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1. Introduction

Article 15 of the new regulatio(Regulation (EC) No 1083/2006) laying down the general
provisions for the Structural Funds retains theidoatements of Article 11 of the previous
regulation (1260/99) as regards the principle dfit@hality. The underlying rationale states
that EU Structural Funds may not replace the nationequivalent expenditure by a Member
State.

The process of assessment will be threefold.
* Ex-ante assessment included in the drafting of Nla¢ional Strategic Reference
Framework;
* Mid-term assessment in 2011;
* Ex-post assessment in 2016.

The level of expenditure to be maintained in 200IR2 will be, as a general rule, at least
equal to the amount of average annual expenditureal terms in the previous programming
period. This targeted reference level shall be rdeteed in accordance with the general
macroeconomic conditions in which the financingc#sried out. Account will be taken of

specific or exceptional economic circumstances sash privatisations as well as an
exceptional level of public or equivalent structueapenditure by a Member State in the
previous programming period.

As in the previous regulation, the Commission mayise at the mid-term assessment phase,
in consultation with a Member State, the targe&@ll of structural spending if the economic
situation of the Member State has significantlyrnded meanwhile, resulting in a different
development of public revenues.

However, two major innovations are introduced, ngme

» Additionality will only be verified with respect tthe Convergence Objective which
replaces the previous Objective 1.

« If a Member State fails to prove by the"™6f June 2016 that it has respected the
principle of additionality the Commission may predeto a financial correction in
accordance with procedure laid down in Article 99df Regulation 1083/2006.



2. Eligibility of expenditure

It is essential that only paymentsmder the eligible categories appear in the amfthlity
tables (see point 4). The table is unchanged fl@ptevious programming period and should
be completed with outturn spending figures for 20005 (2004/2005 in the case of the 10
new Member States, Bulgaria, and Romania) and &stedor 2007/2013. The figures should
be in million euro at 2006 prices. As a generat iile GDP price deflator is to be used. Any
departure from this general rule must be clear$yified. Any Structural Fund spending and
national co-financing carried out in the new progmang period but committed under
previous programmes should be included in the ZW1A figures.

Since the eligible categories of public and eq@mbalspending have normally not been

modified Member States should continue to use ¥i&tierg methodologies for gathering the
necessary data.

Types of eigible expenditure

Eligible structural expenditure is classified untteee main categories as in the previous
period plus a residual category ‘Others’.

i) Basicinfrastructure:

Capital expenditure on transport, telecommunicatiomenergy, water, environmental

protection and health is considered as eligible.at¥%” includes any public or similar

investment in water supply, i.e. capture (includdlagns), treatment and distribution of water.
Environment includes public or similar investment drainage networks, treatment and
control of urban, agricultural and industrial wastater as well as treatment, control and
storage of other urban agricultural and industsiaste. In the 10 Member States which joined
the Union in 2004 and from the date of their adoessRomania and Bulgaria, housing
projects will be eligible in 2007/2013 programmipeyiod-

i) Human resour ces:
Capital expenditure on education, training, redeaaod development is considered as
eligible. Current expenditure in the following filsl can be eligible:

« Education: teacher training, total cost of techniecondary educatiéand higher
education, post graduate scholarships;

» Training: total cost of training courses and tnaghof instructors;

* Research and developmepperational expenditure for the provision of services to
firms as regards the diffusion of technologies and applied research; training and
specialised training for researchers, techniciand eesearch managers; research
scholarships.

! (Detailed provisions are laid down in CommissicgRXXXX/2006).
2 Where it would be extremely difficult to isolatestoperating costs of secondary technical educéiion
expenditure on secondary education in general, @p&rating expenditure of secondary education beaysed.



iii) Productive environment:

Expenditure aimed to promote activities in the piitve sectors, including local economic
infrastructures and aid to business, industry adlices and tourism. Agriculture and rural
development as well as fisheries are excluded ad@iog eligible areas under Structural
Funds.

iv) Others:

The main component of this category should be teehrassistance and similar_small
spending items to the extent that they contribateegional development. This category has ,
in the past, been used for some large spendingsitemthe grounds that it is difficult to fit
them into the definitions at points i) , ii) , ar).i Where this is genuinely unavoidable, a
detailed breakdown must be provided with explaryatmtes. Note that this category cannot
itself contain a sub-category ‘Others’.

