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Delegationswill find attached a compromise text on the pr@gddsr a Regulation of the European

Parliament and

of the Council on the European Regibevelopment Fund (ERDF) following

discussions held on 17 November 2005 and the csiocis of the European Council, held on 15-16
December 2005.

MT entered a parliamentary scrutiny reservation.
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ANNEX

Proposal for a
REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE CO UNCIL

on the European Regional Development Fund

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EURREAN COMMUNITY,

Having regard to the Treaty establishing the Euaap@ommunity, and in particular the first
paragraph of Article 162 and the second subparagriprticle 299(2) thereof,

Having regard to the proposal from the Commission

Having regard to the opinion of the European Ecdnand Social Committée

Having regard to the opinion of the Committee & Region3

Acting in accordance with the procedure laid dowiiticle 251 of the Treaty,

0JC(.) (.)p ()
2 03C (L) ()i (e)
0JC(.) (.)p ()
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Whereas,

(1) Article 160 of the Treaty provides that the &pean Regional Development Fund (ERDF) is
intended to help redress the main regional imbasircthe Community. The ERDF
therefore contributes to reducing the gap betwbenevels of development of the various
regions and the extent to which the less-favouegibns® including rural and urban areas,
declining industrial regions, areas with a geogregdlor natural handicap, such as islands,

mountain areas, sparsely populated areas and beglens.

(2) The provisions common to the Structural Funu$the Cohesion Fund are set out in
CouncilRegulation (EC) No (..9of (...) laying down general provisions for the European
Regional Development Fund, the European Social Famd the Cohesion Fund. Specific
provisions concerning the type of activities whinhy be financed by the ERDF under the

objectives defined in that Regulation need to mkdawn.

3) The ERDF should provide assistance within taenework of an overall strategy for
cohesion policy which ensures greater concentrati@ssistance on the priorities of the

Community.

4) Regulation (EC) No (...) provides that rules tigikility of expenditure are to be
established at national level, with certain exaaifor which it is necessary to lay down
specific provisions. The exceptions related toERDF should therefore be laid down.

5) whereas, within the framework of an integratecban development operation, it is
considered necessary to support limited actionsetmvate social housing and improve
energy efficiency in the new Member States thatgdithe European Union on or after 1
May 2004.

(6) whereas social housing concerns the provisiogood quality accommodation for lower
income groups, including recently privatised hogsstock, as well as accommodation for
vulnerable social groups.

! EL, CY and SEsuggested adding further wording of Article 16Qrd Treaty, i.e.régions

whose development is lagging belind
2 0JL(.), () p. ().
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(7)

(8)

9)

(10)

Efficient and effective implementation of thetian supported by the ERDF relies on good
governance and partnership among all the releearitdarial and socio-economic actors, and
in particular regional and local authorities, adlas any other appropriate body during the

various stages of implementation of the operatipnajrammes co-financed by the ERDF.

The Member States and the Commission shouldrerkat there is no discrimination on
grounds of gender, race or ethnic origin, religioelief, disability, age or sexual
orientation during the various stages of implemigoneof the operational programmes co-
financed by the ERDF.

Building on the experience and strengths oflURBAN Community initiative foreseen by
Article 20(1)(b) of Council Regulation (EC) No 126099 of 21 June 1999 laying down
general provisions on the Structural Fuhdse sustainable urban development should be
reinforced by fully integrating measures in thatdiinto the operational programmes co-
financed by the ERDF, paying particular attentiotocal development and employment
initiatives and their potential for innovatién.

Particular attention should be paid to engudgomplementarity and consistency with other
Community policies, and in particular with the setfeframework programme for research
and technological development and the frameworlgnamme on competitiveness and
innovation. Furthermore, there should be synerdgwéen support granted from the ERDF,
on the one hand, and that granted from the Eurofeaial Fund pursuant to Regulation
(EC) No (...} and the Cohesion Fund pursuant to Regulation (&0)...)*, from the
European Agricultural Fund for Rural Developmentspant to Regulation (EC) No (2.)
and from the European Fund for Fisheries pursuaRegulation (EC) No (..%) on the

other hand.

o O b~ WN

0OJ L 161, 26.6.1999, p. 1. Regulation as last amety Regulation (EC) No. 173/2005 (OJ
L 29, 2.2.2005, p.3).

AT called for a more flexible wording along the liridghe General Regulation.
OJL(...),(...),p- (..).

OJL(...), (...),p- (...
OJL(...),(...), p- (...
OJL(..),(..),p- (..

N N N
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(11)

(12)

(13)

(14)

It is necessary to ensure that the action@ugp by the ERDF in favour of small and
medium sized enterprises takes into account angostgthe implementation of the
European Charter for Small Enterprises adopted@®at the European Council in Santa

Maria da Feira.

Specific attention should be paid to the outest regions, namely by enlarging, on an
exceptional basis, the scope of the ERDF to thenfimg of operating aid linked to the
compensation of the additional costs resulting ftbeir specific economic and social
situation, which is compounded by their remoteniessilarity, small size, difficult
topography and climate and their economic deperedena few products, the permanence
and combination of which severely restrain thewradepment. Such specific measures

requires the use of Article 299(2) of the Treatyadsgal basis.

The ERDF should address the problems of aitiktysand remoteness from large markets
confronting areas with an extremely low populatt@msity, as referred to in Protocol No 6
to the Act of Accession of Austria, Finland and 8em. The ERDF should also address the
specific difficulties encountered by certain islanohountain areaborder regions and
sparsely populated areas whose geographical situstbws down their development with a

view to supporting their sustainable development.

