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Subject :

Proposal for a Council Regulation layilogvn general provisions on the
European Regional Development Fund, the EuropeaialSeund and the
Cohesion Fund.

- Presidency compromise

Delegationswill find attached a presidency compromise t@xt the proposal for a Council

Regulation laying down general provisions on theojpgan Regional Development Fund, the

European Social Fund and the Cohesion Fund asul of the Structural Actions Working Party

meetings on 25

October and 10 November 2005 ancbti@usions of the European Council of

15 and 16 December 2005.

! Please note that this text could be subjectrihédn technical adjustments.
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MT entered a parliamentary scrutiny reservation.

The recitals are not the subject of this text ailbbe dealt with at a later stage.
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ANNEX

TITLE |

Objectives and general rules on assistance

CHAPTER |
SCOPE AND DEFINITIONS

Article 1

Subject matter

This Regulation lays down the general rules goveytihe European Regional Development Fund
(ERDF), the European Social Fund (ESF) (for thepsies of this Regulation hereinafter: the
“Structural Funds”) and the Cohesion Fund, withangjudice of the specific provisions laid down
in the Regulations on the ERDF, ESF and the Cohdsimd.

This Regulation defines the objectives to which$reictural Funds and the Cohesion Fuiod (
the purposes of this Regulation hereinafter: thent#s”) are to contribute, the criteria for Member
States and regions to be eligible under those Fuhedinancial resources available and the cateri

for their allocation.

DK reminded its reservation concerning the eligibieemditure.
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This Regulation defines the context for cohesiolicgpincluding the method for fixing the
Community Strategic Guidelines on cohesion, theonat strategic reference framework and the

process for examination at Community level.

To this end, the Regulation lays down the pring@ad rules on partnership, programming,
evaluation, management, including financial managdmmonitoring and control on the basis of

responsibilities shared between the Member Stagshee Commission.

Article 2

Definitions?!

For the purposes of this Regulation, the followieigns shall have the meanings assigned to them

here:

1. ‘operational programme’: document submitted by the Member State and addpt¢he
Commissiorf...] setting out a development strategy using a cohsegrof priorities, to
achieve with the aid from a Fund, or, in the cash® “Convergence” objective, the
Cohesion Fund and the ERDF, will be sought;

2. ‘priority axis’ : one of the priorities of the strategy in an ofieral programme comprising a

group of operations which are related and haveifspereasurable goals;

! CZ, DE, AT, Fl and SKuggested including a table of contents. Ck€aiNfirmed their
willingness to prepare such a table of contents.
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3. ‘operation’: a project or group of projects selected by theagang authority of the
operational programme concerned or under its respitity according to criteria laid down
by the monitoring committee and implemented by @nmore beneficiaries allowing

achievement of the goals of the priomtyis to which it relates;

4.  ‘beneficiary’: an operator, body or firm, whether public oryatie, responsible for initiating
or initiating and implementing operations. In the context of aidesnbs under Article 87 of
the Treaty, beneficiaries are public or privatenBrcarrying out an individuglroject and

receiving public ai

5. ‘public expenditure’: any public contribution to the financing of opgwas whose origin is
the budget of the State, of regional and local @ities, of the European Communities related
to the Structural Funds and the Cohesion Fund apdianilar expenditure. Any contribution
to the financing of operations whose origin is Itiielget of public law bodies or associations
of one or more regional or local authorities or lfulaw bodied acting in accordance with
3Directive 2004/18/EC of the European Parliamentairitie Council of 31 March 2004 on
the coordination of procedures for the award oflisulorks contracts, public supply

contracts and public service contr&athkall be regarded asmilar expenditure®;

6. ‘intermediate body’: any body or public or private service which aatsler the
responsibility of a managing certifying authority or which carries out duties on behalf of

such an authority vis-a-vis beneficiaries implerirenbperation%

ESsuggested deleting the 2nd sentence linked talarfi7(3) and, supported by EL, IT, MT
and PTsuggested reverting to the definition of beneficia Article 9(l) of Regulation
1260/99. FRentered a reservation on this definition linked\ttcle 77. LV requested a
mention to financial engineering actions.

NL entered a reservation linked to the notion of gullw bodies.

DK, supported by HU and SHuggested addingtfticle 1, paragraph 9, a) and b)FR and
LV expressed interest on the proposal.

OJ L 134, 30.04.2004, p. 114.

FRentered a reservation on this definition.

EE suggested deleting " implementing operations”.
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7. ‘irregularity’ % any infringement of a provision of Community la@sulting from an act or
omission by an economic operator which has, or dibalve, the effect of prejudicing the
general budget of the European Union by chargingrgunstified item of expenditure to the
general budgét

CHAPTER II

OBJECTIVES AND MISSIONS
Article 3

Objectives

1.  The action taken by the Community under Artich® of the Treaty shall be designed to
strengthen the economic and social cohesion aéttlged Community in order to promote
the harmonious, balanced and sustainable develdpshére Community. This action shall
be taken with the aid of the Funds, the Europeaesiment Bank (EIB) and other existing
financial instruments. It shall be aimed at redgdime economic, social and territorial
*disparities which have arisen particularly in coigst and regions whose development is
lagging behind, to the speeding-up of economicsawikl restructuring, and to the ageing of

the population.

! This is the definition in the revised Commissi®egulation No 1681/94. If this definition
changes then this subparagraph will be aligned wvith

ES and ITentered a scrutiny reservation. ®8ndered if a Commission Regulation should
prevail over a Council Regulation.

AT suggested adding “ecological”’. Bdaggested deleting “territorial”.
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The action taken under the Funds shall incorpoeateational and regional level, the
Community’s priorities in favour of sustainable é®pment by strengthening growth,
competitiveness and employment, social inclusias well as protecting and improving the

quality of the environmeht

2.  Tothat end, the ERDF, the ESF, the Cohesionl Rine European Investment Bank (EIB)
and the other existing Community financial instrumseshall each contribute in an

appropriate way towards achieving the followingethobjectives:

a) the “Convergence” objective shall be aimed atdjng up the convergence of the least-
developed Member States and regions by improvinglitions for growth and
employmentthrough increasing and improving the quality ofésiment in physical
and human capital, the development of innovatiahafrthe knowledge society, the
adaptability to economic and social changes, theeption and improvement of the
environment as well as administrative efficienclgisTobjective shall constitute the

priority of the Funds.

! SKsuggested addinghd in favour of struggle against social excluside¢reasing birth-
rate and a growing number of elderly population

2 IT suggested replacing "protection and quality ofeheironment” by preservation,
protection and improvement of the quality of theimment, also by means of an integrated
approach in sectoral policiés

3 DE indicated that this paragraph should rather facuthe aims than in the instruments,
therefore it suggested deleting from "through'he €nd of that sentence. See also footnote
on b) and c).
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b)

the “Regional competitiveness and employmenjéctive shall, outside the least-
developed regions, be aimed at strengthening regemmpetitiveness and
attractivenessas well as employmefiby anticipating economic and social chariges
including those linked to the opening of tradeotlgh increasing and improving the
quality of investment in human capital, innovatamd the promotion of the knowledge
society, entrepreneurship, the protection and ivgreent of the environment, and the
improvement of accessibility, the adaptability adrkers and businesses as well as the

development of inclusive job markets.

the “European territorial cooperation” objectsfeall be aimed at strengthening cross-
border cooperatidtthrough joint local and regiorfdhitiatives, strengthening
transnational co-operation by means of actions goind to integrated territorial
development linked to the Community priorities, at@ngthening interregional

cooperation and exchange of experience at the ppate territorial level.

DE suggested deleting "and attractiveness".

DE suggested deleting the rest of the paragraph foynanticipating".

UK questioned the emphasis on "anticipating socidleemonomic change". Given the
difficulty of anticipating change, it suggestedtttiee Regulation should instead emphasise
the need togromote openness and flexibility to respond to gean

4 DE suggested deleting from "through" to the end af #entence.

> ESentered a scrutiny reservation on the term "regjion
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3.

Under the three objectives, assistance fronfrtimels shall, according to their nature, take into
account on the one hand specific economic andIdeeatures, and on the other hand specific
territorial features. The assistance shall, in@repriate manner, support sustainable urban
development particularly as part of regional depeient and the renewal of rural areas and
of areas dependent on fisheries through economérsification. The assistance shall also
support areas affected by geographical or natamadlicaps which aggravate the problems of
development, particularly in the outermost regi@ssreferred to in Article 299 (2) of the
Treaty as well as the northern areas with very low pdjiadensity, certain islands and

island Member States, and mountain afeas.

Article 4

Instruments and missions

The Funds shall contribute, each in accordanttetthie specific provisions governing it,

towards achieving the three objectives as follows:

a) the “Convergence” objective: the ERDF, the EB the Cohesion Fund;

b) the “Regional competitiveness and employmenjéciive: the ERDF and the ESF;

c) the “European territorial cooperation” objectitlee ERDF.

IT entered a reservation on the reference to Arfigie

DE suggested deleting this paragraph.
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The Cohesion Fund shall also intervene in thosemegot eligible for support from the
"Convergence" objective under the criteria setiorticle 5 (1) which belong to a Member
State which remain eligible for support from theh€sion Fund under the criteria set out in

Article 5 (3).

2. The Funds shall contribute towards financindgutécal assistance on the initiative of the

Member States and the Commisgion

CHAPTER Il

GEOGRAPHICAL ELIGIBILITY
Article 5

Convergence

1. The regions eligible for funding from the Stwet Funds under the “Convergence”
objective shall be regions corresponding to levebflthe Nomenclature of Territorial
Statistical Units (hereinafter “NUTS level 1I”) viiin the meaning of Regulation (EC) No
1059/2003 of the European Parliament and of then€Cbwf 26 May 2003 whose per
capita Gross Domestic Product (GDP), measured irchpsing power parities and
calculated on the basis of Community figures fer period 2000-2002, is less than 75% of
the average GDP of EU 25.

! DE suggested deleting "and the Commission”.

15931/05 RB/AB/mem 10
ANNEX DG G | EN



The Member States eligible for funding from ®ehesion Fund shall be those whose per
capita Gross National Income (GNI), measured irtipasing power parities and calculated
on the basis of Community figures for the period2@003, is less than 90% of the
average GNI of EU 25 and which have a programme nimeting the economic
convergence conditions referred to in Article 104he Treaty.

Immediately following the entry into force ofishRegulation, the Commission shall adopt
the list of regions fulfilling the criteria undeamagraph 1 and of Member States fulfilling
the criteria under paragraph 2 of this Article. st shall be valid from 1 January 2007 to
31 December 2013.

The eligibility of Member States to the Cohesiomé&shall be reviewed in 2010 on the
basis of Community figures of GNI relating to the E5.
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Avrticle 6

Regional competitiveness and employment

The regions eligible for funding from the Struciufands under the “Regional competitiveness and
employment” objective shall be those not coverediicle 5(1) and 7bis (1) and (2).

When presenting the national strategic refereramadmvork referred to in Article 25, each Member
State concerned shall indicate the NUTS | or NUM®dions for which it will present a
programme for financing by the ERDF.

Article 7

European Territorial Cooperation

1. For the purpose of cross-border cooperatioril Bbaligible for financing the NUTS level
[l regions of the Community along the internal arettain external land borders and all
NUTS level Ill regions of the Community along theamtime borders separated, as a
general rule, by a maximum of 150 kilometres, tgkimto account potential adjustments

needed to ensure the coherence and continuityeafdbperation action.

Immediately following the entry into force of thigegulation, the Commission shall adopt,
in accordance with the procedure referred to inchet104(2), the list of the eligible
regions. This list shall be valid from 1 Januar@2@ 31 December 2013.
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2. For the purpose of transnational cooperatior, @mmmission in accordance with the
procedure referred to in Article 104(2), shall adtpe list of the eligible transnational
areas. This list shall be valid from 1 January 2031 December 2013.

3. For the purpose of interregional cooperationppevation networks and exchange of

experience, the entire territory of the Communitgkbe eligible.

Article 7bis

Transitional support

1. The NUTS level Il regions which would have besigible for Convergence objective
status under Article 5(1) had the eligibility thnegd remained at 75% of average GDP of
EU 15, but which lose eligibility because their noat per capita GDP level will exceed
75% of average GDP of EU 25, measured and calcuéateording to Article 5(1), shall be
eligible, on a transitional and specific basis,ffoancing by the Structural Funds under the

Convergence objective.

2. The NUTS level Il regions totally covered by edijve 1 in 2006 under Article 3 of
Regulation (EC) No 1260/1999 whose nominal per tea@DP level, measured and
calculated according to Article 5(1), will exceef% of average GDP of EU 15 shall be
eligible, on a transitional and specific basis,ffoancing by the Structural Funds under the

Regional competitiveness and employment objective.

Recognising that on the basis of revised figuresttie period 1997-1999 Cyprus should
have been eligible for Objective 1 in 2004-2006p@g shall benefit in 2007-2013 from
the transitional financing applicable to the regioreferred to in the previous sub-

paragraph.
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The Member States eligible for funding from @ehesion Fund in 2006 and which would
have continued to be so had the eligibility thrédlremained at 90% of average GNI of
EU 15, but which lose eligibility because their rioat per capita GNI will exceed 90% of
average GNI of EU 25 average measured and caldudateording to Article 5(2), shall be
eligible, on a transitional and specific basis, fioancing by the Cohesion Fund under the

Convergence objective.

Immediately following the entry into force ofishRegulation, the Commission shall adopt
the list of regions fulfilling the criteria undeagagraphs 1 and 2 and of Member States
fulfilling the criteria under paragraph 3 of thigt&le. This list shall be valid from 1
January 2007 to 31 December 2013.
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CHAPTER IV

PRINCIPLES OF ASSISTANCE

Article 8

Complementarity, consistency, coordination and comance

1. The Funds shall provide assistance which comghésmationahctions, including the

regional and locabnes integrating into them the priorities of the Comnity.

2. The Commission and the Member States shall erthat assistandeom the Funds is
consistent with the activities, policies and pties of the Community This consistency shall
be indicated in particular in Community Strategugid&lines on cohesion, in the national

strategic reference framework and in the operakipragrammes.

2 bis. The assistance co-financed by the Fund$ sbahbrgeted on the EU priorities of promoting
competitiveness and creating jobs, including meetihe objectives of the Integrated
Guidelines for Growth and Jobs 2005-28080 this end, in accordance with their respectiv
responsibilities, the Commission and the MembeteStahall ensurihat 60 % of expenditure
for the "Convergence" objective and 75 % of expteme for the "Competitiveness and
regional” objective are set for the above-mentiopearities. These targets shall be applied as
an average of all operational programmes over tiigeeprogramming period. It must be

ensure that specific national circumstances #&entanto account.

DE, EL, NL and ATsuggested addings laid down in Community legislatibn
2 Guidelines adopted by the Council on 12 July 2@5L n° 205 of 6;0802005, p. 21-37.
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This provision shall be optional for Member Stétest acceded to the EU in or after 2004.

The Commission will adopt detailed rules of implenation in accordance with the
procedure referred to in Article 104 (3), in pautar the arrangements providing for the full
involvement of member States with a view to engutimat specific national circumstances

are taken into account.

3. Inaccordance with their respective respohtds, the Commission and the Member States
shall ensure the coordination between the assist@aom the different Funds, the EAFRD,

the EFF, and the interventions of the EIB and beoexisting financial instruments.

4.  Operations financed by the Funds shall comptig e provisions of the Treaty and of acts
adopted under it.

Article 9

Programming

The objectives of the Funds are pursued in thedveonk of a multiannual programming system
organised in several stages comprising the ideatibn of the priorities, the financing, and a

system of management and control.
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Article 10

Partnership

1. The objectives of the funds are pursued in tiaéwork of close co-operation, hereinafter
partnership, between the Commission and the MeiBtat¢e. The Member State shall
organise, where appropriate and in accordanceaowittent national rules and practices, a

partnership with the authorities and bodies sith a

a) the competent regional, local, urban and othblip authorities;
b) the economic and sodialartners;

c) any other appropriate bodly.

Each Member State shall designate the most refiegsenpartners at national, regional and
local level and in the economic, social, environtaBror other spheres, hereinafter
“partners”, in accordance with national rules anaktices, taking account of the need to
promote equality between men and women and subtaidavelopment through the

integration of environmental protection and impnmeéat requirements.

CION suggested reverting back to its original propasal, ‘namely instead of "such as".
2 NL and UKsuggested addin@iid environmental BE, DE, ES, FR, IT, LU and PT
considered that environmental partners were alreadgred by other provisions of this
Article (point c) or second subparagraph).
BE, EL and CIONsuggested reverting to the original text, so agliapresenting civil
society, environmental partners, non-governmentgoisations, and bodies responsible for
promoting equality between men and woimen
DE, DK and ESuggested deleting "environmental"”.
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2.  The partnership shall be conducted in full coare with the respective institutional, legal

and financial powers of each partner category &inatkin paragraph 1.

The partnership shall cover the preparation, imglatation, monitoring and evaluation of
the operational programmes. Member States shallvaywhere appropriate, each of the
relevant partners, and particularly the regtpirsthe different stages of programming within

the time limit set for each stage.

3. Each year the Commission shall consult the asgéinns representing the economic and

social partners at European level on assistanoe thhe Funds.

Article 11

Territorial level of implementation?

Implementation of operational programmes referceuh tArticle 31 shall be the responsibility of
Member States at the appropriate territorial lemegccordance with the institutional system

specific to each Member State. That responsitsliigil be exercised in accordance with this

Regulation.

NL suggested either deleting “and particularly trggaes” or adding and urban areds
DE and CIONsuggested replacing “level of territorial intertien” by “level of
implementation of operational programmeSL suggested replacing “level of territorial
intervention” by ‘subsidiarity.
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Article 11big

Proportional intervention

1. The financial and administrative resources eyga by the Commission and the Member

States in the implementation of the Funds in retato:
a) the selection of indicators foreseen to in AetR6(1)(c)
b) evaluation as referred to in Articles 45 to 46

c) the general principles of management and coeytstems as referred to in Article 57 e)
and f).

d) reporting as referred to in Article 66,

shall be proportional to the total amount of exgiene allocated to an operational

programme.

2. In addition, specific provisions relating to postionality in relation to controls are set out in

Article 73 of this Regulation.

! HU expressed its serious concerns as to the enlargehine scope of proportionality to
areas where there are financial sanctions.
Slsuggested addingpfogramming.
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Article 12

Shared management

1. The Community budget allocated to the Fundd slealmplemented within the framework of
shared management between the Member States aGaditimission, in accordance with
Article 53, paragraph 1, point b) of Regulation (EEDratom) No 1605/2002f the Council,

with the exception of the technical assistancerredeto in Article 43,

The principle of sound financial management shalipplied in accordance with

Article 48(2) of the above-mentioned Regulation.

2.  The Commission exercises its responsibilityiigolementing the general budget of the

European Union in the following wais

a) the Commission shall check the existence angeprimnctioning of management and
control systems in the Member States in accordasitethe procedures described in
Article 69 and 76

b) the Commission shall interrdpir suspend all or part of payments in accordarite w
Articles 8¢, and 91 if the national management and contistesys fail, and shall
apply any other financial correction required, ac@dance with the procedures
described in Articles 101 and 102;

OJ L 248, 16.9.2002, p.1.

DE is opposed to the technical assistance at thatiaé of the Commission.

UK entered a reservation on the whole paragraphiPthi@tprovisions on management and
control have been agreed upon.

4 EL suggested adding a reference to Article 61 inghragraph.

> PTsuggested deleting “interrupt” as a consequends pbsition on Article 89.
PTsuggested deleting the reference to Article 88 esnsequence of its position on this
Article.
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c) the Commission shall check reimbursement of gantron account and automatically

de-commit budget commitments in accordance wittptieeedures laid down in

Articles 81(2), and 92 to 96.

