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Seco_ndarv legislation

for the introduction of the eurg and

some nrovisions relating to the introduction of the eure-

(Communication to the European Parliameat, the Council and

the European Monetery Institute )

The European Council of December 1995 in Madrid adopted a scenario for the
‘introduction of the single currency and asked for the technical preparatory work for a
Council Regulation providing the legal framework for the use of the euro to be
completed at the latest by the end of 1996. In this perspective the Commission
herewith transmits two draft proposals for Council Regulations. The annexed draft
Regulations have been prepared in compliance with the principles for such 2
framework as 1aid down under point 9 of the reference scenario. .

The legal framework has been defined following intensive consultations with

representatives from the private sector and has benefited from valuable input from the -

European Monetary Institute.

The consultations held by the Commission services have made it clear that the
concrete preparations for the changeover to the single currency in the private as well
as the public sector call-for a timely clarification of the legal framework for the euro

well in advance of the start of stage three of Economic and Monetary Union. For some -
provisions, especially on the continuity of contracts and rounding, the legal certainty

required for timely preparations can only be achieved if they are adopted and if they
enter into force long before the start of stage three. ' :

Article 109 | (4), third sentence, which allows the adoption of “other measures

necessary for the rapid introduction of ... the single currency”, will only be available
as 2 legal basis in early 1998, when it has been- decided according to Article
109 j (4), which Member States fulfill the. necessary-conditions for the adoption of the
single currency. Therefore, the Commission proposes, in accordance with the under-
standing reached at the informal Ecofin in Dublin in September 1996, to base those
provisions for which there is an urgent need for legal certainty on Article 235 of the
Treaty, and-to adopt the other provisions of the legal framework on the basis of
Article 109 1(4) of the Treaty. oS T :

Thef:ggxmlsswﬂ sﬁggcsts seeking politi;:é! 9gdj;;j;gg;§3¢n: of the two draft Regulations
at the‘megting of the European Council in Dubli in Décember 1996. S
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The foltowing draft proposals are annexed to this Communication:

* Council Regulation on the introduction of the euro (Article 109 1 (4) of the
Treaty). The objective is to define monetary law provisions for the Member States
without a derogation. The Regulation would enter into force on | January 1999. 1t
provides for the substitution of the euro for the national currencies. During &
transitional period ending on 31.12.2001 at the latest, the national currencies of
participating Member States are redefined as sub-divisions of the euro. During this
period the euro unit and the national currency units are legally equivalent The
draft Regulation includes rules for the use of the national currency unit and the
euro in its own unit. It also determines rules for banknotes and coins denominated
in the euro which will b'e put into circula’t.ion at the latest on 3 1 .12.2001.

The consultation of the European Central Bank is required according to Amclc
109 { (4) of the Treaty, but can be substituted according fo Article 109 f {8) of the
Treaty by the consu!tatxon of the European Monetary Institute. The consuitat:on of
the European Parliament is not formally required but highly desirable.

+ Council Regulation on some provisions relating to the introduction of the euro
(Article 235 of the Treaty). The purpose of this regulation is to lay down thase
provisions relating to the introduction of the euro where there exists an urgent need
for legal certainty. The draft Regulation confirms that the introduction of the ¢ura
does niot affect the continuity of contracts or other legal instruments. Moreover it 1
confirmed that from 1.1.1999 one ECU in its composition zs a basket of
component currencies will become one euro. Finally the draft determines the
degree of accuracy at which conversion rates will be fixed on 1 January 1999 and
establishes roundmg rules for conversions between the eurc and the national

currency units.

The European Parliament is to be consulted according to Article 235 of the Treaty, -
The European Monetary Instrtute s to be consuited according to Amclc 109 f (6)

of the Treaty




EXPLANATORY MEMORANDUM

INTRODUCTION - GENERAL CONSIDERATIONS -
Principal objectives of the proposals

Now thai preparations for EMU have turned to practical questions, operators
have increasingly demanded that complete legal certainty on the.use of the euro
be established well in advance of the start of stage thrce of EMU.

The European Counci! of December 1995 in Madrid recogniscd this need for

legal certainty, setting forth a scenario for the introduction of the single

currency, and stipulating notably that a Council Regulation, whose technical
preparatory work shall be completed at the latest by the end of 1996, will enter
into force on 1st January 1999 and provide the legal framework for the use of

the euro. The EﬁrOpean Counci! also confirmed the principle of continuity of

contracts and the conversxon at a rate of one to one of references to the ECU
basket by referenc&s to the euro.

The Commission is rcsponding to the need for legal certainty by proposing legal
provisions in this text that should make up the Jegal framework for the use of the

€uro.

The provisions are included in two separate draft Reﬂulataons for the following
reason: :

* Article 109 1 (4); third sentence, provides for the taking of “other measures
necessary for the rapid intoduction of ... the single currency”. However, this
Article will only be available as a legal basis in early 1998 when it has been

decided according to Article 109 j (4) which Member States fulfil the necessary
conditions for the adoption of the single currency. Therefore, those provisions -

foi which it is urgent to establish legal certainty by having them adopted in the
near future are based on Article 235 of the Treaty. The other provisions which
define the monetary law of the participating Member States are based on Article
109 [ (4) of the Treaty. By alteady proposing them at this stage, the Commission
opens the possibility for a-political agreement on them, such that their formal
adoption in 1998 will be a mere formality. :

- The objecﬁves of the draft Council Regulation on some provisions relating
to the mtroductwn of the euro are; .