It is necessary to lay down specific provisi@oncerning the programming, management,
monitoring and control of operational programmedarrthe “European territorial

cooperation” objective.
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(15) Itis necessary to support effective crossibnrtransnational and interregioabperation
with countries neighbouring the Community where ikinecessary to ensure that the
regions of the Member States which border thirdatoes can be effectively assisted in
their development. Accordingly, it is appropriateauthorise on an exceptional basis the
financing of assistance from the ERDF for projéatated on the territory of third countries
where they are for the benefit of the regions ef@ommunity.

(16) Regulation (EC) No 1783/1999 of the Europearii®dment and the Council of 12 July 1999

on the European Regional Development Estuld be repealed,

! OJ L 213, 13.8.1999, p. 1.
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HAVE ADOPTED THIS REGULATION:

CHAPTER |
GENERAL PROVISIONS

Article 1

Subject matter

1. This Regulation establishes the tasks of the@aan Regional Development Fund (ERDF);
the scope of its assistance with regard to the Y€agence”, “Regional competitiveness and
employment”, and “European territorial co-operatiohjectives as defined in Article 3 of
Regulation (EC) No (...) laying down general provigdor the European Regional
Development Fund, the European Social Fund an@tiesion Fund; and the types of

expenditure eligible for assistarice

2.  The ERDF is governed by the provisions of ReguiaEC) N° (...) and by the provisions of
this Regulation.

DE entered a reservation on the reference to theitlRabcompetitiveness and employment”,
and “European territorial co-operation” objectiveshe whole draft Regulation.
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1.

Article 2

Purpose

Pursuant to Article 160 of the Treaty and Ratgiah (EC) No (...), the ERDF shall contribute
to the financing of assistance towards the reimorent of economic and soctatohesion by
redressin§the maif regional imbalances through supporting the devetg and structural
adjustment of regional economies, including theveosion of declining industrial regions
and regions lagging behind, and by supporting ebasder, transnational and inter-regional

co-operation.

In doing so, the ERDF shall give effect to pinerities of the Community, and in particular
the need to strengthen competitiveness and inrmvab create and safeguasiistainable

jobs, and to ensure sustainable development.

Avrticle 3

Scope of assistance

The ERDF shall focus its assistance on thenpaiticities. The type and range of actions to be
financed within each priority shall reflect thefdient nature of the “Convergence”,

“Regional competitiveness and employment” and “[peem territorial cooperation”

objectives in accordance with Articles 4, 5 and éhes Regulation.

N

A W

CY, MT and NLsuggested keeping the word "territorial”.

DE entered a specific linguistic reservation (in jgaittr as regards the word “redressing” and
"priorities in paragraph 2).

BE, EL, ES and I'Buggested deleting “main”.

DE, LV and SEsuggested deleting “and safeguarding”.
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2.  The ERDF shall contribute towards the finanaig

a) productive investment which contributes to drepand safeguardifigustainable jobs,
primarily through direct aid to investmérim small and medium-sized enterprises
(SMEs).

b) investment in infrastructure;

c) development of endogenous potential by measuinesh support regional and local
development. These activities include support for and servtoesnterprises, in
particular (SMES), creation and development ofritiag instruments such as venture
capital, loan and guarantee funds, local developiivenls, interest subsidies,
networking, co-operation and exchange of experiéet&een regions, towns, and

relevant social, economic and envionmental actors;

d) technical assistance as referred to in Artié®sand 44 of Regulation (EC) No (...).

SEsuggested deleting “and safeguarding”.

2 BEsuggested addingrainly'.

3 HU and SKsuggested addin@id in general improve business environment te@nomic
actors'. BE, SK and Fuggested addingfmployment initiativés

4 DE reiterated its reservation on Article 43.
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Article 4

Convergence

Under the “Convergence” objectiyehe ERDF shallfocus its assistance on supporting sustainable
integrated regional and local economic developraadtemploymenitby mobilising and
strengthening endogenous capacity through operdtipngrammesaimed at the modernisation

and diversification of regional and local econostizictures, and the creation and safeguardifig

sustainable jobs, primarily through the followingppities :
6

1) Research and technological development (R&Tijpvation and entrepreneurship,
including strengthening research and technologieaelopment capacities, and their
integration into the European Research Area, incfuthfrastructures; aid to R&TD notably
in SMES and to technology transfer; improvement of linksween SMEs, tertiary education,
research institutions and research and technoleglyes; development of business networks;
public-private partnerships and clusters; suppmrthe provision of business and technology
services to groups of SMEs; and fostering of eménegurship and innovation funding for
SMEs through financial engineering instruments;

CY, ES, EL, IE, HU and ABuggested addingaiid for the regions eligible to the specific
and transitional financing referred to in articléZ of Regulation (EC) No (.".)

DE suggested replacing “shall” byray'.

DE suggested deleting "and employment"”.

DE suggested replacing "aimed at" lyhere and insofar as those who are locally
responsible for the programmes assess the respeutasures contributing'to

DE, LV and SEsuggested deleting “and safeguarding”.

