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Main results of the Council

Concerning Fisheries, the Council reached a unanimous political agreement on fishing
opportunities for 2011 for certain fish stocks for EU vessels in the waters of the Atlantic, the
Channel and the North Sea and also for certain fish stocks in the Black Sea.

As regards Agriculture, the Council was briefed on contractual relations in the milk and milk
product sector. In addition, the quarterly report on the dairy market and the report on
developments in the market situation and conditions for phasing out the milk quota system were
presented to ministers.

Over lunch, ministers discussed the future of the CAP, in particular how to better target CAP funds
to "active farmers"'.

Ministers were also briefed on agricultural product quality policy. Finally, the Council held
a policy debate on the communication on the CAP towards 2020.
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ITEMS DEBATED

FISHERIES

Total allowable catches (TACs) and quotas for 2011

The Council reached a unanimous political agreement on fishing opportunities for 2011 for EU
vessels in the waters of the Atlantic, the Channel and the North Sea (16068/10) on the basis of a
Presidency compromise, drawn up in agreement with the Commission. The Council will adopt this
Regulation, following finalisation by the legal/linguistic experts, at one of its forthcoming meetings.

The compromise was drafted, baring in mind a number of clear guiding principles:
- where long term management plans are in place, no derogations were allowed
- gradual steps are taken to reach maximum sustainable yield for all stocks by 2015

The following table sets out the indicative values of the principal TACs for 2011 compared with
those for 2010 and the Commission proposal.
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The Commission and the Council recognise that discarding fish is a waste of natural resources and
is a serious problem in global and European fisheries. Widespread discarding damages marine
ecosystems and the financial viability of fishing businesses and is ethically undesirable.

The Commission and the Council are committed to reducing discards now and under a reformed
Common Fisheries Policy. They welcome action by and will work closely with Member States and
others to tackle this problem, including trials of alternative management systems, fully documented
fisheries or management by effort. The Commission and the Council are keen to see the results of
initiatives such as catch quota management in order to have an assessment by STECF on its
efficiency to reduce discards and overall mortality of fish.

The Commission, taking note of the continued poor state of stocks of cod concerned by regulation
No 1342/2008 and the lack of evidence of a reduction in fishing mortality rates, will undertake a
review of all pertinent factors concerning the fisheries catching the relevant cod stocks. The review
will include the measures fixed according to the aforementioned Regulation, their implementation
and their effects, including discard reduction measures and measures affecting cod management
decided by Member States as well as the application of the fishing effort limits. The review will
cover scientific and control aspects and will require the submission of relevant data by Member
States. The Commission will request the advice of STECF concerning the review and will consult
stakeholders through the Regional Advisory Councils. The Commission undertakes to convene a
conference to discuss the findings of these consultations.

In addition to the fishing opportunities 2011 for the Black Sea on which the ministers reached a
political agreement in this Council session, the fishing opportunities 2011 for the Baltic Sea and the
fishing opportunities 2011-2012 for deep sea stocks were already adopted, respectively on

26 October and on 29 November 2010.

According to Article 43(3) of the Treaty, the Council has to adopt measures on a proposal from the
Commission on the fixing and allocation of fishing opportunities.

As the existing provisions in the area of the proposal are applicable until 31 December 2010, with
the exception of certain effort limitations which are applicable until 31 January 2011, the regulation
will apply from 1 January 2011 on.
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Fishing opportunities for 2011 in the Black Sea

13.-14.X11.2010

Ministers reached a political agreement on a regulation fixing for 2011 the fishing opportunities for
certain fish stocks applicable in the Black Sea (/7003/10) on the basis of a Presidency compromise,
drawn up in agreement with the Commission.

The Council will adopt this Regulation, following finalisation by the legal/linguistic experts,

through a written procedure.

The main element of the Presidency compromise endorsed by the Commission is a reduction of
10% in the EU total allowable catches (TACs) in the Black Sea for turbot and sprat.

The following table sets out the indicative values of the TACs in the Black Sea for 2011 compared

with those for 2010 and the Commission proposal.

