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Executive summary

On 22 December 2010, the European Commission atlagptproposal for a
Regulation of the European Parliament and of thenCib of the European
Union on financial rules applicable to the annuatigeet of the Union (COM
(2010) 815 final), also known as the EU Financiah&ation. This legislative
proposal will have a major impact on local and oegi authorities through the
simplification measures it includes, particularlggarding the use of EU
Structural Funds. Furthermore, on 6 October 2044 ,Huropean Commission
adopted the legislative package for cohesion pofmy 2014-2020, which
contains a set of additional simplification measur&his file note seeks to
assess whether the Commission’s proposed measateb the needs expressed
by Local and Regional Authorities (LRAs) and whettieey will contribute to
more efficient and effective spending.

The first part of this file note describes the etaf play of inter-institutional

negotiations on the EU Financial Regulation, presi summary of the main
simplification measures, and compares the measumgmsed in the Financial
Regulation to those proposed in the cohesion pd&gyslative package. The
analysis of the inter-institutional negotiations G®M (2010) 815 final shows
that the changes negotiated between the Europehaniant and the Council of
the European Union are broadly supportive of thsitfpm expressed by the
Committee of the Regions (CoR). The overview of shaplification measures
draws attention to the fact that some ‘simplifioati measures’ do not
necessarily facilitate the use of EU Funds by heragfes. Overall, the

comparison between the measures proposed by then{Ssion indicates that,
generally, both proposals are coherent with eablerptalthough the level of
detail can vary depending on the specific topic.

The second part of this file note examines the ey which the simplification
measures respond to the needs expressed by LR#laats their impact on the
use of EU Funds, and points out a number of meagheat will require changes
exclusively for LRAs and national governments. Samaplification measures
seem to go in the right direction and aim to, fostance, reduce the
administrative burden on both beneficiaries andagarg authorities, which has
been called for repeatedly by LRAs and the CoR. &il@x, the overall impact
of the proposed measures might not be clear-cit regard to simultaneously
achieving both objectives, i.e. a simplified useFainds by LRAs and more
efficient and effective spending. Last but not teaamight take time to see the
positive effects of simplification.



Introduction

“The Committee of the Regions regrets that becaistne complexity of the
funding mechanisms, European projects are drivenremand more by
compliance with administrative procedures rathaartllevelopment stratedy”

For a long time, the Committee of the Regions (Cb&) called for simplified
rules regulating the use of EU funds so that Laoad Regional Authorities
(LRAs) can make better use of the funds and imprdoke effective
implementation of projects. Not only has this rexjuseen constantly supported
by LRAs in conferences or through their participatin public consultations,
but also by other stakeholders, such as the Eunopediament (EP). Indeed,
the EP has regularly stated that simplificatiorpoficy implementation has to
continue and be accompanied by the simplificatibmational and regional
procedures, and that the correct balance betweecegural simplicity and
efficiency and good financial management needstéobnd. In the context of
the economic crisis and scarce financial resourites,objective has become
even more important to make sure that the deliveeghanisms of the budget
operate in the most efficient way and facilitate timplementation of EU
policies.

In this context, on 22 December 2010, the Europ@ammission adopted a
proposal for a Regulation of the European Parliaraed of the Council of the
European Union on the financial rules applicabléh® annual budget of the
Union (COM(2010) 815 final) — the ‘EU Financial Reagtion (FR)’, which
introduces new simplification measures. The FRfisa dorizontal nature. It
contains all of the principles and rules which govéhe EU budget and is
subject to revision at least every three yearsrdeoto adapt budget delivery
mechanisms to the economic context and currentigadlichallenges. It is also
worth mentioning that, in February 2012, the Consnis is planning to release
a ‘Communication on simplification in the post 20Egislative framework’,
summarising the main simplification measures fromdgeneral proposals on the
MFF and the sectoral legal bases aimed at redub@agdministrative burden
and facilitating access to funding. Simplificatial be described as a priority
during both the legislative process and the implaateon of programmes.

Before the Commission adopted the proposal in Deeer2010, and in the
context of the triennial revision, the FR was aleaevised in May 2010
(COM(2010) 260 final), following a public consult@. This revision aimed
mostly at increasing the efficiency of the EU buggadjusting the financial
rules with the new requirements of budget implemon (co-financing with
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other donors, specific financial instruments, RulBlrivate Partnerships (PPP))
and reducing the disproportionate workload credigdbasic rules, such as
interests in pre-financing. The proposal of Decem®@10 does not add any
change of substance but brings the triennial rewisif the FR as well as the
revision of the FR to align it with the Lisbon ThedCOM(2010) 71 final) in a
single text.

It should, however, not be forgotten that the neviof the FR occurs while the
EU also discusses the next Multiannual Financiaintework (MFF) and the

rules governing the post-2013 programmes. In gralcterms, this means that
the simplification measures brought forward by thd FR will have to be

combined with the new legislation regarding EU fsinchotably with the

cohesion policy legislative package published ey @mmmission on 6 October
2011. All'in all, it will have major implicationsmothe management of EU funds
by LRAs and may either simplify or complicate thempliance of regional

programmes with EU rules.

This note, produced by the European Policy CenEB(Q) as part of its
Framework Contract with the CoR, assesses the imgfathe simplification
measures proposed by the European Commission ors IdRAhe basis of the
following elements:

1. the measures introduced in the EU FR;

2. the measures introduced in the cohesion policglatye package; and

3. the needs expressed by the LRAs and the CoR witarde to

simplification measures.

The analysis developed in this note takes into @aicawo dimensions of
simplification: on one hand, it takes a legal apgfoand looks at and compares
the innovations introduced in both Commission peabs; on the other hand, the
paper takes a more political approach and analbether the measures will
contribute to meet one of the key guiding princspté the EU budget, namely
achieving better efficiency and effectiveness.



PART 1: General overview

1.1 State of play of inter-institutional negotiations m the
EU Financial Regulation

Before assessing the impact of the simplificatioeasures in the two
Commission proposals, it is important to first dése the broad political
context, in particular the state of play of intestitutional negotiations on the
EU FR.

The Commission’s proposal for a EU FR is basedhendrdinary legislative
procedure, since the entry into force of the Lisdaraty. According to this
procedure, the proposal was submitted to both thiegean Council and the EP.

The European Council received the proposal on Galg2011, and the Budget
Committee examined the proposal at several meetings February until April
2011. The public documents of the Council mentibat ta large number of
delegations have expressed reservation of thethattthe proposal is ‘closely
linked with upcoming Commission proposals includingancial aspects, such
as the one concerning the delegated Regulation ainiledd rules for its
application, as well as those concerning sectociBpeules related to various
expenditure aredsS’ In addition the documents indicate that some deiegs
have expressed reservations on specific articteapty Article 56 on the shared
management (implementation of the budget) with Menthitates, Articles 130
and 131 on Financial Instruments, Article 178 on BEWst Funds for external
actions and Article 195 related to building progediowever, it is worth noting
that the details of the positions of the Councé aague and that there is no
information on the specific areas of controversiynaeen delegations.

On 26 September 2011, the proposal was also sabjdot the vote of the
European Parliament's Committee on Budgets and GQteenon Budgetary
Control. On 26 October 2011, the Parliament vot8t amendments. These
amendments also take into account the positiomeiCGouncil, which has held
bilateral negotiations with the EP in order to aeki an agreement in first
reading. Some of the EP’s main changes relatedeaimplification measures
or measures that will have a direct impact on LRa&sssummarised below:

- According to the EP, the obligation to generatterest on pre-
financing and to recover such interest should be lifted imatety.
The EP’s stance goes much further than the Comwoni'ssproposal
which stated thatthere should no longer be abligation to generate
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interest on pre-financintj’ Given the common position of the Council
and the EP, interest on pre-financing is thereli@ety to disappear.

In order to better assess fttigk of error ' and to react accordingly, the
EP calls for a management tool showing the ris&radr. Initially, the
Commission proposed that ‘Concerning provisiongmportionality,
the notion of tolerable risk of error should beaaduced as part of the
risk assessment made by the Authorising Officere Tilmstitutions
should be able to move away from the general 2%emadity
threshold used by the Court of Auditors (...). Ehneopean Parliament
and the Council should therefore determine thellef/¢olerable risk
of error per policy area, taking into account tlests and benefits of
controls™. By proposing such a management tool, the EP deter
to the request of the CdRasking for a specific early warning scheme.

The EP considers that theeansparency of the financial rules

regarding the establishment and implementatiomefgeneral budget
should be increased. Furthermore, the overall pamemncy of how and
where EU funds are being spent should be improfoedgxample by

publishing relevant information about the final tractors and
beneficiaries of such funding. Publishing such iinfation would,

however, need to be in line with confidentialitydadata security
rights.

For very low and low-value grants the EP advocates simplified
procedures in accounting and authorisation in ortlercreate a
beneficiary-driven approach.

On thebasic control and audit obligationof Member States (MS),
the Parliament adds to the Commission’s proposal fmovisions,
setting out a coherent framework for all policyase€oncerned, should
not create any additional control structures bubvalthe MS to
accredit bodies entrusted with the implementatiobmon funds. The
MS should have the competence to determine thetyerdr
organisations carrying out the functions of theraditing authority.
Furthermore, the EP adds that all obligations fowsé structures
should be contained in the Regulation in ordemiprove the overall
legal certainty. Again, this amendment is very muckupport of the
requirements of the CoR.

According to the EP, all draft proposals submittedthe legislative
authority should be suitable for the application wudger-friendly
information technologiesdgovernment) and the interoperability of
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data processed in the management of the budgetdsheuensured,
which should improve efficiency. Uniform data tremssion standards
for data available in electronic format should berefeen. A
transitional period of two years from the entryoinfiorce of this
Regulation should be granted for the attainmenthefe targets. By
adding this to the proposal, the EP introducegal leansition period,
which may be very useful for some LRAs.

