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REPORT

Proposal for a Council Regulation laying down general provisions on the European Regional Development Fund, the European Social Fund and the Cohesion Fund.

-
Agreement on principles and guidelines / Titles I (Chapter IV), II, IV, and VIII.

Proposal for a Council Regulation establishing the European Regional Development Fund (ERDF), the European Social Fund (ESF), the Cohesion Fund (CF) and the European grouping of cross-border cooperation (EGCC).

-
State of play

1. On 16 July 2004 the Commission submitted its proposals for a new Cohesion policy, together with a number of communications and proposals related to the financial framework for the period 2007‑2013.

2. According to the Council Operational Programme for 2004 and the Multiannual strategic programme
, work within the Council will aim at reaching decisions by the European Council in December 2004 on principles and guidelines enabling the Union to achieve political agreement by the June 2005 European Council and final adoption by the end of that year.

3. Having in mind this objective, work in the Structural Actions Working Party has aimed at reaching agreement on principles and guidelines on some chapters and titles of the general Regulation.

4. At the conclusion of this phase of work, the Structural Actions Working Party accordingly submits the following report to COREPER / Council.
5. The Permanent Representatives Committee is therefore invited to suggest that the Council take note of the attached Working Party Report as an "A" item on the agenda of its forthcoming meeting on General Affairs and External Relations.

o

o

o
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I.
INTRODUCTION

1. The Commission submitted on 16 July 2004 its proposals for the following Regulations:

· General Regulation:

· Council Regulation laying down general provisions on the European Regional Development Fund, the European Social Fund and the Cohesion Fund.

· Specific Regulations:

· Council Regulation establishing a Cohesion Fund, 

· Regulation of the European Parliament and of the Council on the European Regional Development Fund,

· Regulation of the European Parliament and of the Council on the European Social Fund,

· Regulation of the European Parliament and of the Council establishing a European grouping of cross-border cooperation (EGCC).

Since that date, the Structural Actions Working Party has carried out an in depth examination of these draft Regulations.

2. The Presidency indicated that a clear line should be drawn in the discussions between the financial related issues of these Regulations, to be dealt with by the Ad hoc Financial Perspectives Group, and the content of the regulations, to be discussed in the Structural Actions Working Party.
3. Nevertheless, the Structural Actions Working Party has followed closely the work of the Ad hoc Group, in particular as regards the discussions related to the heading 1b of the Financial Perspectives. The Presidency has kept the Working Party informed on the work of  the Ad Hoc Group.
4. The present report outlines the main fields of possible consensus among delegations (principles and guidelines) over the issues identified by the Presidency as far as the general Regulation is concerned as well as an outline of the state of play as regards the specific Regulations. It is considered to be a good basis for progress for the forthcoming Presidency.
5. This report constitutes the state of play at this stage of proceedings and accordingly in no way prejudices the future or final positions of delegations. It remains therefore understood that the principle of "nothing is agreed until everything is agreed" remains valid and should be borne in mind at this stage of the examination process.

II.
DRAFT COUNCIL REGULATION LAYING DOWN GENERAL PROVISIONS ON THE EUROPEAN REGIONAL DEVELOPMENT FUND, THE EUROPEAN SOCIAL FUND AND THE COHESION FUND
- PRINCIPLES AND GUIDELINES

6. As regards the draft general Regulation, during the month of September
 the Structural Actions Working Party proceeded to an examination of the whole text. This examination was informed by delegations' written contributions pointing out their particular views and concerns on the proposal. These contributions allowed the Presidency to identify key issues that needed to be addressed further and those Chapters and Titles on which progress could be sought during the Dutch Presidency.

7. Consequently, during the months of October and November
, the Working Party worked according to the Presidency method, which consisted of an examination on the basis of a Presidency questionnaire. Following its discussion by the Working Party, the Presidency identified the lines along which a future agreement could be built, which allowed the Working Party to seek a general agreement on principles and guidelines of the chapters in question. 

8. The issues submitted for discussion during that period were: 
-
Chapter IV of Title I (Principles of assistance),
-
Title II (Strategic approach to cohesion),
-
Title IV (Effectiveness), 
-
and Title VIII (Committees).

9. Presidency questionnaires
 covering the scope of the relevant draft Regulation's Chapters, provided a framework for this examination, which was furthermore supplemented by written input from the Commission services
. An information seminar was also organised by the Commission services and the Presidency aiming at a better understanding of the technical aspects of the draft Regulation
.