Article 13
Additionality

1.  Contributions from the Structutafunds shall not replace public or equivalent stmadt

expenditure by a Member Stéte.

2.  For regions covered by the “Convergence” objectihe Commission and the Member State

shall determine the level of public or equivalanistural expenditure which the Member

State shall maintain in all the regions concernathd the programming period.

3

DE and ITsuggested deleting “Structural”.

IT, supported by CIONsuggested addin@$ defined in a methodological paper proposed by
the Commission — within two months from the emtiy force of the present Regulation — in
accordance with the procedure laid down in artit@®4(3). In the same document shall also
be defined the technical aspects of the verificatiof principles'.

3 IT suggested introducing a subparagraph, which waad as follows The level of
expenditure and its definition by Member Statespels the list of public units whose
structural expenditure is taken into account, thgegories of the capital transactions
involved and the cash or accrual basis of accountor evaluating financial flows, taken into
account Council Regulation (EC) No 2223/96 areudeld in the decision of the Commission
on the operational section of the national strategiference framework referred to in

Article 25.".
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3. Asageneral rule, the level of the expenditaferred to in paragraph 2 shall be at least equal
to the amount of average annual expenditure inteeads attained during the previous

programming period.

Furthermore, the level of expenditure shall be mieitged with reference to the general
macroeconomic conditions in which the financingasried out and taking into account
certain specific or exceptional economic situatj@ush as privatisations as well as an
exceptional level of public or equivalent structwegpenditure by the Member State during
the previous programming period.

1

4.  The Commission shall, in cooperation with eadnier State, verify additionality mid-term
in 2011 for the “Convergence” objecti¥eAs part of this mid-term verification, the
Commission, in consultation with the Member Statay decide to modify the required level
of structural expenditure if the economic situatiothe Member State concerned has
significantly changed from the one existing atni@ment of the determination of the level of
public or equivalent structural expenditure refdr@ in paragraph 2. The decision of the

Commission referred to in Article 26(3) is modifiedreflect this adjustment.

SI, supported by CZ, HU, SK and R0ggested adding a new subparagraph which would
read as follows:Ih exceptional cases, Member States may decreasesthuctural

expenditure in the additionality table, proportidria the reduction of the general government
expenditure in GDP as determined in the Stabilitg £&onvergence programmeés.

CZ and HUrequested that the verification of additionalitypshd be equally applied within all
objectives.
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The Commission shall, in cooperation with each Mentktate, verify additionalitgx-post

on 31 December 2016 for the “Convergence” objective

The Member State transmits to the Commission tfogrnmation needed to allow the
verification of the respect of public or equivaleiuctural expenditure determineg-ante

Where necessary, methods of statistical estimationld be used.

1

! IT and SEopposed to the deletion of this paragraph.

2 IT suggested adding he Commission shall publish the results by Merfiveie of
verification of additionality ex-ante, mid-term aag-post, in 2008, 2011 and 2016
respectively:
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Article 14'

Equality between men and women and non discriminabin

The Member States and the Commission shall ensateguality between men and women and the
integration of gender perspecthie promoted during the various stages of implementing the

Funds.

The Member States and the Commission shall takeopppte steps to prevent any discrimination
on the basis of gender, race or ethnic ofigieligion or belief, disability, age or sexualentation

during the various stages of implementing the Fuamds in particular, access to them.

IE suggested that this Article was superfluous asetiposiciples were horizontal to the whole
legislation. If the Article were to stay, it sugtgs enlarging the scope of the title and of the
first paragraph to equality in general and not drdfwween women and men. It suggested also
splitting this provision into two Articles: one @uguality and the other on discrimination.

AT and UKsuggested addin@$ well as non-discriminatidrand deleting paragraph 2 of the
Article.

IT suggested addingfd implementéd

Slsuggested that non-discrimination provisions sthaldo refer to national minorities.

DE, FR, CY, LT, LU, NL, PT, FIl and S&uggested deleting the second paragraph as it
preferred that the provision concentrated on geadeality.

LV, LT, AT and UKsuggested adding a new Article introducing sinplavision on the
respect of environmental aspects.
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CHAPTER V

FINANCIAL FRAMEWORK

Article 15

Global resources

1. The resources available for commitment fromRheds for the period 2007 to 2013 shall
be EUR 307,619 million at 2004 prices in accordamitk the annual breakdown shown in
the Annex 1.
For the purpose of their programming and subseduoehision in the general budget of
the European Union, these amounts referred toeititst subparagraph shall be indexed at
to 2 % per year.
The breakdown of budgetary resources between tieetokes defined in Article 3(2) shall
be such to achieve a significant concentratiorherrégions of the “Convergence”
objective.

2. The Commission shall make indicative annual kateans by Member States in
accordance with the criteria and methodology erstaéd by the European Council on
15-16 December 2005 without prejudice to the miovis referred to in Articles 20 and
21.
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Article 16
Resources for the “Convergence” objective

Overall resources for the “Convergence” objectikiallsamount to 81.7% of the resources referred
to in the first paragraph of Article 15 (i.e. aabof EUR 251,330 million) and shall be distributed

between the different components as follows:

a) 70.54% (i.e. a total of EUR 177,291 million) fitre financing referred to in Article 5(1),
using eligible population, regional prosperity, ioatl prosperity and unemployment rate as

the criteria for calculating the indicative breatas by Member State;

b) 4,98% (i.e. a total of EUR 12,521 million) fdrettransitional and specific support referred to
in Article 7bis (1), using eligible population, iegal prosperity, national prosperity and
unemployment rate as criteria for calculating thaicative breakdowns by Member State;

c) 23.18% (i.e. a total of EUR 58,268 million) filwe financing referred to in Article 5(2), using
population, national prosperity, and surface areacriteria for calculating the indicative

breakdowns by Member State.

d 1.29% (i.e. a total of EUR 3,250 million) forettransitional and specific support referred to
in Article 7bis (3).
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Article 17

Resources for the “Regional competitiveness and edgyment” objective

Overall resources for the “Regional competitivereass employment” objective shall amount to

15.8% o

f the resources referred to in the firsageaph of Article 15 (i.e. a total of EUR 48,789

million) and shall be distributed between the dd#f# components as follows:

a)

b)

78.71% (i.e. a total of EUR 38,404 million) fike financing as referred to in Article 6,
using eligible population, regional prosperity, ommoyment, employment rate and
population density as the criteria for calculatihg indicative breakdowns by Member

State; and

21.29% (i.e. a total of EUR 10,385 million) ftine transitional and specific support
referred to in Article 7bis (2), using eligible pdation, regional prosperity, national
prosperity and unemployment as the criteria focwdalting the indicative breakdowns by

Member State.

Article 18

Resources for the “European territorial cooperatiori objective

Overall resources for the “European territoGabperation” objective shall amount to
2.44% of the resources referred to under the fiessagraph of Article 15 (i.e. a total of
EUR 7,500 million) and shall be distributed betwé#ea different components as follows:

a) 77.61% (i.e. a total of EUR 5,621 million) fdret financing of cross-border co-
operation as referred to in Article 7(1), using #ligible population as the criteria for

calculating the indicative breakdowns by Membetéta

b) 18.49% (i.e. a total of EUR 1,387 million) fdmet financing of transnational co-
operation as referred to in Article 7(2), using tigible population as criteria for

calculating the indicative breakdowns by Membetéta
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c) 3.89% (i.e. a total of EUR 292 million) for thénancing of inter-regional
cooperation, co-operation networks and exchangexpkrience as referred to in
Article 7(3).

2. The contribution of the ERDF to the cross-borded sea-basin programmes of the
European Neighbourhood and Partnership Instrumansupnt to Regulation (EC) No [...]
and to the cross-border programmes of the Instrunf@n Pre-Accession pursuant to
Regulation (EC) No [...] shall be 12.12% of the antsundicated in paragraph 1 under a)
and b), but excluding the amount referred to incket18bis (7). These Regulations shall

indicate that the contribution of the two instrurtgeis at least equivalent to the one of the

ERDF.
Article 18bis
Additional provisions
1. Notwithstanding Article 22, the Polish NUTS lelleregions of Lubelskie, Podkarpackie,

Warminsko-Mazurskie, Podlaskie aavigtokrzyskie shall benefit from an additional
funding of EUR 107 per capita over the period 2Q0Z3 under the Convergence
objective. Any upward adjustment of the amountscaited to Poland pursuant to Article
22(6) shall be net of this additional funding.

2. Notwithstanding Article 22, the NUTS level Ilgien of Kozép-Magyarorszag shall
receive an additional allocation of EUR 140 milliower the period 2007-2013 under the

transitional support referred to under Article TB)s

3. Notwithstanding Article 22, the NUTS level ligien of Prague shall receive an additional
allocation of EUR 200 million over the period 20R@13 under the Regional
competitiveness and employment objective.
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4. The NUTS level Il region of the Canaries willneéit from an additional allocation of
EUR 100 million over the period 2007-2013 under thensitional support referred to
under Article 7bis(2).

5. The outermost regions identified in Article 280the Treaty shall benefit from additional
funding from the ERDF amounting to EUR 35 per capér year over the period 2007-
2013 to facilitate their integration into the imtat market and to compensate for their

specific constraints.

6. The NUTS level Il regions fulfilling the criterilaid down in Article 2 of Protocol 6 to the
Treaty of Accession of Austria, Finland and Sweddall, in view of their specific
constraints, benefit from additional funding frometERDF amounting to EUR 35 per
capita per year over the period 2007-2013.

7. In recognition of the special effort for the pegorocess in Northern Ireland, a total of
EUR 200 million will be allocated for the PEACE gramme for the period 2007-2013
under the European territorial cooperation objectiVvhe PEACE programme shall be
implemented as a cross-border co-operation progemwithin the meaning of Article
2(c). The eligible area shall be the whole of Nerthireland and the border counties of
Ireland. This programme will be implemented in ftdbpect of additionality of structural

fund interventions.

8. The Swedish regions falling under the Regionampetitiveness and employment
objective shall receive an additional ERDF allamatof EUR 150 million over the period
2007-2013 .

9. The Austrian regions falling under the Regiommampetitiveness and employment
objective situated on the former external borddrshe EU shall receive an additional
ERDF allocation of EUR 150 million over the peri@D07-2013. Bavaria shall be
allocated a similar additional allocation of EURMBlion over the period 2007-2013.
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10.

11.

12.

13.

14.

15.

16.

Spain shall benefit from an additional ERDBedition of EUR 2.0 billion over the period
2007-2013 to enhance research and developmentdbfpathe benefit of enterprises as set
out in Articles 4(1) and 5(1) of Regulation (EC) N?.). This allocation shall be
distributed as follows: [...] % for the regions eb{g under Article 5(1), [...] % for the
regions eligible under Article 7bis (1), [...] % ftime regions eligible under Article 7bis
(2), and [...] % for the regions eligible under AR ®.

Notwithstanding Article 22, Estonia and Latwiejich represent single NUTS Il regions,
shall each receive an additional allocation of EXERper capita over the peri@D07-
2013.

Ceuta and Melilla shall receive an addition@DIE allocation of EUR 50 million over the
period 2007-2013 under the transitional suppos#rretl to under Article 7bis(1).

Italy shall receive an additional allocationEfiIR 1.4 billion over the period 2007-2013
distributed as follows: EUR 828 million for the regs eligible under Article 5(1), EUR
111 million for the region eligible under Articlébig (1), EUR 251 million for the region
eligible under Article 7bis (2), and EUR 210 mitiidor the regions eligible under Article
6.

In recognition of their particular circumstascéhe NUTS level Il regions of Corsica and
of Nord Pas-de-Calais (Hainaut) shall receive atitewhal allocation of EUR 30 million
and EUR 70 million respectively over the period 2213 under the Regional

competitiveness and employment objective.

An additional allocation of EUR 225 million avéhe period 2007-2013 shall be allocated
to the Eastern Lander of Germany which are eligfbtesupport under the Convergence
objective, of which 26.0% shall be allocated toioag eligible for support under Article
7bis (1).

The amounts referred to in the previous papgraof this Article are included in the
amounts referred to in Articles 15 to 18.
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Article 19

Non transferability of resources

The total appropriations allocated by Member Staigger each of the objectives of the Funds and

their components shall not be transferable betwieem.

By way of derogation, the financial allocation bgMber State under the “European territorial
cooperation” objective may be subject to flexiiltf 10% of the amounts allocated between the

cross-border component and the transnational coergon
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Article 20
Resources for the performance and quality reserve

3,0% of the resources referred to in Article 16§Lihparagraphs a) and b) and Article 17 shall be

allocated in accordance with Article 48.

Article 21
Resources for technical assistance

0,25% of the resources referred to in Article 15¢hpall be devoted to technical assistance for the

Commission as defined in Article 43.

Article 22

Maximum level of transfers

1. The Commission ensures that total annual allmastfrom the Funds for any Member

State pursuant to this Regulation shall not exceed:

- 3.7893% of the GDP of Member States whose avez80&-2003 per capita GNI is
under 40% of the EU 25 average

- 3.7135% of the GDP of Member States whose avez80&-2003 per capita GNI is
equal or above 40% and below 50% of the EU 25 geera

- 3.6188% of the GDP of Member States whose avez280&-2003 per capita GNI is
equal or above 50% and below 55% of the EU 25 geera

- 3.5240% of the GDP of Member States whose avez80&-2003 per capita GNI is
equal or above 55% and below 60% of the EU 25 geera
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- 3.4293% of the GDP of Member States whose avez80&-2003 per capita GNI is
equal or above 60% and below 65% of the EU 25 geera

- 3.3346% of the GDP of Member States whose avez80&-2003 per capita GNI is
equal or above 65% and below 70% of the EU 25 geera

- 3.2398% of the GDP of Member States whose avez80&-2003 per capita GNI is
equal or above 70% and below 75% of the EU 25 geera

- thereafter, the maximum level of transfer is @@l by 0.09 percentage points of
GDP for each increment of 5 percentage points efaye 2001-2003 per capita GNI

as compared to the EU 25 average.

2. The ceilings referred to in paragraph 1 incltieeecontribution of the ERDF to the
financing of the cross-border strand of the Eurapgdaighbourhood and Partnership
Instrument pursuant to Regulation (EC) No [...] afthe Instrument for Pre-Accession
pursuant to Regulation (EC) No [...], and from thet joh the European Agricultural Fund
for Rural Development (EAFRD) pursuant to RegulafiaC) No [...] originating from
the EAGGF Guidance section, and of the European FamFisheries (EFF) pursuant to
Regulation (EC) No [...] contributing to the “Converge” objective. These Regulations
of the financial instruments other than the Furigsglsnclude a similar provision as the

one referred to under paragraph 1.

3 Calculations of GDP by the Commission shall bgebleon the statistics published in April
2005. Individual national growth rates of GDP fod0Z-2013, as projected by the
Commission in April 2005, shall be applied for edddmber State separately.
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4. If it is established in 2010 that any Membert&sacumulated GDP for the years
2007-2009 has diverged by more than 5% from theutated GDP estimated according
to paragraph 3, including as a consequence of egehaate changes, the amounts
allocated for that period to that Member State pam$ to paragraph 1 will be adjusted
accordingly. The total net effect, whether positawenegative, of these adjustments may
not exceed EUR 3,000 million. In any event, if thet effect is positive, total additional
resources shall be limited to the level of undesrsiing against the maximum resources
available for commitments set out in Article 15 tbe years 2007-2010. Final adjustments

will be spread in equal proportions over the yefrs1-2013.

5. In the case of Romania and Bulgaria the apjdicaif the percentages referred to in
paragraph 1 of this Article shall be without pregadto the respect of the commitment
appropriations for structural actions allocatethieir respective Accession Treaties for the
period 2007-2009.

6. In order to reflect the value of the Polish glot the reference period, the result of the
application of the percentages referred to in paggl for Poland shall be multiplied by a
coefficient of 1.04 for the period up to the reviesferred to in paragraph 4 of this Article.
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TITLE Nt

STRATEGIC APPROACH TO COHESION

CHAPTER |
COMMUNITY STRATEGIC GUIDELINES ON COHESION

Article 23

Content

The Counctt establishes at Community level condiSérategic Guidelines on economic, social and
territorial cohesion defining an indicative framewdor the intervention of the Funds, taking

account of other relevant Community poliéies

For each of the objectives of the Funds, thosediniels shall in particular give effect to the
priorities of the Community with a view to promajithe harmonious, balanced and sustainable

development of the Communitgs referred to in Article 3, paragraph 1.

ES and ITentered a scrutiny reservation on the new com@emioposal on this Title.
DE suggested replacing “the Council” hé Commissidn

UK suggested addindpigh levet to Strategic Guidelines.

UK suggested addingvhile respecting the principle of subsidiality

AT suggested addingptiorities in the area of environmental protection

a A WO N
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These guidelines are established taking into addberintegrated guidelines, consisting of two
elements: broad economic policy guidelines and eympént guidelines, adopted by the Council in
accordance with the procedures laid down in Arsi@e and 128 of the Tredty

Article 24

Adoption and review

The Commission shall propose, following close coapen with Member States, the Community
Strategic Guidelines on cohesion referred to inchat23. At the latest sixnonths after the
adoption of this Regulation, the Community Strateguidelines on cohesion are adopted in
accordance with the procedure laid down in Artld. of the Treafy The Community Strategic

Guidelines on cohesion shall be published in tHeciaf Journal of the European Union.

IT suggested addingfid in the EU Sustainable Development Strdtegy

ESentered a scrutiny reservation.

EL and PlLsuggested reverting back to “three” months.

DE suggested that the guidelines should be adoptéaeb§ommission. E&ondered about
the appropriateness of a Treaty procedure fordogtéon of a non-binding act.

A WO DN P
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The Community Strategic Guidelines on cohesion begubject, following close cooperation with
Member Statés to mid-term review in accordance with the progedaid down in paragraph 1 if
required in order to take account of any majongas in the priorities of the Community.

The mid term review of the Community Strategic @lilges on cohesion shall not impose an
obligation on Member States to revise either therafional programmes or the national strategic
reference framework.

IT suggested addingfter consultation of the Committees referred téuhcle 104 and 105,
in accordance with the procedure laid down in Adit04(2).
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CHAPTER Il

NATIONAL STRATEGIC REFERENCE FRAMEWORK

Article 25

Content

The Member State shall present a national giicateference framework which ensures that
assistance from the Funds is consistent with thar@onity Strategic Guidelines on cohesion,

and which identifies the link between Communityopities on the one hahdnd the national

reform programme, on the other hand.

Each national strategic reference frameworkl sloalstitute a reference instrument for

preparing the programming of the Funds.

! IT, LV, AT and UKsuggested restoring the reference to sustainavigapment.
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3.  The national strategic reference framework apibly to the "Convergence" Objective and the

"Regional Competitiveness and Employment" Objectikkenay also, if a Member State so

decides, apply to the "European Territorial Co-afien” Objective, without prejudice to the

future choices of other Member States concerned.

4.  The national strategic reference framework stwitain the following elemerits

(@)

(b)

(c)

(d)

(e)

an analysis of development disparities, weademand potential, taking into account

trends in the European and world economy;

the strategy chosen on the basis of this aisalyeluding the thematic and territorial
priorities. Where appropriate these prioritieslishalude actions relating to sustainable
urban development , the diversification of ruradmamies and areas dependent on
fisheries;

the list of operational programmes for the ‘@exgence’ and ‘Regional

Competitiveness and Employment’ objectives;

a description of how the expenditure for cogesice and regional and competitiveness
Objectives shall contribute to the EU prioritiegoobmoting competitiveness and
creating jobs, including meeting the objectiveshaf Integrated Guidelines for Growth
and Jobs 2005-2008 as laid down in Article 8 (2.bis

the indicative annual allocation from each Fbggrogramme;

UK suggested addingvhere appropriaté CION and ITopposed to that.