Whereas changes in national, regional or local budgmenclatures have occurred, Member
States are invited to supply updated informationtlos budget lines and chapters used to
compile the additionality table together with thestrecent dafa

For Member States which are not entirely coverethbyConvergence Objective — e.g. this is
the case for Czech Republic, Hungary, Slovakia wheapital regions will not be eligible -,
the national tables will not include the expenditdor the non-eligible regions. Where
regional data are not available, methods of stedisestimation may be used. Member States
are invited to justify the choice of statisticalteria — e.g. population shares of eligible
regions, GDP or GFCF — to take out non eligibleaes;

% The full additionality table can be found in annex A



3. Eligible national or equivalent structural expen diture

In accordance with the Regulation 1083/2006 (A85), the concept of eligible national
public expenditure covers all public or equivalstructural spending originating from the
budget of the State, regional or local authoritdsch could benefit from Structural Fund
(SF) aid even if only part of this expenditure is fact co-financed by the SF. Similar
expenditure includes ‘any contribution to the fioigug of the operations whose origin is the
budget of any public law bodies or associationsr@ or more regional or local authorities or
public law bodies’.

The verification of additionality includes total lgic expenditure in eligible fields in both

budget and off-budget expenditure. Depending onsthecture of public finances of every
single Member State, the data may therefore inctiiai, regions and municipalities, as well
as public enterprises, public bodies and off-budgetls at the national, regional and local
level. However, it would be advisable to discusthwhe Commission the specific design of
the data system e.g. in terms of which public b®dieould be included and how to avoid
double-counting.

For example, if municipal authorities have sigrafit own resources (from taxation,
borrowing etc.) and they are responsible for ai@nt share of total spending in eligible
fields (e.g. education, transport infrastructure thg data monitoring system should include
their final expenditure. Conversely, if municipaitiaorities are financed by state transfers and
their share of total eligible expenditure is faildyv, it may be possible to opt for a ‘top-down’
approach not including data from them in the mamtpsystem.

Spending by public service bodies having their awdependent budget should also be
included. Member States should explicitly state,iclvhadministrative levels and public
enterprises have been included or excluded, maty#beir decision.

Special provisions are for:

* Cohesion Fund. If a MS is eligible for CF, the national co-finangi expenditure in
CF projects is considered as eligible and mustetbes be included. Cohesion Fund
aid, however, must not be included.

» Community Initiatives and pre-accession instruments. Since national co-financing
will anyhow be included, no separate mention is dede for those
initiatives/instruments.

* Loans from international financing institutions. The verification of additionality
focuses on eligible public expenditure, rather than the sources of financing.
Therefore, expenditure originating from internatibfinancing institutions loans may
be included in the additionality tables, providedittit is in eligible fields and as long
as final payments are made by public authorities.example, expenditure based on a
loan to a regional authority to build a road wobklincluded, but expenditure based
on a loan to a private enterprise would not be iciemed.

* Public enterprises. Whereas public enterprises are privatised, thepepditure is
excluded from the additionality exercise — not dioliythe future, but also for the past,
in order to neutralise the effect of this spendingthe baseline. If a legal decision of
privatising a public enterprise is taken by the eh@005, this should not be included
in the ex ante assessment. If any hindrance inpteimg the sale of the enterprise



arises, the national authorities should inform @mnmission that it may, after all, be
necessary to include the enterprise in the vetiboaof the additionality principle.
The Commission may then request the re-inclusiothefenterprise. In some cases,
public enterprises are not fully privatised and skegte retains a percentage of shares.
The stance of those public enterprises will havbaaliscussed with the Commission
on a case-by-case basis, depending e.g. on thenpage of shares held by the state,
and the scale of the public enterprise’s eligibtpenditure relative to total eligible
expenditure. One solution may be to include aguaege of the public enterprise’s
eligible expenditure



4. Verification of the additionality principle

The additionality principle will be verified at theational levelnot at the regional level. This
does not mean, however, that expenditure from ¢lgeonal and local authorities need to be
excluded from the eligible expenditure. Where thare distinct regions eligible under
different objectives, a regional breakdown of dligispending would be needed.

In the ex ante phase, the additionality tables pndlvide the following information for each
eligible category of spending at national level amgjional level where appropriate. A
summary table at national level must in any caserbeided. All tables are to be in euro in
constant prices. For Member States whose curremayot the euro, the annual average
exchange rate of 2005 is to be used.

