, particularly as regpmds efforts to combat
terrorism. However, certain difficult questions concerning finaeand personnel are still to
be resolved between the Member States.

Cooperation between the Member States in monitoring and assessanigttactivity on the
internet was further strengthened by the successfully launchieelckCthe Web" project.
Thanks to an information portal set up by Europol in May 2007, the Ment@gsSre now
able to exchange and pool their findings.

Last but not least, the political agreement on the incorporationeoPtiim Treaty into EU
legislation and on the decision granting the security authoatiels Europol access to the
future Visa Information System (VIS) has laid the foundationsHerHuropean Information
Network. The network is to ensure that the relevant police and seeuthorities of the
Member States as well as Europol and Eurojust have accessitdditdation systems (e.g.
SIS, VIS, EURODAC and Customs Information System), as fahiasneeded for them to
fulfil their duties in the area of combating terrorism andglosis cross-border crime, and will
improve operational cooperation between police, customs and other respaesinlity and
criminal authorities.

The interim agreement between the EU and the US on the usess#nger name records
(PNR) expires on 31 July 2007. A new agreement must be concludeds liyridi Through
intensive and difficult talks with the US, the German Presidemscyported by the
Commission, has managed to make a good deal of ground on this prbgoew agreement
is to create long-term legal certainty for all concerned, enligh standards of security and
provide robust data protection.

» Coherent asylum and migration policy

With the extension of the global approach to migration to the eastadt south eastern
neighbouring regions of the EU, an important aim of the Presidenclgemasfulfilled. The

adoption of a concrete package of measures allows for more inteosiperation with these
important countries of transit and origin — not least within tlopasof efforts to strengthen
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the European Neighbourhood Policy — and provides an effective counterhaldineeurrent
focus of EU migration policy, namely the Mediterranean region and Africa.

The discussion on potential comprehensive EU partnerships with third esumtiti be
continued on the basis of the Commission Communication on circular imigeatd mobility
partnerships between the EU and third countries.

A major success was marked by the conclusion of consultations ovishdnformation
System Regulation, a process stretching back to the beginnB@56f The system will serve
as an important instrument for close cooperation in implementingranoa visa policy,
simplifying visa procedures and combating illegal immigmatand visa shopping. Together
with the agreement on limited VIS access for the securityoaities of the Member States on
the one hand and for Europol on the other, a coherent approach to ognbatrism and
strengthening the area of freedom, security and justice is now taking shape.

Within the scope of common readmission policy, relevant agreemaitghe countries of
the Western Balkans were initialled. At the same time, ndgwigon visa facilitation with
these countries could be concluded. These are to play an importaim stlaulating direct
contacts. On the initiative of the German Presidency, an agreavasnteached to extend
practical cooperation in repatriating nationals of third countfié® duties of the border
management agency FRONTEX in the area of joint repatriati@sunes were more clearly
specified.

» Integration and intercultural dialogue

The integration of migrants is one of the greatest politicalsacthl challenges in Europe. In
order to strengthen the existing exchange of information and expesjahwas decided that
the role of the National Contact Points set up at expert level should be extended.

Intercultural dialogue has become an important instrument for sfclbesintegrating
migrants. The meeting of EU integration ministers organizethé German Presidency was
able to provide the impetus for a European-wide dialogue.
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» More effective protection of external borders

Removing internal borders makes Europe visible to the citizens ahlighig the benefits of
European integration. But if border controls are to be renounced completslyvital to
establish appropriate standards, such as a sufficient level etfootat the common external
borders. It also means securing the participation of the new Meatatss in the Schengen
Information System (SIS). The German Presidency was thuiilceweensure that work to
this end remained on schedule. It also made sure that no furthes dedegy incurred in the
introduction of the SIS I, a system which will further improve security.

Germany was also successful in strengthening the border eamaaagagency FRONTEX.
The adoption of the Regulation on the establishment of Rapid Border htiervdeams
allowed for the creation of a pool of border police experts whotheatequest of a Member
State — can be deployed under the coordination of FRONTEX in theavyeanticularly high
levels of immigration. The Regulation also provides in future forsgwdficials to be
entrusted with executive powers within the scope of all joint op@starried out under the
aegis of the agency. This will significantly boost the effeciess of joint measures. Member
States also agreed that FRONTEX would receive a large nwhber resources, including
patrol boats, aircraft and helicopters. The coast patrol netwonklyjobperated by eight
Member States at the southern sea borders began work at the end of May.