-~ 10 confirm that with effect from 1st Jangary 1999 rcferenccs to the ECU in

contracts and other legal instruments are replaced by references to the euro at =~ .

- a ratc of onc curo for one ECU .




J/M \"‘

to confirm the continuity of contracts which are denominated in nat:ona]
currencies and in ECU and which extend beyond 1st January 1999;

to determine the degree of precision at whzch conversion rates will be
irrevocably fixed on 1st January 1999;

to establish rouhdiﬁg rules.

Moreover, by this draft Regulation the name “euro” is introduced into EC
leglslauon The reference to the decision by the European Council on the name

15 included in the recitals.

Among the noteworthy consequences of the draft Regulation are the following:

confirmation and assurance for markets that contracts w:il remain unaffected
by the introduction of the euro;

affirmation of the rights and obligations deriving from contracts which are
denominated in the basket ECU;

facilitation of the technical preparation for the changeover to the euro, in
particular in the field of information technology. ‘

The draft Regulation on the introduction of the euro has the following main

- objectives:

to determine the time-frame for the completion of the chaﬁgeovér to the euro;

to substitute the euro for the national currencies with effect from
Ist January 1999;

to establish legally enforceable equivalence between the euro and the national

‘currency units durmg the period when euro banknotes and coins are not yet m

circulation;

to ensure that during this transitional pcnod private. economic agents wle be
free to use the euro; but that at thc same time they should not be obliged-to do

s0; .

3

to estabhsh rules relating to the circulation and protection of banknotes and

. coins.

This dmft Regulation also provides economic ag,ents with increased certamty
about :

© - thetime-frame for the cdéip!é,tion of the Ch&ﬁé_ef?:\f-ef -




— the exchange of banknotes and coins denominated in etro by national notes
and coins at the end of the changeover proCess. ' S

-
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COMMENTS ON THE AKTICLES'0F CUUNCIL REGULATION OF | ] oN soME
PROVISIONS RELATING TO THE INTRODUCTION OF THE EURO .

Article 1

This Article provides definitions of various terms used in this draft regulation.

The term "legal instruments” is meant to cover all instruments which are of legal
relevance and which refer to currencies, currency units Or amounts of currency
units. It also expressly includes payment instruments, like cheques, other than
banknotes and coins. ' '

The term * national currency units” defines the units of the currencies of the
Member States without a derogation which are still in use it the transitional

period. .

The conversion rates can only be adopted on 1.1.1999, in accordance with
Art. 109 1 (4), first sentence of the Treaty (see Article 4).

Article 2

H .
This Article has a declaratory value. It confirms the replacement of references to
the ECU as a basket of component currencies as referred to in Art. 109g of the
Treaty and as defined in Council Regulation (EC) No. 3320/94, by references to
the euro atarate of one toone. - '

This definition is uneguivocally used in EC legistation. As for the use of the
ECU in private law, a presumption is established that contracts which use the .
ECU without clearly defining it shall be assumed to refer to the ECU.as defined -
by EC law. It may safely be assumed that in most cases the intention of parties to
ECU contracts was to make reference to the official ECU even if this was not
always properly’ reflected in the wording of the individual "contract. The
establishment of the assumption follows the approach taken in the Comumission
Recommendation 94/284/EC concerning the legal treatment of the ECU and of
contracts denominated in ECU id view -of the introduction. of the single.
European currency. Such a presumption fully respects the freedom of contract in .
that it allows the parties to a contract to agree on something different, thus

“gestroying” the presumption.’ F R :




This Article uses the name “euro” for the single currency. A reference to the
decision of the European Cuuncil of Madrid on the name has been included in

the recitals.

Paragraph 2 repeals Council Regulation (EC) No. 3320/94. This Regulation
would in any case, because of the Treaty provisions and in particular Articles
109 g and 105 1 (4), become ineffective at the start of Stage 3. :

Article 3

This Article serves to confirm the continuity of legal instruments, notably of
contracts. It has & declaratory purpose only. As EMU can neither be qualified as
an unforeseeable event nor as @ severe distruption of circumstances, the
introduction of the euro does not justify invoking the principle of frustration or
“Wegfall der Geschiftsgrundlage”, or the “théoric de I"imprévision” or
principles with similar effects. - The principle of continuity was already
underlined by -the European Council of Madrid in the scenaric for the

changeover.

The “terms of & legal instrument" include. in particular, interest rates in financial
contracts but also cover all other terms. ' '

The provision applies to contracts denominated in currencies of participating
Member States and in ECU, irrespective of whether they are set up under the faw
of participating or non-participating Member States.

The Article refers to the “introduction of the euro®, a tenn used in Artide_:109 {

(4) of the Treaty; it is broader than “substitution”. The term includes the
replacement of references to the ECU as referred to in Art. 2 of this Regulation -

by'references to the euro.

The last sentence confirms that the generally accepted principle of freedom of

contracts is preserved.

Articled 0

This Article establishes rules on the cc'_:,_ijvei'sion rates. According to the first -

sentence of Article 109 1 (4) the rates themselves. can only be adopted on
Li1eee. R AT ly be a _
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when counted from the left and starting by the first non-zero figure, has six
figures (nGt 10 be confused with the number of decimal points). The Council
commits itself o fixing the rates with this degree of precision. The choice of six
significant figures follows the standards of the EMS.

In order to avoid inaccuracies in uonversxons the irrevocable fixing only
includes the conversion rate between the euro and the national currency units,
The bilateral rates betwcen the national currency units will be derived from these

COYIVCI'SIOH rates.

