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1. INTRODUCTION

This document is intended to guide the Member States (including future Member States) and all project promoters in their work during the period 2000-06.

Regulation (EC) No 1164/94 of 26 May 1994 establishing a Cohesion Fund was amended by the following Council Regulations:

· (EC) No 1264/99 of 21 June 1999;

· (EC) No 1265/99 of 21 June 1999 amending Annex II.

These two Regulations came into force on 1 January 2000.

Although the basic principles of Regulation (EC) No 1164/94 were not altered, some provisions were adjusted to take account of the experience gained from management during the period 1993-99, the new macro-economic situation (introduction of the euro and increased convergence), the desire to improve management and control systems and the need to simplify financial management, rationalise the presentation of projects and adopt a more strategic approach than in the past.

In addition, Commission Regulation N°1386/2002 was approved on 29th July 2003
 concerning the management and control system and the financial correction procedures relating to the Cohesion Fund.

2. guidelines Advocated by the Commission for the period 2000-06

Three general principles guide the Commission’s approach in preparing and managing the Cohesion Fund:

· a more strategic approach;

· greater rationalisation in the size of projects and groups of projects;

· increased coordination with the other Community instruments, in particular the ERDF.

2.1. A more strategic approach : integration in the National Development Plan or Single Programming Document

Although the Cohesion Fund will still continue to operate by financing projects, as required by both the Treaty and the Regulation, the forthcoming period will be prepared and based on the following principles:

· better definition of the strategy and priorities for assistance for each sector;

· application of the ‘polluter-pays’ principle;

· greater attention to the mixed financing of projects.

2.1.1. Strategy and priorities for assistance

Although the Cohesion Fund will remain an instrument for financing individual projects, it is clear that a more effective allocation of funds will require the introduction of a strategy, the definition of priorities for assistance and the identification of the resources for achieving them.

As far as the Commission is concerned, the experience gained and the guidelines laid down in the past may now be given formal shape and provide a basis for future assistance.

These principles are developed in operational terms in the attached documents on the strategy of the Cohesion Fund in the areas of the environment and transport (Annexes A and B respectively).

2.1.1.1. 
Environment

The Cohesion Fund will continue to concentrate its financial support on three priority sectors:

· the supply of drinking water;

· sewerage and water treatment;

· the management of urban, industrial and dangerous solid waste.

These sectors are not exclusive but they do constitute priorities. Other sectors like air pollution, flood prevention, land remediation, monitoring of soil, air and water,… could be also progressively taken into consideration.

The Commission’s main aim is to complete the cycle of assistance and provide what is missing in existing systems, and to finance integrated working systems.

In applying these guidelines, the Commission will base its assistance on sectoral plans where these are required 

2.1.1.2. 
Trans-European transport networks

Since the Cohesion Fund was established, its assistance to transport has concentrated on the establishment of the trans-European transport networks. These have now been defined and are well-known. However, there appears to be a need to lay down priorities for assistance from the Cohesion Fund and to specify the projects of common interest which merit support.

Over the forthcoming period, the Fund will seek to concentrate its assistance on the following main sectors:

· completing the missing links in the priority list as identified at the Essen European Council; (Annex III of Decision 1692/96/EC for the development of the TEN-T network)

· investment along the 10 Pan –European Transport Corridors;

· promoting rail and combined transport;

· developing multi-modal platforms;

· improving traffic management systems.

2.1.1.3. 
A Reference Framework

The new Article B(2) of the amended Annex to the Regulation emphasises the need for projects to be consistent with a general environmental or transport strategy at administrative unit (to be understood as territorial unit) or sector level.

In the Commission’s view, this strategy should be defined and set down formally in a set of guidelines which will provide the “reference framework” for assistance from the Fund.

This Reference Framework, to be defined at the most appropriate level, should include:

· a definition of the long term objectives;

· a list of individual projects;

· the interim objectives to be achieved by 2006;

· the projects to be carried out to achieve those objectives and their relative priority;

· for each project, an initial indication of the investment costs and an indicative plan of sources of finance.

This document will not be formally approved by the Commission and can under no circumstances be regarded as an application for assistance with consequences in terms of the eligibility of expenditure.

The document shall be drawn up by the Member State at the most appropriate level.

2.1.2. Greater attention to the ‘polluter-pays’ principle and the prudent use of resources

Regulation (EC) No 1264/99 amended Article 7 of Regulation (EC) No 1164/94 concerning rates of assistance by introducing an element of modulation to take account of application of the ‘polluter-pays’ principle.

In its statement annexed to the minutes of the Council meeting adopting Regulation (EC) No 1264/99, the Commission set out the basic rules to be used to apply this principle, which are the same for the Cohesion Fund and the Structural Funds. The Commission's aim is to encourage systems where the environmental costs of pollution and preventative measures will be borne by those who cause pollution. The Commission, in pursuing this aim, must respect the objectives of cohesion, while such systems will be developed progressively and in cooperation with the Member States concerned.

The strategy of the Cohesion Fund in relation to the ‘polluter-pays’ principle is set out in Annex C.