Strengthening freedom and justice

» Strengthening civil rights

As far as striking a balance between security and civil rightsoncerned, the planned
Framework Decision on the protection of personal data processed martt@nfork of police

and judicial cooperation in criminal matters represents an imypopt@ject. A completely

revised draft elaborated by the German Presidency has ifsshphegotiations on the
Framework Decision to a considerable degree, and these are nowaiocheled by the end
of 2007.

In a development of particular note, stalled negotiations onfa Fhamework Decision on
combating racism and xenophobia could be restarted and brought to a iconcluse
decision seeks to harmonize as far as possible the laws anaticgubf Member States with
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regard to offences involving the dissemination of racist and xenophobicneais in
particular.

On the subject of forms of media which glorify violence, the Gerfesidency sent a
comprehensive questionnaire to each Member State and consolidateduite in a report.
This up-to-date review allows Member States to learn from ethen and to follow examples
of best-practice.

In spite of the great majority of Member States in favour obdhicing minimal standards in
criminal proceedings also as regards domestic cases, an agréeyet to be reached on the
Framework Decision. The European Council further encouraged the M&tdies to reach
an agreement. How this can be achieved will only become fdiéaving the conclusion of
talks on the constitutional reform process.

On 1 March 2007, the EU Fundamental Rights Agency was able to take up its work.
» More legal certainty for citizens and business

Citizen-friendliness was a key aim of the German Presidéiteyimportant breakthrough in
negotiations on the Consumer Credit Directive will allow consunmefsture to choose the
best offer across Europe. It was also possible to adopt the Reg@stablishing a European
small claims procedure, which helps citizens to assert claiore quickly in cross-border
cases, as well as the amended version of the Regulation on tlee sérdocuments, which
will provide for documents to be transmitted to other Member Statag quickly and at
lower cost.

The increasing mobility of European citizens and the need to prttent freedom of
movement demand that a predictable legal framework be createdisTenth projects in
international family and private law were pursued. These included specifically:

- Consensus on guidelines for cross-border assertion of maintenaaices cl
(Regulation on maintenance claims), e.g. abolition of exequatur

- Agreement on guidelines relating to the law applicable intersa of divorce
(Rome III)
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- Agreement on a series of regulations regarding the law ablaita contractual
obligations (Rome 1)

- Conciliation agreement on law applicable to non-contractual oioligate.g. in the
event of road traffic accidents, Rome II).

Following on from the Commission Communication of 4 April 2007, the Ger@aumcil
Presidency held discussions at expert level on key issuathah@ng the patent system in
Europe. These resulted in a progress report summarizing the ashi#sed in consultations
in the Council working group on patent law so far, and laying thergl for its work in
future.

A further step in the harmonization of company law was takeh thi¢ conclusion of the
Directive on shareholders’rights.

» Strengthening the justice system and practical cooperation

Here, the German Presidency was concerned with the quick andivefféransfer of
information. Member States were able to agree on a Framewemikidn on the transfer of
prisoners. Under certain conditions, Member States in future mayigebd recognize and
carry out a custodial sentence imposed by another Member State. Moreover:

- Agreement on a Framework Decision on the exchange of informatioacted from
criminal records between Member States. The model fogl&#otronic linking of criminal
records is the pilot project initiated by France, Spain, Belgium and Germany.

- Agreement on essential principles regarding the mutual reemgr@nd supervision of
probation conditions imposed in another Member State. This is intended totertima
reintegration of offenders into society, thus reducing the riglecdlicitrance, and better
protect the victims of crime.

- Adoption of an EU project for further efforts in the field of Ustjce” with the aim of
improving electronic communication between the Member Statesntwi@eable extent
and continuing work on the basis of decentralized structures — notiletist area of
justice — through greater interoperability between systems.
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Shaping common foreign and security policy, external economicopcy and

The EU was also able to demonstrate its effectivenesgkdal player on the international
stage. The foreign political climate during the German Presidessy characterized by a

development policy

number of highly-complex, unresolved international problems: the Kosows gteocess, the
situation in the Middle East, which — in spite of increased natesnal efforts — remains

difficult, the fruitless efforts to prevent Iran from developimgclear capabilities and the

precarious situation in Sudan/Darfur.

The period of the German Presidency saw summit meetings withoalEuropean G8

partners — the US, Russia, Canada and Japan — at which far-red@tisigns could be taken

on economic issues in particular. The meetings also produced impootaributions to the
G8 Summit in Heiligendamm.