Paragraph 2 stipulates that economic agents must not round the conversion rates
when mzking conversions. : :

Paragraph 3 bans the use of inverse rates because this would imply rounding of
the rates and could resuit in significant inaccuracies due to the multiplicative

_effect of the rounding, notsbly if large currency amounts are involved.

Paragraph 4 provides a binding algorithm for conversions between nationa]
currency units,” given that those bilateral rates will not, according to the
definition of “conversion rates” in.Article 1, be defined directly.

Article 5

This Article defines a number of Tounding rules for’ conversions of monetary
sums between euro and national currency units as well as between national
currency units. Monetary sums in euro shall always be rounded to the nearest
cent. Monetary sums in national currency units shall be rounded to the nearest
sub-unit or to the nearest unit of the national currency unit. National practices
are respected. This flexibility allows in particular for the continuation of .
practices in some countries by which monetary sums are rounded 10 units other
than those referred to in the Article (for example, where sums are rounded toa

~ multiple of the currency umt)
- Article 6 - _. - | ,

This Article determines the entry into force The Regulation wilf enter into force "I' '
the day after its publication in the Ofﬁmal Journal (Article 2 will have effecr.

only as from Ist January 1999.




3. C‘ONMENTS.ON THE AKTICLES OF THE COUNCIL REGULATION ON THE

INTRODUCTION OF THE EURO

Article 1

The first Articie defines the terms “participating Member States”, “legal instruments"”,
"conversion rates”, "euro unit", “national currency units”, “transitional penod" and

“organised markets”.

The term “participating Member States” is used to describe the Member States
without a derogation. Though it is understood that in principle all EU Member States
patticipate in the third stage of EMU albeit under different rules, the term

“participating Member States" is used in order to enhance the readability of the draft. |

regulation. The enumeration of the participating Member States will facilitate the
recognition of “lex monetae" in third countries.

The term “legal instruments® is Amcant to cover all instruments which are of legal

relevance and which refer to currencies, currency units or amounts of currency units
It is notably meant to include all kinds of contracts, either written or oral, tacitly
concluded contracts and contracts implied from the conduct of the parties.

According to Article 109 | (4) of the Treaty, the conversion tates can only be adopu.d
on 1.1.1999. Rules for the adoption of the conversion rates have been adopted 1n

Council Regulation [...] on some provisions relating to the introduction of the euro
To avoid problems of roundmg only conversion rates of one euro expressed in terms

of each of the national currencies of the Member States will be defined. Bilaterat rates
will have to be derived from the euro rates; a binding algorithm for this purpose s
determined in the said Council Regulation. No inverse rates of one natlonal currency -
unit in terms of euro units will be deﬁned .

During the transitional period tberc exist several units of the euro as the.currency. of

the participating Member States: the “euro unit” and the “national’ currency umits”,

The term “euro unit” is used to distinguish decimal expressions of the euro in units of
the euro itself from non-decimal expressions of the euro in the national curTency
units. The “national currency units” refer-to the currencies of the participating

Member States whxch were cutrencies in their own right before being subsututed by_ :

the euro.

‘The end of the transitional period will ﬁavg to be determined later. ? . o

The definition of “organised markets” refers to' the Directive 93/22 EEC on the

investment services in the securities field. It ‘includes -markets for the regular

exchange clearing and settlement of transferablc secutities, units in: collective -

: mvestment undertakmgs, moriey marke: ""nstmmcnts ﬁnancxal-futur& ccntracts

L e,
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forward interest rate agreements, swaps, options on financial instruments ‘and
instruments of paymcnt

Arfi_cle 2

By the first sentence and in combination with Article 17, as from Ist January 1999
the euro is introduced as the currency of the participating Member States. The
reference to the Member States (and not to the Monetary Union) serves to make clear
that the euro is the currency of each Member State. This should help to avoid
ambiguity as to the continuity of contracts, in particular at the international level.

A distinction is made between the name of the currency (euro) and the unit of account
(one euro) in which all currency amounts are to be measured. As agreed at the
informal Ecofin meeting in Verona in April 1996, the euro is divided into one
hundred “cent”. As explained in the recitals, the definition of the name “cent” is not
meant to prevent the tolerance of the use of variants of this name in common usage,
without calling into question the principle that the name of the smg!e currency and its
sub-units can only be determined at Commuonity level.

Article 3

By prowdmg for the substitution of the former national currencies by the euro at the
conversion rates, this Article cstabhshes the “recurrent link" between each of the
former currencies and- the new cumrency. It therefore ensures the continuity of
contracts and other legal instruments in accordance with the principle of
nominalism. The substitution of the former national currencies of the participating
Member States takes place on st January 1999. The transitional provisions defining
the status and use of the national currency units do not affect th:s substitution in the

legal sense.

Article 4

This Article detenmnes the unit of account of the ESCB whtch 1 netthcrlspecxf'red
in the Treaty rior the ESCB Protocol ' "

It 1s to be noted that thc present prowsxon as It only enters into force on lst January

.1999, does not define the unit of account for the period between the establishment of

the ECB and the start of $tage 3. If the decision were taken to use the basket ECU,
which is ‘the unit of account of the European Monetary Institute, the present draft .
Regulanon_}vould ensure that the unit of account would bc the euro as from 1.1.1999; -




Articie S
Articie 5 limits the applicability of Articles 6-9 to the transitional period.