DE suggested deletion of paragraphs d) and e) gutigested adding 3 new points to the
content of the NSRF:

Indicative breakdown between public investmerat state aid.

The procedures for involvement of the partnefemred to in article 10 in the
programming and implementation phases”

The mechanisms of the implementation of the tyuatid performance reserve referred
to in Article 48.
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()  forregions of the ‘Convergence’ objective anly
(i) the action envisaged for reinforcing the MemBé&aite’s administrative
efficiency;
(i) the amount of the total annual appropriatisaypded for under the EAFRD and

the EFE;
(i) the information required for ex-ante verifitan of compliance with the

additionality principle referred to in Article 13
5.  In addition, the national strategic referenegfework ma$/also contain, where relevant:

(@) the procedure for co-ordination between Comtyuwuhesion policy and the relevant

national, sectoral and regional policies of the MenState concerned;

(b) the mechanisms for ensuring co-ordination betwtbe operational programmes and the
assistance from the Funds, the EAFRD, the EFFtlandhterventions of the EIB and of

other existing financial instruments.

6. The information contained in the national sgateeference framework shall take account of

the specific institutional arrangements of each MenState.

! ESentered a scrutiny reservation.

2 LV suggested moving this to paragraph 5.

3 CZ opposed to the verification of additionality oty the "Convergence" objective.

4 Slsuggested replacing “may” bgtiall’.
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Article 26

Preparation and adoption

1. The national strategic reference framework dhafbrepared by the Member State [...], after
consultation with relevant partners as referreuh trticle 10, according to the modalities that
it considers most appropriatend according to its institutional structureshall cover the
period 1 January 2007 to 31 December 2013.

The Member State shall prepare the national gfiateference framework in dialogue with

the Commission, with a view to ensuring a commaoragch.

2.  Each Member State shall transmit the natiomategic reference framework to the
Commission within five montfidollowing the adoption of the Community Strategic
Guidelines on cohesion. The Commission shall taite of the national strategy and the
priority themes chosen for assistance from theguadd make such observations as it

considers appropriate within three months of the d&receipt.

UK suggested a more flexible wording in relationhe tonsultation with partners. IT
suggested reverting back to the previous formutati@iON suggested replacing “according
to the modalities that it considers most approgtiby “in accordance with Article T0

BE suggested increasing the deadline. siliggested a 3 months deadline.[#&erred the
text of the Commission proposal, i.as*soon as possible”.
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The Member State may present at the same timeati@nal strategic reference framework

and the operational programmes referred to in kr&d.

3. Before or at the same time as the adoptioneobgierational programmes referred to in
Article 31 (5), the Commission, following consuitat with the Member State, shall take a

decisiort covering:

2

a) the list of operational programmes referred to iticke 25(4)(c);

b) the indicative annual allocation from each fundobygramme referred to in Article
25(4) (dy

c) and, for the “Convergence” objective only, the lesfeexpenditure guaranteeing
compliance with the additionality princifleeferred to in Article 13 and the action

envisaged for reinforcing the administrative e#finty, as referred to in Article 25(4) e)

(i) *

=

IT suggested addingfter consultation of the Committees referred térhcle 104 and 105,

in accordance with the procedure referred to inidet 104(2). DE entered a reservation on
the CION decision.

CION suggested restoring its original point #)€' strategy and the priority themes chosen for
assistance from the Funds and their monitoring ag@aments

UK suggested deleting this point. [2Btered a reservation on it.

CZconsidered that the verification of additionabtyould apply to all regions. Uiuggested
additionality should be treated in Article 13.

DE suggested deleting “and the action envisagedefafarcing the administrative efficiency,
as referred to in Article 25(4) e) (i) [...]".
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1.

CHAPTER III
STRATEGIC FOLLOW -UP‘

Article 27

Strategic reporting by the Member States

For the first time in 2007, each Member Statdlshclude in its annual implementation
report on the National Reform Programme a coAasetion on the contribution of the
operational programmes co-financed by the fundsitds/the implementation of the National

Reform Programnie

At the latest by the end of 2009 and Z)12e Member States shall provide a concise report

containing information on the contribution of th@grammes co-financed by the funds
a) towards implementing the objectives of cohegiolicy as established by the Treaty,
b) describing the role and responsibilities of Huads as set out in this regulation, and

c) towards implementing the priorities detailedie Community Strategic Guidelines on
cohesion referred to in Article 23 and specifiedhie priorities set by the national

strategic reference framework referred to in Aeti2b.

DE, DK, NL, Sl and SKsuggested that these proposals were adding atalitimnecessary
reporting burden on Member States (preferred theipus version of the text included in doc.
11548/05).

EL and IEsuggested those concise sections should be cealbyse.

NL opposed to report on operational programmes withigwcontext.

NL wondered about the appropriateness of the datesdswing the cycles of the cohesion

and Lisbon reports.
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d) towards achieving the objective of promoting petitiveness and job creation and
working towards meeting the objectives of the Indgd Guidelines for Growth and
Jobs 2005-2008 as laid down in Article 8 (2 bis)

3. Each Member State shall define the contentefdport referred to in paragraph 2 above,

with a view to identifying:
a) the socio-economic situation and trends;

b) achievements, challenges and future prospect®lation to implementation of the

agreed strategy; and

c) examples of good practice

4.  References to the National Reform ProgrammbigArticle relate to the Integrated
Guidelines for Growth and Jobs 2005-@®d shall equally apply to any equivalent guidsin

decided upon by the European Council.

EL suggested adding the list of difficulties encouediein implementing the strategy.
2 Adopted by the Council on 12 July 2005, OJ L @5 &f 6 August 2005 p. 21 to 37.
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Article 28

Strategic reporting by the European Commission
and debate on cohesion policy

1.  For the first time in 2008, and annually thereaftee Commission shall include in its Annual
Progress Report to the Spring European Councilcopesummarising the reports of the
Member States referred to in Article 27 paragrapim particular progress towards achieving
the EU priorities of promoting competitiveness asréating jobs, including meeting the
objectives of the Integrated Guidelines for Groveiid Jobs 2005-2008 as laid down in
Article 8 (2bis).

2. Inthe years 2010 and 2013 and at the late$tAyyril, the Commission prepares a strategic
report summarising the reports of the Member Statfesred to in article 27 paragraph 2. As
appropriatd, it shall be incorporated as a specific sectiothéreport referred to under
Article 159 of the Treaty.

3.  The Council shall examine the strategic repeferred to in paragraph 2 above as soon as
possible after its publication. It shall be suligdtto the European Parliament, the Economic
and Social Committee and the Committee of the Regiand these institutions invited to

hold a debate on it.

Article 29

[...]

DE suggested to explicit more the notion of “as appete”.
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Article 30

Cohesion report
1. The report of the Commission referred to in @&etil59 of the Treaty shall include in
particular:

a) arecord of the progress made on economic andl ohesion, including the socio-
economic situation and development of the regiaasyell as the integration of

Community priorities;

b) arecord of the role of the Funds, the EIB d®&ldther financial instruments, as well as

the effect of other Community and national policdesthe progress made.

2. The report shall also contain, if necessary:

a) any proposals on Community measures and policiéstvginould be adopted in order

to strengthen economic and social cohesion;

b) any proposed adjustments to the Community Sfi@t@uidelines on cohesion needed

to reflect changes in Community policy.

! EL suggested adding a provision on the contributiostleer Community policies to the
cohesion policy.
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TITLE Il

PROGRAMMING
CHAPTER |

GENERAL PROVISIONS ON THE STRUCTURAL FUNDS AND THE
COHESION FUND

Article 31

Preparation and approval of operational programmes

1. The activities of the Funds in the Member States| take the form of operational
programmes within the national strategic referdrammework. Each operational programme
shall cover a period between 1 January 2007 aride8&mber 2013. An operational
programme shall cover only one of the three objestreferred to in Article 3, save as

otherwise agreed between the Commission and thebdeS8tate.

2.  Each operational programme shall be drawn updéWember State or any authority

designated by the Member State, in cooperation thig partners referred to in Article 10.
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3. The Member State shall submit a proposal fay@erational programme to the Commission
containing all the components referred to in A€i8b as soon as possible, but no later than
five months following the adoption of the Commurfgirategic Guidelines on cohesion, as

referred to in Article 24.

4.  The Commission shall appraise the proposed bpeshprogramme to determine whether it
contributes to the goals and priorities of thearai strategic reference framework and the
Community Strategic Guidelines on cohesion. WhieeeGommission, within two months
following the receipt of the operational programneensiders that an operational programme
does not contribute to the achievement of the élbgx of the national strategic reference
framework and the Community Strategic Guidelinesanesion, it may invite the Member
State to provide all necessary additional infororaind, where appropriate, to revise the

proposed programme accordingly.

5.  The Commission shall adopt each operationalrarome as soon as possible, but no later
than four months following its formal submissiontbhg Member State, and not before the 1st
of January 2007.

Article 32

Revision of operational programmes

1. Atthe initiative of the Member State or the Goission in agreement with the Member State
concerned, operational programmes may be re-examing, if necessary, the remainder of

the programme revised, in one or more of the falhgucases:

ESsuggested reverting back to the Commission prépesaegards the deadline. IE
suggested that the deadline should be longer.
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2.

3.

1.

a) following significant socio-economic changes,

b) inorder to take greater or different accountnajor changes in Community, national or
regional priorities,

c) inthe light of the evaluation referred to intidle 46(3) or,

d) following implementation difficulti€’s

[Operational programmes shall, if necessary, beseelviollowing allocation of the reserves
referred to in Articles 48 and 49

The Commission shall adopt a decision on theests for revision of operational
programmes as soon as possible, but no later linee monttisafter its formal submission
by the Member State.

The revision of operational programmes shallraqtiire revision of the decision of the

Commission referred to in Article 26(3).
Article 33
Specific character of the Funds

Operational programmes shall receive financiogifonly one Fund, save as otherwise
provided in paragraph 3.

ESsuggested addingft' to improve sound financial management of a paogmé.
CION suggested replacing “three” bfotr”.
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2. Without prejudice to the derogations laid dowithe specific regulations of the Funds, the
ERDF and the ESF may finance, in a complementannersand subject to a limit 60%
of each priority axis of an operational programamijons falling within the scope of
assistance from the other Fund, provided that éineynecessary for the satisfactory

implementation of the operation and are directikéid to it.

3. Inthe Member States receiving support fromG@bbesion Fund, the ERDF and the Cohesion
Fund shafl jointly provide assistance for operational prognaes on transport infrastructure

and the environment, including for major projects.

Article 34

Geographical scope

1. Operational programmes submitted under the “@ayence” objective shall be drawn up at

the appropriate geographical level and at leasigional level NUTS fi

Operational programmes submitted under the “Corererg’ objective with a contribution

from the Cohesion Fund shall be drawn up at natieval,

NL suggested addingr principle’.

2 In case the mono-fund approach is widely acce@edyill require that the cross-financing
rate should be of 25%. CZ, ES, HU, LV, LT, RO, SiKi&Isuggested raising the cross-
financing limit (HU and RGo 25%, ESo 15%; LV, LT and SKo 20%)._IEsuggested that
any change introduced in % should be also includelde corresponding provisions of all
regulations.

DE suggested deleting any cross-financing. In casadtto stay, it would not accept anymore
than 10%.

IE suggested addingf Community fundirig

EL, ES, LV and Ssuggested replacing “shall” bytay'..

SKsuggested addingn'accordance with the institutional system spediithe Member
State"
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2.

Operational programmes submitted under the ‘Gtegicompetitiveness and employment”
objective shall be drawn up at regional NUTS | &T Il level, in accordance with the
institutional system specific to the Member Stédefegions benefiting from financing by the
ERDF, save as otherwise agreed between the Conomiasd the Member State. They shall
be drawn up by the Member State at the approdea#d if they are financed by the ESF.

Operational programmes submitted under the ‘a0 territorial cooperation” objectivior
cross-border cooperation shall be drawn up, asergerulé, for each border or group of
borders by an appropriate grouping at NUTS IIl I2viacluding enclavé's Operational
programmes submitted under the “European terrltodaperation” objective for
transnational cooperatidshall be drawn up at the level of each transnationoperation
area. Inter-regional cooperation and exchange péance programmes shall relate to the

whole territory of the Community.

a b W N

LV reiterated its position concerning addimgtér-regional cooperatiohinto this objective.
ESwondered about maritime borders.

ESentered a reservation on this addition.

ES, IT, NL, AT and PEntered a reservation subject to the future exarmmaf Article 7.

AT suggested addingiisuring the continuity of the cooperation actions

DE recalled its argument that this Objective showdditmited to the new external and internal
borders.
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Article 35

Participation by the European Investment Bank and he European Investment Fund

1. The EIB and the European Investment Fund (E&y participate, in accordance with the
modalities laid down in their statutes, in the pesgming of assistance from the Funds.

2. The EIB and the EIF may, at the request of Merfitates, participate in the preparation of
national strategic reference frameworks and operatiprogrammes, as well as in activities
relating to the preparation of projects, in patacumajor projects, the arrangement of finance,
and public-private partnerships. The Member Statagreement with the EIB and the EIF,
may concentrate the loans granted on one or masti@s of an operational programme, in
particular in the spheres of innovation and theledge economy, human capital, the

environment and basic infrastructure projects.

3. The Commission may consult the EIB and the Elféte adoption of the decision referred to
in Article 26(3) and the operational programmesatldonsultation shall relate in particular to
the operational programmes containing an indicdistef major projects or programmes
which, by the nature of their priorities, are sbigafor mobilising loans or other types of

market-based financing.

4.  The Commission may, if it considers it approteri@r the appraisal of major projects, request
the EIB to examine those projects’ technical qualitd economic and financial viability, in

particular as regards the financial engineeringumsents to be implemented or developed.
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CHAPTER Il

PROGRAMMING CONTENT

SECTION1

OPERATIONAL PROGRAMMES

Article 36

Operational programmes for the “Convergence” and “Regional competitiveness and

employment” objectives

1. Operational programmes relating to the “Convecgé and the “Regional competitiveness

and employment” objectives shall contain:

a) an analysis of the situation of the eligiblesame sectdrin terms of strengths and

weaknesses and the strategy chosen in response;

b) ajustification of the priorities chosen haviegard to the Community Strategic
Guidelines on cohesion, the national strategiaeaiee framework, as well as the

results from thex anteevaluation referred to in Article 46;

! IT suggested deleting "of the eligible area or séctor
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c) information on the priority axes and their sfiedargets. Those targets shall be
quantified using a limited number of indicators éutput and resultstaking into
account the proportionality principle. The indiaatghall make it possible to measure
the progress in relation to the baseline situagiod the effectiveness of the targets

implementing the priority axfs

d) for information purposes, an indicative breakddwy category of the programmed use
of the contribution of the Funds to the operatigaralgramme in accordance with
detailed rules of implementation adopted by the @sion in accordance with the
procedure referred to in Article 104{2)

e) afinancing plan containing two tables:

i)  atable breaking down for each year, in accocdamith Articles 50 to 53, the
amount of the total financial appropriation envisador the contribution from
each Fund. The financing plan shall show separatghn the total annual
contribution from the Structural Funds the apprajons provided for regions
receiving transitional support. The total contribotfrom the Funds provided for
annually shall be compatible with the applicabledricial Perspective and taking
into account the phased reduction laid down inches 16(2) and 17(4)

SK suggested addingmipact. It could also accept not to further specify thdicators.

DE, LU, IE and SEsuggested deletingffectiveness of the targets implementing the
priorities”.

3 CY, DE and CZntered a reservation on this point. Some of tdetsgations (CZ, DE, and
LU) could accept to submit the information lateE,[DK, IE, CY and PTsuggested deleting
this point.

DE entered a reservation on this point linked tofthiere examination of Articles 50 to 53.
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i)  atable specifying, for the whole programmirgyipd, for the operational
programme and for each priority axis, the amoditihe total financial
appropriation of the Community contribution and tational counterpartsind
the rate of contribution from the Funds. Wheredoaadance with Article 51, the
national counterpart is made up of public and pe\expenditure, the table shall
give the indicative breakdown between the publit e private. Where in
accordance with Article 51, the national countetrpggr made up of public
expenditure, the table shall indicate the amounh@iational public contribution.
It shall show, for information, the contributiorofn the EIB and the other

existing financial instruments;

f)  information on complementarity with measuresfined by the EAFRD and those

financed by the EFRyhere relevant;

g) the implementing provisions for the operatiopragramme, includirty

i)  designation by the Member State of all the esgistipulated in Article 58 or, if
the Member State exercises the option providethféirticle 73, the designation
of other bodies and procedures in accordance whules laid down in
Article 73,;

i)  adescription of the monitoring and evaluatgystems;

iii)  information about the competent body for redeq the payments made by the
Commission and the body or bodies responsible fking payments to the

beneficiaries;

iv) a definition of the procedures for the mobitiea and circulation of financial

flows in order to ensure their transparency;

LV suggested replacing "public national counterpdystypes of national counterpatts
CZ suggested deletingnational'.

DE suggested that it was impossible to show the iturtion of the EIB at the beginning of
the period.

3 DE and DKsuggested this point was too detailed.
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v) the elements aiming at ensuring the publicity #re information of the

operational programme as referred to in Articlé& 68

vi) a description of the procedures agreed betweeiCommission and the Member
State for the exchange of computerised dataneet the payment, monitoring and

evaluation requirements laid down by this Regufgtio

h) anindicative list of major projeatsthin the meaning of Article 38, which are expelte

to be submitted within the programming period fan@nission approval.

i) anindicative list of the proposed aid schenuesler Article 87 of the Treaty, which are

expected to be submitted within the programmingopeior Commission approval.

2.  Operational programmes financed jointly by tiRDE and the Cohesion Fund with respect to
transport and the environment shall contain a fyiaxis specific to each Fund and a specific

commitment by Fund.

! DE and UKsuggested deleting this point.
2 DE and LU entered a reservation on this issue.
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3. without prejudice to the last subparagraph of Aett of Regulation (EC) No of the
European Parliament and the Council on the ERD¢h eperational programme under the
“Regional competitiveness and employment” objecincdudes a justification for the
thematic, geographical and financial concentratiorthe prioritieéas laid down respectively
in Article 5° of Regulation (EC) No of the European Parliament gne Council on the ERDF
and in Article 4 of Regulation (EC) No .../.. of tBeiropean Parliament and the Council on
the ESF,.

4

4. *Operational programmes financed by the ERDF sloaliain in addition for the
“Convergence” and the “Regional competitivenessang@loyment” objective:

a) information on the approach to the sustainatilarudevelopment where approprfate

b)  specific priorities for the measures financedarnthe additional allocation referred to in
point (d), of the first paragraph of Article 16aperational programmes providing

assistance in outermost regitins

DE suggested deleting this paragraph. FR andi&fgested deleting “Without prejudice to
the last subparagraph of Article 5 of Regulatio€)lo of the European Parliament and the
Council on the ERDF,” as well as the other refeeetacArticle 5 of the ERDF Regulation in
this paragraph.

IE and UKremained unconvinced of the value added of th#igegion requested in

Article 36(3) a) and b) if there was a SWOT analysiArticle 36(1) a).

SEsuggested adding a reference to Article 10 o R®F Regulation.

CION suggested restoring the deleted points.

UK suggested deleting this paragraph.

ES and UKsuggested rendering this point optional.