- The EP simplifies Recital 38 of the Commission’sgarsal by saying
thatlump sums and flat rate$" should be used on a voluntary basis
and only applied where appropriate. Also, it céiisa clarification of
the terminology.

- The EP calls for further clarification or reasonable definition of
eligible costs as it would enhance compliance with the full cost
principle, namely direct and indirect costs, upatneand downstream
of research.

Generally speaking, the analysis of the aforemapticamendments shows that

the changes negotiated between the Council an&Rnhare broadly supportive
of the position of the CoR, as detailed in parf this note.

1.2 Summary of the main simplification measures

1.2.1 The objectives

Efficient and effective spending, considered as ainthe guiding principles of
the EU budget, can be broken down into 3 main ébgs, which are about (i)
delivering European added value, (ii) increasirggkrformance of the policies,
and (iii) reducing administrative burden and risfoe

Simplification measures are mostly designed toeachthe third objective and
contribute therefore to more efficient and effeetispending. Several reforms
have already been implemented in the past, be paasof the revision of the
Financial Regulation or of the cohesion policy, ander to alleviate the
administrative burden in terms of management amdralh contribute to cost
savings for both the Commission and beneficiaried seduce the error rate
linked to the complexity of the system. However,usmslerlined in the 2009
Opinior* of the High Level Groupon Administrative Burden Reduction with
regard to cohesion policy, their effects have beaited, as the administrative
costsfor the single act analysed in the priority areda&son Policy amounted
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to as much as €929m. It is worth noting here that@oR has been active in
providing input to the Group's report on best pcacin Member States to
implement EU legislation in the least burdensomeg.wide CoR organised a
consultation of local and regional authorities nder to generate input for the
report.

1.2.2 The policy framework

Among the major hallmarks of the next set of progres, the Commission has
proposed to develop antegrated and results oriented strategyin order to
maximise the impact of EU funds. In essence, sucttraegy consists of
aligning the EU budget with the key political olijees of Europe 2020 of
smart, sustainable and inclusive growth, strengtigethe coordination and
concentration of EU funds to serve common prigitiand rewarding
performance.

Developing such a strategy will have concrete iogtions which are at the core
of the simplification measures presented in thet rs@ction. These concrete
implications are: (i) the creation of the Commomag&igic Framework (CSF)

and common provisions governing all CSF Fundsa(sfrong focus on outputs
through the introduction of indicators and monigriprogress towards agreed
objectives, (iii) the concentration of EU spendorgll thematic objectives.

« The CSF aims to ensure theoordination of five funds — European
Regional Development Fund (ERDF), the Europeandbdaind (ESF),
the Cohesion Fund (CF), the European Agriculturahd- for Rural
Development (EAFRD) and the future European Mastiamd Fisheries
Fund (EMFF) that will cover 42.2% of the next MFFiis framework
will translate ‘the objectives and targets of theidh priorities of smart,
sustainable and inclusive growth into key actiomsthe ERDF, the CF,
the ESF, the EAFRD and the EMFF which will ensuneirdegrated use
of the CSF Funds to deliver common objectit/eBut the key novelty of
the CSF is the common provisions it provides widgard to the
management, monitoring, evaluation, control andvdg} of all funds as
mentioned above. The underlying objective of then@mn provisions is
to make the rules which govern EU funds more urtdedable for
beneficiaries and to strengthen the coherence keatwbe different
instruments in view of increasing synergy and hgygreater impact.

* Theintroduction of indicators — financial, output and result indicators
for each priority of a given programme aim to ‘@&sserogress of
programme implementation towards achievement otdatlves as the
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basis for monitoring, evaluation and review perfante®. Common
indicators and potentially programme-specific iadors will be provided

by the Fund-specific rules.

« The Commission has defined a listtbématic objectives” in line with
the Europe 2020 strategy in order to focus theoastof the Union on a
limited number of priorities and bring the greatadtled value. The 11
thematic objectives will then be divided into otlsgecific objectives for
each of the CSF funds. However, as underlinederMkF proposals and
mentioned in a previous analysis (E. Molino andZkleeg, with S.
Chiorean-Sime (2011b)), the ‘thematic concentratiril not be the
same for each region. While it will result in a dar choice for
convergence regions, competitiveness and transiti@mgions will be
obliged to concentrate their resources on enerfigiexicies, renewable
energies, SME competitiveness and innovation.

The key tool through which the Commission will a@ionensure the coordination
and concentration of EU funds is tli&artnership Contract. This contract,
negotiated between each Member State and the Cemmisvill have to set out
how each State intends to translate the thematectes of the CSF into
national investment objectives and priorities ic@dance with its own macro-
economic level and territorial specificities. Thencrete implementation of these
priorities will be articulated through the opera@ programmes divided into
priority axes. As stipulated in Article 88 of COM(21) 615 final, operational
programmes may now receive common support fronf-thnels in order to better
benefit from synergies and increase the added \odlumrestments.

1.2.2 An overview of the simplification measures

Before presenting the simplification measures psegdoby the Commission in
both the revision of the EU FR and the cohesiomcpadégislative package it is
important to recall that there is no definitistnicto senswof what constitutes a
simplification measure and no criteria against Wwhi@ measure can be
considered as simplifying the use of EU Funds. éfoge, some measures called
‘simplification measures’ do not automatically faate the use of Funds by
beneficiaries. That being said, it is importanutaerline that this section looks
specifically at the measures proposed by the Cosiomsand summarise them.
A more critical analysis of the impact of these meas, on both the use of
funds by LRAs and the key principle of efficientdagffective spending, will be
covered in Part 2.

While addressing simplification, the official docants of the Commission and
the CoR often refer to some key aspects of the paymmanagement,
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monitoring, control and evaluation system of thendsi The simplification

measures proposed by the Commission in both afdr@saposals cover those
aspects and also introduce new ones. As indicatediqusly, some of the
simplification measures stem directly from the éhieforementioned concrete
implications of the move towards a more integratatd results-oriented
strategy. These simplification measures can be sumed as follows:

In both proposals, the Commission propos@smon provisions
related to management, control, monitoring and evaiation
which are similar across all shared managementumsnts.
These provisions are based on a set of four kenciptes, which
are flexibility, proportionality, sound financial anagement and
accountability. As an example, a system of nati@uareditation
IS introduced in order to put emphasis on the camemt of
Member States to sound financial management. Bestde
common principles, both proposals provide detaifddrmation
with regard to the rules for payment, the role atle authority
involved in the management, control, monitoring @waluation
of the programmes as well as to the different ptooes to be
followed throughout the implemention process.

The Commission’s proposals also contammmon provisions on
the delivery, which include common rules on eligible
expenditure, the different forms of financial sugpaimplified
costs, and durability of operations. The key inimraunder this
heading concerns the availabilty of a wide rangé o
reimbursement options, including simplified optiossich as
standard scales of unit costs, flat rates and lsonms. These
options are part of the strategy aiming at shiftihg regime of
grants from a real-cost based management towgrsdg@mance-
based scheme in view to simplifying procedural dadumentary
requirements.

In the cohesion policy legislative package, the @ussion
proposes amtegrated use of the Structural Funds supporting
the ‘Investment for jobs and growth’ goal Such an integrated
use implies the creation of Joint Action Plans \whoonsist of a
group of projects as part of an operational prognamwith
specific objectives, result indicators and outparid means that it
will be possible to combine support from the diéfietr Funds.

The Commission suggests aimplified use of financial
instruments so that their use can be combined with EU funds. T
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this end, the Commission wants to offer ready-madkitions
through access to financial instruments set up ltlével and
models for national and regional funds based ondstal terms
and conditions laid down by the Commission. The @ussion
also proposes to extend the possibilities of usfim@ncial
instruments so that they can be applicable for tgtles of
investment and beneficiary. The objective of thieification
measure is to multiply the effect of Union funds rasch as
possible.

- In both proposals, the Commission is very much aaotir of
developing E-governance For example, it proposes that all
official exchange of information between the MemBgates and
the Commission shall be carried out using an elaatr data
exchange system established by the Commission.

In addition to simplification measures, the propesal the Commission also
introduce other measures — not named as simpiditaneasures but also
contribute to the reduction of administrative burdand error risks and to
achieve better efficiency — which will have a majompact on LRAs. These
measures include:

- Ex ante and ex post conditionality, and the pertoroe reserve;

- macro-economic conditionality;

- differentiated co-financing rates; and

- the use of innovative financial instruments.

 Theex ante, ex post conditionality and performance ierveare at the
core of the results-orientated strategy of the Casion. In order to
ensure better spending, the Commission will ask Manstates to fulfill
some ex ante conditions, such as the proper fumogoof public
procurement systems, before the funds are dishuEsednte conditions
will be listed in the Partnership Contracts. Ex tposnditionality will
apply following the evaluation of the achievemenmttargets and will
make the release of additional funds contingenperiormance. Should
the ex post evaluation be disappointing, suspensfofunds might be
envisaged. In the contrary, a performance resemwv®(nting to 5% of the
funds) will award regions which have met their rwitses.

* The rationale fomacro economic conditionalityhas been explained by
the Commission as needing to ensure that the péeetss of the funds is
not undermined by unsound macro-fiscal policies.eréfore, the
Commission envisages to closely link cohesion polio European
economic governance by introducing macro-econoramditions in the
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Partnership Contracts. Therefore, it might implye teuspension of
funding iIf Member States do not remain within theximum debt and
deficits levels or fail to take remedial actions.