Article 6

Article 6 introduces the concept of a national currency unit which is defined in
Article 1. By way of the first sentence of paragraph 1, further divisions of. the
single currency unit, the euro, (further to that of Article 2, which is permanent)
are introduced temporarily. By this sentence, the EC legislator makes use of his
competence to introduce as many divisions of the single currency as he likes, in
any fraction of the single currency unit and under any name. This operation may
involve conversion factors which are lower than 1. The national sub-divisions

remain in force.

The Article opens the possibility to use the single currency not oaly under its own
name, but also under the denominations and in the units of the former national

currencies which become expressions of the euro.

The third sentence emsures that those provisions of the national moretary law
which are compatible with the present Regulation continue to-apply-during the
transitional period. This essentially concerns provisions which relate to banknotes

and coins.

Paragraph 2 makes clear that it mokes no difference to the legal vaiue whether in a
legal instrument the national currency unit or the euro unit itself is referred to. By
virtue of this provision contracts denominated in either the euro unit or the national

currency units are equally valid.-

The same holds for legislative provisions and other legal instruments.

Article'? .

This Article deals exclusively with legal instrumeiits which were established before
1.1.1999. Without such & provision it would, for example, be uncertain whether a
claim -in a national currency on 31.12.1998 .would have to be considered on
- 1.1.1999 a5 a euro claim expressed in the eiro unit itself or a euro claim expressed -
in that nat_ioh'a!.'durrgﬁpy unit. s | '
According to_this Article, a contract immé;@g;}@_.‘cbligazion to pay, for example,
100 F¥-will g 1:1.1999 become an obli ﬁdﬁfit?,_épgy the corresponding amount of
from Article 3), but denominats

g
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éﬁgxﬁéie@in 100 FF, which will be & sub- ’ o
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‘unit of the euro. It is only after the transitional period that references in legal

instruments to national cwiTtency units are by virtue of Article 14 to be read as
references to the euro unit (and thus as obligations to be fulfilled in the euro unit).

The Article maintains the status quo of denominations; it does not prevent parties to
a contract from agreeing to change its denomination, or the legislator from changing
the currency denomination in a law: Neither will it have any standstill effect on

leglslat:on in general,
Article 8

This Article strikes the balance between the principle of "no compuision” and the
principle of “no prohibition™ as laid down in the reference scenario decided by the

. European Council of Madrid. The first paragraph stipulates that the denomination of

& legal instrument - either the euro unit or the national currency unmit - shall be
respected. 1t ensures that the currency unit which is stipulated under the relevant
legal instrument (e.g. a contract or a law) shall be the one to be used in the
performance of all acts (statements of accounts, invoices, payments, etc.) to be
carried out under that legal instrument. Thereby, paragraph 1 ensures that,
notwithstanding the provisions of the following paragraphs, economic agents will
only have to use the unit - either euro or national currency - to which they have

agreed.

Likewise, paragraph 1 ensures that lzws stipulating the use of one urit, e.g. for the
publishing of accounts, shall be applied accordmﬂ to the denomination stated m

them

Paragraph 1 does not, of course, prevent a debtor, in cases where a cashless -
payment has not been explicitly agreed, from discharging a debt denominated in the
euro unit by paying with baniknotes or coins denominated in the national currency.
unit which is legal tendcr i the place of performance.

Paragraph 2 leaves it to the parties to agree on the use of a different denomination
than that of the legal instrument undcr!ymg theu‘ contractual relationship. ‘

The third paragraph serves to enhance the. funglbllnty between the euro and the

national currency units for payments by crediting an account. It gives the debtor the
choice of paying his debt in the euro unit or the national currency unit which’ is
stipulated in the contract. This provision also makes clear that a bank receWxng a
payment 0 the euro account is entitled to make the necessary conversion for

crediting an account in the respective national currency unit, and vice versa, without - .

asking for the consent of the beneficiary. The provision is limited to domestic

payments in the euro or the respectivé nationai currency ‘unit.

‘The fourth paragraph enables Mcmber Stat&s to take meastires to enhance the use of

the ‘euro unit in two specific cases, cve "'_If 'these measures may lmply an obhganop
for ‘certain cconomxc agents to usc the euro umt The first mdent .covers pubi:c and

T




private debt. Excluded from the application of this provision is non-securitized debt
fike bank accourts, loans, etc. The second indent covers organized markets as

defined in Article 1.

By virtue of the fifth paragraph, the list of exceptions trom the .principle of no
compulsion is closed. The drafting makes use of paragraph 12 of the reference
scenario adopted by the European Courcil of Madrid, where it is said that the
“time-frame (for the generalization of the use of the euro for public sector

operations) .will be laid down in Community legistation and might leave some

freedom to individual Member States.”

The sixth paragraph confirms for legislative provisions on netting, etc. that the euro
unit and national currency units are to be cousidered as the same monetary unit.

“Article 9

This Article confirms that national banknotes and coins remain legal tender in the
transitional period. Their legal tender status is confined to the territory where they
“were legal tender before the start of the third stage. It ends at the latest six months
after the end of the transitional period (see Article 15). : '

Article 10

A

This Article reflects the provisions of Article 105 a of the Treaty. The formulation

“put into circulation™ does not prejudge the decision of who will be the issuer of

banknotes (the ECB or national central banks). The euro banknotes .are the only
ones which-are legal tender in all participating Member States, in contrast to the
national banknotes. K . : e E

~Article 11

This paragraph addresses the rules for coins. As the Treaty is silent about the legal
tender status of coins, the Article gives such stats to them. The limit-to the
fiberatory power of coins is set to be 50 coins imespective of the face-value of
individudl denominations. The Article does not address the rights of Member States
with respect to the issuance of coins for numismatic or commemorative purposes.