10. The following points constitute the lines around which a possible agreement could be envisaged for future progress on the draft General Regulation.

II.1
Title I: Objectives and general rules on assistance

(Chapter IV)

Principles of assistance
Partnership (Article 10)

11. General agreement on maintaining the principle of partnership and recognition of the added value of this principle. Nevertheless the increased involvement of partners should not affect the smooth running of the programming process.

12. The partnership should be carried out according to the institutional arrangements and practices of each Member State.

13. Both in principle and for practical reasons, it should be up to the Member States to determine the modalities, level and timing of involvement of partners with regard to the NSRF.

14. The list of "other appropriate bodies" should not be mentioned in the Regulation. It should be made clear that the consultation of these bodies is secondary in relation to the partners mentioned in 10(1)(a) and (b).

Proportionality (Article 11 )

15. The scope of application of the proportionality principle should be broadened, where appropriate, beyond the areas proposed by the Commission.

16. Administrative arrangements which are proportionally related to the level of EU funding should be further explored, taking the arrangements for the control provisions as an example. As far as those provisions themselves are concerned (Article 73), the proposed ceilings should be modified to better reflect the proportionality principle.

17. In this context, some delegations called for further simplification.


Additionality (Article 13)

18. Agreement that additionality remains a key principle of Cohesion policy.

19. General support for maintaining the current calculation rules of verification of additionality for Objective 1. Although one delegation emphasised the need for improvements to the current verification methodology. Some delegations underlined that delegating the verification of additionality for the Objective 2 regions to the Member States was contrary to the equal treatment of Member States and would discriminate against the poorest Member States.

20. Introduction of the possibility of revising the agreed level of public or equivalent public expenditure is welcomed.

21. The correction mechanism, in case of non-respect of the additionality principle for the Convergence objective regions is welcomed, although some delegations considered it too restrictive. 

Equality between men and women (Article 14 )

22. General recognition of the importance of the principle. It should be contained in a separate article, as proposed by the Commission. Half of delegations suggested broadening its scope to cover other situations beyond equality between men and women. One delegation suggested deleting this article as it states the obvious and forms part of the Community priorities, which should not be all listed separately.

II.2
Title II: Strategic approach to Cohesion

(Chapter I)

Community strategic guidelines 

23. General support for a strategic approach for Cohesion policy, which should provide guidance and a stable policy framework for the intervention of the Funds, without being prescriptive. One delegation expressed serious reservations on this approach.

24. The strategic guidelines should be concise, high-level and strategic; established in partnership between the Commission and the Member States. A substantial number of delegations seriously questioned the need to have a section of the guidelines dedicated to Member States. These delegations emphasised the need to avoid a top-down approach and warned against the constraints it would impose on Member States. Three delegations opposed the inclusion of such a section.

25. The key elements of the strategic guidelines should be set out in the Regulation. These should include the means of reaching the main Cohesion policy objectives and a description of the contribution of this Policy to achieving the Lisbon and Göteborg goals.

26. A Council decision based on Article 161 (EC) would give the guidelines political value and visibility.

27. A mid-term review could be envisaged, only if necessary, on account of major changes in Community priorities. It should not however have direct impact on the revision of the NSRF and OPs.

(Chapter II)

National strategic reference framework

28. The NSRF would be an adequate instrument for constituting the link between national and regional priorities and the Community framework. One delegation considered that this instrument should be optional.

29. The NSRF should have a strategic nature. It should not constitute a management instrument.

30. The content of the NSRF should concentrate on the strategic section, with a simple operational section, which would include only necessary co-ordination elements, a list of operational programmes and an indicative breakdown of financial allocations by programmes, funds and objectives, allowing the ex-ante verification of additionality for the ‘Convergence’ objective. Support was expressed by quite a number of delegations for the inclusion of broader co-ordination mechanisms and of the appropriation for the EAFRD and EFF for the ‘Convergence’ objective. Some delegations considered that the "territorial co-operation" objective should be included in the NSRF as an optional element, although one delegation considered it as a necessary element. Four delegations were opposed to any operational section and considered that the ex-ante verification of additionality should be dealt with separately.

31. Wide acceptance of appropriate and meaningful indicators to measure main goals of the thematic and territorial priorities in the strategic section of NSRF. These indicators should be limited in number, simple and output-focused; they should not create burdensome processes and should take into account the principle of proportionality. Some however questioned the need for such indicators.