DE suggested including a statement to the Counciutagwwhich would read as follows:
"The Member States and the Commission are in agradhra the above list of areas shall
not in any way affect the powers of the MembereSta enact or desist from certain
measures from the above named areas or from otleasaThe sole test shall be whether the
respective measure contributes to economic develppimDE and LVsuggested adding a
new point 1 a) which would read as followpréductive investment which contributes to
creating and safeguarding sustainable jobs, prilgahrough direct aid to investmefit)
CZ, HU and LVsuggested replacing "SMEs" bgriterprise$in the whole paragraph. LV
suggested that it could be "enterprises, includiNEs".
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2)

3)

4)

5)

Information society, including development céalonic communications infrastructure, local
content, services and applications, improvemeseofire access to and development of on-
line public services; aid and services to SMEsdpa and effectively use information and

communication technologies (ICTs) or to exploit ndeas;

Local development initiativégnd aid for structures providing neighbourhoodiseg to

create new job'swhere such actions are outside the scope of Regul(EC) No [ESF}

Environment, including investments connectedhwititer supply and water and waste
management; waste-water treatment and air qutigyprevention, control and fight against
desertification; integrated pollution preventiordamontrol; aid to mitigate the effects of
climate change; rehabilitation of the physical eswment, including contaminated sites and
land and brownfield redevelopment; promotion ofdbversity and nature protection,
including investments in NATURA 2000 sites; aidIbIES to promote sustainable
production patterns through the introduction oftezfective environmental management

systems and the adoption and use of pollution-prieve technologies;

Prevention of risks, including development amglementation of plans to prevent and cope

with natural and technologicasks

A W N P

ES and PBuggested addingntluding SME%

ES and PT suggested addiegritributing td.

SKsuggested reverting back to the reference to gmaat initiatives.
DE suggested deleting this paragraph.
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6)

7)

8)

9)

Tourism, including promotion of natural assetpatential for the development of sustainable
tourism; protection and enhancement of the naheatage in support of socio-economic
development; aid to improve the supply of tourisrvies through new higher value-added

services and to encourage new, more sustainaliErmpabf tourism;

Investments in culture, including protectiommiotion and preservation of cultural heritage;
development of cultural infrastructure in suppdrsacio-economic development, sustainable
tourism and improved regional attractiveness; addaimprove the supply of cultural

services through new higher added value services;

Transport investments, including improvementrahs-European networks and links to the
TEN-T network; integrated strategies for clean transpattich contribute to improving the
access to and quality of passenger and goods sesy¥aachieving a more balanced modal
split, to promoting intermodal systems and redueingironmental impacts

Energy investments, including in improvementsams-European networks which contribute
to improving security of supply, the integrationasfvironmental considerations, the
improvement of energy efficiency and the developneémenewable energiés

HU suggested moreover addingdd construction and upgrading outside the scaph®
TEN-T backbore

CION, BE and FRsuggested addingpi'particular urban'.

LV, supported by Elsuggested adding a reference to transport s&ktgnd LV suggested
re-including the provision on equal access forldea people.

LT suggested adding housing renovation aimed atasirg energy saving.
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10) Education investments, including in vocatiamnaining, which contribute to increasing

attractiveness and quality of fife

11) Investments in heaftiand social infrastructure which contribute to oegil and local

development and increasing the quality of’life

Article 5°

Regional competitiveness and employment

Under the “Regional competitiveness and employmehjéctive, the ERDF shall focus its
assistance, while promoting employment, in the exinof® sustainable development stratedies,

primarily® on the following three priorities:

DE suggested deleting this paragraph.

IT suggested addingérvice”.

DE suggested deleting this paragraph.

ES and ITsuggested adding a new priorigctions aimed at reinforcing capacity building
IT entered a reservation on this Article.

BE and CIONsuggested addingégional'.

UK suggested adding including a reference to "susitdé communities”,relating to the
agreement under the Dutch Presidency and workrogedi under Luxembourg and UK
Presidencies.

8 BE, FR, IT and ClOMNuggested deleting "primarily”. ES disagreed lise four
delegations but proposed addinghile preserving thematic, geographical and finahci
concentratiof.

~N o o b~ W N R
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1) innovation and the knowledge economy, througipstt for the creation and strengthening of

efficient regional innovation systems capable diui@ng the technology gap, and which take

into account local needsand in particular:

a)

b)

enhancing regional R&TD and innovation capasitigectly linked to regional
economic development objectivdsy supporting industry or technology-specific
competence centres; by promoting industrial R&TBIES and technology transfer; by
developing technology forecasting and internatidoechmarking of policies to
promote innovation; and by supporting inter-firmllgboration and joint R&TD and

innovation policies;

stimulating innovation and entrepreneursliipall sectors of the regional and local
economy by supporting the introduction of new or improy@dducts, processes and
services onto the market by SMESs; by supportirgiriass networks and clusters;, by
improving access to finance by SMEs; by promotiogperation networks between
enterprises and, appropriate tertiary educationr@selarch institutions; by facilitating
SMES’ access to business support services, anddppsing the integration of cleaner

and innovative technologies in SMEs;

! DE suggested deleting “capable of reducing the tdogyaap which take into account local
needs,”.
AT suggested addingxiainly".
DE and CYsuggested addingidentrepreneurship”
DE suggested addingpfimarily".
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d)

promoting entrepreneurship in particular bylfeting the economic exploitation of
new ideas, and by fostering the creation of nemdiby appropriate tertiary education

and research institutions and existing firms;

creating financial engineering instruments aralibation facilities that are conducive to
the research and technological development capaicBMEs and to encouraging

entrepreneurship and new business formation, espeknowledge-intensive SMEs.

2) environment and risk prevention, and in partcul

a) stimulating investment for the rehabilitationtloé physical environment, including
contaminatel desertified and brownfield sites and l&nd;

b)  promoting the development of infrastructure édko biodiversity and investments in
NATURA 2000 sites, where this contributes to susthle economic development
and/or diversification of rural areas;

c) stimulating energy efficiency and renewable gpg@roduction and the development of
efficient energy management systems;

d) promoting clean and sustainable public trangparticularly in urban areas;

! BE, EL, ES and I'Buggested replacing "contaminated" dggradateti

2 AT suggested addin@id watet.
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e) developing plans and measures to prevent andwipaatural and technological risks.

f)  protection and enhancement of the nafunatitage in support of socio-economic
development and the promotion of natural assepetetial for the development of

sustainable tourist

3) access, to transport and telecommunication@es\of general economic interest, and in
particular:

a) strengthening seconddtyansport networks by improving links t6EN-T networks, to
regional railway hubs, airports and ports, or to multimodal platfsr by providing
radial links to main railway linésand by promoting regional and local inland
waterways, and short-sea shipging

b)  promoting access to, take up, and efficientafd€T by SMEs by supporting access to
networks; the establishment of public Internet asqaints; equipment; and the
development of services and applications, includimgarticular, the development of
action plans for very small and craft enterpfises

! EL, CY, AT, PT and Fsuggested addin@hd cultural. SK suggested a new indent to deal
with culture.