L%
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Articie 12

This Article provides for protection of banknotes and coins against counterfeiting
and falsification. The provision refrains from sctjcihg standards directly, but obliges
Member States to ensure adequate sanctions. This does not exclude common steps
from being taken in the future, be it under the first or the third pillar of the Union.

Article 13

This Article enumerates a number of provisions which apply only as from the end
of the transitional period, either for a limited period of time or for an indefinite

period.

Article 14

After the end of the transitional period, the national currency units cease to exist.
The Article confirms that from this date onwards, references in legal instruments
which existed at the end of the transitional period to these currency units have to be
read as references to the euro unit. This follows from Articles 2 and 3. The Articie
clarifies- that a physical “redenomination” in the sense of a redrafting of legal
instruments which still refer to the former national currency units is not necessary
for its validity. There may, hawever, be other reasons which make such a physical
redenomination desirable or even indispensible in certain cases. References to the
national currency umits in laws etc. will have to be formally adjusted within a

“reasonable time-span by the national legislator.

After the transitional period, the former mational currency units can no longer
validly be used for setting up contracts, etc. since any reference t0 & former national
currency unit in a new contract would be a reference to a term which is no longer

" recognized by monetary law.

Article 15
This Article aims at facilitating the ex;ﬁaﬁnge of new banknotes and coins for old
ones dt the end of the transitional period. National notes and coins may continue to
circulate as legal tender for six months at.the most after the transitional period. In
order to provide flexibility, a Member States may shorten this period according to
the speed at which the changeover can Bc_iaé’goﬁlplished on its territory.




Article 16

_This Article leaves to the'Member States the competence 10 determine for Elovv_' long
“after the transitional petiod they will coatinue to accept b.?-HRHOtCS and coins the
national currency unit issued by them. Depending on national rules and practices,
these periods may differ. Member States may c‘hoose‘ to accept notes and coins in
the national currency units for an indefinite period of time.
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Proposal for a
Council Regulation { ]
on some provisions relating to
the introduction of the euro 96/0249 (CNS)

The Council of the European Union,

Having regard to the Treaty establishing the Européan Community, and in particular
Article 235 thereof,

Having regard to the proposal of the Commission,
" Having regard to the opinion of the European Parliament,
Having regard 1o thie opinion of the European Monetary Institute,’

(1) Whereas the European Council has confirmed at its meeting held in Madnd on 15/16
December 1995 that the third stage of Economic and Monetary Union will start on 1.1.1999
as laid down in Article 109 j (4) of the Treaty; whereas in accordance with
Article 109 k of the Treaty the Member States which will adopt the euro as the single
currency are the Member States without a derogation; |

(2) Whereas it also decided that the name given to the’ European currency shall be the
“euro™; whercas the specific name *“euro” will be used instead of the generi¢ term "ECU"
used by the Treaty to refer to the European currency umit; whereas the euro as the currency”
of the Member States without a derogation will be dxvxded into one hundred sub—uruts with

_ the name “cent”,

(3) Wheress a Counczl regulation, defining the legal framework for the use of the euro
should be adopted on the basis of Article 109 1 @, third sentence of thé Treaty as soon as
the Member States without a derogatmn are known; whereas the Council when acting at the
starting date of the third stage accordmg w Article 109 1 (4), first sentence of the Treaty,
" shall adopt the irrevocably fixed conversion rates;

(4) Whereas 1t is neccssary for the smooth operation of the commmon. market and the
changeover to the single currency to provxde. lcgal certainty for market participants in all

Mcmber States on some provisions relating to thc mtroducnon of thc euro well bafore the




(5) Whereas Article 109 1(4), third sentence, which allows the taking by the Council, acting
with the unanimity of Member States without a derogation, of “other measures necessary
for the rapid introduction of ... the smgle currency” is only available as 2 fegal basis when it
has been decided, according 1o Article 109 j (4), which Member S:ates fulfil the necessary
conditions for the adoption of the single currency; whereas it is therefore necessary to use
Article 235 as a legal basis for those provisions where there is an urgent need for legal

certainty;

(6) Whereas the ECU zs referred to in Article 109 g of the Treaty and as defined in Council
Regulation (EC) No. 3320/94! will cease to be defined as a basket of component currencies
on 1 January 1999 and the euro will become 2 currency in its own right; whereas the
o -dccxs.ton of the Council regarding the adoption of the conversion rates shall not by itseif
"modlfy the external value of the ECU; whereas this means that one ECU in its composition
as a basket of component currencies will bcc_o_mc one euro; whereas Council Regulation
(EC) No. 3320/94 therefore becomes obsolete and should be repealed; whereas for
references in legal instruments to the ECU under private law. parties shall be presumed to
. have agreed to refer to the ECU as referred to in Aricle 109 g of the Treaty and as defined
in Council Regulation (EC) No. 3320/94; wiiereas the provisions on continuity can only
fulfil their objective to provide legal certainty to the markets if they enter into force as socn

as possible;

€ Whereas it is a generally accepted principle of law that the continuity of legal
instruments is not affected by the introduction of a new currency; whereas the principle of
_freedom of contract has to be respected whereas in order to reinforce legal certainty r.]'ld
‘“-'---glarzty it is appropriate explicitly to confirm that the principle of continuity of Icgal
instruments and in particular of contracts shall apply between the former national currencies
and the euro and between the ECU as referred to 1n Amcic 109 g of the Treaty and as

defined in Council Regulation (EC) No. 3320/94 and the euro: whereas this implies m_-
particular that in the case of fixed interest rate instruments the mtroducuon of the euro does -

not altcr the normnal mtcrcst rate payable by the debtor;