Annual average paymentsin reference period in euro at 2006 prices.

Total Of which: CSF/SPD CSF/SPD Outside Total
Public CSF/SPD
companies
National + National EU National National National
EU +EU
2= 3 4 5 6 7=
4+5+6 5+6=2-4
Annual average paymentsin 2007/2013 in euro at 2006 prices.
Total Of which: NSRF NSRF Outside Total
Public NSRF
companies
National + National EU National National National
EU +EU
8= 9 10 11 12 13=
10+11+12 11+12=8-1(

Additionality will be deemed to be respected exeaifitthe total of column 13 is equal to or
higher than the total of column 7 in the summanyamal level table.

The second set of numbers above, the figures for 2007/2013, will be incorporated into the
NSRF as the target to be achieved at the mid-texrea-post evaluations of additionality and
the comparison with the reference period will hane bearing on these evaluations. The
NSRF will also include the timetable for the fut@ssessments of additionality.



The mid-term and ex-post regional and national sargrtables will have the following

headings:

Annual aver age paymentsin 2007/2013, ex-ante, in euro at 2006 prices.

Total Of which: NSRF NSRF Outside Total
Public NSRF
companies
National + National EU National National National
EU +EU
2= 3 4 5 6 7=
4+5+6 5+6=2-4
Annual average paymentsin 2007/2010, outturn, in euro at 2006 prices.
Total Of which: NSRF NSRF Outside Total
Public NSRF
companies
National + National EU National National National
EU +EU
8= 9 10 11 12 13=
10+11+12 11+12=8-1(
Annual average paymentsin 2007/2013, outturn, in euro at 2006 prices.
Total Of which: NSRF NSRF Outside Total
Public NSRF
companies
National + National EU National National National
EU +EU
8 9 10 11 12 13=
10+11+12 11+12=8-1(

Note that, for the mid term and ex-post assessmantsual tables will be required, at the
regional level if appropriate, together with themsnary table for the period being assessed

(Annexes A and B provide a detailed description of the additionality report to be prepared
by each Member State eligible under the Convergence objective together with standard

additionality tables.)



5. Assessment of additionality

The respect of the additionality principle will serified three times in the next programming
period:

Ex-ante verification: It is conductedll through the drafting and definition of the sl
strategic reference frameworks. Note that beforat tihe same time as the adoption of the
operational programmes, the Commission, followingsultation with the Member State,
will take a decision covering the level of expendst guaranteeing compliance with the
additionality principle, according to Article 28 Bfegulation 1083/2006. The verification
process must provide all the necessary supportiigrmation on determining the
expenditure level.

At this stage, the Commission and the Member Stw¢esde the level of eligible public or
equivalent spending to be maintained all over tlog@mming period. The objective is to set
realistic but sufficiently ambitious targets forwuttural public expenditure in order to ensure
the additional trait of the Structural Funds intariron. As a general rule, the average annual
level of expenditure in real terms shall be attlempial to the level attained in the previous
programming period. Account is to be taken of ¢gerspecific circumstances as mentioned in
Art 15 of the regulation, such as:

« The general macroeconomic conditions prevailing at the time. Exceptional
movements in the business cycles of a Member $tadtfee past, such as prolonged
periods of recession or specific risks for the fatshould be taken into account;

* Ongoing or planned privatisations. Institutional changes in the public sector of a
Member State need to be taken into account and ereste specific problems as
regards the identification of eligible expendituoé privatised enterprises. As
explained above, the exclusion or inclusion of pulgnterprises should be done
consistently throughout both periods

* An exceptional level of public or equivalent structural spending in the previous
programming period. In order to avoid an extensive application ofstlsipecific
circumstance, the Commission will apply, where appate benchmarks to ensure
equal treatment of Member States, such as the té\adigible expenditure in relation
to GDP or in relation to population of the eligiblegions. In any circumstance,
Member States will have to explain why a certaiveleof eligible expenditure is
considered to be exceptional.

The additionality targets should be based on eiiglicnentioned assumptions on public
revenue, as well as the underlying macroecononsigcragtions, so as to allow for a possible
revision of the reference level expenditure at teiun if the economic situation has resulted
in developments significantly different from thosepected. These assumptions should also
be consistent with those included in the stabditgonvergence programmes.

