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EXPLANATORY MFMORAND

The granting of aid undsr Reguiation (EEC, EURATOM) Wo 2157/91 of
15 July 1891, concernlng the provision of technical assistance to

" economic reform and recovery in the Union of Soviet Socialist
Republlcs will come to an end on 31 December 1992. Accordingly. and
. bearing in mind subsequent changes in.the situation of the former

" Soviet Unlon and of certain neighbouring states, as well as the
Community's experience In providing technical assistance under this
tegulation, It is necessary to proposs a new regulation. This will
provide the legal basis for the provision of technical assistance in
tha years toc come. The Community’s experience with technical
asslgtance in 1991 and 1992 will be the sublJect of 2 forthcoming
report to the Par!iament, Council and Economic and Social Committee.

‘The proposed regulation (s modellied closely on its predecessor,
mutatis mutandls. In order to ensure the necessary continuity, changes
have been kept to a minimum. However, certain necessary modifications
have bean introducsd, the most significant of which are as follows:

i. The titie and annex |isting the beneficiaries are modified to
reflect the inclusion of the twalve independent. states of the
former Sov:et Union and Mongolia.

2. Mongolia is added to the list of beneficiaries as its situation and
needs for assistance are comparable to those of a number of the
independent states. This country was formerly dependent,

" politically and economicaily, upon the Soviet Union although not
formatiy part of It. Mongolla has now established a democratic
political system, held free and fair elections and begun the
transition to a market economy. It has signed a trade and
cooperation agreement with the Community, inciuding a commitment to
protect human. rights. It has requested support for post-communist
economic reconstruction, which goes beyond the scope of" -cooperation
‘asslstance presentiy available. The Commission considers it
appropriate to respond positively to this request within the
framework of the present regulation.

3. The priority sectors for technical assistance have been maintained,
to provide the necessary continuity and to avoid a dispersion of
effort. The description of thess sectors is adapted slightly to
correspond more exactliy with needs.

4, Multiannual indicative programming is provided for as the Community

- wlli be offering sustained support to programmes and projects which
span saveral years. Within this multiannual approach, the principle
of annuality in budget allocations is respected. This implies the
need for action programmes specifying the main projects on a yeariy
basis.

The indicative programmes and the action orogrammés will be adopted
through the management committee procedure.



5. The regulation makes provision for assistance to be offered, under
the Community’s - tenderlng procedures, by entities elither in the
Community, the beneficlary countries, the Phare recipient states or
adjacent Medliterranean states. The inclusion of this "triangutar=:
elemont Is designed to encourage the provision of assistance by .
countries with spaecific relavant expertise, baged on experience in.
trangition to a market economy or on close |inks with the
beneficiaries.

6. The regulation provides for assistance to bs reviewed if the
politlical situation in a beneficiary state impedes the effective
implementation of the programme. This provision is based on recent
expar lence and provides a noceesary olement of flexiblility in
difficult circumstances. .

7. in order to prevent unforeseen circumstances from hampering the
process of recovery in the beneficiary states, the proposed
regulation provides that up to ten per cent of the total annual
allocation should be avallabie when necessary for responding to
humanitarian needs, as with PHARE.

8. The proposed regulation provides for the preparation of an annual
prograss report.

in addition to these modifications, the Commission would draw
attention to the Importance of retaining the provision of the previous
regutation for the award by restricted {nvitation to tender and by
private treaty for operations up to ECU 300,000. Any. heavier procedure
~would introduce excessive delays and impede the delivery of B
" assistance. .

The Commission would also draw attention to the importance of the
provision, retained from the previous regulation, which cal{s for the
affective co—-ordination, by the Commission, together with the Member
‘States, of the technical assistance efforts by the Community and.
Member States on-the basis of information provided by the Member
States.