» Enlarging the EU and expanding the European area of security and stability

Priorities in this topic were:

Strengthening the European Neighbourhood Policy (ENP): withrilergement of the
German Presidentsyprogress report on the ENP by the European Council, a genera
consensus was reached on the future profile of the ENP. In concrete terms, medium-term
measures involving all partners were set in motion, such as better access to the EU
internal market, enhanced cooperation in the field of energy, new special-purpose finance
facilities within the scope of the Neighbourhood Instrument (Governance Facility,
Neighbourhood Investment Fund, as well as enhanced joint management of migration.
Moreover, ENP partner countries were given the opportunity to participate in certain
Community agencies and programmes. Negotiations were launched with Ukraine on an
enhanced agreement with the EU. Agreements on visa facilitation and readmission were
also signed with the Ukraine and successfully negotiated with the Republic of Moldova. A
Black Sea Synergy initiative was launched, which envisages, among other things,
measures to strengthen regional cooperation in the areas of the environment, energy,
transport and security.

A stronger EU focus on Central Asia: with the endorsement of an EU Strategy for Central
Asia by the European Council, an unprecedented political framework for enhanced EU
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engagement in this region of increasing strategic importamae te developed and EU
interests in the region defined. Priorities include cooperation iartes of security, the
environment and energy, as well as promoting the rule of law, dengoarac human
rights. The strategy lays the basis for both intensive bélagerd regional cooperation
with the countries of Central Asia.

- Intensifying EU relations with Russia: results in this respect wexed. On the one hand,
both parties affirmed at the Samara Summit that there wakenpadive to the strategic
partnership. Moreover, tangible progress was made in energy coopécaeation of an
early warning mechanism for energy), investment securgtaldishment of an expert
dialogue) and in the fields of education and research. On 1 June, agie@&nevisa
facilitation and readmission entered into force. On the other hand)atmeh of
negotiations on a successor to the PCA Agreement remains blocked thesongoing
dispute over the export of Polish agricultural products to Russia. t®iU's point of
view, it was important to represent a clear and united position.

- Western Balkans: the Kosovo status process was activaedyngenied by the EU, which
presented a united front based on the proposals of Special Envoy AhBsaparations
for an EU mission in Kosovo following the status decision (civiliatDESnission, EU
Special Representative) could be brought forward considerably. Asdeeelations with
Belgrade, the EU's approach of formulating clear critesieSerbian rapprochement to the
EU and at the same time pursuing constant dialogue with the Serbian Governchefit pai
As a result, negotiations on a Stabilization and Association Agrdenith Serbia could
be relaunched on 13 June.

- Enlargement: in accession talks with Croatia, seven furtiegters could be opened. The
screening process could also be definitively concluded. This pheeway for further
steps forward of scale in the next few months. Negotiatiorts Tuitkey were continued
on the basis of the Council Decision of December 2006, and thteerfehapters could
be opened during the German Presidency.

» Multilateral engagement, active crisis management and non-proliferation

The EU played a significant role in efforts to resolve crises outside Europe:
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- Iranian nuclear programme: we were able to extend the Eurapé&ative (E3/EU) to
include the US, Russia and China (E3/EU+3). The two-pronged approachefdbyuthe
E3/EU+3 of applying pressure on the one hand and offering talks ootlike was
pursued consistently and with the support of all EU Member States.harsh and
confrontational line taken by the Iranian leadership unfortunatelgatidllow significant
progress to be made in resolving the problem. The UN Security Coanciians (Res.
1737, 1747) were implemented by the EU.

- Middle East: With the revival of the Middle East Quartet &sdsupport for the Arab
Peace Initiative, the EU managed, despite the recent negativeplaeeilts in the region,
to lend international cooperation new momentum. However, success iniddée Mast
peace process essentially hinges on the resolution of the cdr@tigeen Palestinians.
Following the seizure of power by Hamas in the Gaza Strip lene@gtablishment of an
emergency government, a package of measures was prepared e @residency
with the support of President Abbas in order to stabilize the situation in the West Bank.

- The EU has become actively involved in Lebanon. European troops afopantarge
share of the UNIFIL mission charged with maritime survediaof the UN arms embargo.
The EU is also providing extensive support for civilian reconstocefforts. The
establishment of the special tribunal was largely driven forward by EU Mertdies S

- Sudan/Darfur: the EU has actively supported the mediation ®fédrthe UN and the
African Union (AU). The funding gap in the AMIS mission pending theditéon to what
will hopefully be a AU-UN hybrid mission at the end of 2007 coulddrgely closed,
thanks to the reallocation of resources from the European Developmentafdnd
voluntary national contributions (including a significant contribution fromrn@ny)
initiated by the Presidency and the Commission.