Species | Species | Especes comparison
Latin | English | nom | ICES fishing zone COUNCIL | COUNCIL | COUNCIL CON{}ZHOSS:ON Council
name name | frangais prop TAC 2010/

TACs TACs comparison Commission
2011 2010 2011/2010 for 2011 proposal
2011

Psetta Black Sea o 0

maxima Turbot | Turbot (TUR/F3742C) 86,4 96 -10% 72 -25%

Sprattus Black Sea o .

sprattus Sprat Sprat (SPR/F3742C) 11 475 12 750 -10% 9563 -25%

The Council and the Commission agreed that it is appropriate to establish adequate measures such
as inspection schemes and benchmarks to address the misreporting and illegal fishing for turbot in
the Black Sea. Such measures should be developed by Member States concerned jointly with the

Commission in 2011.
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In addition, the Council and the Commission agreed that regional cooperation on fishing in the
Black Sea should be established to promote sustainable stock management in this area and that they
will each take actions in line with their competence.

Finally, the Council invites the Commission to propose the establishment of minimum landing and
mesh sizes for the turbot fishery in the Black Sea, while underlining that the TAC levels established
in the regulation for 2011 have been set at a level taking into account the continuous application of
national provisions existing in Bulgaria and Romania in this regard.

According to Article 43(3) of the Treaty, the Council has to adopt measures on a proposal from the
Commission on the fixing and allocation of fishing opportunities in the Black Sea.

As the existing provisions are applicable until 31 December 2010 the regulation will apply from
1 January 2011.
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AGRICULTURE

Contractual relations in the milk and milk products sector

Ministers were briefed on a proposal for a regulation amending regulation No1234/2007" as regards
contractual relations in the milk and milk products sector (/7582/10).

Most delegations welcomed the Commission proposal highlighting the measure allowing the
producers to join together to negotiate and establish contracts with the dairy companies. The

importance of the role of inter-branch organisations and of increased transparency were also

underscored. However some Member States recalled that the proper functioning of the single
market should in any case be guaranteed.

The Council took note of this proposal and mandated its preparatory bodies to conduct an in-depth
examination of the proposal. In this context the Council took note of the information provided by
the future Hungarian Presidency: the appropriate working party will start the examination in
January and an exchange of views is envisaged during the Agriculture and Fisheries Council in
March.

This Commission proposal follows the report and recommendations of the High Level Group
(HLG) on Milk and the Presidency conclusions on this report, as supported by a large majority of
delegations (/4186/10) These conclusions invited the Commission to submit by the end of the year
its response to the first three recommendations of the HLG, concerning:

e enhanced contractual relations between milk producers and dairies;
e producers' collective bargaining power; and
e the possible role of inter-branch organisations in the dairy sector,

and to respond rapidly to the HLG recommendation on transparency.

! OJ L 229, 16.11.2007, p. 1.
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As regards relations between milk producers and dairies, the concentration of supply is often much
lower than at processing level. This results in an imbalance in bargaining power between these
levels. The proposal provides for optional written contracts to be drawn up in advance for deliveries
of raw milk by a farmer to a dairy which would include the key aspects of price, the timing and
volume of deliveries, and the duration of the contract. To rebalance bargaining power, it is further
proposed to allow farmers to negotiate such contract terms, including the price, collectively, via
producer organisations. The proposal provides for a legal basis in agricultural law to this end. In
order not to destabilise the existing situation, a size limit is proposed.

Inter-branch organisations cover part or all of the supply chain: farmers, processors, distributors and
retailers. They can potentially play useful roles in research, improvement of quality, promotion and
spreading of best practice in production and processing methods. It is proposed to apply the rules of
existing inter-branch organisations in the fruit and vegetables sector with appropriate adaptations, to
the dairy sector. They would contribute to improving knowledge and transparency of production
and the market.

In response to the crisis in the dairy sector in 2009, in October of that year the Commission set up
an HLG on Milk to discuss mid-term and long-term arrangements for the dairy sector, given that
quotas are due to end on 1 April 2015. The HLG published its report mid-June and recommended
several measures: those for which the Commission presented this proposal, and others in relation to
market instruments, quality and labelling as well as innovation and research. (//935/10 +
11758/10).
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Situation report on the dairy market

The Council took note of the Commission’s quarterly report on the dairy market (17244/10),
presented by the Commissioner in charge of Agriculture and Rural Development, Dacian Ciolos.

The EU dairy market is in much better health this year than last year. Prices paid to milk producers
have recovered from their record low levels in spring 2009: the EU weighted average price has
regularly increased (32.5 c/kg for September 2010 vs 27 c/kg mid-2009) and is higher than any
monthly average price between 2003 and 2006 (only during the price hike in 2007 was such a price
reached). A very recent trend of stagnation should be closely followed.