2 DE entered a reservation on this paragraph.

3 1E suggested addingdad and raif.

4 FRsuggested addingtiority".

> SKsuggested addinghdroad .

6 SKsuggested addindpy developing regional road netwotks

! DK suggested deletingdhd short-sea shipping"”

8 DE and SEsuggested deleting “including, in particular, tevelopment of action plans for
very small and craft enterprises”.
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In addition, for operational programmes supportgthie ERDF in the regions eligible for the
specific and transitional financing referred tamicle 6(2) of Regulation (EC) No (...), the
Member States and the Commissiamay decide to extend support to the prioritiesnref to in

article 4 of this Regulatidn

Article 6

European territorial cooperation
Under the “European territorial cooperation” objeet the ERDF shafiocus its assistance on:

1) the development of cross-border econgmucial and environmental activities through joint

strategies for sustainable territorial developmant primarily:

a) by encouraging entrepreneurship, in partictirer development of SME&urism,

culture, and cross-border trade;

b) by encouraging and improving the joint prot@ctand management of natural and

cultural resource$as well as the prevention of natural and techricibgisks;
c) by supporting links between urban and ruralgrea
d) by reducing isolation through improved accessansport, information and

communication networks and services, and crossebbavdter, waste and energy

systems and facilities;

! HU and ITsuggested deleting “and the Commission”.

2 DE, DK, FR, NL and SBuggested deleting this paragraph.

3 IT suggested replacing "the environment" mattiral and cultural resourcés

4 ES suggested adding here also their point orrtifession.
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2)

e) by developing collaboration, capacity and jais¢ of infrastructures in particular in

sectors such as health, culture, tourism and eduncat
1

In addition, the ERDF may contribute to promotiegdl ancgdministrative cooperation, the
integration of cross-border labour markets, locap®yment initiatives, gender equality and
equal opportunities, training and social inclusiang sharing of human resources and
facilities for R&TD?.

the establishment and development of trans-malticooperation, including bilateral
cooperation between maritime regions not coverettuparagraph 1, through the financing
of networks and of actioRsonducive to integrated territorial developmefhese shall be

concentrated primarily on the following prioritfes

ES, CY and Plsuggested adding a new point which would readlésafs: 'f) by promoting,
protecting and enhancing natural assets and hedtag

BE suggested addingn line with the priority on innovation and the kmedge economy as
referred to in Article 5(1)

EL, LU, AT suggested addingrivolving actors from different sectors and/or lisvef
government

CY, EL and ITsuggested adding a new priority on the field dfure. NL suggested adding
the following issuespolycentric development including urban networkd arban-rural
relationships, assistance in NATURA 2000, developwiesustainable energy & energy-
supply security and cultural heritage
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a) innovation: the creation and development ofrdifie and technological networks, and
the enhancement of regional R&TD and innovatioracéjes, where these have a direct
contribution to the balanced economic developmétrans-national areas. Actions
may include: the establishment of networks betwaggropriate tertiary education and
research institutions and SMEs; links to improveesas to scientific knowledge and
technology transfer between R&TD facilities ancemational centres of R&TD
excellence; twinning of technology transfer indtdns; and development of joint

financial engineering instruments directed at sujppgp R&TD in SMES;

b)  environmerlt water management, energy efficiency, risk préeerand environmental
protection activities with a clear trans-nationahension. Actions may include:
protection and management of river basins, coastas, marine resources, water
services and wetlands; flood prevention; the proonodf maritime security and
protection against natural and technological rigk&l protection and enhancement of

the natural heritage in support of socio-economeietbpment and sustainable tourism;

c) accessibility: activities to improve accessid guality of transport and
telecommunications services where these have atcee-national dimension.
Actions may include: investments in cross-bordetisas of trans-European networks;
improved local and regional access to nationaltearts-national networks; enhanced
inter-operability of national and regional systeiasg promotion of advanced

information and communication technologfes;

PTsuggested replacing "environment" by "natural emtural assets" and adapt the whole
point accordingly. ES suggested addingeference to the prevention, control and fight
against desertification.

AT and PTsuggested adding a new point, which would reddlbsvs: "natural and cultural
heritage of transnational importanteLU, NL, AT and PTsuggested moreover adding
“sustainable tourisin

SKsuggested reinserting the former point c) "stiriagpenergy efficiency and renewable
energy production and the development of efficeargrgy management systems";
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d) sustainable urban development: strengtheningcpotric development at transnational,
national and regional level, with a clear transwradl impact. Actions may include: the
creation and improvement of urban networks andrurbgal links; strategies to tackle
common urban/rural issues; preservation and pramat the cultural heritage, and the

strategic integration of development zones onrestrational basis.

Bilateral cooperation between maritime regfomsy be extended to the priorities referred to

in paragraph 1).