BE suggested that the original point c) should be kepquare brackets, i.eactions for
adapting the regional economies, in a preventivemea, to the changes of the European and
international economic environment".

DE and ITsuggested deleting this point.

~N o 0o b~ W
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5. Atthe initiative of the Member State, the opiersal programmes financed by the ERDF may
also contain for the “Convergence” and “Regionahpetitiveness and employment”

objectives:

a) the list of cities chosen for addressing urlsanes and the procedures for sub-

delegation to urban authorities, possibly by medresglobal grant;

b) actions for inter-regional cooperation with|esst, one region or local authorities of

another Member States in each regional programme

6. Atthe initiative of the Member State concerrhe operational programmes for the ESF may
also contain for the “Convergence” and “Regionaipetitiveness and Employment”
objectives inter-regional and transnational actionslving the national, regional or local

authorities of at least one other Member State.

! UK suggested putting this point into square bracket$ was against the mainstreaming of
inter-regional cooperation in the "Convergence'echye.
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Article 37

Operational programmes for the “European territorial cooperation” objective’

Specific rules on operational programmes aredaian in the Regulation (EC) No .../... of the
European Parliament and the Council on the Europegional Development Fund as regards

operational programmes under the “European teialtoooperation” objective.

SECTION 2
M AJOR PROJECTS
Article 38

Content

As part of an operational programme, the ERDF AedXohesion Fund may finance expenditure in
respect to an operation comprising a series of sy@etivities or services intended in itself to
accomplish an indivisible task of a precise ecomoonitechnical nature, which has clearly
identified goals and whose total cost excegfsmillion? in the case of the environment &0

million in other fields, hereinafter “major projstl.

! ES and ITconsidered that specific rules on programmingpfgective 3 should be

incorporated to this Regulation.
2 CZ,DE, EL, ES, PL, RO and Ukonsidered that there should be a single threshdié set
at€ 50 million. EE, LV, LT, MT, RO and $$ntered a reservation as this question is linked t
the n+2 rule in Articles 92 and 93 (See non-pap& mew Member States, December 2004).
PTwondered about the coherence of the definitionrastdication procedure for major
projects between this Regulation and the Competjtiaicy provisions.
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Article 39

Information submitted to the Commission

The Member State or the managing authbshall provide the Commission with the following

information on major projects:

a) information on the body to be responsible fgplementation;

b) information on the nature of the investment art&scription of it, its financial volume and
location;

c) the results of the feasibility studies;

d) atimetable for implementing the project andevehthe implementation period for the
operation concerned is expected to be longer tapriogramming period, the phases for
which Community co-financing is requested during 2007-2013 programming period;

e) a cost-benefit analysis, including a risk agsess and the foreseeable impact on the sector
concerned and on the socio-economic situationeoMbmber State and/or the region and,
when possible, of the other regions of the Comnyunit

f)  an analysis of the environmental imgact

g) ajustificatior for the public contributioh

ESsuggested deleting "managing authority".

AT suggested addingritluding issues such as human beings, fauna,,fko#, water, air,
climate, the landscape, material assets and thei@llheritage and the interrelationship
between the above factbmnd a reference to Council Directive 97/11/EG dflarch 1997
amending Directive 85/337/EEC on the assessmehedéffects of certain public and private
projects on the environment. Nluggested adding a reference to the two Directives

EL suggested replacing "justification" bseport'.

This issue would be examined in connexion witticke 54.
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h)  the financing plan showing the total plannea@ficial resources and the planned contribution
from the Funds, the EIB, the EIF and all other searof Community financing, including the
indicative annual plan of the financial contributivom the ERDF or the Cohesion Fund for
the major project.

1

The Commission shall adopt guidance on the metloggdb be used in carrying out the cost

benefit analysis foreseen in (e) above in accomrlanth the procedure referred to in Article 104(2).

Article 40

Decision of the Commission

1. The Commission shall appraise the major projengcessary consulting outside experts,
including the EIB, in the light of the factors refd to in Article 39, its consistency with the
priorities of the operational programme, its cdmition to achieving the goals of those

priorities and its coherence with other Communijiges.

2.  The Commission shall adopt a decision as sogossible but no later than 3 months after
the submission by the Member State or the managittgprity of a major project, provided
that the submission is in accordance with Artidde Bhat decision shall define the physical
object, the amount to which the co-financing ratethie priority axis applies, and the annual

plan of financial contribution from the ERDF or tBehesion Fund.

SEsuggested adding a new poirdn“analysis of the gender impact
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3.

1.

Where the Commission refuses to make a finagoiatribution of the Funds to a major
project, it shall notify the Member State of itegsens within the period and the related

conditions laid down in paragraph 2.

SECTION3

GLOBAL GRANTS

Article 41

General provisions

The Member State or the managing authbritsty entrust the management and
implementation of a part of an operational prograammone or more intermediate bodies,
designated by the Member State or the managin@atythincluding local authorities,
regional development bodies or non-governmentarasgtions, which shall ensure the
implementation of one or more operations in acawcdavith the provisions of an agreement

concluded between the managing authority and thay.b

Such delegation shall be without prejudice to tharfcial responsibility of the managing

authority and of the Member States.

The intermediate body responsible for manadiegtobal grant must provide guarantees of
its solvency and competence in the domain conceasedell as in administrative and
financial management. It must normally be establisbr represented in the region or regions

covered by the operational programme at the mowieta designation.

ESsuggested deleting "the managing authority”.
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Article 42

Implementing rules

The agreement concluded between the Member St#te onanaging authority and the

intermediate body shall detail in particular:

a) the types of operations to be covered by thieajlgrant;

b) the criteria for selecting beneficiaries;

c) the rates of assistance from the Funds andutee governing that assistance, including

regarding the use of any interest accruing;

d) the arrangements for monitoring, evaluating emslring the financial control of the global
grant referred to in Article 58(1) vis-a-vis the maging authority, including the modalities for

recovering amounts unduly paid and the presentafi@ccounts;

e) where applicable, any use of a financial guaent equivalent facility, unless the Member
State or the Managing authority provides such guagaccording to the institutional

arrangements of each Member State.

NL suggested adding a new subparagraptatcordance with proportionality, these
implementing rules shall not do more than whateiguired to ensure the sound management
of the operatioh
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SECTION4

TECHNICAL ASSISTANCE

Article 43

Technical assistance at the initiative of the Commsion

1. Atthe initiative of and/or on behalf of the Cmission, subject to a ceiling of2B% of their
respective annual allocation, the Funds may findinegoreparatory, monitoring,
administrative and technical support, evaluatiamliiaand inspection measures necessary for

implementing this Regulation.

Those actions shall include, in particular:

a) assistance for projects preparation and appraisbuding with the EIB through a grant

or other forms of cooperation, as appropriate

b) studies linked to the drawing up of the CommuSBitrategic Guidelines on cohesion,

the Commission’s reporting on cohesion policy trelthree-yearly cohesion report;

c) evaluations, expert reports, statistics andistjdhcluding those of a general nature

concerning the operation of the Funds;

d) measures aimed at the partners, the benefgiafiassistance from the Funds and the

general public, including information measures;

DE suggested deleting this Article.
2 IT, LV and CIONindicated their preference for the Commission psaph 0.30 %.
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e) measures to disseminate information, networkisige awareness, promote cooperation

and exchange experiences throughout the Union;

f)  the installation, operation and interconnectidrtomputerised systems for

management, monitoring, inspection and evaluation;

g) improvements in evaluation methods and the enxghaf information on practices in
this field.

2. The Commission adopts a decision concerningyfieeof actions listed under the first
paragraph, in accordance with the procedure refeaé Article 104(2), when a contribution

from the ERDF or the Cohesion Fund is foreseen.

3.  The Commission adopts a decision concerningyfhesof actions listed under the first
paragraph, after consulting the committee refetwad Article 105, in accordance with the

procedure referred to in Article 104(2), when atdbation from the ESF is foreseen.

Article 44

Technical assistance of the Member states

1. Atthe initiative of the Member State, the Funtlsy finance the preparatory, management,
monitoring, evaluation, information and controligities of operational programmes together
with activities to reinforce the administrative eapy for implementing the Funds within the

following limits™:

! BE considered that there should be a minimum level &xhnical Assistance along the lines
of Commission Regulation 1685/2000. bé&nsidered those percentages to be too high.
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a) 4% of the total amount allocateshder the “Convergence” and the “Regional

competitiveness and employment” objectives;

b) 6% of the total amount allocated under the “Europtearitorial cooperation”

objective.

2.  For each of the three objectives, technicaktmste actions, within the limits set in paragraph
1, should, in principle, be undertaken within theniework of each operational programme.
On a complementary basis, however, such actionsbmaydertaken partially and subject to
the overall limits for technical assistance sgtanagraph 1, in the form of a specific

operational programnte.

BE, AT and Skuggested increasing the 6% threshold.

LT and LV suggested replacing this sentence lbyr‘each of the three objectives, technical
assistance actions, within the limits set in paeggr 1, should be undertaken either within the
framework of each operational programme or in thiat of a specific operational

programme or as a combination of technical assistanithin the framework of each
operational programme and specific operational paogme”
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3. If the Member State decides to undertake teghagsistance actions:

a)

b)

in the framework of each operational programitme proportion of the total amount of
expenditure for technical assistance in respeetioh operational programme shall not
exceed the limits set in paragraph 1. In this cesfnical assistance actions may also
be undertaken in the form of a specific operatigmagramme provided that the total
amount of expenditure for technical assistanceiah @ specific programme does not
cause the total proportion of funds allocated thitécal assistance to exceed the limits

set in paragraph 1.

both in the framework of each operational progree and in the form of a specific
operational programme, the total amount of expenglitor technical assistance shall

not exceed the limits set in paragraph 1.
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TITLE IV

Effectiveness

CHAPTER |
EVALUATION

Article 45

General provisions

1. Evaluations shall aim to improve the qualityeefiveness and consistency of the assistance
from the Funds and the strategy and implementatiaperational programmes with respect
to the specific structural problems affecting thervber States and regions conceretijle
taking account of the objective of sustainable tguaent and of the relevant Community

legislation concerning environmental impact andtsfgic environmental assessnient

! DE requested deletingvhile taking account of the needs of sustainableld@ment and of
the relevant Community legislation concerning emwimental impact and strategic
environmental assessmeént

UK wondered how the provisions of Directive 2001/42/kould apply.
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2. Evaluation can be of a strategic nature in otde&xamine the evolution of a programme or
group of programmes in relation to Community antglamal priorities. It can be of an
operational nature in order to support the momtpof an operational programme.

Evaluations are carried out before, during and &fte programming period.

3.  Evaluations shall be carried out under the nesipdity of the Member State or the
Commission, as appropriate, in accordance wittptheeiple of proportionality laid down in

Article 11bis.

1

Evaluations shall be carried out by experts origgdinternal or external, functionally
independent of the authorities referred to in Aetis8 b) and c). The results shall be

published according to the applicable rules on sxt@ documents.

4.  Evaluations shdlbe financed from the budget for technical assestan

! CION and SKsuggested getting back the provisions on evalogis set out in
document 8432/05.
2 ESsuggested including a description of the ex-anéduation along the lines of Article 41 of
Regulation No 1260/99.
DE suggested replacing "shall" bynay'.

15931/05 RB/AB/mem 69
ANNEX DG G | EN



5.  The Commission shall providimdicative guidancé on evaluation methods, including

quality standards, in accordance with the procetiidedown in Article 104 (2)

Article 46
Responsibility of Member State$

1. The Member States shall provide the resoureesssary for carrying out evaluations,
organise the production and gathering of the nacgskata and use the various types of

information provided by the monitoring system.

They may also draw up, where appropriate, undetGoavergence” objective, in accordance
with the principle of proportionality set out inthale 11bis, an evaluation plarwhich shall
present the indicative evaluation activities thenber State intends to carry out in the

different phases of the implementation.

! BE, DE, EL, FR, AT, PT and Skould like to know the guidance before adoptiomhads
Regulation.

2 EL and ESejected having guidance on evaluation methodseyscould be different in each
Member State.

3 DE and ESuggested deleting “in accordance with the proeetiid down in Article
104(2)". DEsuggested introducing the current arrangemerdasinglto this issue.
UK suggested extending the principle of proportidpad this Article.
UK criticised the introduction of a new requirement.
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2.

Member States shall carry out@ranteevaluation for each operational programme under
the “Convergence” objective. In duly justified eastaking into account the proportionality
principle as set out in Article 11bis, and as adieetween the Commission and the Member
State, Member States may carry out an ex ante a@tufor more than one operational

programme.

For the “Regional competitiveness and employmehjéctive, they shall carry out either an
ex-anteevaluation covering all the operational programurean evaluation for each Fund or

an evaluation for each priority or an evaluationdach operational programme.

For the "Territorial cooperation™ objective, the iieer States shall jointly carry out ar-
anteevaluation covering either each operational prnogna or several operational

programmes.

Ex-ante evaluations shall be carried out underebponsibility of the authority responsible

for the preparation of the programming documents.

Ex-anteevaluation shall aim to optimise the allocatiorbafigetary resources under
operational programmes and improve programmingityuéishall identifyf and appraise the
disparities, gaps and potential for developmerst gibals to be achieved, the results expected,
the quantified targets, the coherence, if neceseétiie strategy proposed for the region, the
Community value-added, the extent to which the Camity’s priorities have been taken into
account, the lessons drawn from previous programmind the quality of the procedures for

implementation, monitoring, evaluation and finaha@nagement.

BE suggested deleting "identify”. ESsiggested replacing “identify” bya$sessor “indicaté€.
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During the programming period, Member States Skaliry out evaluations linked to the
monitoring of operational programmes in particwiduere the monitoring of programmes
reveals a significant departure from the goalsaiiytset or where proposals are made for the

revision of operational programmes, as referred #rticle 32. The results shall be sent to

the monitoring committee for the operational progmae and to the Commission.

Article 47

Responsibility of the Commission

1.  The Commission mayarry out strategic evaluations.

2. The Commission may carry out, at its initiatarel in partnership with the Member State
concerned, evaluations linked to the monitoringdrational programmes where the
monitoring of programmes reveals a significant diepa from the goals initially set. The

results shall be sent to the monitoring committee.

1T suggested replacing "shall” bynay'.
IT suggested replacing "may” bgHall'.
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3.  The Commission shall carry out @x-postevaluation for each objective atosecooperation

with the Member State and managing authorities.

It shall cover all the operational programmes uredah objective and examine the extent to
which resources were used, the effectiveness diotkaty of Fund programmingnd the

socio-economic impact.

It shall be carried out for each of the Objectigad shall aim to draw conclusions for the

policy on economi@and social cohesion.

It shall identify the factorlaving contributed to the success or failure of the implementation

of operational programmeand identify good practice.

Ex-postevaluation shall be completed by 31 December 2015.
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CHAPTER Il

RESERVES

Article 48

National performance reservé

1. Atits own initiative, a Member State may dedide@stablish a national performance reserve
for each or both the "Convergence" and "Regionaipetitiveness and employment”

objectives, consisting of 3% of its total allocatir each objective.

2. Where a Member State has decided to establdhasteserve, it shall assess under each of
the objectives not later than 30 June Zthé performance of each of its operational
programmes on the basis of performance relatitedselected priority axis of each
operational programme with reference to a limitachber of indicators (maximum 5)

included in the approved operational programmes.

! DE, IE, LU, NL, AT, SE, and UkKpposed to a national performance reserve. EL|ITE&
CION supported the principle of a mandatory resentbpabh further reflection was needed
regarding its management, allocation criteria (lage effect), etc. Hldonsidered this reserve
could amount 4% of the total allocation and shdaddset in a separate envelope. The basis
for allocation should be set by Member Statesaselcooperation with the Commission.
[CZ,DE, DK, EE, FR, IE, HU, LT, LV, MT, RO, PT, SiS| and Fiwelcomed the
Presidency propodallT and CIONentered a fundamental reservation as they prefarre
mandatory reserve.

CION made a new proposal (a single, national, manda¢serve). Delegations who
expressed themselves on this new proposal insstelde fact that their comments were only
preliminary as they had not had the opportunitgxamine the proposal. EL and $Uipported
the CION proposal. DE, EE, FR, IE, MT, AT, SE, §K, UK considered that this new CION
proposal was not satisfactory. DK, LT and Nisagreed with its mandatory character. BE, ES
and NL considered that the proposal needed further study.

2 EL suggested replacing “2011” bg010'.

15931/05 RB/AB/mem 74
ANNEX DG G | EN



3. Not later than 31 December 21the Commission shall allocate the national pentotce
reserve, in close consultation with the MembereStabncerned, under each objective, on the
basis of proposals from each Member State, withenftamework of national rules and

practices, to the operational programmes whicttansidered to be successful.

Article 49

National contingency reserve

At its own initiative, a Member State may reseaweamount of 1% of the Structural Fund annual
contribution for the “Convergence” objective and 8%he Structural Fund annual contribution for
the “Regional competitiveness and employment” dbjedo cover unforeseéiocal or sectoral

crise$ linked to economic and social restructuring oth consequences of trade opening.

The Member State may allocate the reserve for ebttive to a specific national programme or

within operational programmes.

! EL suggested replacing “2011” b010'.

2 LV suggested deleting "unforeseen”.
PT and RGronsidered the cases as too limitative, it shéarl@xample cover the
consequences of natural disasters.
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TITLE V

Financial contribution by the Funds

CHAPTER |

CONTRIBUTION OF THE FUNDS

Article 50

Modulation of the contribution rates

The contribution of the Funds may be modulatedhalight of the following:
a) the gravity of the specific problems, in parziof an economic, social or territofialature;

b) the importance of each priority axis for the Qoumity’s priorities as set out in the

Community Strategic Guidelines on cohesion, as agfior national and regional priorities;

c) protection and improvement of the environmentqipally through the application of the

precautionary principle, the principle of preveetaction, and the polluter-pays principle;

EL wondered about the reasons for which some prossidrrticle 29 of Regulation No
1260/99 were dropped. Déntered a reservation.
DE suggested deleting "territorial”. Lidsisted on maintaining it.
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d) the rate of mobilisation of private financing,particular under public-private partnerships, in

the fields concerned.

e) theinclusion of interregional cooperation dsmred to in Article 36(5), point b) under the

“Convergence” and “Regional competitiveness andleympent” objectives

f)  “under the “Regional competitiveness and employmebigctive the coverage of areas with

a geographical or natural handicap, defined asvali

)] island Member States eligible under the Cohe&iond, and other islands except those
where the capital of a Member State is sited octvhiave a fixed link to the mainlahd

i) mountain areas as defined by the national latim of the Member State;

iii) sparsely (less than 50 inhabitants per squdoenetre) and very sparsely (less than 8
inhabitants per square kilometre) populated areas;

iv) the areas which were external borders of then@anity on 30 April 2004 and which

are no longer so since that date.

NL suggested redrafting this point to encourage tbkilisation of private financing.
DE and UKsuggested deleting this paragraph.

MT suggested replacing point i) biglands (including island Member States with a
population of less than two million) which do nawk a fixed link to the mainlahd

4 CZ suggested adding the text of Article 29 b) of Ragion No 1260/99.
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Article 51

Contribution by the Funds

1. The contribution from the Funds for all operatibprogrammes for Member States whose
average per capita GDP from 2001 to 2003 was b8k of the EU 25 average during the
same period, together with operational programmeise Eastern Lander of Germany eligible
for support under the "Convergence" objective,lldleacalculated in reference to the total

eligible expenditure including public and privatgenditure.