2.1.3. Taking better account of private sources of finance

In its communication on Agenda 2000, the Commission stated that it wished to maximise the multiplier effect of Community finance in order to increase the amount of infrastructure financed at a time of increased constraints on national public expenditure.

Article 7 of Regulation (EC) No 1164/94 as amended by Regulation (EC) No 1264/99 clearly states that the Commission will support the efforts of the Member States in this direction.

Experience of the management of the Cohesion Fund and the progress of national policies on public-private finance demonstrate that specific measures may be developed with the private sector.

Naturally, prime responsibility for seeking out private sources of finance lies with the Member State.

2.2. Rationalised management of the Cohesion Fund

The Cohesion Fund was established to finance individual projects having a significant impact.

Regulation (EC) No 1164/94 laid down that, as a rule, projects should cost EUR 10 million.

Article A of Annex II to Regulation (EC) No 1164/94, as amended by Regulation (EC) No 1265/99, seeks to define precisely the concept of projects and stages of projects. On the basis of current practice, it introduces precise criteria for grouping projects.

It has been clear that the presentation and management of groups of projects can be simplified. The management of such groups of projects has, in the past, resulted in an excessive number of amendments to the decisions granting assistance.

The Commission therefore proposes to enter into discussions with each Member State concerned on how this method of working can be better used.  The concept of a group of projects should be a tool for establishing a more direct link between Cohesion Fund activities and the plans defined on a appropriate territorial basis in the area of environment.

2.3. Coordination with other Community instruments, in particular the ERDF

The legal arrangements governing the Cohesion Fund do not constitute an obstacle to greater coordination with the other Community instruments, and in particular the ERDF.

For its part, the Commission has already tabled guidelines for programming assistance from the Structural Funds and their coordination with the Cohesion Fund during the period 2000-06
. More recently, the Commission has issued some additional guidelines for the Candidate countries.

Complementarity with the assistance to TEN-T network, which is principally targeted at the feasibility and encouragement of projects of common interest, should also be verified 

One of the sources of coordination will be the programming documents drawn up by the Member States, including the Regional Development Plan, and, in the case of the Cohesion Fund, the Reference Framework.

The Commission will also make use of the guidelines it has drawn up as part of its communications on cohesion and the environment
 and cohesion and Transport
.

3. PROJECT SUBMISSION BY THE MEMBER STATES 

In line with the principles set out in 2 above, the selection, preparation and submission of projects by the Member States must be ordered and systematic; experience of management has suggests that many improvements could be made to projects as regards these points and in terms of their quality.

The efforts already made by both parties should be stepped up in three areas:

- organisation of projects;

- quality of applications for assistance;

- new arrangements for financial management.

3.1. Organisation

This will be based on the following:

· the preparation of overall strategies for measures to be financed by the Cohesion Fund as identified mainly by the National Development Plan and the Reference Framework for the Cohesion Fund (based on the amended Article B of Annex II to the Regulation);

· the identification of sets of projects to be financed through planning documents and submitted to the Commission (e.g. plans for urban waste management or water catchment areas);

· the calendar and arrangements for implementing the ‘polluter-pays’ principle;

· the efforts of the Member State to develop public-private partnerships.  

In relation to this last point, the Member State will explain how it intends to make certain efforts to implement this type of partnership.

3.2. The quality of applications for assistance and their submission

3.2.1. The new form for applying for assistance

A new form will be used to apply for assistance for projects to be financed from 1 January 2000 (Annex D). The form includes the n requirements of the Regulation and has one part that applies to all projects and a second that is specific to environmental or transport projects.

3.2.2. Eligibility

Article D of Annex II to Regulation (EC) No 1164/94, as amended by Regulation (EC) No 1265/99, requires the Commission to lay down common rules on the eligibility of expenditure.

Consequently the Commission has approved a new Regulation
 on the Cohesion Fund taking account of the general principles applicable to eligibility under the Structural funds.

3.2.3. Public contracts

The revised application for assistance incorporates a check-list (Annex II) to allow the Commission to verify that the competent authorities of the Member State have ensured compliance with the relevant Community legislation.

3.2.4. Project submission 

The Regulation lays down no rules on the timing of the submission of projects. In order to retain flexibility, the Commission has proposed no change to this situation. 

However, experience shows that projects are often submitted late in the year and that the number of applications for assistance submitted meant that the Commission had no “stock” of projects. 

The Commission would like to have such a stock throughout the forthcoming period so that it can undertake selection and evaluation in a way that ensures a more even spread flow of decisions to grant assistance over the year.

In any event, the Member State will have to engage in anticipatory management since Article C of Annex II to Regulation (EC) No 1164/94, as amended by Regulation (EC) No 1265/99, requires subsequent commitments to be made at the beginning of each budget year and as a general rule by 30 April.

3.3. New financial management arrangements

The Cohesion fund regulation maintains, with certain adjustments, a system of financial management based on commitments by instalments and single commitments. Concerning the management of payment credits,  the advance of 20% will be granted under certain conditions, followed by intermediate payments and the payment of the balance. 

The financial provisions that came into force from 1 January, 2000 have been modified in December 2001 and are in Annex E to this document (the new annex III to the decision to grant assistance for single commitment and commitments by instalments respectively ).
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