* In order to help regions with low absorption furglimnd because some
regions do not have the financial resources to igeownational co-
financing at a time of economic crisis, the Comioissproposes to
maintaindifferentiated co-financing rates These rates differ according
to the macro-economic status of a given region amake specifically,
according to the objective pursued by the prograrmntethe fund used to
support it. Also, the Commission foreseesaflow a temporary increase
in the co-financing rate by 10 percentage pointsoime specific cases, in
particular when a Member State is receiving finah@&ssistance in
accordance with Article 136 and 143 of the Lisboeaty.

At a time of scarce financial resources, the Corsiors proposes to
broaden the use @inovative financial instruments in order to increase
the leverage of Union’s funds. In the cohesiongpolegislative package,
the Commission states that these instruments shpyoldde support for
enterprises and projects expected to generateasuiastfinancial returns.
However, the statement remains vague and the Caiumisioes not
exactly specify which instrument would be the magipropriate to
achieve this objective. In the revision of the ER,Rhe Commission
mentions two innovations applicable to cohesioncyolvhich consist of
developingsynergy with EIB funds and facilitating the creation of
PPPs.

1.3Comparison of the measures proposed by the
Commission

Comparing the simplification measures proposechky@ommission in both the

EU Financial Regulation and the cohesion policyskagyve package allows us

to determine whether they contain differences anakssess if the Commission’s
proposals are coherent with each other. Annex tiges a detailed comparison

around each theme summarising the simplificatiomsuees (these themes are
already listed in the above section).

By comparing the two columns of Annex 1, one cate riloat:
- generally speaking, both proposals are cohereriit ®aich other
even if the level of details varies according tpi¢s;
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both proposals often refer to sector or Fund-$ipetiles;

the cohesion policy package provides more detarearmation
regarding the procedures to be followed by Funcebeiaries;
both proposals are vague with regards to the imghtation of
simplified costs options. Moreover, the EU Finah&agulation
mentions the use of lump sums and flat rates amlyespect of
grants and do not consider expenditure implemeumter shared
management with MS within the meaning of grant (&eticle
115);

none of the proposals provides a clear definitioh tle
circumstances under which (new) financial instruteeshould be
used and the objectives they should follow.
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PART 2: Simplification measures vs. the
needs of LRAS

2.1 Do simplification measures respond to the needs of
LRAS?

2.1.1 The public consultation

From October to December 2009, the Commission leeshca public
consultation which preceded the publication of Ei¢ Financial Regulation.
This consultation was structured around 11 questiand the Commission
received 235 contributions from a wide range ofpectives. 44 contributions
(i.e. 19%) came from Public Authoriti®sThe following paragraph focuses on
the opinions of LRAs and summarises their respotisagisare relevant to the
simplification measures on the use of EU funds.

The most common contributions of LRAs related taficial management. The
majority of Public Authorities expressed the needntaintain current co-
financing requirements in order to maintain high commitment to carrying o
projects. There was a general consensus that chdontributions should also
be taken into consideration. Wide support was esga@ for thencreased use
of lump sums and flat ratesas a means of reducing the administrative burden
for beneficiaries. However, the idea of coveringtscon the basis of expected
outputs created a division between those who arthegdt would lead to more
flexibility and more cost effective implementatioh projects, and those who
were against the idea due to the risk of failureé @wsts not being covered. Also,
the majority of respondents asked fomare flexible application of the non-
profit rule , as a way to facilitate the sustainability of picig and decrease the
need to search for grants. Previously, the EU F@&rRegulation stipulated
that EU grants could not generate profit for beasiafies as subsidy should not
have a commercial purpose. This non-profit ruleemftcreated significant
administrative work for the beneficiaries. Regagdiimit for a small grant, the
suggestions included, to a large extan, increase of the amount for low
value grantsbetween €25.000 and €75.000, and the amoumefyrlow value
grants between €10.000 and €25.000. Last but not leps#;financing
payments and the reimbursement of interestgroved unsatisfactory, most
respondents preferring a rate of pre-financing thatld be adapted according
to the type of beneficiary, and using a standamhiéda for all grants to calculate
and deduct interest rates. Public authorities edssed the issue of becoming
exempt from pre-financing guarantees.
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With regard to the simplification of thapplication procedure, respondents
generally showed clear support for both the progdsstep proceduté and
for the label system allowing candidates that haveady carried out a project
successfully to send only documents relevant toaghi@ication. Moreover, the
use of e-tools and of digital signaturew/as often called for in this context.

2.1.2 Opinions of the CoR

Annex 2 shows a selection of five documents, wiliabtrate the constant effort
of the CoR to highlight, through its past opiniotiee need to simplify the use of
EU Structural Funds. The section below summarisesnformation provided in
Annex 2.

The Committee has drawn attention to the risks éfagmented EU funding
system and called for antegrated approachin cohesion policy, which would
facilitate the implementation of all funds. The Guoon Strategic Framework
was highlighted as a good example of simplificatm@asures, which could be
extended also to other funds. The CoR recognisedntéed for improved
interregional cooperation as a means to coordimagponses to common
problems, and the need to create more synergieebetdifferent EU funds.

A widespread requirement of LRAs that was oftendatid refers to decreasing
the length otechnical and administrative proceduresand cutting unnecessary
red tape in the management of cohesion policy, nder to lighten the

bureaucratic burden on both beneficiaries and magaguthorities. The high

focus of projects on compliance with administratprecedures rather than on
development strategy is a major hindrance to aaigeefficient and rapid

delivery of the operational programmes. In additibre CoR advised against
frequent changes and devising of new rules anddatds, particularly when

they have retroactive effects, as these can buwddelay the implementation of
projects.

While supporting the curremules on co-financing the CoR is against any

downward revision of co-financing levels, and swgigehe establishment of co-

financing rates per priority for every operatiommabgramme. The use of a

simplified lump-sum cost systemhen reimbursing beneficiaries and reducing
the timeframe for such reimbursements would alsim Itiee interest of LRAs.

The CoR supports the current system of managingtthietural funds as a good

basis, but signals the need for further simplifmad and improvements. In
particular, LRAs need simplified, transparent affdaive audit and monitoring
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procedures, with a proper application of t@portionality principle , and
without being subjected to a full compliance audievery funding period.

2.1.3 The coherence between Commission’s proposals apd n#eds
expressed by LRAS

The European Commission’s proposal aims to addifessneeds that were
expressed by LRAs through the aforementioned puditsultation as well as
through the voice of the CoR. It does so by briggorward the set of measures
presented in the previous part. This section aeraly® what extent the
Commission’s proposals respond to the main req@ntsnexpressed by LRAS.

To begin with, the CoR often draws attention indfgnions to the risks of a
fragmented funding mechanism and highlights the need for an integrated
approach. The proposal responds to this call amd & streamline the various
implementation methods that currently vary fromtcaised direct or indirect to
shared, decentralised or joint management. Furihvernthe Commission tries
to harmonise the rules governing the managemeatuayon, monitoring and
control of the funds by bringing them under a senfghmework.

The overall shared management between the EU lewvel Member States
means that the latter also haveeaponsibility in conducting ex ante and ex
post controls to ensure proper implementation, el as in fulfilling the audit
obligations and promoting transparency and nonridigeation. In support of
the simplified, single chain of accountability posed by the Commission (see
Annex 1), Member States will need to accredit pulskector bodies that will
manage and control the use of EU funding. Thesae=ntvill be responsible for
creating an efficient internal control system, gsam annual accounting system,
publishing the EU funds beneficiaries on an anibaals, while at the same time
being subject to external auditing. Thus, a sirglain of accountability will
contribute to a certain extent, addressing the nfughlighted need of LRAs to
give greater responsibility to delivery authoritiedowever, it may also
significantly increase the workload of LRAS.

With regard tofinancial management the use of instruments likemp sums

iIs encouraged by the Commission, in the effort tonmpte a more result-
oriented approach, and to fix ex-ante the amoultevaf a grant that is needed
to achieve a certain project. The proposal caltsfdicther clarification of the
lump sums system, including the standard scalenbfcosts and flat rates. This
is very much in line with the wide support for inased use of lump sums and
flat rates expressed by LRAs in the public consiolta For the goal of easing
the administrative burden, the Commission alsosdall further simplification
of the rules onnterest generated by pre-financing To this end, the proposal
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aims to remove the obligation to generate inteoespre-financing, as well as
the obligation to recover such interest, partidylan the case of grant
beneficiaries.

Moreover, the result-oriented approach addresses citncerns of LRAs
regarding thesystem of delivery and monitoring and their call formore
emphasis on the verification of achieved results gtead of the requirements
of formal compliance.However, the requests of the CoR regarding a remuct
of the administrative burden in auditing and mommg procedures, including
the creation of a ‘contract of confidence’ (see &xr2) went far beyond what
the Commission proposes.

Furthermore, the request for an application ofgraportionality principle in
the control procedure is only partially addressed. Although the Comnassi
proposes to lighten the procedures for small ptsjethere is no significant
measure in view to avoiding duplication in auditpr@cedures or to introducing
‘contracts of confidence’ as required by the Coée(€dR 210/2009 fin).

Last but not least, the proposals also encourdgetronic transmission of
documents, and the use of electronic order fornts iawoices, which could
potentially reduce administrative costs and wortttoarhis proposed measure
partially responds also to the need expressed bAsLi@r increased use of e-
tools and digital signatures.

2.2 What impact on the use of EU funds?

Assessing whether the simplification measures megpdy the Commission
will really facilitate the use of EU funds for LRAS the future would require an
analysis of the impact of each measure. As it moll be possible to go through
each change brought forward by the Commission withe scope of this paper,
the next section will focus on the impact of theinmanovations introduced in
both proposals.