3) reinforcement of the effectiveness of regigmalicy by promoting inter-regional co-operation
3 through:

a) one or several operational programmes focusifignaovation and the knowledge
economy and environment and risk prevention irstivese of Articl25 (1) and (29

and

FRsuggested addingdélivering local economic regeneration and develeptnincluding
social economy and enterprise development, buildirgommunity capacity and the
improvement of public space and partnership in@scsuch as tourism and cultiré\T
suggested also that the list of activities shod@daoger. EL, CY, LU, HU, AT, PL and PT
suggested adding a new point oprdtection and promotion of sustainable tourism and
cultural heritagé.

AT suggested addin@id in cooperation areas covering Non-Member States

EE suggested addinghrough networks and exchange of experiences te8ViES entered a
scrutiny reservation on the strand of interregicrwadperation.

AT suggested addinggdod urban and good regional governahce

EE, FR and ATsuggested addingitticles 4 and.

FR and NLsuggested deleting "(1) and (2)".

15942/05 RB/AB/mem 20
ANNEX DG G | EN



b) operational programmes focusing on:
(i) exchanges of experience concerning the ideatifon, transfer and dissemination
of best practice including on sustainable urbarettggment as referred to in
Article 8; and
(i) actions involving studies, data collectiondathe observation and analysis of
development trends in the Community.

Article 7
Eligibility of expenditure

1. The following expenditure shall be ineligibte &1 contribution from the ERDF:

a) interest on debt;

b) the purchase of land for an amount not exceetll§g of the total eligible expenditure for
the operation concerned. In exceptional and didtified cases, a higher percentage can
be permitted by the managing authority for opereticoncerning environmental
conservation;

c) decommissioning of nuclear power stations;

d) reimbursable VAT.

2. The following expenditure shall be eligible ym the following circumstances:

a) non-reimbursable VAT:

) in the Member States whose GDP from 2001 to 2088 below 85% of the EU25

average in the same period, non-reimbursable VAl ble eligible;

i) in the remaining Member States non-reimbursabAT shall only be eligible when it
is genuinely and definitively borne by a benefigiather than a non-taxable person
foreseen in Article 4(5) 1st subparagraph of tie\AT Council Directive (states,

regional and local government authorities and odtloglies governed by public law).
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b)  housing: exceptionally, and within the framekvof an integrated urban
development operation, and for the Member Statesiag the European Union on or
after 1 May 2004, eligible actions shall inclutie tenovation of social housing
including energy efficiency, up to a limit of 3%tbe total allocation to the Operational

Programme concerned.

3.  The eligibility rules set out in Article 11 ofegulation (EC) No (...) [on the ESF] shall apply
to the action co-financed by the ERDF which falihm the scope of Article 3 of Regulation

(EC) No (...) [on the ESF].

! SE and Fbuggested adding a new paragrdfie following costs shall be eligible
expenditure for ERDF support provided they are med in accordance with national rules,
including accountancy rules and under the specibieditions provided for below: in the case
of grants, the indirect costs declared on a flaterbasis up to 20% of the direct costs of an
operation, provided these indirect costs appeah@accounts of the beneficiaryCION
considered that this issue was covered in Artiel®f3 the implementing Regulation. AT
reiterated its reservation on the implementing Ragn.
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CHAPTER Il
SPECIFIC PROVISIONS ON THE TREATMENT OF PARTICULAR
TERRITORIAL FEATURES

Avrticle 8

Sustainable urban development

In additiort to the activities listed in Articles 4 and 5 oistiRegulation, in the case of action
involving sustainable urban development as refetiwad Article 36(4) a) of Regulation (EC) No
(...), the ERDF may, where appropriate, support tanetbpment of participative, integrated and
sustainable strategies to tackle the high condsoriraf economic, environmental and social
problems affecting urban areas.

These shall promote sustainable urban developrhemigh activities such as: strengthening
economic growth, the rehabilitation of the physieavironment, brownfield redevelopment, the
preservation and development of natural and culheatage, the promotion of entrepreneurship,
local employment and community developnieand the provision of services to the population

taking account of changing demographic structures.

IT suggested replacing “In addition” bwithout prejudicé
NL suggested addin@id liveability'.
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By way of derogation from Article 33(2) of Regutati (EC) No (...), and where these activities are
implemented through a specific operational progranempriority axis within an operational

programme, the ERDF funding of measures underRegibnal competitiveness and employment”
objective falling within the scope of RegulationrQEN°® (...) on the European Social Fund may be

raised to 15%of the programme or priority axis concerrfed.

Article 9
Co-ordination with the EAFRD and EFF

Where an Operational Programme supported by theFERIQets operations also eligible under
another Community support instrument, includingsAiof the European Agricultural Fund for
Rural Development (EAFRD) and the sustainable agreknt of coastal fishing areas under the
European Fisheries Fund (EFF), the Member Statdbsst out in each Operational Programme the
demarcation criterfafor the operations supported by the ERDF and tsapeorted by the other

Community support instruments.
4

! CZ, CY, PL, PT, Sbkuggested enlarging the scope of this exceptiatl tibjectives and not

only urban dimension.
NL and SEsuggested deleting this subparagraph.
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Article 10

Areas with geographical and natural handicaps

Regional programmes co-financed by the ERDF cogaeas facing geographical and natural
handicaps as referred to in Article 50df Regulation (EC) No (...) shall pay particularation to
addressing the specific difficulties of those areas

Without prejudicéto Article 4 and 5, the ERDF may in particular ioute towards the financing
of investments aimed at improving accessibilitygrpoting and developing economic activities
related to cultural and natural heritage, promotirgsustainable use of natural resources, and

encouraging sustainable tourism.

Article 11*

Outermost regions

As an addition to the scope of assistance as eef¢orin Article 3, the specific additional allowat
referred to in Article 18 bis (5) of Regulation (ERo (...) shall be used exclusivelp help

finance operating aid in the outermost regionsfieet the additional costs incurred in supporting:

DE and ITrequested deletion of this Article.