Besides agreeing upon a given level of annual geeedigible public or equivalent spending,
the Member State may also choose to negotiate adsye profile with the Commission,
determining structural spending for each year wilitresult in the given final annual average
spending for 2007-2013. In this case, the Commmssidl use this information in the mid-
term evaluation.
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Mid-term review in 2011

The additionality principle will be considered aspected” if the annual average of
national public eligible expenditure in the yea®0?2-2010 has reached the level of
expenditure agreed on ex ante, or if the spenddigra@s to a predetermined spending
profile agreed upon during the ex ante assessimetiite latter case, the 2007-2010 annual
average structural spending of the Member State beaipelow the annual average for
2007-2013.

The timetable to comply with will be as follows:
« By the 3f' July 2011: submission of aggregate and annuaksabith final data for
the years 2007-2009 and provisional data for 2010.

« By the 3F October 2011: if necessary, methodological coiwast based on
Commission’s comments.

« 31" December 2011: deadline for submission of any&rrinformation.

The mid-term review is also an opportunity for tkkember State in agreement with the
Commission, to revise the level of expenditure ¢tgd for the rest of the programming
period. Such a modification will be conditional dhe Member State fulfilment of its
obligations in terms of meeting the deadlines stateove.

Ex-post assessment by the end of June 2016

« By the 3f' of January 2016: submission of aggregate and &taias with final data
for the years 2007-2013.

« By the 3f' of March 2016: if necessary, provision of methagtal corrections
based on Commission’s comments.
« 30" of June 2016: deadline for submission of any frthformation required.

Note that if a Member State fails to provide a satisfactory ex-post assessment of

additionality by the 30" of June 2016, it will be considered as not respecting the
additionality principle.

11



6. Financial corrections

If, after the submission of all the required infation, a Member State is still unable to prove
that the additionality principle has been respeeiéter by reference to the level set out in the
National Strategic Reference Framework or to a fremtlievel laid down by the mid-term
review, the Commission may proceed to a financalrection in accordance with the
procedure laid down in Article 99 of Regulation BIB06.

Where the Commission makes a financial correctiomdcordance with Article 99 (5) of
Regulation (EC) No 1083/2006, the correction shealtalculated as follows:

* The rate of financial correction shall be obtaitgdsubtracting 3 percentage points from
the difference between the agreed target level thredlevel achieved, expressed as a
percentage of the agreed target level, and thedidg/the result by 10.

» The financial correction shall be determined bylypg this rate of financial correction to
the Member State's Structural Fund contributioneuride Convergence objective for the
full programming period.

If the difference between the agreed target level the level achieved, expressed as a
percentage of the agreed target level is 3 peardess, no financial correction will be made.

The financial correction shall not exceed 5% of Member State's Structural Fund allocation
under the Convergence objective for the full pragrang period.

The procedure relative to the calculation of theafiicial correction will be laid down in
Article 38 of the Commission’s Implementing Regidat

12



7. Reporting

The results of the additionality exercise will l@mpanied by a thorough description of the
methodology adopted and the sources of informa#docommon format for the additionality
reports prepared by Member States is proposed inmeXAB.

Article 15 obliges the Commission to publish thsules by Member State of the verification
of the additionality, including the methodology amsdurces of information, after the
conclusion of each of the three stages of veribcat These reports will contain only
information which is not confidential.

13



ANNEX A:

STANDARD TABLE FOR THE VERIFICATION OF

ADDITIONALITY
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Table 1: VERIFICATION OF ADDITIONALITY FOR 2007-13 CONVERGENCE OBJECTIVE — EX ANTE VERIFICATION

Summary financial table of public or other equivale

nt structural expenditure in Convergence objective
(EUR millions*, 2006 prices)

regions

Basic infrastructure
Transport

Telecommunications
& information society

Energy

Environment & water
Health

Human Resources
Education

Training

RTD

Productive
environment

Industry
Services
Tourism
Others
Total

Annual average in 2007-13 NSRF (ex ante)

Annual average 2000-2005 (actual)**

Of which Outside Of which Outside
Total publlc_ NSRF NSRE Total Total publlc_ CSF/SPD CSF/SPD Total
companies companies
Nat. +
EU Nat + EU EU Nat. Nat. Nat. Nat. + EU | Nat. + EU EU Nat Nat. Nat.
= = 8= 13=
4+5+6 3 4 S 6 | 5+6=2-4 | 10+11+12 9 o u 12 11+12=8-10