-

on this basis, the Commission would invite the Council to adopt the
attached proposal.
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Proposal for a .
COUNCIL REGULATION (EEC EURATOM)

concernwng the prov1s1on of techn1cal ass1stance to economic reform and recovery
in the independent States of the former Union of Soviet Socialist Republics

and Mongolia
THE COUNCIL OF THE EUROPEAN COMMUNITIES,

Havmg regard to the Treaty establlshmg the European Econormc Commumty, and in
partlcular Artlcle 235 thcrcof

Having regard to the Treaty establishing the Europcan Atormc Encrgy Commumty. and
in partlcular Artlclc 203 thereof

Having regard to the proposal of the Commission,
Having regard to the opinion of the European Parliament,

Whereas pursuant to the European Counc1l meet1ngs in Dublin and in Rome the
European Community 1ntroduced 2 technical ass1stance programme in favour of

the economic reform and recovery in the former Union of Sov1et Socialist Republics;

Wwhereas Council Regulation (EEC, EURATOM) No 2157/91 of 15 July 1991 concerning
the provision of technical assistance to economic Eeform and recovery in the
Union of Soviet Socialist Requlics1 lays down the conditions for the pfovisions
of this technical assistance and foresaw such operation under the 1991 and 1992
budgetary periods; whereas since the said reform ‘and recovery in the former Union
of Soviet Socialfst Republics is'sfill underuéy; it is necessary to continue thié

effort;

Whereas ‘it is necessary to take_express’accodht of-the'consequences of the
dissolution of;the'Union'of the Soviet Socié[ist'Republics, of‘uhich'Armenia,
Azerba1]an, Belarus, Georgia, Kazakhstan, K1rgh1zstan, Moldavia, the Russian
Federat1on, TadJ1k1stan, Turkmen1stan, Ukraine and Uzbek1stan, here1nafter called

“the independent States" were part;

Whereas in view of Mongolia's close traditional Llinks with the former Union of
Soviet Socialist Republics and of the fact that it is in the

process of transition to a market economy and :hence "has

1OJ No L 201,.24.7.1991, p. 2.



need of technical assistance with economic reconstruction, comparable with the needs
of the independent States, it is appropriate to extend the technical assistance to the State
of Mongolia; - ' o

Whereas the priority sectors for technical assistance cover the fields of human
resources development; support for enterprises, ihgluding financial services; food
production, distribution and marketing; transport and energy ;

Whereas to ensure that unforeseen circumstances do not unduly hamper the process of
recovery in the independent States and Mongolia, it is necessary to permit a certain
amount of the financial allocation to be used for humanitarian aid;

Whereas the requirements of economic reform and restructuring now in progress, and
the effective management of this programme require a multi-annual approach; '

Whereas assistance for economic reform and recovery may require specific types of
expertise particularly available in the PHARE beneficiary countries and in certain
other states; ' '

‘Whereas the continued provision of technical assistance will contribute to the
attainment of the Community's objectives, and the Treaties have not provided, for the
adoption of this Regulation, powers other than those of Article 235 of the EEC Treaty
and Article 203 of the EAEC Treaty, | |

HAS ADOPTED THIS REGULATION:
Article 1

A programme to assist economic reform and recovery in the states listed in the Annex
(hereinafter called the "beneficiary States") shall be implemented by the Community
as from 1 January 1993 in accordance with the criteria laid down in this Regulation.
Assistance shall be concentrated on sectors and, where appropriate, on selected
geographical areas where it can play.a central role and serve as an example in
support of the reform process.

The assistance will be reviewed if the political situation in a beneficiary State impedes
the effective implementation of the programme.



Article 2

The budget authority shall determine the appropriations available for each financial
year , takmg into account the prmcrples of sound financial management referred to in
Article 2 of the Financial Regulation apphcable to the general budget of the European
Commumtles and with due regard for the financial perspectrves '

Article 3

1. The programme referred to in Artxcle 1 shall take the form of technical
assistance for the economic reform under way in the beneficiary States. It shall
also cover reasonable costs of supphes required in support of the
1mplementatron of the technical assistance .

The cost of the projects in local currency shall be covered by the Commumty
) only to the extent stnctly necessary

2. The assrstance shall also cover costs related to the preparatlon unplementatlon
momtormg and evaluation of the execution of thesc operatlons

3. Technical assistance shall give pnonty to the fields of human resources
development support for enterprises, including financial servrces food
productlon dlstrlbutlon and marketlng, energy and transport

4, Operations to be ﬁnanced under this Regulation shall be selected taking account,
inter alia, of the recipients' preferences and on the basis of an assessment of
their effectrveness in achxevmg the objectrves aimed at by the Commu.mty
assrstance

5. Technical cooperation shall be implemented on a decentralized basis. The final
recipients of Commumty assistance shall be closely involved in the evaluatlon
: and executron of the projects.