2. For the other operational programmes of the MamS$tates other than those mentioned
under paragraph 1 -with the exception of the dperal programmes in the Eastern Lander
of Federal Republic of Germany eligible for supportler the Convergence Objective-, the
contribution from the Funds under the “Convergeran&i “Regional Competitiveness and

Employment” Objective shall be calculated in refex@to the public eligible expenditure.

3.  The contribution from the Funds at the levethaf operational programme under the
“Convergence” and “Regional Competitiveness anglByment” Objectiveshall be subject

to the ceilings set out in Annex 2.

4.  For operational programmes under the “Europeaiidrial cooperation” objective where at
least one participant to the operational prograrbelengs to the list of paragraph 1, the
contribution from the ERDF shall not be higher th&5% of the total eligible expenditure.
For all other operational programmes, the contidoutrom the ERDF shall not be higher
than 75% of the public eligible expenditure co-finad by the ERDF.
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5.  The contribution from the Funds at the prioakys level shall not be subject to the ceilings
set out in Annex 2. However, they shall be fixedasdo ensure the respect of the maximum
amount of contribution from the Funds and the maxintontribution rate per Fund fixed at
the level of the operational programme.

6.  For operational programmes cofinanced jointly by
a) the ERDF and the Cohesion Fund or
b) by the additional allocation for the outermasgions provided for in Article 5(4), the

ERDF and / or the Cohesion fund
the decision adopting the operational programm# skhahe maximum rate and the
maximum amount of the contribution for each fund allocation separately.

! DE and ITsuggested deleting this point.
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7. The Commission's decision adopting an operdtipmmgramme shall fix the maximum rate
and the maximum amount of the contribution by Fiardeach operational programme and
for each priority axis. The decision shall showasagely the appropriations for regions

receiving transitional support.

Article 52

Increase of the contribution

[..]

Article 53

Other provisions

1.  The contribution from the Funds for each pnjoaxis shall not be less than 20% of the

eligible expenditure.
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2.  Technical assistance measures implemented atitia¢ive of or on behalf of the

Commission may be financed at the rate of 100%
3.  During the period of eligibility referred to Article 55(1):

a) A priority axis may receive assistance from ang Fund at a time;
b)  An operation may receive assistance from a Fumlgr only one operational

programme at a time.
c)  An operation shall not receive an assistamm® & Fund higher than the total public

expenditure allocated.

4.  For aid to businesses, public aid granted uogerational programmes shall respect the

ceilings on state aid.

5.  An expenditure co-financed by the Funds shalreceive assistance by another Community

financial instrument.

! DE entered a reservation linked to its position antdthnical assistance at the initiative of
the Commission.
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1.

CHAPTER Il

REVENUE-GENERATING PROJECTS

Article 54

Revenue-generatingrojects

For the purposes of this Regulation, a reveraree@ting project means any operation
involving an investment in infrastructure the usevhich is subject técharges borne directly
by users or any operation involving the sale ot aéiand or buildings or any other provision

of services against payment.

Eligible expenditureon revenue-generating projects shall not ext#eslcurrent value of the
investment cost less the current value of theewetnmue from the investment over a specific
reference perigdfor

a) investments in infrastructure, or

b) other projects where it is possible to objedyiestimate the revenues in advance.

Where not all the investment cost is eligibledofinancing the net revenue shall be allocated

pro rata to the eligible and non-eligible partshef investment cost

a b WODN

DE, ES, LV, NL, PT and Ukentered a scrutiny reservation on this Article. fdiggested
adding provisions of Article 29 (4) (b) of Regutati1260/99 or at least setting a limit to
investments in companies.. IBhtered a reservation on the Atrticle.

ES and Plsuggested addingtbstantidl.

LT suggested replacing “public expenditure” lopfitribution from the Funds

EL suggested replacing “not exceeding” I “equdl.

LV wondered about the meaning of the "specific refeegeriod”. CIONsuggested
including also the actualisation of the cost of itheestment.

EL suggested that in view of this provision, one $thoeflect over a minimum co-financing
rate. Moreover, it found these provisions too opged therefore not reflecting correctly
national specificities. CIONave its assurance that the implementation rolestajor
projects would be discussed in the CDCR.
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In the calculation, the Managing authority shallt@ccount of the reference period
appropriate to the category of investment concertinedcategory of project, the profitability
normally expected of the category of investmeniceoned and of the application of the
polluter-pays principle, and, if appropriate, ohsilerations of equitylinked to the relative

prosperity of the Member State concerned.

3.  Where it is objectively not possible to estimide revenue in advance, the revenue generated
shall be deducted from the expenditure declaredeg@ommission. The deduction shall be
made by the certifying authority at the latestatigal or at the final closure of the operational

programme. The final payment claim shall be coe@etccordingly.

4.  Where, at the latest three years after closutieecoperational programme, it is established
that an operation has generated revenue that h&®eo taken into account under
subparagraphs 2 and 3, such revenue shall be egfundhe general budget of the European

Union in proportion to the contribution from therfels.

5. This Article shall not apply to projects sudtjeo the rules on state aid within the meaning of
Article 87 of the Treafy

LV suggested replacing "equity" bgffordability in terms of household incotne
CZ and SKsuggested deleting this paragraph.
DE suggested deleting this paragraph.
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CHAPTER Il

ELIGIBILITY OF EXPENDITURE

Article 55"
Eligibility of expenditure

Expenditure, including for major projettsshall be eligible for a contribution from the
Funds if it has actually been paid between the dasubmission of the operational
programmes to the Commission or from tfelanuary 2007 whichever is the earliest, and 31

December 201% Operations co-financed must not have been contphstfore the starting

date for eligibility.

A W N P

ES and PEntered a scrutiny reservation.

PL suggested addingWithout prejudice to the specific provisions fartsitional measurés

EL, FR and Pwondered about the eligibility of preparation sost major projects.

ES, AT and Ssuggested adding a new subparagraphblic subsidies or subsidy

equivalents of other forms of public finance tovpte beneficiaries shall be eligible if they
have actually been paid to the private beneficeafi@ the purpose of the operation between 1
January 2007 and 31 December 2015E suggested getting back to the Commission
original proposal.
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2. Expenditure shall be eligible for a contributioom the Funds only where incurred for
operations decided on by the managing authorith@bperational programme concerned or

under its responsibility, in accordance with ciidixed by the monitoring committée

New %expenditure, added at the moment of the modificatiocan operational programme
referred to in Article 32, shall be eligible frolmetdate of the submission to the Commission

of the request for modification of the operatiopsigramméa

3. The rules on the eligibility of expenditure st laid down at national leesubject to the
exception provided in the specific Regulations€fach Fund They cover the entirety of the

expenditure declared under the operational progamm

4. Paragraphs 1, 2 and 3 of this Article shall ltbout prejudice to the expenditure referred to

in Article 43°

! IT suggested addingd-br the expenditures incurred before the date qirapal of the
selection criteria by the Monitoring Committee, tigibility shall be assessed on an ex-post
basis.
AT suggested addingtblic'.
ES, PT and SHuggested replacing this date by the date of¢besidhn of the monitoring
committee or start of the year in which the decisgtaken by the monitoring committee.
ESpreferred Community rules.
Sl suggested that the eligibility rules for "terrimdrcooperation” objective should be
consistent with the ones under ENPI and IPA.

6 DE suggested deleting this paragraph as it is opptsesthnical assistance at the initiative of
the Commission.
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CHAPTER IV

DURABILITY OF OPERATIONS

Article 56"

Durability of operations

1. The Member State or managing authority shallilenthat an operation retains the
contribution from the Funds only if that operatidwes not, within fivé years from the
completion of the operation or three years fromabmpletion of the operation in Member
States which have exerced the option of redudirggtime limit for the maintenance of an

investment or jobs created by SME's undergo a aotiat modification.

a) affecting its nature or its implementation caiotis or giving to a firm or a public body

an undue advantage and

b)  resulting either from a change in the naturevafiership of an item of infrastructure or

the cessation of a productive actiVity

2.  The Member State and the Managing Authorigjlshform the Commission of any

modification referred to in paragraph 1. The Consmois shall inform the other Member

States.

! DE, FR and ATentered a scrutiny reservation. BE, ES anddféed on the principle set in
this Article. The signatories of the non paper mefe to their position on this Article. AT
suggested applying proportionality to this ArticlBE, DE and E®onsidered that the
procedural aspects should be improved.

BE, DE, ES and CIONuggested replacing "five" bgéven.

1T suggested replacing “nature of ownership” tglbcalisatior.

AT suggested addingdri'the case of public private partnership projeitte Member State or
the managing authority can allow a change of owhgréefore the end of the seven year
period”. DK suggested adding wording to exclude bankruptcy.
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Sums unduly paid shall be recovered in accomanit Articles 99 to 103.

The Member States and the Commission shall erteat undertakings which are or have
been subject to a procedure of recovery in accaalaith paragraph 3 following the transfer
of a productive activity within a Member State oward another Member State do not benefit

from a contribution from the Funts

! DK suggested rewording this paragraph.

RB/AB/mem 87
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TITLE VI

M ANAGEMENT , MONITORING AND CONTROLS
CHAPTER |

MANAGEMENT AND CONTROL SYSTEMS

Article 57

General principles of the management and control sgems

The management and control systems of operatisngtammes set up by Member States shall

provide for:

a)

b)

the definition of the functions of the bodiesicerned in managemérnd control and the

allocation of functions within each body;

the respect of the principle of separation oictions between and within such bodies;

procedures for ensuring the correctness andaetywof expenditure declared under the

operational programme;

DK and ITentered a general reservation on the Title pentthegroposal of the Commission
Regulation.

EL and ESentered a general reservation on this Articledohko the Commission Regulation
and to the fact that some provisions of this Aetielere reproduced in this latter Regulation.
1E suggested addingértification of expenditufe
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d)

9)

h)

reliable accounting, monitoring and financigloging systems in computerised fotm:;

a system of reporting and monitoring where rédsponsible body entrusts the execution of

tasks to another body;

arrangements for auditing the functioning of gystems;

systems and procedures to ensure an adequattéraild

reporting and monitoring procedures for irregitikes® and for the recovery of amounts

unduly paid.

IT suggested addingXcept in cases of force majeuLU suggested adding a provision on
the responsibility of the Commission in securing thunctioning of the electronic data
processing systems. Any technical requirements avbialve to be known in advance and
changes in the system with effects to the MembateSthave to be decided jointly with the
Member States. Plsuggested addingAny requirements of the Commission (particularly
technical) that may affect IT systems in MembeteStahould be announced adequately
early, providing enough time to introduce changeES suggested there should be an
assurance that the system works correctly.

BE, ES, FR and AEntered a reservation in relation to the definitod "irregularities”

pending the corresponding provisions on the ComonglegulationDE andAT suggested
differentiating between fraud, mistake and careless. It also asked for a harmonisation with
Commission Regulation 1681/94 (e.g. as regardkther-limit for reporting-obligations).
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Article 58

Designation of authorities
For each operational programme the Member Statk designate the following:

a) a managing authority: national, regional or Igeeblic authority or a public or private
body designated by the Member State to managepi@tional programme;

b) a certifying authority: a national, regionallecal public authority or body designated
by the Member State to certify declarations of exjieire and applications for payment

before they are sent to the Commission;

c) an audit authority: a national, regional or Iqmablic authority or body, provided that it
is functionally independent of the managing autligand the certifying authority,
designated by the Member State for each operatmogramme and responsible for

verifying the effectivé functioning of the management and control system.

The same authority may be designated for moredharoperational programme.

! ESsuggested replacing “effective” bproper’.
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2.  The Member State may designate one or moremetiate bodies to carry out some or all of
the tasks of the Managing or Certifying Authorityder the responsibility of that authority.

3. The Member State shall lay down rules goveritggelations with the authorities referred to

in paragraph 1 and their relations with the Cossioin.

Without prejudice to this Regulation, the Membeat8tshall lay down the mutual relations of
the authorities, referred to in paragraph 1, wisichll carry out their tasks in full accordance

with the institutional, legal and financial systeaighe Member State concerned.

4.  Subject to Article 57, point b), some or alltlé authorities referred to in paragraph 1 may be

located within the same body.

5.  Specific rules on management and control adedawn in the Regulation (EC) No [...], for

operational programmes under the “European teialtoooperation” objective

6. The Commission shall adopt detailed rules tdement Articles 59, 60 and 61 in accordance
with the procedure referred to in Article 104(3)

! ES, NL and ATconsidered that these rules should be in the GeReglation. IT entered a

scrutiny reservation..

IT and ATentered a scrutiny reservation.. DE, IT andiNdicated that the provisions of the
implementing Regulation should be integrated inGloencil Regulation. BEntered a
reservation in relation to Articles 60 and 61.
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Article 59

Functions of the Managing Authority

The Managing Authority shall be responsible for aging and implementing the operational

programme in accordance with the principle of sofimahcial managemehin particular for:

a) ensuring that operations are selected for funliraccordance with the criteria applicable to
the operational programme and that they complythfeir whole implementation period, with

applicable Community and national rules;

b) verifying the delivery of the co-financed prothiand services and that the expenditure
declared by the beneficiaries for operations hasa#lg been incurred and complies with
Community and national rules; verifications on-g8p®t of individual operations may be
carried out on a sample basis in accordance withi¢ailed rules to be adopted by the

Commission in accordance with the procedure redeimen Article 104(3);

c) ensuring that there is a sysfeior recording and storing in computerised fé@wcounting
records of each operation under the operationgrprome and that the data on
implementation necessary for financial managemmatjitoring, verifications, audits and

evaluation is collected;

CY entered a scrutiny reservation linked in partictdethe definition of “beneficiary”.
2 EL, IE and LUsuggested deleting the reference to the prinaps®und financial
management.
IT and LUsuggested insertin@$ far as possible in computerised fdonrecording and
storing detailed accounting records of each opmrati'.
4 CZ, DE, CY and LUsuggested addingvhere possible
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d)

g)

h)

ensuring that beneficiaries and other bodieslirad in the implementation of operations
maintain either a separate accounting system adaquate accounting code for all

transactions relating to the operation withoutyml&je to national accounting rules ;

ensuring that the evaluations of operationagjanmmes referred to in Article 46(3) are

carried out in accordance with Article 45 ;

setting up procedures to ensure that all docusnegarding expenditure and audits required

to ensure an adequate audit trail are held in decme with the requirements of article 88;

ensuring that the certifying authority shalce®e all necessary information on the
procedures and verifications carried out in retatm expenditure for the purpose of

certification;

guiding the work of the Monitoring Committee and providibgith the documents required
to permit the quality of the implementation of thgerational programme to be monitored in

the light of its specific goals

drawing up and, after approval by the Monitorldgmmittee, submitting to the Commission

the annual and final reports on implementation;

ES ,PT and SBuggested replacing "guiding” bgadind'. BE and ELsuggested getting
back to the original proposal in FR, i.e. “animer”.

BE and ITsuggested replacing this point bgdding the Monitoring Committee and
providing it with the documents required to perthg monitoring of the implementation of
the operational programme on a qualitative and dttative basis in the light of its specific
goals".
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) ensuring compliance with the information and leity requirements laid down in Article 68;

k)  providing the Commission with information to@h! it to appraise major projects.

1

Article 60
Functions of the Certifying Authority

The Certifying Authority of an operational programshall be responsible in particular for:

a) drawing up and submitting to the Commissionifiedt statements of expenditure and
applications for payment

b) certifying that:

i)  the statement of expenditure is accurate, re$rdin reliable accounting systems and is
based on verifiable supporting documents,

i) the expenditure declared complies with applleadbommunity and national rules and
has been incurred in respect of operations seléatddnding in accordance with the
criteria applicable to the programme and complyuiity Community and national
rules;

c) ensuring for the purposes of certification tih&as received adequate information from the
Managing Authority on the procedures and verifmasi carried out in relation to expenditure
included in statements of expenditure;

IT suggested adding the text of Article 60 f) as\a peint |).
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d)

taking account for the purposes of certificatodrthe results of all audits carried out by or

under the responsibility of the Audit Authority;

maintaining accounting records in computerisethfof expenditure declared to the

Commission;;

keeping an account of amounts recoverahatel of amounts withdrawn following
cancellation of all or part of the contribution fm operation. Amounts recovered shall be
repaid to the general budget of the European Umioar to the closure of the operational

programme by deducting them from the next statemkeexpenditure.

Article 61

Functions of the Audit Authority

The Audit Authority of an operational programsfall be responsible in particular for:

a) ensuring that audits are carried out to vetigyeffectivé functioning of the

management and control system of the operatioogiramme;

b)  ensuring that auditsre carried out on operations on the basis oparopriate sample

to verify expenditure declaré&d

A W N P

ESsuggested addin@&cording to each systém
ESsuggested replacing “effective” bgdrrect.
FRsuggested replacing "audits" bgohtrols', ES by “checks
ESentered a reservation.
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c) presenting to the Commission within nine mortththe approval of the operational
programme an audit strategy covering the bodieshwvhill perform the auditsreferred
to under subparagraphs a) and b), the method tisdx the sampling method for
audit$ on operations and the indicative planning of autiitensure that the main bodies

are audited and that auditsre spread evenly throughout the programming @grio

d) where a common system applies to several opaadtprogrammes, a single audit

strategy may be submitted under subparagraph c);
e) by[31 March] each year from 2008 to 2015:

i) submitting to the Commission an annual contreport setting out the findings of
the audits carried out during the previous yeaacordance with the audit
strategy of the operational programme and repogmgshortcomings found in
the systems for the management and control ofibgrgmme. The information
concerning the audits carried out in the years5201d 2016 will be included in

the final control report supporting the closureldeation referred to in point (f);

FRsuggested addingid controls.

FRsuggested replacing "audits" byohtrols', ES by “checks.

FRsuggested addingid controls.

BE,DE, CZ, EL,ES, IE, LU, LV, MT, NL, AT, PL,Pand SKsuggested replacing “31
March” by “30 Juné.

> NL, and Skuggested replacing "control" bgudit'.

A W N P
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i) issuing an opinion, on the basis of the corgtrahd audits that have been carried
out under the responsibility of the Audit Authorigs to whether the functioning
of the management and control sstem provides rebd#massurance that
statements of expenditure presented to the Connisaié correct and that the

underlying transactions are legal and redular

iii) submitting, where applicable under Article B8, a declaration for partial closure

assessing the legality and regularity of the exjerelconcerned.

When a common system applies to several operagpogtammes, the information referred
to in point i) may be grouped in a single repartg the opinion and declaration issued under

points ii) and iii) may cover all the operationabgrammes concerned.

f)  submitting to the Commission at the latest byD&tember 2016a closure declaration
assessing thealidity of the application for payment of the final balaacel the legality
and regularity of the underlying transactions ceddny the final statement of
expenditure, which shall be supported by a finatas* report.

2. The Audit Authority shall ensure that the awdiirk takes account of internationally accepted

Saudit standards.

EL suggested replacing “are” bggpear td.

EL, ES, FR, LV, HU and P$uggested reverting back to the text from doc5501, i.e.
“issuing an opinion based on the controls and auzdtsied out as to whether the
management and control system has operated coyteDiE, DK, EL, FR, LV, AT, PT and
UK suggested deleting “and [...] that the underlyirmmgactions are legal and regular”

IT suggested replacing the date by the end of the twelve months following the fd@é of
eligibility of expendituré ESsuggested31 March 2017.

NL and Sisuggested replacing "control" bguidit'.

PT suggested addingptiblic’.
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Where the audits and controls referred to imgaph 1(a) and (b) are carried out by a body
other than the Audit Authority, the Audit Authorighall ensure that such bodies have the

necessary functional independence.

The Commission shall provide its comments oretldit strategy presented under paragraph
1(c) and (d) no later than three months followisgeception. In the absence of comments

within this period it shall be considered to beegted.