CY and MTentered a reservation linked to the referencertizla 50 f).
SEsuggested replacing "without prejudice” oy &dditiori'.

DE and ITrequested deletion of this Article.

ES and FRsuggested deleting "exclusively”.

a A WO N
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a) the priorities referred to in Articles 4 andfoas appropriate;

b) freight transport services and start up aidrfamsport services;

c) operations linked to storage constraints, theegsive size and maintenance of production
tools, and lack of human capital in the local marke

Financing under this Article may not be used topsupoperations involving products falling within
Annex | to the Treaty.
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CHAPTER 1l
SPECIFIC PROVISIONS CONCERNING
THE “EUROPEAN TERRITORIAL COOPERATION” OBJECTIVE !
SECTION 1

OPERATIONAL PROGRAMMES

Article 12

Content

Each operational programme under the “Europeartdeal cooperation” objective shall contain

the following information:

1) an analysis of the situation of the cooperasica in terms of strengths and weaknesses and

the strategy chosen in respofise

2) alist of the NUTS Il areas within the program@rea including, as regards programmes for

cross-border co-operation, the flexibility areasedsrred to in Article 21(1);

ES and ITsuggested moving this Chapter to the General Reguala
IT suggested keeping the original Commission propds$e Presidency indicated that the
text should be aligned with Article 36 of the dr@neral Regulation.

3 SEsuggested putting back the previous wording'itee analysis may also clarify how cross-
border and inter-regional programmes within a tramstional cooperation area are
interlinked, and the strategy may define how tcagigk the synergies between thiem
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3)

4)

5)

a justification of the priorities chosen haviegjard to the Community Strategic Guidelines
on cohesion, the national strategic reference framewhere the Member State has chosen
to include actions financed under the Europeanitdeial Co-operation objective within it,

and the results from thex anteevaluation referred to in Article 46 of Regulati@C) No

(-

information on the priority axes and their sfiedargets. Thosdargets shall be quantified
using a limited number of indicators for output aadults, taking into account the
proportionality principle. The indicators shall nealk possible to measure the progress in
relation to the baseline situation and the effertass of the¢argets implementing the

priorities’;

For information purposes only, an indicativedix@own by category of the programmed use
of the contribution to the Funds to the operatiggtagramme in accordance with the detailed
rules of implementation adopted by the Commissioadcordance with the procedure

referred to in Article 104(2) of Regulation (EC) Ko.) %

DE requested deletion of this paragraph.
E requested deletion of this paragraph. €itered a reservation on this paragraph.

15942/05 RB/AB/mem 28
ANNEX DG G | EN



6) a single financing plan, with no breakdown bynvber State, comprising two tables:

a)

b)

a table breaking down for each year, in accarelanth Articles 50 to 53 of Regulation
(EC) No (...), the amount of the total financial agmiation envisaged for the
contribution from the ERDF. The total ERDF conttibua provided for annually shall
be compatible with the applicable financial perspec

a table specifying, for the whole programmingqu for the operational programme
and for each priority axis, the amount of the téitedncial appropriation of the
Community contribution and the national counterpaahd the rate of the ERDF
contribution .Where in accordance with Article Bhere the national counterpart is
made up of public and private expenditure, theetabhll give the indicative breakdown
between the public and the private. Where in aamrd with Article 51, the national
counterpart is, made up of public expenditure téide shall indicate the amount of the

national public contribution.;

7) information on complementarity with measureaficed by the EAFRD and those financed

by the EFF, where relevant;

8) the implementing provisions for the operatigmalgramme, including:

a) designation by the Member States of all theieststipulated in Article 14;

b) a description of the monitoring and evaluatigstesms;

c) information about the competent body for recegvihe payments made by the
Commission and the body or bodies responsible fking payments to the
beneficiaries;

d) a definition of the procedures for the mobilisatand circulation of financial flows in
order to ensure their transparency;
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e) the elements aimed at ensuring the publicitythadnformation of the operational

programme as referred to in Article 68 of RegulalEC) No (...);

f)  adescription of the procedures agreed betweeiCommission and Member States for
the exchange of computerised daameet the payment, monitoring and evaluation

requirements laid down by Regulation (EC) No (...);

9) anindicative list of major projects within theeaning of Article 38 of Regulation (EC) No
(...) expected to be submitted during the programmiegod for Commission approval,

including an indicative annual plan of financiahtdbutions from the ERDF.

SECTION 2

ELIGIBILITY

Article 13

Rules on eligibility of expenditure

In accordance with Article 55(3) of Regulation (B®) (...), and without prejudice to Article 7, the
Commission shall adopt rules on eligibility of erpéure incurred under the "European Territorial

Co-operation” objective in conformity with the prsions of Article 104(3) of Regulation (EC) No

(...).

Where Atrticle 7 provides for different rules ofgebility of expenditure in different Member States
participating in an operational programme underBhepean Territorial Co-operation objective,

the most extensive eligibility rules shall applyaiaghout the programme area.

DE and LUentered a reservation on the obligation of excharglata in computerised form.
2 BE, DE, ITentered a scrutiny reservation. Ei)gested introducing Community eligibility
rules also for other objectives.
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1.

SECTION 3
MANAGEMENT, MONITORING AND CONTROL

Article 14'

Designation of authorities

Member States participating in an operationag@amme shall appoint a single managing
authority, a single certifying authority, and agiéaudit authority; the latter being situated in
the Member State of the managing authority. Thafgerg authority shall receive the
payments made by the Commission and, as a genérakhall make the payments to the lead

beneficiary.