(8) Whereas the explicit confirmation of the principle of continuity will also contnbutc 0
the recogmtlon of continuity of contracts in the jurisdiction of third countries; '




(9) Whereas the term “contract” used for the definition of legal instruments is meant to
include inter alia written and oral contracts, tacitly concluded contracts and contracts

implied from the coﬁdu;t of the parties;

(10} Wherees the Council when acting accordmg 10 Article 109 1 (4), first sentence of the
Treaty shall define the conversion rates of the euro in terms of each of the national

currencies of the Member States without a “derogation; whereas these conversxon rates

should be used for any conversion between the curo and the national currency units or
between the national currency units; whereas for any conversion between national currency

units a fixed algorithm should be used;

(11} Whereas the introduction of the euro requires the rounding of mOfetary amounts,
whereas an early indication of rules for rounding is essential to allow a tlmely preparation

and a smooth transition to Economic and Monetary Union;

(12) Whereas in order to achieve a high degree of accuracy in conversion operations, the

conversion rates should be defined with six szgmﬁcant figures: whereas 2 rate with six

significant figures means a rate which, counted from the left and starting by the first non-

zero fipure, has six figures;

(13) Whereas according to Article 109 f (6) of the Treaty the EMI has to be consulted
regarding any proposed Community et within its field of competence.

HAS ADOPTED THIS REGULATION:

Articlel -

For the purpose of this regulanon

- “legal mstrumen * shall mean legislative provisions. acts of admmustratxon, JudIClal

decisions, contracts, unilateral legal acts, payment instruments other than banknotes

and ccms, and other instruments w;th legal effect

- "converszon rates shall mean thc 1rrevocably fixed convcrs:on Tates adopted by the
- ‘Councxl accordlng to Amc!e 109 1(4) ﬁrst sentence of_ _the Treaty; : '




s

- "national currency units" shall mean the units of the currencies of Member States

without @ derogation, as those units are defined in their respective monetary law on
the day before the start of the third stage;

- “euro unit” shall mean the unit of the single currency as adopted by the Member

States without a derogation on 1.1.1999; - -

Article 2

(1) As from 1.1.1999 every reférence in & legal instrurnent to the ECU, s referred to in
Article 109 g of the Treaty and as defined in Council Regulation (EC) No. 3320/94, is

replaced by a reference to the eurc at a rate of one euro to one ECU. Referencesina

legal instrument to the ECU without such a definition shall be presumed to be references

to the ECU as referred to in Article 109 g EC and as deﬁ.ned int Council Regulation (EC)

No. 3320/94,

{2) As ﬁ'om 1.1.199% Council Regulation (EC) No. 3320/94 is repealed.

Article 3

The introduction of the euro shall not have the effect of alfering any term of a legal
instrument or. of discharging or excusing performance under any legal instrument, nor
give a party the right unilaterally-to alter or terminate 2 legal instrument. This provxszon
is mbject to anything which pamcs may have agreed.

Article 4

(1) The conversion rates shall be adopted as one euro expressed in terms of each of the

‘national currencies of the Member States without 8 derogation. They shall be adOpted
'wmh six significant figures. S

2) The conversion rates shall not be rounded or truncaxcd l_wl;en meking conversions. _




o tates shall be used for conversions either way between the euro unit

(3) The conversio
units. Inverse rates derived from the conversion rates shall not

and the national currency
be used.

m one pational currency unit into another shall

(4) Monetary sums to be converted fro
essed in the euro unit, rounded to at least

first be converted into a monetary Sum €xpi
three decimals, and then be converted into the other national currency unit.

Article 5

Monetary sums to be paid or accounted for when a rounding takes place after 2

conversion into the euro unit according to Article 4 shall be rounded up or down to the

nearést cent. Monetary sums converted into 8 pational currency unit shall be rounded up #

or down to the nearest sub-umit or in the absence of a sub-unit to the nearest unit, o

according to national practices 10 a multiple or fraction of the sub-unit or unit of the

national currency unit. If the application of the ¢
exactly half-way, the sum shall be rounded up.

onversion rate gives 2 result which is

Article 6

This Regulation shall entér into force on the day after publication in the Official

Journal.

* This Regulation shall be binding in its cnt@fety and directly applicable in all Member

States.

1
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PROPOSAL FOR A
COUNCIL REGULATION ON THE

INTRODUCTION OF THE EURO

(PRESENTED BY-THE COMMISSION)




Proposal for a

Council Regulation { ]
on the introduction of the euro  96/0250 (CNS)

The Counci! of the European Union,

Having regard to the Treaty establishing the European 'Commt;nity, and in particular
Article 109 1 (4) third sentence thereof;;

Having regard to the proposal from the Commission,
Having regard to the opinion of the European Central Bank.
. Havingregard to the opinion of the European Parliament

(1) Whereas this regulation defines monetary law provisions of the Member States wihich

have adopted the euro; whereas provisions on continuity of contracts, the replacement <

references to the ECU in legal mstruments by references to the euro and roundinu‘h-r'-. ¢
already been laid down in Council Regulation [. .); wheress measures pertaining to athe

areas of law wall, if ne€cessary, have 1) be considered such as those concerning doubie prive

displays, conversion fees;

(2) Whereas the European Councﬁ has decided at 1ts meeting held in Madrid on 1571
December 1995 that the name given to the European currency shall be the © ‘euro™; whereas
the spemﬁc name “euro” wil] be used instead of the generic term "ECU" used by the Treaty
to refer to ‘the European currency anit: whereas the euro as the currency of the. Member
States mthout. a derogation shall be divided into one hundred sub-umts with the name
“cent”; whereas the definition of the name “cent” does not prevent thc use.of variants of

this term in comdn usage in the Membci' States;

3) Whercas the Council when acting according to Article ]09 | (4) third sentence of the
Treaty shall take the measures ncccssary for the rapid mtroducuon of the eurc other tha= the

adoption Q_f t_he conversion rates;

)




(4) Whereas whenever under Article 109 k (2) of the Tmaty a Member State becomes a
Member State without a derogation, the Council shall according to Article 109 1 (5} of the
Treaty take the other measures nccessary for thc rapid mtroducuon of the euro as the single

currency of this Member State; .