Some simplification measures seem to go in the dglection and illustrate the

willingness of the European Commission to reduceniacstrative burden for

managing authorities. As presented in the prevsewdion, several measures
also echo the opinions expressed by the CoR as agethe arguments put
forward by different EPC studies (e.g. E. Molino, Euleeg, (2011a)).

Nevertheless, a closer look at the Commission’ggsals shows that the impact
of simplification measures will not be as clear-asitt is expected to be.
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While the introduction ocommon provisions for EU fundsallows a more
integrated approach and may reduce the number @bnaa authorities
responsible for managing the programmes, one cde tmat thecommon
provisions are often very general and refer to futer rules - either fund or
sector-specific. Therefore, it raises the questibwhether common provisions
will really lead to a reduction of administrativeopedures in practice.

Furthermore, some simplification measures, sudhagossibility to merge the
managing and certifying authority, seem to be netft minor in comparison

to the administrative burden and the number of procedures that Member
States and LRAs have to go through. In additioe, gbsitive effect of some
simplification measures is likely to minimised by the introduction of other
measures which may create more administrative burden far beneficiaries
due to the set-up of new systems and an increased for coordination
necessary to manage joint support from funds. Rstance, the Commission
proposes in Article 64 of COM (2011) 615 final théémber States designate a
coordinating body to liaise with and provide inf@tion to the Commission (see
Annex 1). Therefore and as indicated by the Comomss Annex 5 of COM
(2011) 615 final, simplification measures, partaily those related to
management and control, will not lead to a reductd costs but rather to ‘a
redistribution of the burden’. However, it is ddiilt at this stage to see whether
the Commission’s statement, saying that the bureerstribution will enable
more effective mitigation of risks and lead therefd@o an error rate below
5%"", can be delivered.

With regard to measures related to the developrmfeat more results-oriented
strategy, which include the ex ante and ex postditionality, the macro-
economic conditionality as well as the introductanindicators, previous EPC
studies have already highlighted the need for oautiNot only will
conditionality measures significantly penalise oagi with weak administrative
capacity and render them responsible for policiestaming to national
government, butmore elaborated monitoring systemswill also createnew
administrative tasks. Therefore, these conditions are likely to diseger
regions which are most in need of EU funding. Idiadn, as already indicated
in another EPC analysis (E. Molino and F. Zuleeghv§. Chiorean-Sime
(2011b)), the imposition afx anteandex postconditionality neither guarantees
effective spending and reduced waste of money moplgies the use of EU
funds. Moreover, the practical implementation eufyht will difficulties linked
to the definition of the targets and the measutgmf the outcomes.

Finally, simplification measures concerning the abBnancial instruments as
well as the introduction of innovative financiabtruments raise some questions
already covered in a previous EPC study (E. Molmal F. Zuleeg (2011a)).
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While the study has shown that financial instrureecd&n help mobilise the
private sector and leverage additional investmeantparticular in regions with
scarce financial resources, thetential regional dimension and implications
of each instrumenheed to be checkedFurthermore, the EU also needs to
define which instrument is the more likely to act@e given political objective.
Therefore, simplifying the use of financial instremts is not an objectiyeer se

it must be implemented under appropriate circunt&snand for the right
reasons. Last but not least, it is important taltethat developing the use of
mixed instruments, such as EU funds combined with fiinds, may confuse
beneficiaries and complicate the management ofrprogpes.

2.3 Measures depending on LRAs and national
governments

This paper has shown that the proposals of the Gssion contain a number of
simplification measures whose impact is not cledr-tn addition, there are a
significant number of measures that will requiraralpes exclusively for LRAs.

Firstly, national and regional administrations Widdve a central role in linking

regional programmes to the priorities of the CS# #e Europe 2020 strategy
and adjusting them to the territorial specificities. This makes effective

cooperation between LRAs and the MS level essential

Secondly, having an EU-integrated strategy allowwigt support of different
funds and/or the use of mixed instruments will remymore coordination at the
national and regional level. Indeed, some prograsnwél now have the
obligation to reach targets in different policy asan order to contribute to the
achievement of the Europe 2020 strategy. Whereaakiog policy silos is
likely to increase overall performance, it may alsmuire achange of
mentality in some MS. Ministries and administrations whoserkwis often
sector-specific will be now obliged to coordindteit actions.

Thirdly, the increased responsibility of MS for exéng the EU budget laid
down in the Lisbon Treaty will not only go handhand with more flexibility in
terms of management and auditing. In return, natioand regional
administrations will have téulfil more conditions and be subject tmcreased
controls. In concrete terms, national governments and LRA$ have to
provide strong evidence for justifying the receptad EU funds. Ex ante and ex
post conditionality, as well as monitoring progresginst agreed indicators,
will substantially increase the administrative wWoed.
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Finally, the diffusion of new financial instrumenta/hich may potentially
replace or complement the traditional use of EUntgawill not be easy to
implement. Indeed, the capacity to manage suchumsgnts varies significantly
across Member States and regions. Therefore, egstirat all LRAs can have
access to these instruments will requsignificant capacity building at
regional level (E. Molino and F. Zuleeg (2011Db)).
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Conclusions

There has been a long running attempt to introcduroglification measures in
relation to EU spending, in particular in policyeas such as cohesion funding.
The current proposals for the FR and the CoheswlityPproposals clearly
follow this long term trend.

Many of the simplification measures go in the rightction, aiming to reduce
unnecessary burden in the implementation of EU ihgndin many cases, the
voices of the CoR and LRAs have been heard, withynod their simplification
priorities taken into account, albeit with the poepls sometimes not going as
far as demanded.

But the proposals are not a silver bullet. Delingrthe changes will take time
and often, as seen in the past, even the bestionisrcan lead to an increase in
administrative burden in the implementation process

On a broader level, a number of proposals aim tprowe efficiency and
effectiveness of funding: the move towards a mesults orientated strategy
(with possibility to suspend funds in case of n@nfprmance), conditionalities,
thematic concentration, a higher emphasis on mongbndicators and the
introduction of innovative financial instruments.utB here, the concrete
implementation will matter greatly: will these bewe further — administrative —
hoops to jump through or a genuine re-orientatamatds better programmes?
It clearly also raises questions about the capafityegions: those with weak
administrative capacity might struggle to deal wiitse changes.

Funding also remains highly complex and there ramaisignificant burden on
LRAs and indeed Member States. Fundamentally, thstes is still
characterised by multiple levels of administratiand complex checks and
balances. Unless there is a more fundamental chartpe funding approach, a
high level of administrative burden will remain.
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Annex 1: Comparison of the simplification measures proposed by the EC

Measures proposed in COM (2010) 815 final (EU Finarial Regulation)

Measures proposed in cohesion policy legislative peage

Simplification
measures

Common provisions
related to
management, control,
monitoring and
evaluation

4.3.1 The proposal seeks to simplify the diffeneethods of implementatio
(centralized direct/indirect, shared, decentralised joint management), {
render the rules applicable to the different meshatbre coherent and f{
strengthen the accountability of the implementiagiers so as to support t
Commission in discharging its responsibility und#te Treaty. The
Commission proposea set of common principlesthat shall apply in al
cases of indirect managed (...). These principles idfwhmay be
complemented by sector specific-rules) are:

— Ex ante verification of the capacity to managefihtls, taking due accou
of the specific risks of the actions concernedx{fidity and proportionality);
— Management, control and audit obligations (sdiimahcial management);
— A single chain of accountability, establishedafdy through the annug
management declarations of assurance to be siggethdb Commissior
implementing partners and a regular clearancesétitounts.

Ex ante controls:

Article 56

Shared management with Member States
2. Member States shall prevent, detect and coiresjularities and fraug
when executingasks related to the implementation of the budBetthis end
they shall carry outex ante and ex post controlsincluding, where
appropriate, on the spot checks, to ensure thaadtiensfinanced from the
budget are effectively carried out and implementedectly, recover fund
unduly paid and bring legal proceedings as necgssar

Management, control and audit obligations

Article 56

Management and control systems:

5.1.4 Common management arrangements

The proposal envisages a management and contrtdnsyshich is
similar across shared management instruments antased on
common principles. A system of national accreditationis put in
place to emphasize the commitment of Member Statesound
financial management. Thearrangements underpinning the
assurance of the Commission with regard to the regularity
expenditure have been harmonised aed common elementsuch as|
a management declaration of assurance and annealante of
accounts have been introduced to reinforce asseranc

(74) It is necessary for Member States to desigratenanaging
authority, a certifying authority and a functionyalhdependent auditin
authority for each operational programme. To previtexibility for
Member States in the set up of control systemss mppropriate ta
provide the option for the functions of the ceiitify authority to be
carried out by the managing authority. The MembiateSshould alsg
be allowed to designate intermediate bodies toyaaut certain tasks o
the managing authority or the certifying authoritthe Member State
should in that case lay down clearly their respectesponsibilities an
functions.

Part 2 Common provisions applicable to CSF Funds

Article 53

of

Determination of co-financing rates
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Shared management with Member States

1. Member States shall respect the principles ohddinancial managemen
transparency and non discrimination and ensureitilility of Union action
when they manage Union funds. To this eMdémber States shall fulfil the
control and audit obligations and assume the resulting responsibilities

down in this Regulation. Complementary provisionaynbe laid down in
sector-specific rules.