CHAPTER Il

MONITORING

Article 62

Monitoring Committee

1. The Member State shall set up a monitoring cdtemior each operational programme, in
agreement with the Managing Authority within threenths starting from the date of the
notification of the decision approving the operagibprogramme to the Member Sfaté

single Monitoring Committee may be set up for saveperational programmes.

! SK and CIONsuggested reverting back to the previous Presyderoposal (Article 61bis
(4)) as it considered essential to have an exglravision on electronic data exchange, to be

placed in Article 65.
2 IT suggested addingvonitoring Committees will hold meetings on a regulasis, generally

at least once a year
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2.

Each Monitoring Committee shall draw up its subé procedure within the institutional, legal
and financial framework of the Member State conedrand adopt them in agreement with
the Managing Authority in order to exercise its siss in accordance to the present

Regulation.

Article 63

Composition

The Monitoring Committee shall be chaired bgpresentative of the Member State or the
Managing Authority.

1

lts composition shall be decided by the MembereStatagreement with the Managing
Authority2

At its own initiative or at the request of th@Mtoring Committee, a representative of the
Commissiorshallparticipatein the work of the monitoring committee in an advis
capacity. A representative of the EIB and the EHyparticipate in an advisory capacity for

those operational programmes to which the EIB eEH makes a contribution.

ES, PT and SBuggested addinghe chairman of the Committee will lead and guiue t
work of the Monitoring Committée

BE and CIONsuggested reverting back to the reference tolarfi@, LV would accept the
same formulation but addingvhere appropriaté BE and CION suggested adding the
Managing Authority as part of the Monitoring Comted.

LU and SEsuggested adding he partners shall promote the balanced participatbf men
and womeh
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Article 64

Tasks

The Monitoring Committee shall satisfy itself aghe effectiveness and quality of the

implementation of the operational programme, iroadance with the following provisions:

a)

b)

d)

it shall consider and approve the criteria fdesting the operations financed within six
months of the approval of the operational prograraneapprove any revision of those

criteria in accordance with programming needs;

it shall periodically review progress made tadgaachieving the specific targets of the

operational programme on the basis of documentsigiga by the Managing Authority;

it shall examine the results of implementatiparticularly achievement of the targets set for

each priority axis and the evaluations referreuh tarticle 46 (3);

it shall consider and approve the annual aral figports on implementation referred to in
Article 66;

it shall be informed of the annual contn@port, or of the part of the report referringhe
operational programme concerned, and of any retea@nments the Commission may make

after examining that report or relating to thattgdithe report;

PT suggested replacing "control” bgudit'.
BE suggested reinstating the original point f) pevwich would read as followsat the
initiative of the Member State, it may be informafcthe reports referred to in Article 27(2)
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f) it may propose to the Managing Authority aryision or examination of the operational
programme likely to make possible the attainmenhefFunds’ objectives referred to in

Article 3 or to improve its management, includitgyfinancial management;

g) it shall consider and approve any proposal torehtbe content of the Commission decision

on the contribution of the Funds.

Article 65

Arrangements for monitoring

1. The Managing Authority and the Monitoring Comiendt shall ensure the quality of the

implementation of the operational programme.

2.  The Managing Authority and the Monitoring Comtext shall carry out monitoring by
reference to financial indicators and the indicsttoeferred to in Article 36 (1)(c) specified in

the operational programme.

Where the nature of the assistance permits, thistita shall be broken down by $end by

the size of the recipient undertakings.

! CION suggested reverting back to the original text,"irelicators of implementation and
results specified in the operational programme".
NL opposed to the breaking down by sex.
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3. Data exchange between the Commission and the MeStatas for this purpose is carried out

electronically, in accordance with the implementintps adopted in accordance with the

procedure referred to in Article 104(3).

Article 66

Annual report and final report on implementation

1. For the first time in 2008 and by 30 June earythe Managing Authority shall send the
Commission an annual report and by 31 December®20fifal report on the implementation

of the operational programme.

2. The reports referred to in paragraph 1 8liatlude the following information in order to

obtain a clear view of the implementation of themgional programme:

a) the progress made in implementing the operdtfmogramme and priorities in relation
to their specific, verifiable targets, with a quéoation, wherever and whenever they

lend themselves to quantification, the indicatefemred to in Article 36 (1)(c) at the

level of the priority axis;

! IT suggested replacing "30 June each yearighin six months of the end of each full
calendar yeal.
2 IT suggested replacing “31 December 2016” dythe latest twelve months after the final

date of eligibility of expenditute
3 NL suggested addingvhere appropriaté
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b)

d)

the financial implementation of the operatiopadgramme, detailing for each priority

axis:

0] the expenditure paid out by the beneficianjuded in payment claims sent to
the managing authority and the corresponding pwaiidribution, the total
payments received from the Commission, and quaatiin of the financial
indicators referred to in Article 65(2);

where appropriate, financial implementation inegreeceiving transitional support shall

be presented separately within each operationgraname;
for information purposes only, the indicativedkdown of the allocation of funds by
categories, in accordance with the implementatidesradopted by the Commission in

accordance with the procedure referred to in arti€l4(3J;

the steps taken by the Managing Authority orNfmitoring Committee to ensure the

guality and effectiveness of implementation, inticatar:

) monitoring and evaluation measures, includintad@llection arrangements;

i)  asummary of any significant problems encouediein implementing the
operational programme and any measures takendingthe response to

comments made under Article 67(2) where appropriate

iii) the use made of technical assistance;

DE suggested deleting this point.
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e) the measures taken to provide information onpadicise the operational

programme;

f)  information about significant problems relatittgthe compliance with community law
which have been encountered in the implementatfidneooperational programme and
the measures taken to deal with them

g) where appropriate, the progress and financingajbr projects;

h) the use made of assistance released followingetlation as referred in Article 99(2) to
the Managing Authority or to another public authgriuring the period of

implementation of the operational programme.

The breadth of information transmitted to the Cossian shall be proportional to the total
amount of public expenditure of the operationalgpaonme concernetlVhere appropriafe

such information may be provided in summary form.

CION considers this text as completely insufficienttfoe purpose. It considers that in line
with the measures discussed in the context oiRbadmap to an integrated internal control
framework, managing authorities should provide egprassurance that they have carried out
their functions so as to comply with the provisaf Article 57 and 59, thus giving the
necessary guarantee on conformity with Community |l&he absence of such

assurance may contribute to a failure to obtgostive DAS with all the negative impact on
public opinion. It strongly suggested replacingoly)'a statement by the managing authority
that it has carried out its functions in relatiom the management and implementation of the
operational programme in compliance with the pstams of Articles 57 and 59
SKsuggested replacing "to the Managing Authorityooanother public authority" byd the
body responsible for making the payments to thefimaries as referred to in Article 36
CION suggested replacin@ppropriaté by a “justified by the limited amount of public
expenditure”.
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Information referred to in points d), €) and h)lshat be included if there was no significant

modification since the previous report

3.  The reports referred to in paragraph 1 shajutged admissible where they contain all the
appropriate information listed in paragraph 2. TGoemmission shall inform the Member State

on the admissibility of the annual report within\i6rking days from the day of its receipt.

4.  The Commission shall inform the Member Statgésobpinion on the content of an admissible
annual report on implementation submitted by the&gng Authority within two months
from the date of receipt. For the final report ba bperational programme, the time limit
shall be a maximum of five months from the datesgkipt of an admissible report. If the
Commission does not respond within the time limidl ldown, the report shall be deemed to

be accepted.

Article 67

Annual examination of programmes

1. Everyyear, when the annual report on implentemtaeferred to in Article 66 is submitted,
the Commission and the Managing Authority shallneixe the progress made in
implementing the operational programme, the prigaipsults achieved over the previous
year, the financial implementation and other fazteith a view to improving

implementation.

Any aspects of the operation of the managementantiol system raised in the annual

controf report, referred to in Article 61(1), point e)iay also be examined.

NL suggested replacing “control” bgtidit’.

15931/05 RB/AB/mem 105
ANNEX DG G | EN



2.  After the examination referred to in paragrapth#& Commission may make comments to the
Member State and the Managing Authority, which lsinébrm the Monitoring Committee
thereof. The Member State shall inform the Comroissif the action taken in response to

those comments.

3.  When theex-postevaluations of assistance granted over the 2008-gfbgramming period,
where appropriate, are available, the overall tesuhy be examined in the next annual

examination.
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CHAPTER Il

INFORMATION AND PUBLICITY

Article 68

Information and publicity

The Member State and the Managing authority feragperational programme shall provide
information on and publicise operations and cosfoe programmes . The information shall
be addressed to European Union citizens and béédg with the aim of highlighting the

role of the Community and ensure that assistarmee the Funds is transparent.

The Commission shall adopt rules implementing Ariscle in accordance with the procedure
laid down in Article 104 (3).

! DK and ATentered a scrutiny reservation relating to the @agion Regulation.
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2. The Managing Authority for the operational prograenshall be responsible for the publicity
in accordance with the implementing rules of theg&ation adopted by the Commission

according to the procedure referred to in Artiddd(B).

CHAPTER IV
RESPONSIBILITIES OF MEMBER STATES AND OF THE COMMIS SION
SECTION1

RESPONSIBILITIES OF MEMBER STATES

Article 69

Management and control

1. Member States shall be responsible for the neanagt and control of operational

programmes in particular through the following sees:

a) ensuring that management and control systenwpfmational programmes are set up in

accordance with Articles 57 to 61 and function etffely and correctf;

IT suggested deleting "in particular through theofwlhg measures".
2 ES, IT and PBuggested deleting this paragraph.).

15931/05 RB/AB/mem 108
ANNEX DG G | EN



b) preventing, detecting and correcting irreguilesittnd recovering amounts unduly paid
together with interest on late payments where gppte. They shall notify these to the
Commission, , and keep the Commission informedhefprogress of administrative and

legal proceedings.

2. When amounts unduly paid to a beneficiary cabeatecovered, the Member State is
responsible for reimbursing the amounts lost togémeeral budget of the European Union,
save when it proves that the loss incurred hadeen caused by its irregularity or

negligencé

3.  The detailed rules for implementing paragraphsd 2 shall be adopted in accordance with

the procedure referred to in Article 104(3)

DE suggested deleting this paragraph. BE andfgested that the burden of the proof was
on the Member States contradicting the provisidmsriocle 5 (2) of Commission Regulation
No 1681/94._CIONndicated that the wording of this paragraph esghme as the one in
Article 23 (1) third indent in the Council Regutai4253/88.

BE and ATentered a reservation. B¥dggested deleting this paragraphconsidered that the
sanctions provided for in article 91(1) c shouldlydye triggered off by a breach of duties laid
down in the Council Regulation, not in the ComnussRegulation. Grounds for suspending
payments given in article 91(1) a) and b) are sidffit. As the article 91 (1) c) refers to
obligations under article 69 (1) and (2), and a&sdtticle 69 (1) a) refers to Articles 57 to 61,
and as article 58 (6) refers to implementing rttelse given by the Commission on articles
referred to in article 69 (1) (i.e. articles 59,4t 61), the goal of stating requirements in the
Council regulation is not achieved.
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Article 70

Setting up of Management and control systems

1. Before the submission of the first interim paytnapplication or at the latest within twelve
months of the approval of each operational progrartila Member States shall submit to the
Commission a description of the systems, covenngarticular the organisation and

procedures of:
a) the managing and certifying authorities andrmeliate bodies,
b) the audit authority and any other bodies cagyiat audits under its responsibility.

2. This description shall be accompanied by a tégetting out the results of an assessment of
the setting up of the systems and giving an opioiotheir compliance with Articles 57 to 61.
If the opinion contains reservations, the repoaflshdicate the seriousness of the
shortcomings. The Member State shall inform then@dssion of the corrective measures to
be taken and the timetable for their implementataod subsequently provide confirmation of

the completion of the measures and the withdrafvéieocorresponding reservatiéns

! PL entered a scrutiny reservation on the obligatiopreparing the compliance assessment
report.

2 ESentered a reservation in all new obligations.r&@uested more clarification on the
consequences of the opinion containing reservatiB8sand ITentered a reservation on this
paragraph. They considered it even stricter tharpthvious version. In case of no reaction of
the Commission after this deadline the plan shalliéemed to be accepted.
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The report referred to in this paragraph shall éented to be accepted, and the first interim

payment shall be made, in the following circumséanc

a) within two months of the date of receipt of teport when the opinion referred to in

subparagraph 2 is without reservations and in lisersce of observations by the

Commission;

b) if the opinion contains reservations, upon aoméition to the Commission that
corrective measures concerning key elements dytbiems have been implemented,
and the corresponding reservations withdravand in the absence of observations by

the Commission within two months of the date offzamation?

3.  The report and the opinion referred to in paaphr2 are established by the Audit Authority or
by a public or private body functionally indepentehthe Managing and Certifying
authorities which shall carry out its work takingcaunt of internationally accepteaudit

standards.

4.  Where a common system applies to several opaetprogrammes, a description of the
common system may be notified under paragraph dnaganied by a single report and

opinion under paragraph 2.

5. The detailed rules for implementing paragraphs 4 shall be adopted in accordance with the

procedure referred to in Article 104¢3)

! EL suggested deletinghd the corresponding reservations withdrawn”.

2 CY, ES and ITentered a reservation on the prior confirmatiohgyCommission about the
completion of corrective measures
PT suggested addingptiblic’.
FR and ATentered a reservation.
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SECTION 2

RESPONSIBILITIES OF THE COMMISSION
Article 71

Responsibilities of the Commission

1. The Commission shall satisfy itself in accordanith the procedure laid down in Article 70
that the Member States have set up managemenbatb@lcsystems that comply with
Articles 57 to 61 and on the basis of the annuatrotf reports and annual opinion of the
audit authority and its own audits that the systémstion effectively during the period of

implementation of the operational programfnes

! EE, HU, PT and Stuggested replacing "control" bgudit'.

2 ESsuggested adding the wording of Article 38 (2Refyulation No 1260/99 as both the
Commission and Member States are responsible afirrdsfinancial management. NL
suggested replacing “control” bypddit’ in this paragraph.
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2. Without prejudice to audits carried out by Mem8tates, Commission officials or authorised
Commission representatives may carry out on-thé-apdits to verify the effective
functioning of the management and control systevhich may include audifsn operations
included in the operational programme, with a mimmof ten working days' notice, except
in urgent cases. Officials or authorised represeemof the Member State may take part in
such audits. Detailed rules concerning the uskat# collected during audits shall be adopted

in accordance with the procedure referred to iichetL04(35.

Commission officials or authorised Commission repreatives, duly empowered to carry out
on-the-spot audits, shall have access to the bad#sll other documents, including
documents and metadata drawn up or received anddegt on an electronic medium, relating

to expenditure financed by the Fund.

The aforementioned powers of inspection shall fflecathe application of national
provisions which reserve certain acts for agengsifipally designated by national legislation.
Authorised Commission representatives shall nat fdet, inter alia, in home visits or the
formal questioning of persons within the framewofkthe national legislation of the Member

State concerned. However, they shall have acoaaformation thus obtained.

ESsuggested replacing “effective” bgdrrect'.

FR and PTsuggested replacing "audits" lyohtrols'.

Flsuggested that some of those details rules sheuildchuded in this paragraph, in
particular a reference to Regulation (EC) No 451260the European Parliament and of the
Council of 18 December 2000 on the protection dividuals with regard to the processing
of personal data by the Community institutions badies anan the free movement of such
data. OJ L 008 , 12/01/2001 P. 0001 - 0022.
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3.  The Commission may require a Member State ty cart an on-the-spatudit® to verify the
effective’ functioning of the systems or the correctnessnef @r more transactions.
Commission officials or authorised Commission repreatives may take part in such audlits.

Article 72

Cooperation with the audit authorities of the Membe States

1.  “The Commission shall cooperate with the audit aitibs of operational programmes to
coordinate their respective audit plans and audihods and shall immediately exchange the
results of audits carried out on management anttal@ystems in order to make the best

possible use of resources and to avoid unjustdigalication of work.

In order to facilitate this cooperation in the cadeere a Member State designates several

Audit Authorities, the Member State may designate@dination body.

The Commission and the Audit Authorities, and therdination body, where such a body
has been designated, shall meet on a regular lyasisrally at least once a year, in order to
examine together the annual corftm@lport and opinion presented under Article 61 and
exchange views on other issues relating to theargment of the management and control of
the operational programmés.

FR and PTsuggested addingt controls.

CION suggested replacing “correct” bgffectivé.

FR and PTsuggested addin@fid controls.

NL suggested replacing “control” bgtidit’ in this paragraph.

EL, FR, AT and PBuggested deleting "generally".

HU, PT and Ssuggested replacing "control" bgudit'.

IT suggested adding he results of these meetings are communicatdwetManaging and
Certifying authorities of the operational programsrie

~N o 0o b~ W NP

15931/05 RB/AB/mem 114
ANNEX DG G | EN



2. In determining its own audit strategy, the Cossian shall identify those operational
programmes for which the opinion on the complianicéne system under Articlé0(2) is
without reservations, or where reservations haes bathdrawn following corrective
measures, where the audit strategy of the Audihdwily is satisfactory and where reasonable
assurance has been obtained that the managemerdrainal systems function effectively on

the basis of the results of audity the Commission and the Member State.

3.  For those programmes, the Commission shallimfitee Member States concerned if it
intends to rely on the opinion referred to in Article 61 e) ii)tviregard to the effective
functioning of the systems. If there are indicasfosf shortcomings of the system affecting
expenditure certified to the Commission for a yleawhich the Audit Authority has
provided an opinion without reservation, the Consiais may require the Member State to
carry out audits in accordance with Article 71(B)tanay carry out its own audits under
Article 71(2).

PL entered a reservation linked to its position oticke 70.

FRsuggested addingid controls.

CION suggested restoring the worgbrihcipally”. EL, FR, IT, NL, AT, PT and UkKopposed
to it.

ESsuggested replacing “effective” bgdrrect.

EL, NL, PT and ATsuggested replacing "indications" videncé CZ, ES, IE and UKy
“evidence to sugg€sSE by "verifications.
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SECTION 3
PROPORTIONALITY IN THE CONTROL OF OPERATIONAL PROGR AMMES*
Article 73
Proportional control arrangements
1. For operational programmes for which the toligilde public expenditure does not exceed

EUR 750 million and for which the level of Communii-financing does not exceed 49%
of the total public expenditite

FRentered a scrutiny reservation.

2 HU entered a reservation on the whole Article. Cl@#¢lared that if this proposal, subject to
modification of paragraph 1 a) could not be acatptavould withdraw its proposal on this
Article. FR entered a scrutiny reservation linkedhe outcome of the financial perspectives
negotiation. LUconsidered that the Article would not apply to €ibjve 3 programmes.

NL suggested replacing “control” bgddit’ in the Article.

3 FRentered a reservation on the proposed threshottisrandered about which provisions
apply if the thresholds are not met. IE, DK, NL dduggested raising the thresholdidE
42-44%. ES, IT and ClIONpposed to the increase of the threshold from 83820%.