-

(5) Whereas according to Article 1091 (4) of the Treaty the Council shall at the starting date
of the third stage adopt the conversion rates at which the currencies of the parucxp:mng

Member States will be irrevocably fixed and at which irrevocably fixed rate the euro will be

substituted for these currencies;.

(6) Whereas given the absence of exchange rate risk either bctwcsn the euro unit and the

nat:onal currency units or between these national cum:ncy units, legislative provisions shali

{ e mterpreted accordingly;

(7) Whereas the term “contract” used for the definition of legal instruments is meant to
include inter alia written and oral contracts tacitly concluded contracts and contracts

implied from the conduct of the parties; . -

{8') Whereas in order to prcparé a smooth changeover to the euro 2 transitional period is
needed between the substitution of the euro for the currencies of the participatin-g Member
States and the introduction of euro banknotes and coins; whereas during this pcnod the
national currency units will be defined as sub-divisions of the euro; whereas thereby a legal
equivalence is established between the euro unit and the national currency umts;

‘?) Whereas the euro shell be the umt of account of the Europeen Central Bank (ECB) and
of the central banks of the partlc:patmg Member States; whereas this does not prevent
ndtional central banks from keeping accounts in their national currency unit during the
‘transitional period, in particular for their staff and for public administrations;
" (10) Whereas during the transitional penod lcgal instruments can be drawn up vali;ily in the
euro unit or in the national currency unit; whereas, unless agreed otherwise, economic.
agents have to rcspect the denomination of a legal instrument in the performance of all acts

to be carried out under that instrument; whereas in order to ensure the smooth functioning’

of the payments systems exceptions from this general rule are necessary, whereas in order

to allow, where necessary, the redenommauon of outstanding debt in the euro unit and the

‘change of the unit of account of the Opcratmg proccdurcs of orgamzzd markets, Member
States ShOUld bC able to take approp% measmj oo :




(11) Whereas in transactions with the public sector participating Member States may allow
the use of the euro unit but can only impost it on the basis of Community legislation;

(12) Whereas according to Article 1052 of the Treaty the Cou‘ncil'rnay adopt measures 10

J -
harmonise the denominations and technical specifications of all cotns:

T

(13) Whereas banknotes and coins need adequate protection against counterfeiting.

- (14) Whereas banknotes and ;:oins denominated in the national currency units lose their
* status of legal tender at the latest six months after the end of the transitional period; whereas
for practical reasons it might be appropriate 10 introduce the euro banknotes and coins

already a short time before the end of the wansitional period:

the transitional period references in legal instruments -
ciod will have to be read as references to the euro '
whereas 2 physical redenomination of existing

legal instruments is therefore not necessary to achieve this result; whereas the rounding
to the conversions to be made at

rules defined in Council Regulation [...] shall also apply

the end of the transitional period or after the transitional period; whereas for reasons of
clarity it may be desirable that the physical rcdenomination will take place 8s soon as
appropriate; whereas from the end of the transitional period the former national currency

units can no longer validly be used for the setting up of new legal instruments:

(15) Whereas as from the end of
existing at the end of the transitional pe
according to the respective conversion rates;

HAS ADOPTED THIS REGULATION:

:"lw\\;

Part [ "
~ DEFINITIONS

Article1

For the purpose of this regulation:
- “participating Mém_ber States™ shall mean (Countries A. B.J

legislative provisions, acts of ad_nﬁniéﬁation_, judicial

- “legal ihstrurﬁcnts“ shall mean ‘
si than banknotes .
: LQ D /—.

decisions, contracts, unilateral legal:acts, payment instruments other
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and other instruments i\gthlegal effect. . -]
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"1 Council, Digmve 93122fEEC of 10 May 1993 on investment scrvwc.s
. 3 :

L

- "conversion rates" shall mean the irrevocab
Council accordmg to Article 109 1.(4) first sentence of the Treaty.

— “"euro unit" shall mean the currency unit ds defi

- ‘“national currency units" shall mean the units of the cqrrcncie
‘Member States as those units are defined in their respective mon

before the start of the third stage.

- - “transitional period” shall mean the peri
31.12.2001 at the latest. ‘ '

ly fixed conversion Tates adopted by the

ned in the second sentence of Article 2.

-~

s of participating

etary law on the day

jod beginning on 1.1.1999 and ending on

- “organized markets” shall mean markets for the regular exchange, clearing and

93/22/EEC! on the investment services in the secunnes ﬁeld and shall

settlement of any of the instruments listed in section B of the annex to Directive

include

systems for the regular exchange clearing and settlement of Instraments of payment.

Part I1

SUBSTITUTION OF THE EURO FOR THE CURRENCIES OF THE

PARTICIPATING MEMBER STATES

Article 2

The cuprency of the participating Member States shall be the euro.
- shail be one euro. One euro shail be divided intto one hundred cent.