6. At the request of a beneficiary State humanitarian aid and technical assistance
for its 1mplcmentatlon may be provided. In the first instance such aid shall not
exceed 10% of the annual financial allocatlon to be made avallable under this



Regulation. Amendment to either the objectives of such aid or to the percentage

mentioned above may be made in accordance with the procedure provided for
in article 7 (2) and (3). ‘

Article 4

Community assistance shall take the form of grants which shall be released in
tranches as projects materialise.

Financing decisions and any contracts resulting therefrom shall expressly
provide, inter alia, for supervision by the Commission and the Court of
Auditors to be carried out on the spot, if necessary.

Article 5

Indicative programmes covering a three-year period shall be established for
each of the bcncﬁciafy States in accordance with the procedure provided for in
Article 7 (2) and (3). They shall define the principal objectives and orientations
of Community assistance in the priority areas referred to in Article 3. They
shall be adopted every three years and may be amended in accordance with the
same procedure during the périod of their application.

Action programmes based on these indicative programmes shall be adopted in
accordance with the prdcedure provided for in Article 7 (2) and (3). These
action programmes shall include a list of the main projects to be financed
within the priority areas referred to in Article 3.

 Article 6

The Commission shall implement operations in accordance with the action
programmes referred to'in Article 5(2).

Supply contracts shall be awarded by means of open invitations to tender except
in the cases provided for in Article 116 of the Financial Regulation applicable

to the general budget of the European Communities.

Service contracts shall, as a general rule, be awarded by restricted invitations to
tendér and by private treaty for opcratibns up to ECU 300 000.



Participation-in 1nv1tat10ns to tender and contracts shall be open-on equal terms
to all natural and legal persons in the Member States and i in thc benef1 ciary
States.

Participation by natural and lcgal pcrsons from the countries, benefitmg from

PHARE as well as from ad]acent Mediterranean countries may be
authorised by the Commission on a case- by-case bas1s if the programmes.

or prOJects concerned requ1re spec1f1c forms of asswstance particularly

“ava1lable in-economies in trans1t1on or in countr1es w1th traditional

economic or geogrqph1cat Links.

Taxes, duties, charges and the purchase of lmmovablc propcrty shall not be
funded by the Commumty :

In the case of co—fmancmg,thc participation of third countries in mwtatlons to
tcndcr and contracts may be authonscd by the Comm:ssnon but on a case-by-.
case basns '

Article 7

The Commission shall be assisted by a connnine¢ composed of the
représcntaﬁ\}es of thc Mc_mbe_f States and chaired by the representative of the
Cbmlmission,”to be known _as'the "Management Committee for Assistance to th»e'
independent States and Mongolia". ’ ' '

The representative of the Commission:shall submit to the Committee a draft of
the 'me'a‘sures to be taken. The Committee shall deliver its opinion on the draft
within a time limit which the chairman may lay. down accordmg to the urgency -
of the matter. "The opinion shall be delivered by the majonty laid down in
Artxcle 148 2 of the EEC Treaty in the casc of dec1s1ons Whlch the Councxl is
requnred to adopt ona proposal from the Commxssnon The votes of the
representatlves of the Member States within the Committee shall be welghted in
the manner set out m that Artlcle The chairman shall not vote.

The Commi_-ssion-shall adopt méasures, which shall apply immediately.
However, if these measures are not in accordance with the opinioh of the



Committee, they shall be communicated by the Commission to the Council
forthwith. In that event, the Commission shall defer application of the measures
which it has decided for ‘a period of six weeks.

The Council, acting by a qualified majority, may take a different decision
within the period laid down in the first subparagraph. -

The Committee may examine any other question relating to the implementation
of this Regulation which may be put to it by its Chairman, possibly at the
request of the representative of a Member State and, in particular, any question
relating to general implementation, the administration of the programme co-
financing and the coordination referred to in Article 8.

The Commission shall inform the Committee at regular intervals concerning the
implementation of the technical assistance programme.