3. In accordance with the sector-specific rulesymider States shall accreq
one or morepublic sector bodieswhich shall be solelyesponsible for the
proper management and control of the fundsfor which accreditation ha|
been granted. This shall be without prejudice te possibility for these
bodies to carry out tasks not related to the mamagé of Union funds or t¢
entrust certain of their tasks to other bodies. datereditation shall be given
by a Member State authority in accordance withaespecific rules ensurin
that the body is capable of properly managing thel$. The sector specif
rules may also define a role of the Commissionhm @ccreditation proces
The accrediting authority shall be responsiblesfguervising the body and f¢
taking all necessary measures to remedy any defigien its operation
including the suspension and withdrawal of the editation.

A single chain of accountability

Article 56

Shared management with Member States

4. Bodies accredited pursuant to paragraph 3 sfAlticle shall:

(a) set up and ensure the functioning ofefiective and efficient internal
control system

(b) use anannual accounting systemproviding accurate, complete al
reliable information in a timely manner;

(c) be subject to amdependent external audit performed in accordang
with internationally accepted auditing standards @y audit service
functionally independent of the accredited body;

(d) ensure, in conformity with Article 31(2ynnual ex post publication of
recipients of Union funds

(f) ensure a protection of personal data whichsBat the principles laig
down in Directive 95/46/EC.

5. Bodies accredited pursuant to paragraph 3 efAhiicle shall provide the

Commission by 1 February of the following finangalar with:

1.The Commission decision adopting a programmel stxakhe co-
financing rate or rates and the maximum amountuppert from the
CSF Funds according to the Fund-specific rules.

Article 54

Revenue generating operations
1.Net revenue generated after completion of an operation ove
specific reference period shak determined in advanceby one of the
following methods:

(a) application of a flat rate revenue percentége the type of
operation concerned;

(b) calculation of the current value of the natereue of the operatiorn]
taking into account the application of the pollypays principle and, i
appropriate, considerations of equity linked to tt&lative prosperity of
the Member State concerned.

The eligible expenditure of the operation to befinanced shall no
exceed the current value of the investment costte@bperation less th
current value of the net revenue, determined agugreh one of thesg
methods.

2. Where it is objectively not possible to deterithe revenue i
advance according to the methods set out in pgrhgda the net
revenue generated within three years of the coiople&tf an operation
or by 30 September 2023, whichever is earlier,| sf@ldeducted from
the expenditure declared to the Commission.
3. Paragraphs 1 andshall apply only to operations whose total cos|
exceeds EUR 1 000 000.

4.This Article shall not apply to the ESF.

Article 62

General principles of management and control systesn
Management and control systems shall provide for:

(@) a description of the functions of each body cesned in
management and control, and the allocation of fanstwithin each
body;
(b) compliance with the principle of separationfohctions betweer
and within such bodies;
(c) procedures for ensuring the correctness andagty of expenditure
declared;

=

[}

N

t

(d) computerised systems for accounting, for theragfe and

28



(a) theiraccountsdrawn up for the expenditure made in the execuiothe
tasks entrusted,;

(b) a summary of theesults of all available audits and controlscarried out,
including an analysis of systematic or recurrentakmesses as well g
corrective actions taken or planned;
(c) a management declaration of assuranceas to the completenes
accuracy and veracity of the accounts, the propectioning of the interna
control systems as well as to the legality and lexgy of the underlying
transactions and the respect of the principle ahddinancial management;
(d) the opinion of an independent audit body on the managemer
declaration of assurance mentioned in point (¢hf paragraph, covering a
its elements.

If a Member State has accredited more than one pedypolicy area, it sha
by 15 February of the following financial year pida the Commission with
synthesis report consisting of an overview at maidevel of all manageme
declarations of assurance and the independent amitions thereon
prepared for the policy area concerned.

transmission of financial data and data on indisatfor monitoring and
for reporting;
(e) systems for reporting and monitoring where tbgponsible body
entrusts execution of tasks to another body;
(f) arrangements for auditing the functioning oé thhanagement an
control systems;

(g) systems and procedures to ensure an adequditerail;
(h) the prevention, detection and correction oégrrarities, including
fraud, and the recovery of amounts unduly paidetiogr with any|
interest;

o

Article 63

Responsibilities of Member States

1. Member States shall fulfil the management, @nand audit
rules on shared management set out in the FinaReigilation and the
Fund-specific rules. In accordance with the prilecipf shared
management, Member States shall be responsiblthéomanagemen
and control of programmes.

—

Article 64

Accreditation and coordination
1. In accordance with Article 56(3) of the Finahdiegulation, each
body responsible for the management and contrekpénditure undey
the CSF Funds shall be accredited by formal datisfianaccrediting
authority at ministerial level.

2. The accreditation shall be granted subjectédttdy complying with
the accreditation criteria on internal environmetwntrol activities,
information and communication, and monitoring ldavn in the Fund-
specific rules.

5. The Member State may designatec@ordinating body whose
responsibility is to liaise with and provide infoation to the
Commission, promote the harmonised application afiob rules,
establish a synthesis report providing an overvigwnational level of
all management declarations and the audit opinigriscoordinate the
implementation of remedial actions as regards agficiéncies of a
common nature.

v

Article 67
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Common rules for payments

2. Payments shall take the form of pre-financinggim payments an
payment of the annual balance, where applicabld, @nthe final
balance.

Atrticle 68
Common rules for calculating interim payments, paynent of the
annual balance, where applicable, and payment ofrfal balance

The Fund-specific rules shall lay down rulegor the calculation of the

amount reimbursed as interim payments, payment hef annual
balance, where applicable, and of the final balafiéés amount shal
be a function of the specific co-financing rate laggble to the eligible
expenditure.

Article 69

Requests for payment

1.The specific procedure and information to be sttlohfor requests
for payment shall be laid down in the Fund-spedifies.

Article 72

Payment of initial pre-financing

1. Following the Commission decision adopting thregsamme, an
initial prefinancing amount for the whole programigniperiod shall be
paid by the Commission. The initial pre-financingaunt shall be paic
in instalments according to budgetary needs. Th&aliments shall b
defined in the Fund specific rules.

2. Pre-financing shall be used only for making pegta to
beneficiaries in the implementation of the prograenih shall be made
available without delay to the responsible bodytlfis purpose.

Article 73

Clearance of initial pre-financing

The amount paid as initial pre-financing shall b&ally cleared from
the Commission accounts at the latest when therpnage is closed.

Article 75
Submission of information
1.By 1 February of the year following the end of #iccounting period

D

the Member State shall submit to the Commission filowing
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documents and information in accordance with Aetid6 of the
Financial Regulation (...).

3. By [15 February] of the year following the enfltbe accounting
period, the Member State shall submit to the Cormimisa synthesis
report in accordance with the last subparagrapArti€le 56(5) of the
Financial Regulation.

Article 76

Clearance of accounts

1. By 30 April of the year following the end of tlaecounting period
the Commission shall decide, in accordance with Foed-specific
rules, on the clearance of the accounts of theraelebodies accredited
pursuant to Article 64 for each programme. Thereleee decision shall
cover the completeness, accuracy and veracity efatinual account
submitted and shall be without prejudice to anyssgoient financia
corrections.

2. The procedures for annual clearance shall loedawn in the Fund
specific rules.

2}

Part 3 General provisions applicable to the ERDF,ite ESF and the
CF

Article 114

Functions of the managing authority(relates to clarified rules for the
selection of projects)

4. As regards the selection of operations, the giagaauthority shall:
(a) draw up and, once approved, apply approprileeson procedure
and criteria that:

(i) are non-discriminatory and transparent;

(ii) take into account the general principles sdtio Articles 7 and 8;
(b) ensure that a selected operation falls withengcope of the Fund or
Funds concerned and within a category of intereeniilentified in the
priority axis or axes of the operational programme;

(c) provide to the beneficiary a document settingthe conditions for
support for each operation including the specifiequirements
concerning the products or services to be delivereter the operatior
the financing plan, and the time-limit for executio

(d) satisfy itself that the beneficiary has the adstrative, financial
and operational capacity to fulfil the conditionsfided in point (c)
before approval of the operation;

Uy
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(e) satisfy itself that, where the operation haartetl before the
submission of an application for funding to the @aging authority,
Union and national rules relevant for the operatiame been complied
with;
() ensure that an applicant does not receive stfpom the Funds
where it has been, or should have been, subject procedure o
recovery in accordance with Article 61 followingethelocation of 3
productive activity within the Union;
(g) determine the categories of intervention tooktthe expenditure of
an operation shall be attributed.

Article 140

Proportional control of operational programmes
1. Operations for which the total eligible expendit does not exceed
EUR 100 000 shall not be subject to more than it &y either the
audit authority or the Commission prior to the ci@s of all the
expenditure concerned under Article 131. Other ap@ns shall not be
subject to more than one audit per accounting ymarthe audit
authority and the Commission prior to the closuralbthe expenditure
concerned under Article 131. These provisions dtieowt prejudice to
paragraph 4.
2. For operational programmes for which the mosémné audit opinion
indicates that there are no significant deficiesctie Commission may
agree with the audit authority in the subsequenttimg referred to in
Article 118(3) that the level of audit work requdrenay be reduced s
that it is proportionate to the risk established. duch cases, th
Commission will not carry out its own on-the-spatlds unless there i
evidence suggesting deficiencies in the manageer@htontrol systen
affecting expenditure declared to the Commissioanraccounting yea|
for which the accounts have been the subject téar@nce decision.

= oo

=

Major projects
Article 90
Content

As part of an operational programme or operatiggtagrammes, the
ERDF and the Cohesion Fund may support an operation
comprising a series of works, activities or sersiaggended in itself tg
accomplish anindivisible task of a precise economic or technigal
nature which has clearly identified goals amose total cost exceeds
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EUR 50 000 00Qa 'major project').

Article 92

Decision on a major project

2. The Commission shall adopt a decision, by medinmplementing
act no later than three months after the date dimsssion of the
information approving a major project (...).