- Afghanistan: building on German bilateral engagement, an ESDPe patission
involving up to 160 police personnel was initiated. The mission began waonkdi June.
At the same time, the Commission decided to launch a justicecpruojeclose
coordination with the ESDP police mission.

In the area of disarmament, arms control and non-proliferation, the coacern was to
strengthen the multilateral regulatory framework. The EU played an active role in
discussions aimed at finding solutions to the multilateralizationheffuel cycle. These



-33-

solutions should effectively take into account the sensitive elements of tlogdles not least
in view of existing concerns about proliferation. Federal MiniS&inmeier has made a
proposal which would allow states planning to use nuclear energyeémweful purposes to
participate in an enrichment centre under the administration of the IAEA

In view of the major foreign and security policy challenges posedlimate change, the
German Presidency requested that the link between climatgelaad international security
be placed on the EU agenda. Secretary-General/High Reprasengalana and the
Commission were given a mandate by the June European Council tot@¢smt report on
this topic to the March Council in 2008.

» Strengthening the CFSP and the ESDP

The role of the Secretary-General/High Representative tnasgthened; Mr Solana assumed
the chair for a dozen EU meetings with third countries. As pathefso-called Hampton
Court follow-up, it was decided that a civilian headquarters shouldebeips within the
Council Secretariat. This should provide much greater efficientyeiplanning and conduct
of civilian ESDP missions. Under German leadership, important impeias given to
improve the military strategic planning capabilities of the EAdreover, the EU Operations
Centre was declared ready for action and was activated fdrshéme as part of a training
exercise. The civilian ESDP missions in the Gaza Strip an®éneocratic Republic of the
Congo were extended. In the area of developing military capahilittgoortant parts of the
catalogue of steps forward for the Headline Goal 2010 were drawrraliowing the
announcement at the beginning of the German Presidency that that@gdj®ups were fully
operational, the EU's capacities for rapid military responserises were further developed.
This process included an initiative developed by the GermandBney together with the
subsequent Portuguese and Slovenian Presidencies which seeks tol dherkals concept
for rapid military response to crises.

» Strategic partnerships and an active external economic policy

At the summit meeting with the US on 30 April, the transatlardanemic partnership and
cooperation in the areas of energy and climate policy wenegsitrened. The Framework for
Advancing Transatlantic Economic Integration lays the foundationsnfore effective

cooperation in reducing the unnecessary duplication of controls. The faaknalso sets out
a number of lighthouse priority projects aimed, among other thaigsrotecting intellectual
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property rights, better reconciling financial reporting and acaognprinciples, reducing
obstacles to investment and promoting innovative technologies. Tanigipgeferward are to
be taken on these projects by the next EU-US Summit. The netutingal backbone is the
Transatlantic Economic Council, which will report directly to th#J-US Summit.
Furthermore, a comprehensive Air Transport Agreement was signéke larea of foreign
policy, it was agreed that the US would for the first time tadae in a civilian ESDP mission
(in Kosovo).

The Summit meeting with Canada (4 June) also resulted in agreenwergtrengthen
economic cooperation, launch negotiations on an air transport agreantepursue close
cooperation in Afghanistan. In the area of energy and climateypolie EU and Canada
agreed on enhanced cooperation with regard to a comprehensive intelnelimade
protection regime for the period after 2012.

The EU-Japan Summit on 5 June resulted, among other things, in ameagrée strengthen
cooperation in protecting intellectual property rights as well as in resaatdhraovation.

With the Nuremberg Declaration on intensified EU-ASEAN partmprsthe two regional
organizations established cooperation of a new quality in five priar@gs (politics/security,
economy, energy/climate change, development and civil society). ilaancluded a first
EU-ASEAN Summit (Troika), which will take place on 22 November 2d0%ingapore. A
meeting of the 45 ASEM Foreign Ministers in Hamburg securededgpl to support a
comprehensive international climate protection regime for thegefter 2012 within the
framework of the UN.