4 BE, DE, CY,CZ, LU, DK, IT, ES, MT, NL, LV, SI,5 SK, and CIONsuggested reinserting
a second threshold (fixed amount) and thereforgesstgd further discussirtige previous
compromise proposal, i.e. “For operational prograsfor which the total public expenditure
is less than EUR 750 million and for which the lemeCommunity co-financing does not
exceed 33%". For CY, EL, IE, HU, MT, SK, SI, AT abk those two thresholds should be
an alternative. For CZ, DK, DE, EE, ES, IT, LU, NRT, AT, SE and CIONthey should be
cumulative. BE, FR, LV and Fould accept both options. IE, MT, AT, Fl and WKggested
that the best option was to keep one 40% threskoldMT, NL, S| and SKhe fixed amount
threshold should be lower than 7&@illion. On the contrary, IE, FI, AT and S¢uggested
raising this amount. C¥uggested moreover replacing “total public expemdi by
“Community contributioh CY suggested addingt EUR 300 milliof.
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a) the audit authority is not required to preserthe Commission an audit strategy under
Article 61 (1) (c};

b)  where the opinion on the compliance of the syaiader Article 70 (2) is without
reservations, or where reservations have been maitihvdfollowing corrective measures,
the Commission m&yconclude that it can rely principallpn the opinion referred to in
Article 61 (1) (e) (ii) with regard to the effecifunctioning of the systems, and that it
will carry out its own on the spot audits onlyligte are indicatiofiof shortcomings of
the system affecting expenditure certified to tleen@hission in a year for which an
opinion under Article 61 (1) e) ii) has been praddvhich contains no reservation in

respect of such shortcomifigs

Where the Commission reaches such a conclusishalt inform the Member State
concerned accordingly. Where there are indicatarshortcomings it may also require
the Member State to carry out audits in accordanteArticle 71 (3) or it may carry
out its own audifsunder Article 71 (2)

! DK, EL, FR, IE, NL and SEuggested reinstatingdr an annual control report under Article
61 (1) (e) (i)". HU suggested deleting the whole paragraph.

AT, SE and UKsuggested replacing "may" bgtall".

AT suggested deleting “principally”.

EL, IE, NL and UKsuggested replacing "indications" lvidencé Moreover, UK
suggested addingfear’ before 'evidenceé SE suggested replacing “indications” by
“verifications.

AT and UK considered that the Commission should automagicaly principally on the
Member State's audit controls when proportionadgditions are met.

FRsuggested addingid controls.
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2. For the operational programmes referred to ragraph 1, a Member State may in addition
exercise the option to establish according to natiaules the bodies and procedures for

carrying out:

a) the functions of the managing authority in lielato the verification of the co-financed

products and services and expenditure declared éadele 59 (b};

b) the functions of the certifying authority undheticle 60; and

c) the functions of the audit authority under Adi61.

Where a Member State exercises this option it neetito designate a certifying authority

and an audit authority under Article 58 (1) poifitsand (c).

The provisions of Article 70 shall apply mutatis temdis.

When the Commission adopts implementing rules ¢itkss 59, 60 and 61, it shall specify
the provisions which shall not apply to operatiopr@grammes for which the option in this

paragraph has been exercised by the Member Staterced

CY wondered why only point b) was covered.
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TITLE VII
FINANCIAL MANAGEMENT

CHAPTER |
FINANCIAL MANAGEMENT

SECTION 1
BUDGET COMMITTMENTS

Article 74

Budget commitments

1. The Community budget commitments in the openaliprogrammes (hereinafter “budget
commitments”) shall be effected annudligr each Fund during a period between 1 January
2007 and 31 December 2013. The first budget comemtrshall be made before the adoption
by the Commission of the decision approving theraj@nal programnfe Each subsequent
commitment shall be made, as a general rule by@30 dach year, by the Commission on the

basis of the decision to grant a contribution fribve Funds referred to in Article 31.

2. When the Member State does not propose any ioaiiiin of the operational programmes
referred to in Article 36(5) or any payment hasrbeade, the Member State may request, by
September 30of the year n at the latest, the transfer of amgmitments of the operational
programmes related to the national contingencyveseferred to in Article 49 to other
operational programmes. The Member State shalifgprats request the operational

programmes benefiting from that transfer.

HU and ATwondered about the possibility of adapting thdilgaf budget commitments to
the events that might arise during the programmegod. CIONsaid that the budget
commitments profile would be determined by theriicial perspectives negotiations.
CION indicated that this provision reflected Article @fithe Financial Regulation.
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SECTION 2
COMMON RULES FOR PAYMENTS

Article 75

Common rules for payments

1. Payments by the Commission of the contributromfthe Funds shall be made in accordance
with the budget appropriations. Each payment diejosted to the earliest open budget

commitments of the Fund concerned.

2.  Payments shall take the form of pre-financinggnm payments and payment of the final
balance. They shall be made to the body desigitgtéide Member State.

3. Atthe latest by the end of Februagyery year, the Member States shall send the
Commission a provisional forecast of its likely pant applications for the current financial

year and the subsequent financial year.

4.  All exchanges concerning financial transactibesveen the Commission and the authorities
and bodies designated by the Member States shaiblde by electronic means, in
accordance with the implementing rules adoptechbyGommission according to the
procedure referred to in Article 104(3). In cask®rce majeureand in particular of
malfunction of the common computerised systemlack of a lasting connection, the

Member State may forward the statement of expereddnd the payment application in hard

copy.

! DE,EE,ES,FR,IE, IT, CY, LU, MT, NL, AT, PL, TR SK and Slpreferred the date of 30
April along the lines of Article 32(7) of RegulaticNo 1260/99. For EE could be end of
March. BEsuggested that the end of February would be piatiy difficult for cross-border
cooperation programmes.
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Article 76

Common rules for calculating interim payments and yments of the final balance

Interim payments and payments of the final balatadl be calculated by applying the co-financing
rate laid down in the decision on the operatiomagpmme for each priority axis to the eligible
expendituré mentioned under that priority axis in each statenoé expenditure certified by the

certifying authority.

However the Community contribution through the iimepayments and payments of the final
balance shall not be higher than the public contidm mentioned for each priority axis in each

statement of expenditure

Article 77

Statement of expenditure

1. All statements of expenditure shall include,dach priority axis, the total amount of eligible
expenditure paid by beneficiaries in implementimg doperations and the corresponding
public contribution paid or due to be paid to tiemeficiaries according to the conditions
governing the public contribution. Expenditure plbydbeneficiaries shall be justified by

receipted invoices or accounting documents of edent probative value.

! DE suggested that a limited amount of private furdsikd be used but on the condition that
adequate public means are ensured.

2 CZ and DKentered a reservation linked to Article 51. ES Andntered a general reservation
linked to the definition of beneficiary in Articl2 They suggested including here the
corresponding provisions of Regulation 1260/99
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However, as regards aid schemes within the meanfiAgticle 87 of the Treaty only, in
addition td the conditions set out in the previous subpardgrdye public contribution
corresponding to the expenditure included in aestant of expenditure shall have been paid

to the beneficiaries by the body granting the?aid.

2.  Statements of expenditure shall identify, fartheaperational programme, the elements

referred to in the paragraph 1relating to the negji@ceiving transitional assistance.

3. Inthe case of major projects as defined inchatB8, only expenditure related to major
projects already adopted by the Commission maydtleded in the statements of

expenditurd

4.  Where the contribution from the Funds is cal@dan reference to the public expenditure
with reference to article 51(2) any informationexpenditure other than public expenditure

does not affect the amount due as calculated obasis of the payment requiest

EL and ITsuggested replacing “in addition to” b&$ derogation to

ES and FRsuggested deleting this paragraph CY andijgested simplifying paragraph 1,
including an exception worded as follows limited amount of advances should be eligible
expenditure _PT suggested moreover addingot exceeding 30% of total aid

ES, supported by CZ, EL, HU, IT, CY, LT, PT, SI, B@d ROsuggested replacing this
subparagraph by the following wording:

"However, as regards aid schemes within the meaoiticle 87 of the Treaty and in the
case of aid granted by bodies designated by Mei@tates only, in addition as a derogation
to the conditions set out in the previous subpaapbr the expenditure included in a
statement of expenditure shall have been be thenelprre paid to the beneficiaries [...] by
the body granting the aid. In these cases at thiggba final closure of the operational
programme the eligible expenditure shall be thesexiiture paid by the public or private
firms or bodies carrying out the projects.”

EL suggested deleting this paragraph.

CION suggested deleting this paragraph as it createftision.
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5. As derogation to paragraph 1, as regards fiahpaigineering actions such as venture capital
funds, guarantee funds and loan funds, includwoge organised through holding funds, the
expenditure certified to the Commission shall kettital expenditure paid in establishing or

contributing to such funds or holding funds.

However at the partial or final closure of the @temal programme the eligible expenditure
shall be the total of :

a) any payments for investment in enterprises baaoh of the above-mentioned funds, or

b) any guarantees provided including amounts cotacthds guarantees by guarantee funds,

and
c) eligible management costs.
The cofinancing rate shall be applied to the elegdxpenditure paid by the beneficiary.
The corresponding statement of expenditure shatbbected accordingfy.
6. Inthe case of financial engineering actionsy iaterest returned to the Funds after
remuneration of the Funds, resources returnedetopleration from investments or left over

after all guarantees have been honoured shallusedeor the benefit of small and medium

sized enterprises.

DE suggested deleting this paragrapB.entered a reservation on the whole paragraph.
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Article 78

Accumulation of pre-financing and of interim paymerts

1. The cumulative total of pre-financing and intepayments made shall not exceed 95% of the

Funds’ contribution to the operational programme.

2. When this ceiling is reached, the certifyinghauity shall continue transmitting to the
Commission any certified statement of expendituréhe 31 December of the year n, as well
as the amounts recovered during the year for eant, Rt the latest by the end of February of

year n+1.

Article 79

Wholeness of payment to beneficiaries

Member States shall satisfy themselves that theebadsponsible for making the payments ensure
that the beneficiaries receive the total amourhefpublié contribution s quickly as possible and
in full. No amount shall be deducted or withheldy any further specific charge or other charge

with equivalent effeétshall be levied that would reduce these amoumtth&beneficiaries.

! IT entered a general reservation linked to the dedfmof beneficiary in Article 2.
SKsuggested replacing “public contribution” gyublic co-financed contributidn
1E suggested deleting “or other charge with equivtadéiect” and preferred the text of Article

32(1) subparagraph 5 of Regulation No 1260/99.
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Article 80

Use of the euro

1. Amounts set out in the submitted operationagmmmes of the Member States, certified
statements of expenditure, payment applicationesspenditure mentioned in the annual and

final report of implementation shall be denominateduro.

2.  Commission decisions on operational program@esmission commitments and payments,

shall be denominated and carried out in euro.

3.  Member States which have not adopted the eutfte@rscurrency on the date of the payment
application shall convert into euro the amountexgfenditure incurred in national currency.
This amount shall be converted in euro using thathlp accounting exchange rate of the
Commission in the month during which the expendituas registered in the accounfghe
certifying authority of the operational programnuoacerned. This rate shall be published

electronically by the Commission each month.

4.  When the euro becomes the currency of a Menmtlage, She conversion procedure set out in
the preceding paragraph shall continue to appafitexpenditure recorded in the accounts by
the certifying authority before the date of entrioiforce of the fixed conversion rate between

the national currency and the euro.
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SECTION3

PRE-FINANCING

Article 81

Payment

1. Following the Commission decision approving ¢batribution from the Funds to each
operational programme, a single pre-financing arheball be paid by the Commission to the
body designated by the Member State.

The pre-financing amount shall be paid in différi@stalments as follows:

€)) 2% of the contribution of the Structural Funalshat operational programme, in
2007 and 3% in 2008 for Member States that accedtte EU before 2004,

(b) 2% of the contribution of the Structural Funidghat operational programme in 2007,
3% in 2008 and 2% in 2009 for Member States the¢@ed to the EU after 30 April
2004,

(c) 2% of the contribution of the Cohesion Fundhat operational programme in 2007,
3% in 2008 and 2.5 % in 2009 for Member Statesdhaeded to the EU before 2004;

(d) 2.5 % of the contribution of the Cohesion Famdhat operational programme in 2007,
4% in 2008 and 4% in 2009 for Member States the¢@ded to the EU after 30 April
2004;.

2.  The total amount paid as pre-financing shalidsmbursed to the Commission by the body
designated by the Member State if no payment aqipdic under the operational programme
is sent within twenty-fodrmonths of the date on which the Commission pagitkt

instalment of the pre-financing amount.

DE suggested replacing "twenty-four” byvelve'.
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Article 82

Interest

Any interest generated by the pre-financing shallgosted to the operational programme
concerned, being regarded as a resource for thebleleBtate as national public contribution and
shall be declared to the Commission at the tinth@final closure of the operational programme.

Article 83

Clearance

The amount paid as pre-financing shall be totd#aed from the Commission accounts when the

operational programme is closed in accordance Aiiticle 87 of this Regulation .

IT entered a reservation as it preferred the orighi@N proposal.
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SECTION 4
INTERIM PAYMENTS

Article 84

Interim payments®

1. Interim payments shall be made for each operatiprogramme. The first interim payment
shall be made in accordance with the provisiorardle 70(2).
2
Article 85
Acceptability of payment applications
1. Each interim payment made by the Commission beadubject to the following conditions

being met:

a) the Commission must have been sent a paymelitatpm and a statement of

expenditure in accordance with Article 77;

PL entered a reservation on this Article linked tdide 70.

2 AT suggested that minimum requirements could be deddun the Commission Regulation.
IT opposed to the deletion of this paragraphskggested adding two sentences from Article
70(2), i.e.: 1f the opinion contains reservations, the reporlsindicate the seriousness of
the shortcomings. The Member State shall infoeGbmmission of the corrective measures
to be taken and the timetable for their implemeamtand subsequently provide confirmation
that the reservations have been withdrawn. If thi@ion referred to in this paragraph is
without reservations, and in the absence of obsems by the Commission within 2 months
of the date of its receipt, it shall be considetethe accepted and the Commission shall make
the first interim payment as referred to in Arti8é4'.
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b) the managing authority must have sent the Cosianighe most recent annual

implementation report n accordance with Articlel§&nd (3);

c) the absence of a reasoned opinion by the Cornamigsrespect of an infringement
under Article 226 of the Treaty, as regards theatn (s} for which the expenditure is

declared in the payment application in question.

2. If one or more of these conditions referrechtparagraph 1 are not met, the Member State
and the certifying authority shall be informed thg Commission within a deadline of one

monttf so that the necessary steps can be taken to refimedituation.

Article 86

Date of presentation of payment applicationand payment delays

1.  The certifying authority shall satisfy itselfttrequests for interim payments for each
operational programme are grouped together andedéime Commission, as far as possible,
on three separate occasions a year. For a paymbatrhade by the Commission in the

current year, the latest date on which a paymeplicgtion shall be submitted is 31 October.

2.  Subject to available funding, and the absen@safspension of payments in accordance with
article 91, the Commission shall make the interayrpent no later than two months after the
date on which a payment application meeting theralsonditions referred to in Article 85 is

registered with the Commission.

ESsuggested replacing “operation(s)” axpenditure declared
2 AT suggested adding he suspended payment request takes effect thfoliidfnent of the
aforementioned condition’s.
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SECTION 5
PROGRAMME CLOSURE AND PAYMENT OF FINAL BALANCE

Article 86 bis (ex 97)
Partial closure

1. Partial closure of operational programmes maybhde at periods to be determined by the

Member State.
Partial closure shall relate to operations cotepleluring the period up to 31 December of
the previous year. For the purposes of this Reiguiaan operation shall be deemed

completed where the activities under it have betuadly carried out and for which all

expenditure of the beneficiaries and the corresimgnpublic contributioh have been paitl

2.  Partial closure shall be made on condition thatMember State sends the following to the
Commission by 30 June of a given year:
a) a statement of expenditure relating to operatreferred to in paragraph 1;

b) adeclaration for partial closure in accordantt Article 61 (1)(e)(iii).

DK entered a reservation linked to the definitioripfblic expenditure”.
2 PTsuggested deleting “and the corresponding publntribution”.
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3.  Any financial corrections made in accordance Witticles 99 and 100 concerning operations
subject to a partial closure shall be net financiatections.
Article 87
Conditions for the payment of the final balance
1. The Commission shall pay the final balance mredithat:
a) the Member State has sent a payment applicetimprising the following documents
by 31 December 2016
b) an application for payment of the final balaacel a statement of expenditure in
accordance with Article 77,
c) the final implementation report for the operaibprogramme, including the
information set out in Article 66;
d) aclosure declaration referred to in Article B{f); and
e) the absence of a reasoned opinion by the Conamissrespect of an infringement
under Article 226 of the Treaty, as regards theatn (s for which the expenditure is
declared in the payment application in question.
! EL, ES, FR and P$uggested deleting this paragraph.
2 IT suggested replacing "31 December 2016"diytle latest twelve months after the final
date of eligibility of the expenditute
3 ES suggested replacing “operation(s)” bygenditure declaréd
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2. Failure to send any of the documents referrad poevious paragraph to the Commission
shall automatically result in the decommitmentha final balance, in accordance with
Article 92",

3.  The Commission shall inform the Member Stat#sobpinion on the content of the closure
declaration referred to in paragraph 1(c), withimé&nth$ of the date of its receipt. The
closure declaration shall be deemed to be accaptbe absence of observations by the

Commission within a deadline of five months.

4.  Subject to available funding, the Commissionlgyey the final balance within no more than
forty-five days from the date on which it accepit® final report in accordance with
Article 66 (4) and the closure declaration refeti@th paragraph 1(c) whichever is the latest

date.

Without prejudice to paragraph 4, the balancéefitudgetary commitment shall be
decommitted twelve months following the paymente Tlosure of the operational

programme is the earliest of the three followingres:

a) the paymentof the final balance determined by the Commissiotthe basis of the
documents referred to in paragraph 1;

b) the sending of a debit note for sums unduly pgithe Commission to the Member
State in respect of the operational programme;

c) the de-commitment of the final balance of thddmiary commitment.

The Commission shall inform the Member State altoeidate of the closure of the

operational programme within a deadline of two rhent

! AT entered a reservation linked to further discussmm Article 92.

2 EL, FR and NLsuggested adding the possibility for the Commissibmaking observations.
They underlined the independence of the Audit Atth@and requested a statement from the
Commission stating that the Audit Authority shoalst modify its declaration following the
Commission comments.

% PTsuggested addingtder".
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Notwithstanding the results of any audits perfed by the Commission or the European
Court of Auditors, the final balance paid by then@nission for the operational programme
can be amended within nine months of the date aoharhis paid or, where there is a
negative balance to be reimbursed by the Memlage Swithin nine months of the date on
which the debit note is issued. Such amendmeriteobalance shall not affect the date of the

closure of the operational programme as set oparagraph 3.

Article 88
(ex 88 + ex 98)

Avalilability of documents

1.  Without prejudice to the rules governing Stateumder Article 87 of the Treaty, the
Managing Authority shall ensure that all the supipgrdocuments regarding expenditure and

audits on the operational programme concernedepeadvailable for the Commission and the

Court of Auditors for:

a) a period of three years following the closurarooperational programme as defined in

Article 87 (3),
b) a period of three years following the year inchhpartial closure took place, in the case

of documents regarding expenditure and audits enadjns referred to in paragraph 2.

These periods shall be interrupted either in #se ©f legal proceedings or at the duly

motivated request of the Commission.
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2. The managing authority shall make availabldhe@@ommission on a request a list of
completed operations which have been subject trteapclosure under Article 86 bis.

3.  The documents shall be kept either in the fofthe originals or in versions certified to be in

conformity with the originals on commonly acceptida carriers.

SECTION 6
INTERRUPTION AND SUSPENSION OF PAYMENTS

Article 89

Interruption of the payment deadline

1. The payment deadline may be interrupted by titieoaising officer by delegation within the
meaning of Regulation (EC, Euratom) No 1605/2002afmaximum period of six months:if

a) there are clear indicatidnsontained in dreport of a national or Community audit body of a

significant deficiency in the functioning of the nemement and control systems
4

! EL suggested replacing “six” by “three” (for Eif there are only indications and six if there
is evidence).
EL, ES and L\suggested replacing "indications" lgvidence to suggést

PT and SEsuggested adding “final”.
CION opposed to the deletion made by the Presidercybi. that officer requires additional
information from the national authorities in theggess of monitoring the observations made

under the annual review as referred to in Arti6lé or".
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b) that officer has to carry out additional verifications following information coming
to his notice which alerted him that expenditure ina certified statement of

expenditure is linked toa serious irregularity which has not been corecte

2. The Member State and the certifying authotiigisbe informed immediately of the reasons
for the interruption. The interruption shall be edds soon as the necessary measures have

been taken by the Member State.