EU average prices for dairy products continue to be largely above intervention levels. A slightly
weaker trend has been observed over recent weeks in EU prices for dairy commodities, with some
exceptions. World prices continue to be at historically high levels, without taking account of the
price spike of 2007.

EU milk production has been constantly increasing since spring, and cumulative levels for the
period January-September 2010 are 0.8% higher than in the same period of 2009. This increased
milk production has been converted mainly into value added products (such as yoghurts and cheese)
that experienced an increase in production levels in line with good demand, while dairy
commodities (butter, skimmed milk powder and whole milk powder) achieved lower production
levels. Compared to quota levels, first estimates show that milk deliveries from April to September
2010 are 6% below quota for the EU-27.

Public stocks for butter and skimmed milk powder have decreased: only remain 190 000 t of
skimmed milk powder remain - of which 94 000 t are committed to the most deprived persons'
scheme in 2011 - and 1 500 t of butter, committed to this scheme as well.

As a reaction to the crisis in the dairy sector, the Commission committed in May 2009 to report
every three months on the situation in the dairy market.
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Conditions for phasing out the milk quota system

The Council took note of the information provided by the Commission on the evolution of the
market situation and conditions for phasing out the milk quota system (/7243/10).

The milk sector went through a period of high price volatility from 2007 to 2009. Since then, the
market situation has improved and prospects are broadly positive. Overall, the milk sector is
gradually heading towards more market orientation.

Phasing out the milk quota system ("soft landing") is already on track in an overwhelming majority
of Member States. The main two indicators (quota prices and production level compared to quotas)
are well orientated in most of the Member States. Except in 3 Member States (DK, NL and CY)
where they remain high, milk quota prices have a very low value: already zero in some Member
States, and decreasing in most of the others, being expected to reach zero in 2015. Milk quotas have
ceased to work as a production limit in most Member States and market orientation is already the
leading principle in a number of them. Under these circumstances, the report concludes that there is
no reason to revisit the Health Check decisions with regard to the gradual increase in quotas and the
end of the quota regime on 1 April 2015".

However, in order to increase awareness and reinforce the responsibility of operators in the dairy
chain to better take into account market signals and adapt supply to demand, transparency should be
enhanced, as recommended by the HLG on Milk.

On 20 November 2008, the EU agriculture ministers reached a political agreement on the Health
Check of the CAP. Conditions were proposed for phasing out the milk quota system by April 2015.
A 'soft landing' was ensured by increasing quotas by one percent every year between 2009/10 and
2013/14. For Italy, the 5 percent increase was introduced immediately in 2009/10. In 2009/10 and
2010/11, farmers who exceed their milk quotas by more than 6 percent will have to pay a levy

50 percent higher than the normal penalty.

The regulation No1234/2007 on the "Single Common Market Organisation (CMO)", provides in its
article 184 that a first report on conditions for phasing out the milk quota system had to be
presented by the Commission before 31 December 2010. A second report is to be presented by

31 December 2012.

During the discussion, some Member States insisted on the need to ensure a soft landing in
all Member States.
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The quality package

The Council was briefed by the Commission on a "quality package" consisting of:

e aproposal for a regulation on agricultural product quality policy (/7672/10); and
e aproposal amending regulation No1234/2007 "Single CMO" (17677/10).

Several delegations welcomed the Commission proposals as important for maintaining the diversity
of agricultural activities in rural areas by reinforcing the recognition of traditional agricultural
products.

The Council took note of the proposals and mandated its preparatory bodies to conduct an in-depth
examination of the proposals.

The Council conclusions of 22-23 June 2009 on agricultural product quality retained the following
strategic orientations:

e improve communication between farmers, buyers and consumers about agricultural product
qualities;

¢ increase the coherence of EU agricultural product quality policy instruments; and

e reduce the complexity of the system to make it easier for farmers, producers and consumers to
use and understand the various schemes and labelling terms.

On this basis, the Commission prepared the "quality package", which consists of a set of proposals
designed to put in place a coherent agricultural product quality policy aimed at assisting farmers to
better communicate the qualities, characteristics and attributes of agricultural products to
consumers.