32. The agreement on the NSRF should be taken in the framework of a partnership between the Commission and Member States, thereby facilitating the timely adoption of Operational programmes. In this context, a lighter form of procedure should be envisaged. One delegation supports the procedure proposed by the Commission. The Commission representative considered it necessary to have a decision on the operational section taking note at the same time of the agreement between the Commission and the Member State on the strategic section. 


33. The possibility of a joint submission would be encouraged. However, the reservations expressed in the previous paragraphs should be kept in mind. 

(Chapter III)

Strategic follow-up and annual debate

34. General support for the principle of a strategic follow-up.

35. Progress reports should be produced on an interval ensuring that the reports would have a real content. There was broad support for a three-yearly interval. Two delegations insisted however on the annual frequency of the report as proposed by the Commission. The Commission representative deemed that a three-yearly interval was not sufficient. One delegation considered there was no need to establish additional reports as the existing cohesion report and annual implementing reports should suffice. This position should be borne in mind in relation to the following paragraphs.


36. Coherence should be kept between these strategic progress reports and the BEPGs and Employment Guidelines.


37. Examination of a Commission progress report at the Council level could be envisaged. It is emphasised that the Council has its own responsibility in deciding to forward its conclusions to the European Council or not.

38. A Council preparatory body, preferably the Structural Actions Working Party, should carry out preparatory work for the Council. The establishment of a special high-level committee was supported by two delegations.

39. The Council conclusions should not have a direct impact on the revision of the Operational Programmes, but should be considered as useful strategic guidance.

Timetable for the strategic approach/programming

40. The strategic approach should be carried out within realistic deadlines for both the Commission and the Member States.

41. The proposed time schedule would risk hindering a substantial discussion at European and national level, therefore solutions should be found in order to give room for substantial discussion.

42. The establishment of a realistic calendar for adoption of the Community Strategic Guidelines, the NSRF and the OPs is needed with a view to start implementing programmes on 1 January 2007.

II.3
Title IV: Effectiveness

Evaluation (Article 45-47)

43. Evaluation is considered to be an effective tool to reinforce effectiveness, quality and transparency.

44. The proposed increased level of flexibility is supported, however a significant number of delegations thought that even further flexibility could be introduced

45. The extension of the principle of proportionality (beyond Article 46(3)) should be explored.

46. Realistic deadlines should be established to avoid that the ex-ante evaluations for the OPs would lead to delays in the approval of the programmes. 

47. There is a divergence of views on the obligation for an ex-ante evaluation of the NSRF. A significant number of delegations considered it as unnecessary and burdensome. The Commission and a few delegations indicated that this evaluation should be maintained in an appropriate way.

48. A majority of delegations were of the view that the current  - more flexible - rules on evaluation should be maintained. However, some delegations thought that further consideration should be given to the proposed introduction of a common reference framework, which should set minimum evaluation quality standards. 

49. Assessors who carry out the evaluation could be either external or internal, but should be independent from the programming and managing authority - according to national rules. Two delegations were of the view that ex-ante evaluation should be the responsibility of the national authorities.

Reserve for quality and performance (Article 48)

50. A broad consensus exists against the community reserve for quality and performance. However a few delegations indicated that they were not against the principle as such but considered that the proposed mechanisms should be improved. Two of those delegations supported a reserve based on the current model
 (i.e. national reserve). Two delegations suggested using the decommitted funds from the n+2 rule to create a performance reserve. The Commission representative insisted on the necessity of a quality and performance reserve, the nature of which is to be determined.

Contingency reserve (Article 49)

51. It should be up to Member States to decide whether or not to set up a contingency reserve, if such a reserve should exist. In addition, a broader flexibility to revise the OPs should be considered in order to respond swiftly to unexpected challenges.

II.4
Title VIII: Committees

(Articles 104 and 105)

52. The text of the Regulation should be changed along the lines of (EC) Regulation 1260/99 as far as the description of the tasks of the Committees is concerned. Whether it should be reflected in the Articles 104 and 105 or in a recital needs further reflection.


53. No further role beyond that set out in Article 26 should be assigned to the Committees in relation to the strategic approach. Some delegations considered however that the Committees should not have a say at all in this context.

III.
DRAFT SPECIFIC REGULATIONS
– STATE OF PLAY

54. The Structural Actions Working Party started an in-depth examination of the draft specific Regulations in October 2004. The method adopted by the Presidency consisted, in this case, of a first exchange of views of each Regulation, followed by a detailed examination "article by article".