Article 90
Withholding of payments

[.]

Article 91

Suspension of payments

1.  Allor part of the interim payments at the leg€&priorities or programmes may be suspended

by the Commission where:

a) there is a serious deficiency in the managelmathicontrol system of the programme
which affects the reliability of the procedure tartification of payments and for which

corrective measures have not been taken; or

b) expenditure in a certified statement of expendits linked to a serious irregularity

which has not been corrected; or

! ESentered a reservation on the Article. ES, |IE aha#&led for more accuracy in the
drafting.
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c) aMember State has not complied with its obiayet under Articles 69 (1) and (2)
2

2.  The Commission may decide to suspend all orgéanterim payments after having given the

Member State the opportunity to present its obsenva within a period of two months.

3.  The Commission shall end suspension of all drgfanterim payments where the Member
State has taken the necessary measures to enalsigsipension to be lifted. Where the
required measures are not taken by the Member, $t@t€ommission may adopt the
decision to cancel all or part of the Communitytatition to the operational programme, in

accordance with article 100.

! DE entered a scrutiny reservation on the referenéetiole 69. ES, Fl and P$uggested
deleting this point.

2 CION suggested adding a provision on withholding ofnpagts subject to certain conditions
(based on the original Article 90).
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SECTION7?

AUTOMATIC DECOMMITMENT

Article 92

Principles

1. The Commission shall automatically decommit past of a budget commitment in an
operational programme that has not been used fongat of the pre-financing or interim
payments, or for which it has not received an apgilbn for payment, in conformity with
Article 85, by 31 December of the second year filhg the year of budget commitment

under the programme, with the exception mentionquhragraph 1 bis.

1bis. For Members States whose GDP from 2001 @3 2¢éas below 85% of the EU25 average in
the same period, the deadline referred to in papmgt shall be the 31 December of the third
year following the year of the annual budget commeitt made in 2007 until 2010 included

under their operational programmes..

This deadline should also apply to the annual budgmmitment from 2007 to 2010 in an
operational programme falling under the Europeanitadeial cooperation objective if at least

one of the participants is a Member State refeteth the above paragraph.

2.  That part of commitments still open on 31 Decen#®15 shall be automatically
decommitted if the Commission has not receivedcaeatable payment application for it by
31 DecembeR016.

AT entered a scrutiny reservation on the whole sectio
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3.  If this Regulation enters into force after 1y 2007, the period after which the first
automatic decommitment as referred to in paragliaptay be made shall be extended, for the
first commitment, by the number of months betwe&arduary 2007 and the date of the first

budget commitment.

Article 93

Period for interruption for major projects and aid schemes

When the Commission takes a decision to authormeajar project or an aid scheme, the amounts
potentially concerned by the automatic decommitnséiatl be reduced by the annual amounts

concerned by such major projects or aid schemes.

For these annual amounts the starting date focdloaillation of the automatic decommitment
deadlines referred to in Article 92 shall be thted# the subsequent decision necessary in order to

authorise such operations .
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Article 94"

Period of interruption for legal proceedings and adhninistrative appeals

The amount potentially concerned by the automaamthmitment shall be reduced by the amounts
that the certifying authority has not been ablddolare to the Commission because of operations
delayed by a legal proceeding or an administratpgeal having suspensory effect, on condition
that the Member State sends the Commission infeomatating the reasons by 31 December of the

second or third year following the year of the geidcommitment as laid out at Article 92.

For that part of commitments still open on 31 Delben2015, the time limit referred to in
Article 92(2) shall be interrupted under these saomlitions for the amount relating to the

operations concerned.

The above mentioned reduction can be requestedibiheesuspension lasted up to one year or
several times for the number of years betweendtal lor administrative decision suspending the

implementation of the operation and the date ofitred legal or administrative decision.

LU suggested a reflection should be made on proasielating to prescription.
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Article 95

Exceptions to the automatic decommitment

The following shall be disregarded in calculating ailutomatic decommitment:

a) that part of the budget commitment for whichagrpent application has been made but
whose reimbursement has been interrupted or sdegddsy the Commission on
31 December of the second or third year followtimg year of the budget commitment as laid
out at Article 92 and in accordance with Articlé&sahd 91. When the problem resulting in
the interruption or suspension has been resolhedawtomatic decommitment rule shall be
applied to that part of the budget commitment wiigchot legal or regular

b) that part of the budget commitment for whichagtmpent application has been made but whose

reimbursement has been capped in particular dadack of budget resources

c) that part of the budget commitment for whichas not been possible to make an acceptable
payment application for reasonsfofce majeureseriously affecting implementation of the
operational programme. The national authoritiesrilteg force majeuranust demonstrate its
direct consequences on the implementation of gdbor of the operational programme.

EL suggested reverting back to the Pesidency proposal, i.eWhether these amounts are
finally taken into account or not shall depend ba butcome of the problem resulting in the
interruption or suspension of paym&ntES and NLsuggested replacing€gal or regular "
by i.e. "not eligible". EL suggested addin@$ additional part of the budget commitment of
the year of the resolutién

ESsuggested deleting point b).
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Article 96

Procedure

1. The Commission shall inform the Member State thedauthorities concerned in good time
whenever there is a risk of application of the en#tic decommitment provided for in
Article 92. The Commission shall inform the Memi&¢ate and the authorities concerned of
the amount of the automatic decommitment resuftioigy the information in its possession.

2. The Member State shall have two months' time frioendate of receipt of that information to
agree to the amount or submit its observations.ddramission shall carry out the automatic
decommitment not later than nine months afterithe timit referred to in Article 92.

3.  The Fund’s contribution to the operational pemgme shall be reduced, for the year
concerned, by the amount automatically decommiffeé. Member State shall produce
within two months of the date of decommitment dged financing plan reflecting the
reduced amount of assistance over one or seveoaitigs of the operational programme.
Failing this, the Commission shall reduce the anwatiocated to each priority axis in

proportion.
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SECTIONS8

142

PARTIAL CLOSURE
Article 97
[...]
Article 98
[...]
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1.

CHAPTER I

FINANCIAL CORRECTIONS

SECTION1

FINANCIAL CORRECTION BY THE MEMBER STATES

Article 99

Financial corrections by Member States

The Member States shall in the first instanae biee responsibility for investigating
irregularities, acting upon evidence of any majuairtge affecting the nature or the conditions
for the implementation or control of operationperational programmes and making the

financial corrections required.

The Member State shall make the financial ctioes required in connection with the
individual or systemic irregularities detected peaations or operational programmes. The
corrections made by a Member State shall consisameelling all or part of the public
contribution from the operational programme.. ThenMber State shall take into account the

nature and gravity of the irregularities and tmaficial loss to the Fund.

The Community funds released in this way may besed by the Member State until
31 December 2015 for the operational programmeearoed in accordance with the

provisions referred to in paragraph 3.

1

BE, DE, EL and E®ntered a reservation. They also indicated thae thieould be a
differentiation between irregularities and admirsigve errors.
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The contribution cancelled in accordance wittageaph 2 may not be re-used for the
operation or operations that were the subject®ttrrection, nor, where a financial
correction is made for a systemic irregularity, darsting operations within whole or part of

the priority axis where this systemic error occdrre

In the case of systemic irregularity the MemBete shall extend its enquiries to cover all

operations liable to be affected.

SECTION 2

FINANCIAL CORRECTIONS BY THE COMMISSION

Article 100

Criteria for the corrections

1. The Commission may make financial correctionsdnycelling all or part of the Community
contribution to an operational programme wheresrafarrying out the necessary
examination, it concludes that:

a) there is a serious deficiency in the manageethicontrol system of the programme
which has put at risk the Community contributioreatly paid to the programme;

b) expenditure contained in a certified statemémixpenditure is irregular and has not
been corrected by the Member State prior to th@iogeof the correction procedure
under this paragraph;

c) aMember State has not complied with its obiayet under Article 99 prior to the

opening of the correction procedure under thisgragh.
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2. The Commission shall base its financial coroegion individual cases of irregularity
identified, taking account of the systemic natfréhe irregularity to determine whether a

flat-rate or extrapolated correction should be isoidl

3.  The Commission shall, when deciding the amot@iataprrection, take account of the nature
and gravity of the irregularity and the extent éindncial implications of the deficiencies

found in the operational programme concerned.

4.  Where the Commission bases its position ongbes festablished by auditors other than those
of its own services, it shall draw its own conctuns regarding the financial consequences,
after examining the measures taken by the Memlage $oncerned under Article 99(2), the

reports supplied under Article 69(1)(b), and arpties from the Member State.

5. When a Member State does not respect its oldigabs referred to in Article 13(4), the
Commission may, in relation to the degree of n@peet of this obligation, make a financial
correction by cancelling all or part of the Commntymiontribution to the Member State

concerned

! SEsuggested reverting back to the Commission propD&aentered a reservation as to the
criteria according to which the Commission woulé ts evaluate whether there is or not a
systemic error. It requested also more precisicio #se procedure applied.

2 CZ, HU, LT and SKsuggested deleting this paragraph.gPiered a reservation. SE
suggested reverting back to the Commission propb&asuggested making clear the level of
the financial correction applied.
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Article 101

Procedure

1. Before taking a decision on a financial cori@ttithe Commission shall open the procedure
by informing the Member State of its provisionahclusions and requesting the Member
State to submit its comments within tmonths.

Where the Commission proposes a financial corneaiiothe basis of extrapolation or at a
flat raté, the Member State shall be given the opportupityemonstrate, through an
examination of the documentation concerned, thaattiual extent of irregularity was less
than the Commission's assessment. In agreementhgitGommission, the Member State
may limit the scope of this examination to an appiaie proportion or sample of the
documentation concerned. Except in duly justifiadas, the time allowed for this
examination shall not exceed a further period af tmonths after the two-month period

referred to above.

2. The Commission shall take account of any evideupplied by the Member State within the
time limits mentioned in paragraph 1.

3.  Where the Member State does not accept thegiooal conclusions of the Commission, the
Member State shall be invited to a hearing by then@ission, in which both sides in
cooperation based on the partnership make effrtsach an agreement concerning the

observations and the conclusions to be drawn ffemt

4. In case of an agreement, the Member State ragea€ommunity Funds concerned in
conformity with Article 99(2), second subparagraph.

! AT suggested replacing “two” bydur’ in both subparagraphs.
2 DE entered a reservation.
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5.

In the absence of agreement, the Commissiohtskala decision on the financial correction
within six months of the date of the hearing takargount of all information and

observations submitted during the course of thequtore. If no hearing takes place, the six-
month period shall begin to run two months afterdiate of the letter of invitation sent by the

Commission.

Article 102

Repayment

Any repayment due to be made to the generaldiuwafghe European Union shall be effected
before the due date indicated in the order forwvegodrawn up in accordance with Article 72
of the Financial Regulation applicable to the gahleudget of the European Communities

This due date shall be the last day of the secamtimfollowing the issuing of the order.

Any delay in effecting repayment shall give igenterest on account of late payment,
starting on the due date and ending on the dadeta&l payment. The rate of such interest
shall be one-and-a-half percentage points aboveateeapplied by the European Central
Bank in its main refinancing operations on thetfiverking day of the month in which the

due date falls.

Article 103

Obligations of Member States

A financial correction by the Commission shall pogjudice the Member State's obligation to

pursue recoveries under Article 99(2) and to recetatde aid under Article 87 of the Treaty under
Article 14 of Regulation (EC) No 659/1999.

Regulation (EC) No 1605/2002, OJ L 248, 16.9.2002.
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TITLE VI

COMMITTEES

CHAPTER |
COORDINATION COMMITTEE OF THE FUNDS

Article 104

Committee and procedures

1. The Commission shall be assisted by the ERDRg€lon Fundand ESF Coordination

Committee of the Funds (hereinafter: the “commijtee

2. Where reference is made to this paragraph,beegdure laid down in Articles 3 and 7 of
Decision 1999/468/EC shall apfly

3.  Where reference is made to this paragraphptieeedure laid down in Articles 4 and 7 of

Decision 1999/468/EC shall apply.

The period referred to in Article 4(3) of Decisit899/468/EC is fixed at three month.

4.  The committee shall draw up its rules of procedu

5.  The EIB and the EIF shall appoint a non-votiagresentative.

! Flreminded its proposal on including a draft statent@ the Council minutes. (ADD 1 to
doc. 10554/05).

2 EL suggested to include the rest of the elementsiarestt in Regulation No 1260/99, in
particular those referred to the tasks of the Cassion. It argued that Decision No 1999/468
concerned only procedures and not tasksuggested including a more precise description of
the tasks of the Committees.
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CHAPTER Il

COMMITTEE UNDER ARTICLE 147 OF THE TREATY

Article 105
Committee under Article 147 of the Treaty

1. The Committee set up under Article 147 of theafy shall be composed of one government
representative, one representative of the workeggnisations and one representative of the
employers' organisations from each Member State.Mé&mber of the Commission
responsible for chairing the Committee may deletfseresponsibility to a senior

Commission official.

2. Each Member State shall nominate a represeatatid an alternate for each representative of
each category referred to in the previous paragdapghe absence of one member, the

alternate shall be automatically entitled to takg p the proceedings.

3. The members and alternates shall be appointéaeb@ouncil, acting on a proposal from the
Commission, for a period of three years. They maydappointed. The Council shall, as
regards the composition of the Committee, endeatmeansure fair representation of the
different categories concerned. For the items eratfenda affecting it, the EIB and the EIF

may appoint a non-voting representative.

15931/05 RB/AB/mem 149
ANNEX DG G | EN



4.  The Committee shall
(@) deliver its opinion on the implementing ruléstos Regulation;

(b) deliver opinions on the draft Commission demwisirelating to programming, in the case

of support from the ESF;

(c) be consulted when it deals with the categasfetechnical assistance measures referred
to in Article 43 in the case of support from theFESnd other relevant issues having an
impact on the implementatibof employment, training and social inclusion stgies

at EU level *relevant to the ESF

5.  The Commission may consult the Committee ontepresother than those referred to in

paragraph 4.

6.  For their adoption, the opinions of the comneittdall require an absolute majority of the
votes validly cast. The Commission shall inform toeenmittee of the manner in which it has

taken account of its opinions.

! DE suggested deleting this sentence following itstgmson technical assistance for the
Commission.
IT suggested deleting “implementation”.
IT suggested addinghd their implementatidn
IT suggested addinghd other policies".
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TITLE IX

FINAL PROVISIONS

Article 106

Transitional provisions

1. This Regulation shall not affect the continuattw modification, including the total or partial
cancellation, of assistance co-financed by thec8iral Funds or of a project co-financed by
the Cohesion Fund approved y the Commission obdbkes of Regulations (EEC) No
2052/88, (EEC) No 4253/88, (EC) No 1164/94 and (NE€).260/1999, or any other
legislation which applies to that assistance o8tember 2006, which shall consequently

apply thereafter to that assistance or projects tineir closure.

2. While taking decision on operational programnties, Commission shall take account of any
assistance co-financed by the Structural Fund$ anyproject co-financed by the Cohesion
Fund already approved by the Council or by the Casion before the entry into force of
this Regulation and having financial repercussuiuréng the period covered by those

operational programmes.
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3. By derogation to Article 32 (4) of RegulationQEn°® 1260/99, partial sums committed for
assistance co-financed by the ERDF or the ESF ap@rby the Commission between
1 January 2000 and 31 December 2006 for whichehéied statement of expenditure
actually paid, the final report on implementatitre statement refereed to in Article 38(1) f
of the same Regulation have not been sent to then@ssion within 12 months of the final
date of eligibility of expenditure laid down inetliecision granting a contribution from the
Funds, shall be automatically decommitted by then@assion not later than 30 June 2011,

giving rise to the repayment of amounts unduly paid

Amounts relating to operations or programmes whia¥e been suspended due to legal
proceedings or administrative appeals having susspgreffect shall be disregarded in

calculating the amount to be automatically deconadit

Article 107

Review clause

The Council shall review this Regulation on by 3dcBmber 2013 at the latest in accordance with

the procedure laid down in Article 161 of the Tyeat
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Article 108

Repeal

Without prejudice to the provisions laid down iticle 106(1), Regulation (EC) No 1260/99 is
hereby repealed as of 1 January 2007.

References to Regulation (EC) No 1260/99 shalldresttued as references to this Regulation.

Article 109

Entry into force

This Regulation shall enter into force on ttiay following that of its publication in thefficial

Journal of the European Union
The provisions laid down in Articles 1 to 14, 2326, 31 to 39, 45 to 47, 50 to 53, 55, 57 to 61, 68
to 73, 104 to 106, and 109 shall apply from the adtentry into force of this Regulatibihe

others shall apply from 1 January 2007.

This Regulation shall be binding in its entiretgatirectly applicable in all Member States.

Done at Brussels,

For the Council

The President

FRsuggested to make explicit that provisions apglyirom the date of entry into force of
this Regulation (in particular those on control aodit) would apply only to the programmes
from the new period. EEuggested deleting the references to Articles.
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ANNEX | to ANNEX

Annual breakdown of commitment appropriations for 2007 to 2013
(referred to in Article 15)

(Million euros, 2004 prices

154

2007 2008 2009 2010 2011 2012 2013
42 840 43 288 43 820 43 801 43 995 44 634 45 241
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(referred to in Article 51)

Co-financing rates

ANNEX Il to ANNEX

Criteria Member States ERDF and ESF Cohesion
Fund
(1).Member States whose avera zech Republic, ?5% for the y 85%
per capita Gross Domestic Produ stonia, Gregce, “Conyergence and
(GDP), for the period 2001-2008-YPrus. Latvia, Regional
was below 85% of the EU 25%{‘;”;%@;'3”9”% g?nrgfoe;m‘éig?ss and
average during the same period. Portugal, Slovenia, | objectives
Slovakia, Bulgaria
and Rumania
(2) Member States other than thos8pain 80% for the 85%
under (1) eligible to the Cohesion “Convergence” and
Fund on 1 January 2007. the "phasing-in"
regions under the
“Regional
competitiveness and
employment”
objectives
50% for the
“Regional
competitiveness and
employment”
objectives outside
"phasing-in" regions
(3) Member States other than thosBelgium, Denmark, | 75% for the -
referred to under (1) and (2). Federal Republic of | “Convergence”
Germany, France, objective
Ireland, Italy,
Luxemburg, the
Netherlands, Austria,
Poland, Finland,
Sweden and United
Kingdom.
(4) Member States other than thosBelgium, Denmark, | 50% for the -
referred to under (1) and (2). Federal Republic of | “Regional
Germany, France, | competitiveness and
Ireland, Italy, employment”
Luxemburg, the objective
Netherlands, Austria,
Poland, Finland,
Sweden and United
Kingdom.
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Criteria Member States ERDF and ESF Cohesion
Fund
(5) Member States receiving Spain, France and 50% -
support for the Outermost Regions Portugal
referred to in Article 299(2) of the
Treaty under the additional
allocation for the outermost regions
provided for in Article 18 bis 5(4)
(6) Outermost Regions referred to| Spain, France and 85 % under the -
in Article 299(2) of the Treaty Portugal “Convergence” and
the “Regional
competitiveness and
employment”
objectives
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