Article 3

The euro shall be substimtc.d'for the currencies of the Partidifaating M

conversion rates.

BRI ‘,n -

& sccurities field (O) No L 141,

The currency unit

ember States at the




Articled -

The euro ; shall be the unit of account of the European Centra} Bank (ECB) and of the
central banks of the participating Member States. . .

Part [T
TRANSITIONAL PROVISIONS

Article 5

Articles 6-9 zpply during the transitional period.

Article 6

(1) The euro shall also be divided into the national currency units according to the
conversion rates. Any sub-division thereof shall be maintzined. Subject to the
provisions of this Regulation the monetary law af the pamcxpanng Member States shall

continue to apply. _ ‘ : .

(2) Where in a legal mstrumcut rcferencc is.made to a national currency umit, this

reference shall be as vahd as if reference wcre made to the euro unit.

Article 7

The substltutzon of the euro for the currenc:es of the partlc1patmg Member States shall
not in xtself have the effect of a]tenng the de:_:o_mmanon of legal mstrummts in

exlstcncc on  the. datc of substltunon

~




R
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Article 8

(1) Acts to be perfozmed u‘ndcr-legal instruments stipulating the use of & national
currency unit shall be performed in that national currency unit. Acts to be.performed
under legal instruments stlpu!atmg the use of the euro unit shall be performed in this

unit.

'(2) The provisions of paragraph 1 are subject to anything which parties may have

agreed.

{3) Notwithstanding the provisions of paregraph 1, any amount denominated either in
the euro unit or in the national cun'cncy unit of a given participating Member State and

payable within that Member State by crediting an account of the creditor, can be paid .

by the débtor either in the euro unit or in that nanonai currency unit. The amount may
be credited to the account of the creditor in the denomination of his account, with any

conversion being effected at the conversion rates.

(4) Notwithstanding the provisions of paragraph 1, each participating Member State

may take measures which may be necessary in order to:

redenominate in the euro unit cutstanding debt derominated in national currency

units; this provision shall apply to bonds and securitized debt.

- allow orgamzed markets to -change the unit of account of their operating

procedures from a national currency unit to the euro umt.

(5) Other provisions than those of paragraph 4 imposing the use of the euro unit may‘
only be adopted by the partxt:lpatmg Member States accordmg to any txme-frame laid

down by Commumty leglslanon

(6) Natmnal legal prowszons whxch pemut or impose netting, sct—off or techniques with '-
-similar effects shail- apply to monetary obhgatxons, irrespective of their currency .
denomination, if that dcnommatlon is in euro or in a national currency unit, with any -

conversion being effectcd at the corwerszon rates




Article 9

Banknotes and coins denominated in & national currency unit shall retain their status as

legal tender within the territorial limits as of the last day before the third stage:

EURO BANKNOTES AND COINS

Article 10

As from 1 January 2002 at the latest, the ECB and the central banks (;f the participating e '“%
‘Member States shall put into circulation banknotes denominated in euro.
‘Notwithstanding Article 15, these bankaotes shall be the only banknotes which have the

status of legal tender in all these Member States.

Article 11

As from 1 January 2002 at the latest, the participating Member States shall issue coins
denominated in euro or in cent and complying with the denominations and technical
specifications which the Council may lay down in accordance with Article 105 a (2)
second. sentence of the Treaty. Notwithstanding Article 15, these coins shall be the only
coins Mﬁ;h have the status of legal tender in all these Member States. Except for the
‘issuing authority and for those persons specificaily designated - by the national
legislation 6f_the issuing Member State, no party shall be obliged to ac_:cépt more than
fifty coins in any'single‘paymcgt. ' | - - S

-

Article 12

PafﬁCiP?iiﬁg}M¢mbér States shall ensure adequate sanctibns:_'agaiBSI counterfeiting and
: _falsiﬁééﬁé‘rj‘df banknotes and coins. S :

il
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PartV

FINAL PROVISIONS

Article 13

Articles 14-16 apply as from the end of the transitiona! period.

Article 14

Where in legal instruments existing at the end of the transitional period reference is

made to the national currency units, these references shall be read as references to the

euro unit according to the respective conversion rates and calculated accordmg 10 the

rounding rules laid down in Council Regulation [...}.

Article 15

-

Banknotes and coins denominated im 2 national currency umit as referred to in

Article 6 (1) shall remain legal tender in their respective temritorial limits until sin
months after the end of the transitional period at the Jatest; this period may be shortened

by national law.

Article 16

In aceordance with the laws or practices of participating Member States, the respective
issuers of banknotes and coins shall continue to accept. against euro at the conversion -

rate, the banknotes and coins previously issued by them.
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ENTRY INTO FORCE

Article 17

This Regulation shall enter into force on ist January 1999.

in its entirety and directly applicable in all Member

This Regulation shall be binding
‘States. ' . :




Annexe financiere

The present proposals do not have any impact on the budget of the European
Community. ' - |

~




Annexe Petites et Meoyennes Entreprises

The two draft Regulations wili have a direct effect on all citizens and all sectors of

the economy. It will be of particular significance 10 the banking sector and tc

distributive trades, where citizens will encounter the immediate commercial effects ¢f

the changes.

The importance of adjustments to the new situation which will' be required of
enterprises will vary. Small and medium sized enterprises may find adjustment costs
proportionately higher if the transition is not planned sufficiently in advance. The
Commission is working closely with these sectors to identify more precisely potentiz!

problems.
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