Agricultural product quality policy forms part of the common agricultural policy (CAP) and is a key
element for objectives defined in the Commission communication on the CAP towards 2020
(16348/10 - see next point) such as the diversity of agricultural activities.
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The proposals provides for clarification and simplification of the current procedures for the quality
schemes already in place. In addition, the Commission proposes a reinforcement of the traditional
specialities guaranteed scheme which, together with protected designations of origin and protected
geographical indications, constitute the main elements of agricultural product quality policy in the
EU

In addition, through the amendment of regulation No 1234/2007, the Commission proposes a
simplification of marketing standards and further development of optional quality schemes.

The Commission adopted a Green Paper on Agricultural Product Quality in October 2008 and
launched a vast public consultation. The Agriculture and Fisheries Council of December 2008 took
note of preliminary views from delegations on the agricultural product quality. As a follow-up, the
Czech Presidency hosted a conference on agricultural product quality in Prague on 12-13 March
2009. The outcome of public consultation, as well as the results of the conference, provided the
basis for the Commission communication which was adopted on 28 May 2009. In response to this
communication, the Czech Presidency organised a debate and Council conclusions were adopted at
the Agriculture and Fisheries Council on 22-23 June 2009 (10722/09) inviting the Commission to
prepare the ground for possible legislative initiatives.
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The CAP towards 2020

The Council held a policy debate on the Commission communication 7he CAP towards 2020:
Meeting the food, natural resources and territorial challenges of the future (16348/10).

The debate, structured around a Presidency questionnaire (/7459/10), focused on viable food
production, which is the first of the three main objectives for the future CAP identified in the
Commission communication.

For many delegations, in order to ensure viable food production, the CAP will still need to provide
some level of farm income support as well as a safety net of market measures to help farmers cope
with crisis situations. Cap payments should also be seen as compensation for the higher standards
which EU farmers have to fulfil compared to those applied in third countries. At the same time, the
CAP needs to improve competitiveness of the agricultural sector, in particular by promoting
innovation, research and training. The value share of the farm sector in the food chain will also need
to be improved. Finally, delegations considered compensation for production difficulties in areas
with natural constraints necessary to maintain farming activity throughout the EU and to preserve
the diversity of agricultural landscapes.

The incoming Hungarian presidency will organise two more policy debates on this communication
in January and February 2011. These debates will focus on the two other main objectives for the
future CAP identified by the Commission in its communication, namely:

¢ sustainable management of natural resources and climate action;
e balanced territorial development.

The incoming Hungarian presidency will use the output of these discussions to prepare Council
conclusions supported by all delegations for adoption in March 2011.

In order to enrich the debate, the Presidency also held a lunchtime discussion on the concept of
"active farmer" used in the Commission communication.

During the initial exchange of views on the Commission communication at the last Agriculture
Council, most Member States generally welcomed the document and noted that it provided a good
basis for discussion.
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The Council has discussed different aspects of the reform over five successive Presidencies the
European Parliament (EP) has adopted an own-initiative report on the post-2013 CAP, and its link
with the Europe 2020 Strategy. In July, the conference on the public debate concluded that a
majority of views expressed concurred that the future CAP should remain a strong common policy
structured around its two pillars. In addition, the informal meeting of the Agriculture ministers in La
Hulpe on 21 September 2010 confirmed the desirability of a two-pillar structure for the CAP, with
sufficient flexibility in both pillars. Discussions had also shown that the reform should include in
particular a better balance between income support and the rewarding of public goods provision,
and should take better account of the diversity of European agricultures (/5339/10)

The Commission communication outlines options and launches the debate with the Council, the
Parliament and stakeholders. On the basis of the outcome of the institutional debate, the
Commission is expected to present its legislative proposals on the CAP towards 2020 in July 2011.
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ANY OTHER BUSINESS

Pig meat sector

The Council was briefed by the Belgian delegation on the main conclusions of the reflection day on
“The pig meat sector towards 2020”’; held on 3 December 2010 in Brussels. Experts of the pig meat
sector from Member States explored good practices in this area with a view to extending these at
EU level with a long-term perspective. In the framework of the current discussion on the future of
the CAP, this reflection day brought to light the opportunities and dangers facing the pig meat
sector. For many delegations, the creation of a permanent follow-up group on this sector could be

a first step. As the future Hungarian presidency considers the pig sector as one of its priorities, this
issue could be discussed within the SCA (17727/10).
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OTHER ITEMS APPROVED

AGRICULTURE

Labelling of wines

The Council decided not to oppose the adoption of a Commission regulation amending Commission
directive 2007/68 as regards labelling requirements for wines (/4664/10).