" Article 8

The Commission shall, together with the Member States, ensure the effective co-
ordination of the technical assistance efforts undertaken in the beneficiary states by
the Community and individual Member States on the basis of the information
supplied by the Member States. | '

In addition coordination-arid cooperation with the International Financial
Institutions shall be stimulated. ' :

Article 9

At the end of each financial year the Commission shall draw up-a progress report on
the implementation of the technical assistance programme. This report shall be
addressed to-the European Pariiame'nt, the Council and the Economic and Social
Committee. o

~Article 10 -

This Regulation shall enter into force on the third day following that of

its publication in the Official Journal of the European Communities.
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It shall be binding in its entirety and directly applicable in all Member States.

bone at Brussels, For the Council
' ' : The President



" Armenia
’ Azerbaija n
: B elarus

’ Georgia

Kazakhstan
Kirghjzstan

Moldavia

- Russian Federation

Tadjikistan
Turkmenistan
Ukraine

Uzbékfs;an

. .M'opgolia _ .

_11._

BENEFICIARY STATES

-
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FINANCIAL STATEMENT
SECTION 1: FINANCIAL IMPLICATIONS
Title of operation

Technical cooperetion with the independent states of the former Soviet’

_Union and Mongolia _

Budget heading involved
B7—620 _ Technical cooperation with the independent Btates of the
' former Soviet Union.
Mongolia's inclusion in the list of recipient countries will
require the title of the budget heading to be changed.
Legal basis

COunc11 Regulatlon (EEC) No 2157/91 of 15 July 1993, whlch only covers
1991 and 1992.

The attached proposal for a Regulation (from 1993).

Description of operation

4.1 Specific objectives of operation

To assist the reform process, in particular by financing or helping
to finance technical assistance operations aimed at supporting the
transition towards a market economy, mainly in the field of human
resources, business support including financial services,’
production, dlstributlon and marketing of- food products, energy and
transport. i ‘ .

4.2 Duration
Unlimited

4.3 Target population
The population of the former Soviet Union and Mongolia.

Classification of expenditure or revenue

Non-compulsory

Differentiated

Type of expenditure or'revenue

100% eubsidy

Financial impact

. 7.1 Method of calculating total coet of operation (commltment

.approprlatlone)

1992 Budget ECU 445 million
1993 PDB ECU 520 million
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7.2 Breakdown of operation.

Ten per cent could be used as part of humanitarian aid operations at
the request of the recipient countries.

What anti-fraud measures are planned in the proposal for the operation?

Anti-fraud measures are carried out by the delegation staff, who check
that the proper procedures are followed and work well at each stage of
the development of the projects, and that the projects are carried out.
Inspection and audit missions are also planned for the various countries.
A management information system has been set up to monitor: '

- the technical execution of the programmes;
- ' contracting procedures, and
- expenditure. '

Elements of cost-effectiveness analysis
9.1. Objectives

The aim of the technical assistance programme for the former Soviet
Union and Mongolia is: :

{a) to secure their transition to a market economy;

{b) to modernize their economies.

It is not possible at this time to determine how long the programme
will run given the scale of the problems confronting the countries
concerned. DU

9.2. Grounds for the operation

The operation is part of the implementation of decisions taken by the
European Council in Rome in December 1990.

The Community aid is intended, by transferring skills and knowledge, to
achieve a multiplier effect in the five sectors concerned, helping to
create the conditions for internally-generated economic development in

the Soviet Union and Mongolia and an attractive environment for foreign

investors.

The Community's contribution will be mainly to provide consultants (both
individual experts and consultancies) and training programmes.

9.3. Monitoring and evaluation of the operation

Performance indicators

The success of the technical assistance operations will be measured by
the ability of the former Soviet States to take over from European
experts on programmes run with Community assistance. Every effort will be
made to ensure that European experts are progressively teplaced by local
staff in the relevant sectors.

The European experts will be recruited under service contracts containing
detailed terms of reference, specifying the objectives to be met and the

time limit for the work, so as to permit their programme to be evaluated

afterwards.
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Details of evaluation

3

FCommiseion staff will draft regular reports on the progress of the

operations, the problems encountered and how they are to be tackled.

The experts responalble for the projects wzll also draft regular reporta
on the executxon of their duties.

The Commission will regularly inform the Member States on the progress of
the programme via a Management Committee for Assxetance to the
Independent States and Hongolla.
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