The managing authority, after consultation with Bhember States represented in the
programme area, shall set up a joint technicaksagat . It shall assist the managing
authority and the monitoring committee, and, wragpropriate, the audit authority, in

carrying out their respective duti&s.
4

DE entered a reservation on this Article.diitered a scrutiny reservation.

CZ and HUsuggested deleting "single audit authority” siti@eresponsibility for control in
transnational programmes should lie within natiaahorities

FR, NL suggested addingHe establishment of the joint technical secretaagmwell as its
internal rules are decided jointly by the Managigthority and the Member StateDE
suggested replacing all “shall” bynay’ in paragraph 1.

FR and ATsuggested addingThe Member States may establish national contaotpm
order to facilitate the implementation of transmetal and interregional cooperation
programs" and making a new paragraph which would reasBews: "The authorities and
the national contact points mentioned in (1) shalleligible for co-financing out of Technical
Assistancg.

15942/05 RB/AB/mem 31
ANNEX DG G | EN



2. The audit authority for the operational prograershalt be assisted by a group of auditors
comprising a representative of each Member Statecjpating in the operational programme
carrying out the duties provided for in Article Begulation (EC) No (...).The group of
auditors shaflbe set up within three months of the decision eyipg the operational
programme at the latest. It shall draw up its ouleg of procedure. It shall be chaired by the

audit authority for the operational programtne.

The participating Member States may decide by uniyithat the audit authority is
authorised to carry out directly the duties provioiein Article 61 of Regulation (EC) No (...)
in the whole of the territory covered by the pragnae without the need for a group of

auditors as defined in the 1st subparagraph.

The auditors shall be independent of the contrstiesy referred to in Article 16 (1).

3. Each Member State participating in the operafipnogramme shall appoint representatives
to sit on the monitoring committee referred to inidle 620of Regulation (EC) No (...).

DE suggested replacing “shall” bynay'.

DE suggested replacing “shall” byrnay'.

CZ sought for clarification on whether the group otlsors was a permanent body with a
fixed composition or rather an ad-hoc formation hod are the responsibilities shared
between the group of auditors and the audit body.

4 CION suggested reverting back to the Commission prépwsparagraph 2.
> FR, LU and PTsuggested deleting this paragraph.
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Article 15

Function of the managing authority

1. The managing authority shall perform the dupies/ided for in Article 59 of Regulation (EC)
No (...), with the exception of those concerningribgularity of operations and expenditure
in relation to national and Community rules, ascagtunder b) of that same Atrticle. In this
connection, it shall satisfy itself that the expém@ of each beneficiary participating in an

operation has been validated by the controllerredeto in Article 16(1}.

2. The managing authority shall lay down the impdating arrangements for each operation,

where appropriate in agreement with the lead beiaefi

Article 16

Control system

1. In order to validate the expenditure, each Merttate shaflset up a control system making
it possible to verify the delivery of the produetsd services co-financed, the soundness of the
expenditure declared for operations or parts ofaipmns implemented on its territory, and
the compliance of such expenditure and of relapedations, or parts of those operations,

with Community and its national rules.

! UK pointed out the possible duplication of this seagewith other provisions of this
Regulation (Article 20(1)(d)).
DE and ITentered a reservation on the Article.
DE suggested replacing “shall” bynay'.
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For this purpose each Member State shall desighateontrollers responsible for verifying
the legality and regularity bthe expenditure declared by each beneficiaryqpatiing in the
operation. Member States may decide to designsitegée controller for the whole

programme area.

Where the verification on the delivery of the protduand services co-financed can be carried
out only in respect of the entire operation, suekrication shall be performed by the
controller of the Member State where the lead belaey is located or by the managing

authority.?

Each Member State shall ensure that the expgadian be validated by the controllers

within a period of three months

Article 17

Financial management
The ERDF contribution shall be paid into a singtcount with no national sub-accodnts

Without prejudice to the Member States' respmlityi for detecting and correcting
irregularities and for recovering amounts unduliglpthe certifying authority shall ensure
that any amount paid as a result of an irregulasitgcovered from the lead beneficiary. The
beneficiaries shall repay the lead beneficiaryaim®unts unduly paid in accordance with the

agreement existing between them.

NL suggested replacing "the legality and regularityoy "as described above
CZwondered about the arrangements for controls atinesisorder.

CION suggested addingdiculated from the date of the declaration madetics
expenditure to the lead beneficiary by the otherdfieiaries concerned, or, for expenditure
declared by the lead beneficiary, from the date#sofleclaration to the managing authorlty
IT suggested deleting " with no national sub-accdunts
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3. Ifthe lead beneficiary does not succeed inrseguepayment from a beneficiary, the
Member State on whose territory the relevant beraefi is located shall reimburse the

certifying authority the amount unduly paid to thaneficiary.

Article 18

European grouping of territorial cooperation

Member States participating in an operational gaogne under the “European territorial
cooperation” objective may make use of the legstriment on cooperation established by
Regulation (EC) No (...) with a view to making it pegsible for managing the operational
programme by conferring on it the responsibilittéshe managing authority and of the joint
technical secretariat. In this context, each Mengiate shall continue to assume financial

responsibility.

! FRsuggested addingfter having tried to obtain repayment from the &femary’. IT, PT

and Flentered a reservation.
2 DE, NL, SE and PE&ntered a reservation on this Article linked te ¢imgoing discussions on

the EGTC Regulation.
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SECTION 4
OPERATIONS

Article 19

Selection of operations

1. Operations selected for operational programrimesdhat developing cross-bordastivities
as referred to in Article 6(1), and for operatiopgdgrammes aimed at establishing and
developing transnational cooperation as referred faticle 6(2), shall include beneficiaries
from at least two countries, of which at least shall be a Member State, which shall
cooperate in at least two of the following waysdach operation: joint development, joint

implementation, joint staffing and joint financing

The selected operations fulfilling the above-memtith conditions may be implemented in a
single Member State provided that they have beesepted by entities belongifip at least

two Member States.