The Commission regulation is subject to the so-called regulatory procedure with scrutiny. This
means that now that the Council has given its consent, the Commission may adopt them, unless the
European Parliament objects.

FISHERIES

Partnership agreement - EU and Micronesia

The Council adopted a decision on the signing, on behalf of the European Union, and on the
provisional application of the protocol to the partnership agreement between the European
Community and the Federated States of Micronesia on fishing in the Federated States of Micronesia
(15852/10).

The partnership agreement in the fisheries sector between the European Community and the
Federated States of Micronesia was concluded in 2006. The protocol setting out the fishing
opportunities and financial contribution provided for in the partnership agreement expired

on 25 February 2010. In order to guarantee a rapid resumption of fishing activities by EU vessels
the Protocol should be applied rapidly.

Partnership agreement between EU and Micronesia - Allocation of fishing opportunities

The Council adopted a regulation concerning the allocation of the fishing opportunities under the
protocol to the Partnership Agreement between the European Community and the Federated States
of Micronesia on fishing in the Federated States of Micronesia (15854/10).

Following the signing of the provisional application of the protocol setting out the fishing
opportunities and financial contribution provided for in the partnership agreement in the fisheries
sector between the European Community and the Federated States of Micronesia, this decision
provides the allocation of fishing opportunities between Member States.
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Fishing opportunities 2011-2012 - Deep sea stocks

The Council adopted a regulation fixing for 2011 and 2012 the fishing opportunities for EU vessels
for fish stocks of certain deep-sea fish species. On 29 November 2010, ministers had reached a
unanimous political agreement together with the Commission on this item (/6039/10).

This regulation establishes the 2011 and 2012 Total Allowable Catch (TACs) and quotas for certain
stocks of deep water fish such as certain deep sea sharks, black scabbardfish (4phanopus carbo),
roundnose grenadier (Coryphaenoides rupestris), alfonsinos (Beryx spp.) and forkbeards (Phycis
blennoides). These fisheries will be open on 1 January 2011.

Deep-sea stocks are fish stocks caught in waters beyond the main fishing grounds on continental
shelves. These species are slow-growing and long-lived, which makes them particularly vulnerable
to fishing activity. Scientific knowledge of the longevity and growth of these species, although still
not enabling a full assessment of stock status to be carried out, is slowly improving, making it
possible to better target the measures proposed. In this respect, the Commission and the Council
have agreed to improve the delivery of data necessary for scientific bodies to advance in the stock
assessment of deep-sea species. In this connection, the Commission will launch studies in 2011 to
develop more environmentally-friendly and more selective gear.

GENERAL AFFAIRS

Remuneration and pensions

The Council adopted a regulation adjusting the remuneration and pensions of officials and other
servants of the EU with effect from 1 July 2009 (17355/10).

TRADE POLICY

Anti-dumping and anti-subsidies measures - Glyphosate - Graphite electrode systems
The Council adopted regulations:

— terminating the anti-dumping proceedings on imports of glyphosate from China

(16718/10); and

— imposing a definitive anti-dumping duty (16414/10) and a definitive countervailing duty
(16408/10) on imports of certain graphite electrode systems from India, following expiry
reviews pursuant to regulations 1225/2009 and 597/2009 respectively.
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Transparency mechanism - World Trade Organization

The Council adopted a decision establishing the European Union position in the World Trade
Organisation's (WTQO) General Council regarding a decision on a transparency mechanism for
preferential trade arrangements (PTAs) (16118/10).

The transparency mechanism deals exclusively with procedural matters on how PTAs are notified
and factually presented and considered in the WTO and would allow a better follow-up of their
impact on the multilateral trading system.

TRANSPORT

Air services agreement with Cape Verde

The Council authorised the signing of an air services agreement between the EU and the Republic
of Cape Verde (16458/10 + 16459/10).

The agreement replaces the existing bilateral agreements between individual Member States and
that country, bringing their provisions in line with EU law, in particular as regards non-
discriminatory access for all EU air carriers to routes between the European Union and Cape Verde,
aviation fuel taxation and competition rules.
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