As a basis for the joint EU-Africa strategy, which is to be adopted at th&fdd Summit in
December 2007, laying the foundations for a new partnership betweBtJtaed Africa, an
outline paper was drawn up between the European and African sides.pEnevgaich was
endorsed at ministerial level by the EU-Africa Troika on 15 Magrks out the framework
for the joint strategy and represents an important element of the prelimin&ty wor

The close cooperation between the EU and UN was strengtheredoby declaration on
cooperation in international crisis management.
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» Strengthening trade and Europe’s international competitiveness

The German Presidency made determined efforts to ensure a fyptreng of international
markets for European goods, services and investments, and continatdo great
importance to an ambitious conclusion of the Doha development round.

The bilateral trade agreements sought by the EU with sél@atrtners (ASEAN, India, South
Korea), but also the association agreements with Central Aanen@ the Andean
Community complement the multilateral trade system in a usefy. Mandates for

negotiations were successfully adopted, while preliminary reggwis have already begun
with Asian partners and the Andean Community. Moreover, there have exé@mely

intensive talks on the free trade agreement with the Gulf Coapei@tuncil. These are to be
brought to a successful conclusion by the end of the year if poshibgmtiations on a
comprehensive Partnership and Cooperation Agreement were also launched with China.

Anti-competitive behaviour, as well as unfair trade practices sscldumping, unlawful

subsidies, the violation of intellectual property rights or forcadsfier of technology were
rigorously addressed during the German Presidency within theingxislU regulatory

framework. The objective remains to strengthen international ddiopeby combating

unfair trade and subsidy practices and to ensure open global marketsunbiased

assessment of trade policy instruments in the form of the Graper Rliscussion was
continued and a Member States’ position was more clearly spkdifiereover, consensus
was reached on essential points for bringing the EU's market access siategiate.

In a concrete step towards boosting Europe’s competitiveness amitycégainnovation, the
German Presidency organized a Ministerial Science Conferdrtbe EU and India in New
Delhi (7/8 February), at which participants agreed on close coaperatihe fields of health
research, environmental protection and energy security in partiCliés provided new
impetus to EU cooperation with an important strategic partner.

» Promoting sustainable development
The German Council Presidency was able to fulfil expectatiorterms of providing new

impetus to EU development cooperation. Thanks to tangible contributions tingedauerty
and reaching the Millennium Development Goals, particularly in Africuropes



- 36 -

commitment to development has — in a spirit of close dialoguetid partner countries and
civil society — been further strengthened.

As regards economic partnership agreements with the countrigsicd, the Caribbean and
the Pacific (ACP states), the aim of putting trade polacyhe service of effective poverty
reduction and sustainable economic development has been achieved: theriber Nb¢ates
agreed on a wide-ranging package offering ACP states gmaeatess to the internal market,
as well as on extremely long transitional periods for the proteciti development-sensitive
products and sectors in the ACP states. In this way, the EU cddldaavincing political
substance to its concept of an asymmetrical and flexible openithg aharket which serves
to support development. Also adopted was an accompanying packageleofassistance
qualitatively and quantitively attuned to the aims of development pdlicysough this and
through direct dialogue between the EU Member States and tResffes, important steps
were taken towards a timely and development-friendly conclusiorthef economic
partnership agreements.

In the context of Europe and Afrisscommon interests in the field of energy (security of
supply, access to sustainable energy services, climate protection and poverty reduction), the
German Presidency strongly supported the creation of a comprehensive and long-term EU-
Africa energy partnership, to be agreed within the framework of the common EU-Africa
strategy at the EU-Africa Summit at the end of 2007 (see above).

In the area of HIV/AIDS, Germany took the initiative of orienting the EU's HIV/AIDS
strategy towards protecting women, strengthening funding aimed at combating the most
dangerous infectious diseases and supporting health systems in the affected countries. Thisis
complemented by decisions to reduce the recruitment of health experts from developing
countries.

Furthermore, a Code of Conduct for the Division of Labour in the EU was decided: more
efficient coordination of donors is to reduce the burden on the partners and increase the
effectiveness of EU aid. With this initiative, Europe is asserting its pioneering role in
implementing the Paris Agenda. The Council reaffirmed the planned increase of official
devel opment assistance (ODA) and reported that the EU had, with an ODA share of 0.42% of
gross national income, more than fulfilled its Monterrey obligations — an important step in
reaching the next target of a 0.51% share by 2010. The Member States undertook to present
appropriate implementation plans by the end of the year. The topics of equal opportunities for
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men and women, as well as employment and dignified work wece salengthened in
development policy. Finally, the implementation of EU funding instruménstrument for
development policy, fOEuropean Development Fund) was specified for the coming years.

On the whole, therefore, during the German Presidency a decisivébgtioh could be
rendered to making European development policy fit for the future.