55. The examination of the draft regulations was supported by a number of key issues papers
 prepared by the Commission services, which aimed at identifying the subjects of particular interest to delegations and at allowing achieving further progress.

56. It is understood that the European Parliament would give its first reading on the ESF, ERDF and the EGCC sometime in May-June 2005 as soon as the EP had adopted a resolution on the Financial Perspectives in April 2005. The Presidency nevertheless continued the work on these draft Regulations.

III.1
Council Regulation establishing a Cohesion Fund 

57. The Working Party proceeded to a first examination of the draft Cohesion Fund Regulation on 1 October which was followed by an "article by article" examination on 28 October. On the basis of the discussions and written contributions submitted by delegations, the Presidency put forward a text
.

III.2
Regulation of the European Parliament and of the Council on the European Regional Development Fund

58. The Working Party proceeded to a first examination of the draft ERDF Regulation on 7 and 22 October. It was followed by an " article by article " examination on 11 and 12 November.

59. At this stage, there were a number of outstanding issues which prevented further progress in the file due to its connection with parts of the General Regulation which have not been examined.

60. Further discussion should be needed under the forthcoming Presidency on the basis of the result of the examination
 of this draft Regulation.

III.3
Regulation of the European Parliament and of the Council on the European Social Fund

61. The Structural Actions Working Party proceeded to a first examination of the draft ESF Regulation on 1 October which was followed by an " article by article " examination on 21 October.

62. At the request of the Presidency, delegations submitted amendments, which were used to prepare a Presidency text
 which was discussed at the meeting on 25 November.

III.4
Regulation of the European Parliament and of the Council establishing a European Grouping of Cross-border Cooperation (EGCC).

63. The Structural Actions Working Party examined for the first time the draft EGCC Regulation on 22 October. There was a second meeting on 2 December.

ANNEX

LIST OF FICHES PROVIDED BY THE COMMISSION SERVICES


TITLE

Fiche 1
The urban dimension

Fiche 2
Geographical handicaps

Fiche 3
Eligibility simulation 2007+

Fiche 4
Cooperation interregionale

Fiche 5
Additionality

Fiche 6
Proportionality

Fiche 7
Depenses publiques et assimilables

Fiche 8
List of border regions in EU25

Fiche 9 
Beneficiaire et organisme intermediaire

Fiche 10
Cohesion Fund Methodology for determining Member States’ financial allocations

Fiche 11
Evaluation

Fiche 12
Reserves

Fiche 13
Transfer from cohesion policy to rural development and fisheries sector

Fiche 14
Mechanisme de correction financiere en matiere d’additionalite

Fiche 15
The added value of cohesion policy

Fiche 16
Simplification de la reglementation

Comparaison avec la période 2000-2006

Fiche 17
Capping of resources + Annex

Fiche 19 REV
Repartition du paquet financier pour la politique de cohesion 

2007-2013

Fiche 21
Management and control 

Comparaison avec la période 2000-2006

Fiche 22
Programmation 2007-2013 

Partage responsabilités Commission/Etats membres et calendrier indicatif

Fiche 24
Comitologie. 

Comparison avec la periode 2000 – 2006

Fiche 25
Gestion financière

Fiche 26
Regional competitiveness and employment objective. Methodology 

for determining Member States' financial allocations

Fiche 27
Capping of resources

Fiche 28
European territorial cooperation objective.

Methodology for determining Member States' financial allocations

Fiche 29
Regions Ultraperipheriques : Les handicaps fondant l’allocation specifique FEDER

Fiche 31
Orientations Strategiques de la Cohesion (OSC)

Fiche 33
What base for calculating eligibility to cohesion policy

_______________________







� 	Doc. 15369/03 and doc. 15420/1/03.


� 	The fiches were received by the Council Secretariat in English or French only.


� 	10, 16, 23 and 30 September 2004


� 	1, 7, 14, 21-22, 28 October 2004 as well as 11-12, 18, 25-26 November 2004 


� 	Doc. 13031/04 and doc. 13316/04


� 	See list of fiches in Annex 1.


� 	"Programming, Financial management and Control", Brussels, 22-23 November 2004.


� Article 44. (EC) Regulation 1260/99 


� 	Except the draft EGCC Regulation.


� 	Doc. 15045/04


� 	Doc. 14863/04


� 	Doc. 14470/04
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