DE suggested addinggint profit" or "common good"
2 LU, MT and NLsuggested addingtd have a significant impact in at least two Membe
States'
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2. Operations selected for operational programmeslying interregional cooperation,, as
referred to in Article 6(3) a), shall include begiries, at regional or local level, from at

least:
a) three Member States, or

b) three countries, of which at least two must enMer States, where a beneficiary of a

third country is involved.

Operations selected for operational programmesfasred to in Article 6(3) b) shall,
whenever possible according to the type of theaifmer, apply the above-mentioned

conditions.

These beneficiaries shall cooperate in the follgwirays for each operation: joint

development, joint implementation, joint staffingdgjoint financing.

3. In addition to the tasks referred to in Arti6k of Regulation (EC) No (...), the monitoring
committee or a steering committee reporting tdalisbe responsible for selecting operations.

DE suggested deleting this paragraph.
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Article 20

Responsibilities of the lead beneficiary and the ber beneficiaries

1. For each operation, a lead beneficiary Stalappointed by the beneficiaries among

themselves. The lead beneficiary shall assumeotlening responsibilities:

a)

b)

d)

It shall lay down the arrangements for its refe with the beneficiaries participating in
the operation in an agreement comprisintgr alia, provisions guaranteeing the sound
financial management of the funds allocated toogberation, including the

arrangements for recovering amounts unduly paid.

it shall be responsible for ensuring the impletagon of the entire operation;

it shall ensure that the expenditure presenyetid beneficiaries participating in the
operation has been paid for the purpose of impléimgthe operation and corresponds

to the activities agreed between the beneficignétcipating in the operation;

it shall verify that the expenditure presentgdhe beneficiaries participating in the
operation has been validated by the controllers;

it shall be responsible for transferring the ERfontribution to the beneficiaries
participating in the operation.

DE suggested that the lead beneficiary should bewogiti
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2.

Each beneficiary participating in the operasball:

a) assume responsibility in the event of any irfagty in the expenditure which it has

declared;

b) inform the Member State where it is located ahisuparticipation in an operation in

case this Member State as such is not participatitize operational programme

concerned.

Article 21

Special conditions governing the location of operains

In the context of cross-border cooperation,uly gustified cases, the ERDF may finance
expenditure incurred in implementing operationpamts of operations up to a limit of 20% of
the amount of its contribution to the operationaigprammé in NUTS level IIff areas

adjacent to the areas referred to in Article 7¢Regulation (EC) No (..?) In duly justified
cases as agreed between the Commission and Menalbes,3his flexibility shall be extended
to the NUTS level Il are§sn which the areas referred to in Article 7 (1)Réfgulation (EC)

No (...) are located.

A W N P

DK and AT, supported by the CIOBIggested this should go to paragraph 1..

IT entered a reservation on the Article.

AT suggested addingitside the cooperation area, in particular

AT wondered about the possibility of including NUES@!l 11l area outside the Member
State.

AT, supported by SKsuggested addingntluding project partners located in adjacent NUTS
[l level areas outside the cooperation/programmesa

CION opposed to this extra flexibility.
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2.

In the context of transnational cooperatiorguly justified cases, the ERDF may, up to a
limit of 20% of the amount of its contribution tieet operational programme, finance
expenditure incurred in implementing operationpamts of operations which include partners
located outside the area where these are for thefibef the regions in the co-operation

objective ared.

In the context of cross-border, transnationdliater-regional cooperation, the ERDF may
finance expenditure incurred in implementing operst or parts of operations on the territory
of countries outside the European Community uplimia of 10% of the amount of its
contribution to the operational programme, wheey tlre for the benefit of the regions of the

Community?

Member States shall ensure the legality and regylairthese expenditures. The managing
authority shall confirm the selection of operatiaugside the eligible areas as referred to

under paragraphs 1 t3.3

DK asked how Member States would assume their finresponsibility when they did not
even know whether partners from their country pgoéte in transnational or inter-regional
operations.

FRwondered how the controls would be carried ouhirdtcountries. NLsuggested adding
"participating in the respective operational prognan@. ES, PL and PEntered a reservation
on the principle of the ERDF intervening outside tetfitory.

BE wondered about the relevance of that provision.
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CHAPTER IV
FINAL PROVISIONS

Article 22

Transitional provisions

1.  This Regulation shall not affect neither thetecaration or modification, including the total of
partial cancellation, of assistance approved byCtmission on the basis of Regulation
(EC) No 1783/99 on the European Regional Developriaend, or any other legislation
which applies to that assistance on 31 Decembes,2@0ich shall consequently apply

thereafter to that assistance or projects untit ttlesure.
2. Applications made under Regulation (EC) No 1983%hall remain valid.

Article 23

Repeal

Without prejudice to the provisions set out in Aldi22 (1) of the present Regulation, Regulation
(EC) No. 1783/99 shall be repealed as of the Isialg 2007.

References to Regulation (EC) No 1783/99 shalldresttued as reference to this Regulation.

Article 24

Review clause

The European Parliament and the Council shall vetiies Regulation by 31 December 2013 in

accordance with the procedure laid down in Artid2 of the Treaty.
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Article 25

Entry into force

This Regulation shall enter into force on the daipfving that of its publication in th@fficial
Journal of the European Union

This Regulation shall be binding in its entiretgatirectly applicable in all Member States.

Done at Brussels,

42

For the European Parliament For the Council

The President The President
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