* For Member States whose currency is not the elieoannual average exchange rate of 2005 is todak us

** 2004-2005 for the 10 new Member States, Romania, Bulgaria
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Table 1: VERIFICATION OF ADDITIONALITY FOR 2007-13 CONVERGENCE OBJECTIVE — MID-TERM VERIFICATION

Summary financial table of public or other equivale

(€ millions*, 2006 prices)

nt structural expenditure in Convergence objective

regions

Basic infrastructure

Transport
Telecommunications
& information society

Energy

Environment & water
Health

Human Resources
Education

Training

RTD

Productive
environment

Industry
Services
Tourism
Others
Total

Annual average in 2007-13 NSRF (ex ante)

Annual average 2007-2010 (actual)

Of which Outside Of which Outside
Total publlq NSRF NSRE Total Total publlg NSRF NSRE Total
companies companies
Nat. +
EU Nat + EU EU Nat. Nat. Nat. Nat. + EU | Nat. + EU EU Nat Nat. Nat.
= = 8= 13=
4+5+6 3 4 5 6 | 5+6=2-4 | 10+11+12 9 10 1 12 11+12=8-10

* For Member States whose currency is not the elleoannual average exchange rate of 2005 is todzk us
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Table 1: VERIFICATION OF ADDITIONALITY FOR 2007-13 CONVERGENCE OBJECTIVE — EX POST VERIFICATION

Summary financial table of public or other equivale

(€ millions*, 2006 prices)

nt structural expenditure in Convergence objective

regions

Basic infrastructure

Transport
Telecommunications
& information society

Energy

Environment & water
Health

Human Resources
Education

Training

RTD

Productive
environment

Industry
Services
Tourism
Others
Total

Annual average in 2007-13 NSRF (ex ante)

Annual average 2007-2013 (actual)

Of which Outside Of which Outside
Total publlq NSRF NSRE Total Total publlg NSRF NSRE Total
companies companies
Nat. +
EU Nat + EU EU Nat. Nat. Nat. Nat. + EU | Nat. + EU EU Nat Nat. Nat.
= = 8= 13=
4+5+6 3 4 5 6 | 5+6=2-4 | 10+11+12 9 10 1 12 11+12=8-10

* For Member States whose currency is not the elleoahnual average exchange rate of 2005 is todzk us
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ANNEX B:

COMMON STRUCTURE OF

ADDITIONALITY REPORTS
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The structure proposed below is in the form ofragiate which will be the basis for the three
reporting stages.

1. Executive Summary.

This section should give the main information on the assessment.
1.1. Annual average reference level of nationalgidie spending and its %
increase/decrease
1.2. Amount of EU financing (also as a percentagetal EU expenditure for the period)
and national counterpart.

1.3. Total eligible expenditure (EU+ Nationalpken down for categories.
For instance;

a)Basic infrastructures X%

b) Human Resources Y%

¢) Productive Environment Z%

d) Others A%

1.4. EU funding is split between the categonrethe following proportions:

2. The process of additionality verification.
This section explains the whole process of additionality verification, including the main
results of previous assessments.

3. Theevolution of the macroeconomic situation and main macr oeconomic indicators.
This section will contain the forecasts for certain selected macroeconomic indicators.
3.1. The recent evolution of the macroeconomic dmn.
3.2. Main macroeconomic indicators.
GNI/GDP real growth rates
GNI/GDP price changes
Employment growth rates
General government revenues as % of GNI/GDP
Sructural Fund aid as a % of GNI/GDP
National structural spending as % of GNI/GDP
e Assumptions concerning the exchange rate between euro and the national currency (if applicable)
This section applies only to Member States wholly or largely covered by the Convergence Objective
3.3 The expected impact of the NSRF expenditurehenmacroeconomic context and
indicators.

4. Tablesfor additionality assessment.

This section should include the tables presented in §3.

5. Conclusions.
This section could contain analytical remarks on the state of the public or equivalent
expenditure, its main components, and final comments.

ANNEXES - Methodological annex

This section provides information on the deflator s/exchange rate (where applicable) used to
get to constant 2006 prices, the budget lines/chapters from which the national spending
figures are drawn, at all relevant government levels, together with a list of public enterprises
if this spending should be included in the tables.
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