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Possible scenarios
1. A negotiated membership of the EMU without membership of the EU with adoption of the euro by Iceland. This possibility would imply a conclusion of an agreement between the EMU Member States and Iceland, allowing Iceland access to the EMU, without going through membership of the EU first. 

2. A negotiated special solution through a monetary agreement.
3. An adoption of the euro as the Icelandic currency through a unilateral decision by the Icelandic government – with or without the support or co-operation of the EU or the ECB.

4. Gradual euro-“creep” – the euro replaces domestic currency due to the volatility of the ISK through increased use by business and public of the euro.

Focus

Options 1 and 2 – legal possibilities

Some comments relevant to option 3

Conclusions
Option 1 is excluded. 

Option 2 cannot be excluded entirely, but it is very unlikely. 

Common factors to options 1 and 2

Negotiated solution – is the negotation partner willing? According to the messages received so far, that is not the case – Barroso, Stark, etc
Why?

The question of the legal possibilities leads to the issue whether there is a legal basis for the EU to enter into agreements such as envisaged in the two options. 

As to option 1

EC Treaty and Acts taken under the EC Treaty – well established path to the euro – membership and convergence criteria

As to option 2

Article 111 EC: 

‘(1) By way of derogation from Article 300, the Council may, acting unanimously on a recommendation from the ECB or from the Commission, and after consulting the ECT in an endeavour to reach a consensus consistent with the objective of price stability, after consulting the European Parliament, in accordance with the procedure in paragraph 3 for determining the arrangements, conclude formal agreements on an exchange-rate system for the ECU [the euro] in relation to non-Community currencies. The Council may, acting by a qualified majority on a recommendation from the ECB or from the Commission, and after consulting the ECB in an endeavour to reach a consensus consistent with the objective of price stability, adopt, adjust or abandon the central rates of the ECU within the exchange-rate system. The President of the Council shall inform the European Parliament of the adoption, adjustment or abandonment of the ECU central rates. 

(2) In the absence of an exchange-rate system in relation to one or more non-Community currencies as referred to in paragraph 1…..

(3) By way of derogation from Article 300, where agreements concerning monetary or foreign exchange regime matters need to be negotiated by the Community with one or more States or international organisations, the Council, acting by a qualified majority on a recommendation from the Commission and after consulting the ECB, shall decide the arrangements for the negotiations and for the conclusion of such agreements. These arrangements shall ensure that the Community expresses a single position. The Commission shall be fully associated with the negotiations’.
Article 300 is the general provision on the EC’s possibilities for concluding international agreements. 
Agreements made with Monaco, San Marino and the Vatican under Article 111(3) 

Opened negotiations with Andorra

Common features: 

Use of euro allowed

Legacy currencies  

No role in the development of monetary policy and coordination of economic policy
Agreements that go further than that, are they covered by Article 111?
The relation between paragraph 1 and paragraph 3 of Article 111 
The euro – a currency for adoption, according to the path set out in the Treaty
Sacrifices by Member States participating in the euro
Is Article 111 exclusive, Article 300 not coming into play? 

Other elements
International Public Law

EEA Article 46
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