3. Where the Commission refuses to allow supporhfthe Funds to b
given to a major project, it shall notify the Meml&tate of its reason
within the period laid dozn in paragraph 2.

4. Expenditure relating to major projects shall & included in
payment applications before adoption of an appraaision by the
Commission.

Monitoring and evaluation

Article 44

Implementation reports

1.From 2016 until and including 2022, the Membeat&tshall submi
to the Commission an annual report on implementatal the
programme in the previous financial year. The MemBeate shall
submit a final report on implementation of the peogme by 30
September 2023 for the ERDF, ESF and Cohesion Bnddan annua|
implementation report for the EAFRD and EMFF.

Article 46

Progress report

By 30 June 2017 and by 30 June 2019, the Membée Sheall submit
to the Commission a progress report on implementatof the
Partnership Contract as at 31 December 2016 andeg8gmber 2018
respectively.

Evaluation

Article 47

General Provisions

1. Evaluations shall be carried out to improve dhbelity of the design
and implementation of programmes, as well as toesasstheir
effectiveness, efficiency and impact. Impact of ggeanmes shall bg
evaluated in accordance with the mission of thpeesve CSF Fund

11°
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in relation to the targets for the Union strategy $mart, sustainabl

D D

33



—

and inclusive growth32 as well as in relation t@§ Domestic Produg
(GDP) and unemployment, where appropriate.

2. Member States shall provide the resources nageis carrying out
evaluations, and shall ensure that proceduresaface to produce an
collect the data necessary for evaluations, inomdiata related to
common and where appropriate programme-specificamors.

o

Article 48

Ex ante evaluation
1. Member States shall carry oert anteevaluations to improve the
quality of the design of each programme.
2. Ex ante evaluations shall be carried out underrésponsibility of
the authority responsible for the preparation @& gnogrammes. They
shall be submitted to the Commission at thfe saimee tas the
programme, together with an executive summary. Fhed-specific
rules may establish thresholds under whichethante evaluation may
be combined with the evaluation for another progrem

Article 50

EX post evaluation

The ex postevaluations shall be carried out by the Commissioby
the Member States, in close cooperati&x. postevaluations shal
examine the effectiveness and efficiency of the GBRds and theif
contribution to the Union strategy for smart, simgthle and inclusive
growth in accordance with specific requirementsald&hed in the
Fundspecific rulesEx post evaluations shall be completed by B1
December 2023.

Common provisions| Different forms of financial support/simplified coss
on the delivery

4.1. Simplification A proportional approach entailing (.thHe availability of a wide range
In order to simplify grant procedures and to shiftvards a more resul{ of reimbursement options(...) is the preferred option since it could
oriented approach, the Commission proposes toitieiltheuse of lump| lead to a significant potential reduction in thestcof controls and a
sums and other instrumentsallowing the Commission to reasonably asg decline in workload and would also comply bettettvithe subsidiarity
and fix ex antethe amount necessary for achieving a project. faré, grant| principle’. COM (2011) 615 final, p.6.
would, to a larger extent, be paid on the basisugh an ex ante assessme
upon evidence that the project is achieved. Simplified options such as flat rates and lump sumsgprovide the
means for Member States to introduce performaniesiad
management at the level of individual operatio®OM (2011) 615
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final, p.10.

Article 56

Forms of support
The CSF shall be used to provide support in thefof grants, prizes,
repayable assistance and financial instruments,a ocombination
thereof.

Article 57

Forms of grants

1.Grants may take any of the following forms:
(a) reimbursement of eligible costs actually inedrand paid, togethe
with, where applicable, in-kind contributions arepdeciation;
(b) standard scales of unit costs;

(c) lump sums not exceeding EUR 100 000 of pulditigbution;
(d) flat-rate financing, determined by the appliimatof a percentage tp
one or several defined categories of costs.
(...)

4. The amounts referred to in paragraph 1(b), (@ &) shall be
established on the basis of:

(a) a fair, equitable and verifiable calculationthoel based on:
(i) statistical data or other objective informatian

(ii) the verified historical data of individual beficiaries or the
application of their usual cost accounting practce

(b) methods and corresponding scales of unit cbhstg) sums and flat
rates applicable in Union policies for a similapéyof operation and
beneficiary;

(c) methods and corresponding scales of unit castg) sums and flat
rates applied under schemes for grants fundedegntiy the Member
State for a similar type of operation and benefigia

(d) rates established by this Regulation or thedFapecific rules.’

=

Article 58

Flat rate financing for indirect costs for grants

Where the implementation of an operation gives tisendirect costs
they may becalculated as a flat rate in one of the followinays:

(a) a flat rate of up to 20 % of eligible directst®y where the rate is
calculated on the basis of a fair, equitable andfiable calculation
method or a method applied under schemes for gfantied entirely
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by the Member State for a similar type of operatiod beneficiary;

(b) a flat rate of up to 15 % of eligible direcaftcosts;

(c) a flat rate applied to eligible direct costséad on existing method
and corresponding rates, applicable in Union pedidor a similar type
of operation and beneficiary.’

n

In the context of the CAP, the current rules on miBtrative costs and
the control systems will be maintained and sustiir@OM (2011) 615
final, p.10.

Article 54

Revenue-generating operations

1. Net revenue generated after completion of anratipe over a
specific reference period shall be determined wvaade by one of the
following methods:
(a) application of a flat rate revenue percentagéhfe type of operation
concerned;
(b) calculation of the current value of the netenewe of the operation,
taking into account the application of the pollypays principle and, i
appropriate, considerations of equity linked to thlative prosperity of
the Member State concerned. The eligible experalitdithe operatior
to be co-financed shall not exceed the currentevaliuthe investment
cost of the operation less the current value of e revenue
determined according to one of these methods. Tdrandssion shal
be empowered to adopt delegated acts in accordaiticeArticle 142
concerning the definition of the flat rate refertedn point (a) above.

A%

Proposal for a Regulation of the European Parliamenand of the
Council on the European Social Fund and repealing &yulation
(EC) No 1081/2006 €OM(2011) 607 final

Article 14

Simplified cost options

1. In addition to the methods referred to in Adid7 of Regulation
(EU) No [...], the Commission may reimburse experditpaid by
Member States on the basis of standard scalesibtasts and lumg
sums defined by the Commission. The amounts cadilan this basis
shall be regarded as public support paid to beaefs and as eligible
expenditure for the purpose of applying Regula(i®d) No [...].

For this purpose the Commission shall be empowdmdadopt
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delegated acts in accordance with Article 16 camiogr the type of
operations covered, the definitions of the standaales of unit cost
and lump sums and their maximum amounts, which beyadjusted
according to the applicable commonly agreed methods

Financial audit shall exclusively aim at verifyitizat the conditions fo
reimbursements by the Commission on the basisasfdstrd scales o
unit costs and lump sums have been fulfilled.

Where these forms of funding are used, the Memtze $nay apply its
accounting practices to support operations. For ghgose of thig
regulation and Regulation (EU) No [...] these accmgnpractices anc
the resulting amounts shall not be subject to andihe audit authority
or by the Commission.

2. In accordance with Article 57(1)(d) and (4)(d)Regulation (EU) No
[...], a flat rate of up to 40 % of the eligible ditestaff costs may b
used in order to cover the remaining eligible co$tan operation.

3. Grants reimbursed on the basis of the eligildst ©f operations
determined in the way of flat-rate financing, stamt scales of uni
costs and lump sums as referred to in Article 5éf1iRegulation (EU)
No [...] may be calculated on a case-by-case basisefgrence to a
draft budget agreed ex ante by the Managing Authowhere the
public support does not exceed EUR 100000.

4. Grants for which the public support does noteexc EUR 50000
shall take the form of lump sums or standard saafiemit costs, excep
for operations receiving support within the framekvof a state aid
scheme.

Eligibility rules

-+

11

[

In the current period, many beneficiaries usingdiurfrom different
Union funding instruments are faced widlifferent eligibility rules

which increases theomplexity of managementand thus also thesk

of errors. Emphasis has therefore been placed on measuetstoe
that administrative costs are proportionate and tthe administrative
burden associated with the management of EU fupdseheficiaries is
reduced. COM (2011) 615 final, p.10.

Article 55
Eligibility
1. The eligibility of expenditure shall be deteretihon the basis of

national rules, except where specific rules are ldidown in or on the
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basis of this Regulation or the Fund-specific rules

2. Expenditure shall be eligible for a contributivom the CSF Fund
if it has been incurred and paid by a beneficiagyween the date @
submission of the programme to the Commission omfil January
2014, whichever is earlier, and 31 December 2022.adldition,
expenditure shall only be eligible for a contrilatifrom the EAFRD
and the EMFF if the relevant aid is actually paid

by the paying agency between 1 January 2014 amk8émber 2022.

3. In the case of costs reimbursed on the baskrtafle 57(1)(b) and
(c), the actions constituting the basis for reinseanent shall be carried
out between 1 January 2014 and 31 December 2022.
4. Operations shall not be selected for suppothbyCSF Funds wher
they have been physically completed or fully impésried before the
application for funding under the programme is sitett by the
beneficiary to the managing authority, irrespectiok whether all
related payments have been made by the beneficiary.

5. This Article shall be without prejudice to thaas on eligibility of
technical assistance at the initiative of the Cossion set out in Article
51.

6. Net revenue directly generated by an operatiaming its
implementation which has not been taken into actatirihe time of
approval of the operation, shall be deducted frame tligible
expenditure of the operation in the final paymelainec submitted by
the beneficiary. This rule shall not apply to fio&h instruments and
prizes.
7. In the case of amendment of a programme, expgrdbecoming
eligible because of the amendment to the prograrahadl only be
eligible from the date of submission to the Cominissof the request
for amendment.
8. An operation may receive support from one oreM@8F Funds and
from other Union instruments, provided that the endgiture item
included in a request for payment for reimbursentgnbne of the CSK
Funds does not receive support from another Futhan instrument,
or support from the same Fund under another progeam

U7
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Article 59

Specific eligibility rules for grants

1. Contributions in kind in the form of provisiorf @orks, goods,
services, land and real estate for which no casimpat supported by
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invoices or documents of equivalent probative vdtas been made
may be eligible provided that the eligibility rulefthe CSF Funds an
the programme allow for it and that all the followi conditions are
fulfilled:

(a) the public support paid to the operation whigtiudes contributions
in kind shall not exceed the total eligible expémdi, excluding
contributions in kind, at the end of the operation;

(b) the value attributed to contributions in kinded not exceed th
costs generally accepted on the market in question;

(c) the value and the delivery of the contributaam be independentl
assessed and verified;

(d) in the case of provision of land or real est#te value is certified
by an independent qualified expert or duly autleatisfficial body and
does not exceed the limit laid down in paragrapt);3(

(e) in the case of contributions in kind in thenfioof unpaid work, the
value of that work is determined taking into acdotine verified time
spent and the rate of remuneration for equivalarkw

2. Depreciation costs may be considered as eligibtier the following
conditions:

(a) the eligibility rules of the programme allowr &

(b) the amount of the expenditure is duly justifiegt supporting
documents having equivalent probative value to ite® where
reimbursed in the form referred to in Article 57€D)

(c) the costs relate exclusively to the periodugort for the operation;

(d) public grants have not contributed towards &lequisition of the
depreciated assets.

3. The following costs shall not be eligible focantribution from the|
CSF Funds:

(a) interest on debt;

(b) the purchase of land not built on and landtbaoril in the amoun
exceeding 10% of the total eligible expenditure fbe operation
concerned. In exceptional and duly justified caseBigher percentag
may be permitted for operations concerning enviremial
conservation;

(c) value added tax. However, VAT amounts shalleligible where
they are not recoverable under national VAT legjsteand are paid b
a beneficiary other than non-taxable person asneeéfiin the first
subparagraph of Article 13(1) of Directive 2006/H2, provided that

)
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such VAT amounts are not incurred in relation te throvision of
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infrastructure.

Article 60

Eligibility of operations depending on location

1. Operations supported by the CSF Funds, subjettiet derogation
referred to in paragraphs 2 and 3, and the Fundifgpeules, shall be
located in the area covered by the programme undiéch they are
supported (the ‘programme area’).

2. The managing authority may accept that an ojeeré& implemented
outside the programme area but within the Uniooyidled that all the
following conditions are satisfied:

(a) the operation is for the benefit of the prognmeerarea;

(b) the total amount allocated under the prograntmeoperations
located outside the programme area does not ext8eflo of the
support from the ERDF, Cohesion Fund and EMFF atl¢kel of the
priority, or 3% of the support from the EAFRD attlevel of the
programme;

(c) the monitoring committee has given its agreenterthe operation
or types of operations concerned;

(d) the obligations of the authorities for the pogme in relation tg
management, control and audit concerning the operate fulfilled by
the authorities responsible for the programme undich that
operation is supported or they enter into agreesneith authorities in
the area in which the operation is implemented iplexy that the
conditions set out in paragraph 2 (a) and the abbgs in relation to
management, control and audit concerning the operate fulfilled.

3. For operations concerning promotional activjteegpenditure may b
incurred outside the Union provided that the cdodg set out in
paragraph 2 (a) and the obligations in relatiomsmnagement, contrg
and audit concerning the operation are fulfilled.

4. Paragraphs 1 to 3 shall not apply to progranuneer the Europea
territorial cooperation goal or to the ESF.

Proposal for a Regulation of the European Parliamenand of the
Council on the Cohesion Fund and repealing CounciRegulation
(EC) No 1084/2006 -COM(2011) 612 final

Article 2

Scope of support from the Cohesion Fund

1. The Cohesion Fund shall, while ensuring an gmte balance an

11
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according to the investment and infrastructure sesmkcific to each
Member State, support:

(@) investments in the environment, including areatated to
sustainable development and energy which presemiroemental
benefits;

(b) trans-European networks in the area of trarsipérastructure, in
compliance with the guidelines adopted by Decidion661/2010/EU;
(c) technical assistance.

2. The Cohesion Furghall not support

(a) the decommissioning of nuclear power stations;

(b) the reduction of greenhouse gas emissions staliations falling
under Directive 2003/87/EC;

(c) housing.

Proposal for a Regulation of the European Parliamenand of the
Council on specific provisions concerning the Europan Regional
Development Fund and the Investment for growth andobs goal
and repealing Regulation (EC) No 1080/2006 —COM(2Q} 614 final
Article 3

Scope of support from the ERDF

1. The ERDF shall support:

(&) productive investment, which contributes to atirg and
safeguarding sustainable jobs, through direct @ichtestment in smal
and medium-sized enterprises (SMES);

(b) investments in infrastructure providing bastcvices to citizens in
the areas of energy, environment, transport, aridrnration and
communication technologies (ICT);

(c) investments in social, health and educatianfshstructure;

(d) development of endogenous potential by suppgriegional and
local development and research and innovation.  lmesasures shal
include:

(i) fixed investment in equipment and small-scaleastructure;

(i) support for and services to enterprises, iripalar SMES;

(iif) support to public research and innovation iesdand investment in
technology and applied research in enterprises;

(iv) networking, cooperation and exchange of experée between
regions, towns, and relevant social, economic awit@nmental actors
(e) technical assistance.

In more developed regions, the ERDF shall not stpgpwestments in
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infrastructure providing basic services to citizeims the areas o
environment, transport, and ICT.

2. The ERDFshall not support

(a) the decommissioning of nuclear power stations;

(b) the reduction of greenhouse gas emissions staliations falling
under Directive 2003/87/EC;

(c) the manufacturing, processing and marketinigplocco and tobacc
products;

(d) undertakings in difficulties as defined undetidah State aid rules.

Article 8

Urban development platform

1. The Commission shall establish, in accordandé Witicle 51 of
Regulation (EU) No [...]/2012 [CPR], an urban devetmmt platform
to promote capacity-building and networking betweeities and
exchange of experience on urban policy at Unioell@v areas relate
to the investment priorities of the ERDF and totaumble urban
development.

2. The Commission shall adopt a list of cities fartigipate in the
platform on the basis of the lists established e tPartnershif
Contracts, by means of implementing acts. Thosdeimenting actg
shall be adopted in accordance with the advisoogenture referred t
in Article 14(2).

The list shall contain a maximum number of 300 esiti with a
maximum number of 20 per Member Sta@ties shall be selected
based on the following criteria

(a) population, taking account of the specificities national urban
systems;

(b) the existence of a strategy for integrated oastito tackle thg
economic, environmental, climate and social chglsnaffecting urbar
areas.

3. The platform shall also support networking betwall cities which
undertake innovative actions at the initiative e Commission.

Proposal for a Regulation of the European Parliamenand of the
Council

on the European Social Fund and repealing Regulatio (EC) No
1081/2006 -COM(2011) 607 final

Article 13

f
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Eligibility of expenditure
1. The ESF shall provide support for eligible exfigmre, which,
notwithstanding Article 109(2)(b) of Regulation (EBlo [...], may

include any financial resources collectively camgéid by employers

and workers.
2. By derogation to Article 60(2) of Regulation (ENo [...], the ESF

may provide support for expenditure incurred foemgions which take

place outside the programme area, but within theotjrprovided that
the two following conditions are satisfied:

(a) the operation is for the benefit of the prognmeerarea;

(b) the obligations of the authorities for the pogme in relation tqg
management, control and audit concerning the oiperate fulfilled by
the authorities responsible for the programme undich that
operation is supported or they enter into agreesneith authorities in
the Member State in which the operation is implet®@mprovided thal
the conditions set out in paragraph 2 (a) and tigations in relation
to management, control and audit concerning theatipa are fulfilled.
3. In addition to the expenditure referred to intidle 59(3) of
Regulation (EU) No [...], the purchase of infrasturet land and rea
estate shall not be eligible for a contributiomfrthe ESF.

4. Contributions in kind in the form of allowancessalaries disburse
by a third party for the benefit of the participgint an operation may b
eligible for a contribution from the ESF providddt its value does ng
exceed the cost borne by the third party and thas iincurred in
accordance with national rules, including accoucyamles.

Durability of operations

Article 61

Durability of operations
An operation comprising investment in infrastruetusr productive
investment shall repay the contribution from theFG=unds if within
five years from the final payment to the benefigiar within the period
of time set out in the State aid rules, where applie, it is subject to:
(a) a cessation or relocation of a productive égtiv

(b) a change in ownership of an item of infrastuoetwhich gives to &
firm or a public body an undue advantage; or

(c) a substantial change affecting its nature, ahjes or
implementation conditions which would result in engining its

[N
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original objectives. Sums unduly paid in respecthef operation shal
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be recovered by the Member State.

2. Operations supported by the ESF and operatiopposted by the
other CSF Funds that are not investment in infuasiire or productive
investments shall repay the contribution from tld-only where they
are subject to an obligation for maintenance okstment under th
applicable State aid rules and where they undergoessation o
relocation of a productive activity within the padlilaid down in those
rules.

3. Paragraphs 1 and 2 shall not apply to contostto or by financia
instruments or to any operation which undergoessatem of a
productive activity due to a non-fraudulent bankeyp

4. Paragraphs 1 and 2 shall not apply to naturatops who are
beneficiary of investment support and, after thengletion of the
investment operation, become eligible for and reesupport under th
EGF (Regulation [/2012] setting a European Glolilisn Fund) where
the investment concerned is directly linked to thpe of activity
identified as eligible for EGF support.

Integrated use of the
Structural Funds
supporting the
‘Investments for jobs
and growth’ goal

62. With a view to improving complementarities astmplifying
implementation, it should be possible to combingpsut from the CH
and the ERDF with support from the ESF in joint mgpenal
programmes under the growth and jobs goal.

Article 88
Joint support from the Funds
1.The Funds may jointly provide support for openadil programmes

under the Investment for growth and jobs goal

Joint Action Plan

(...), the Commission proposes to introduce the Jdiction Plans,
which are operations comprising a group of projeasspart of an
operational programme, with specific objectivesuit indicators and
outputs agreed between the Member State and then3sion(p.11).

Article 93

Scope

1. A joint action plan is an operation defined amahaged in relation t
the outputs and results which it will achieve. dimprises a group g

11
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projects, not consisting in the provision of infrasture, carried ou

[
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under the responsibility of the beneficiary, astpzran operationa
programme or programmes. The outputs and resules jofnt action
plan shall be agreed between the Member State @€ ommission
and shall contribute to specific objectives of thmperational
programmes and form the basis of support from thedb. Results
shall refer to direct effects of the joint actidam (...)

2. The public support allocated to a joint actitempshall be a
minimum of EUR 10 000 000 or 20 % of the public goi of the
operational programme or programmes, whichevenigt.

Simplified use of
financial instruments

40. Financial instruments are increasingly valuablenultiply the effect of
Union funds when those funds are pooled with others fundsnolude a
leverage effect. Since such financial instrumerganot be assimilated f
services or grants, a new type of financial supploould be established.

Article 130

Definition and scope

1. For the purpose of this Regulation, "financiasttuments" shall mea
Union measures of financial support provided frdre budget in order t
address a specific policy objective by way of lgagsarantees, equity ¢
quasi-equity investments or participations, or ottigk bearing instruments
possibly combined with grants.
2. The provisions of this Title shall also applyei@ments directly related t
financial instruments, including technical assis&an

3. The Commission may implement financial instruteerin direct
management mode, or in indirect management modsntoysting tasks to th
entities referred to in points (iii) and (iv) of #ale 55(1)(b).

Article 131

Principles applicable to financial instruments

1. Financial instruments shall be provided to firgdipients of Union funds i
accordance with sound financial management, trasspg and equa
treatment and in accordance with
the objectives established in the basic act thatiep to those financia
instruments.

2. Without prejudice to points (d) and (e) of ddiel6(1), the budgetar
expenditure linked to a financial instrument shul kept within the relevar
budgetary commitment made for it.

3. Financial intermediaries involved in the exeontbf financial operation

under a financial instrument shall comply with x@et standards on th

In addition to grant funding, it is proposed teapport for enterprises
and projects expected to generate substantial finaral returns will
be delivered primarily throughnnovative financial instruments.
While financial instruments will remain similar tbose employed ir
2007-2013several elements of simplificationshould be emphasize
First, the Commission will offaready made solutions through acces

(.
5

to financial instruments set up at EU level and models for national and

regional funds based on standard terms and conditaod down by the
Commission. Second, the proposal represanttear framework for
the implementation of these instruments, and addeethe ambiguitie
which arose in the context the 2007- 2013 legistatiramework,
increasing legal certainty for all parties. Thifthancial instruments
can in the future be used for all types of investn@ and beneficiary
representing a significant extension of the pobgds to use thesg
innovative instruments. COM (2011) 615 final, p.5.

Article 32

Financial instruments

1. The CSF Funds may hesed to support financial instruments
under a programme, including when organised thrdugts of funds,
in order to contribute to thechievement of specific objectives set ol
under a priority , based on aex anteassessment which has identifi
market failures or suboptimal investment situatjoasd investmen
needs. (...)

2. Final recipients supported by financial instruments may also
receive grantsor other assistancefrom a programme or from anoth
instrument supported by the budget of the Uniorthla case, separa
records must be maintained for each source of cimgn

4
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prevention of money laundering and fight againsiorésm. They shall not b
established in territories whose jurisdictions @¢ e¢o-operate with the Unio
in relation to the application of internationallgraed tax standards.

4. Each agreement between an entity referred tpoint (iii) and (iv) of
Article 55(1)(b) and a financial intermediary reft to in paragraph 3 sha
provide expressly for the Commission and the Cofihuditors to exercisg
their powers of control, on documents and on themises and of
information, even stored on electronic media, aiethird parties who hav
received Union funds.

Article 33

Implementation of financial instruments

1. In implementing Article 32, managing authoritiegy provide a
financial contribution to the following financiahstruments:

(a) financial instruments set up at Union level,nanged directly of
indirectly by the Commission;

(b) financial instruments set up at national, oegi, transnational of

cross border level, managed by or under the redmbtys of the
managing authority.

2. Title VIII of the Financial Regulation shall dgpto financial
instruments referred to in paragraph 1(a). Contidmg from the CSH

Funds to financial instruments under paragraph 4ifa)l be placed in

separate accounts and used, in accordance witbkjeetives of the
respective CSF Funds, to support actions and fa@pients consisten
with the programme or programmes from which suafitrdoutions are
made.

3. For financial instruments under paragraph 1tbg managing
authority may provide a financial contribution tetfollowing financial
instruments:

(a) financial instruments complying with the stambdaerms and
conditions

laid down by the Commission, by means of implenrenécts in
accordance with the examination procedure refemedn Article
143(3);

(b) already existing or newly created financiakinments which are
specifically designed to achieve the intended psemnd which resped
the applicable Union and national rules. (...)

Atrticle 39

Use of legacy resources after closure of the prograne
Member States shall adopt the necessary measuresstoe that the
capital resources and gains and other earningsetitsyattributable tg
the support from the CSF Funds to financial inseota are used i
accordance with the aims of the programme for #éogesf at least 1Q
years after the closure of the programme.

Article 40
Report on Implementation of Financial Instruments

—

—
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1. The managing authority shall send to the Conimisa specific
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report covering the operations comprising finanamstruments as an

annex to the annual implementation report.

2. The report referred to in paragraph 1 shalludel for each financia
instrument, the following information:

(a) identification of the programme and of theopty from which
support

from the CSF Funds is provided;

(b) description of the financial instrument and lempentation
arrangements;

(c) identification of the bodies to whom implemeita tasks have bee
entrusted,;

(d) total amount of support by programme and pifoor measure tg
the financial instrument included in requests fayment submitted t
the Commission;

(e) total amount of support paid or committed imiguntee contracts b
the financial instrument to the final recipients pyogramme ang
priority or measure included in requests for payhmibmitted to the
Commission;

(f) revenues of, and repayments to, the finanastrument;

(g9) multiplier effect of investments made by thaaficial instrumen
and value of investments and participations;

(h) contribution of the financial instrument to thehievement of the
indicators of the programme and of the priority @emed. (...)

Proposal for a Regulation of the European Parliamenand of the
Council on the European Social Fund and repealing &julation
(EC) No 1081/2006 €OM(2011) 607 final

Article 15

Financial instruments

1. Pursuant to Article 32 of Regulation (EU) No [..the ESF may
support actions and policies falling within its peothrough financia
instruments, such as risk-sharing schemes, equoitydebt, guarante
funds, holding funds, and loan funds.

2. ESF may be used to enhance access to capitkétmdor public and
private bodies at national and regional levels enpnting actions an
policies falling within the scope of the ESF ance tbperationa
programme through ‘ESF policy-based guarantees’jesub to
Commission approval.

D

)

The Commission shall be empowered to adopt deldgatds in
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accordance with Article 16 to define the specifites and conditions
for the applications of Member States, includingirgs, for policy-
based guarantees, ensuring in particular that tresrdoes not lead to
excessive levels of debt of public bodies.

Each application shall be assessed by the Commisaind the
Commission shall approve each 'ESF policy-basedagtee’ provided
it falls within the remit of the Operational Progmame referred to in
Article 87 of Regulation (EU) No [...] and providetis in accordance
with the established specific rules and conditions.

E-governance

(33). Institutions should be allowed to give theiror agreement in order f
officially accept the transmission of documents digctronic procedure
Moreover, in accordance with Commission decisioms &ectronic and
digitised documents, financial provisions on vedtions applicable t
commitments should be updated and recognise etkplitie legal value of
electronic order forms and invoices for the registn of legal commitments

A proportional approach entailing (..advanced eGovernancet the
level of Member States and regions is the prefeopgibn since it could
lead to a significant potential reduction in thestcof controls and &
decline in workload and would also comply bettettwthe subsidiarity
principle. COM (2011) 615 final, p.6.

Atrticle 63

Responsabilities of Member States
4. All official exchanges of information betweerethlember States an
the commission shall be carried out using an eleatrdata exchang
system established by the Commission.

Do

Article 112

Responsabilities of Member States
3. Member States shall ensure that no later thaDe&@ember 2014, all
exchanges of information between beneficiaries amdnaging
authorities, certifying authorities, audit authigst and intermediat
bodies can be carried out solely by means of epittrdata exchang
systems.

The systems shall facilitate interoperability witltional and Union
frameworks and allow for the beneficiaries to subali information
referred to in the first sub-paragraph only once.

The Commisssion shall adopt, by means of implemgreccts, detailed
rules concerning the exchanges of information utitisrparagraph.

D

1)
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Prefinancing

Interests generated by prefinancing:

(8) The rules governing interest generated by pra@ating should bg
simplified as they generate excessive adminisgdtiwden on both recipien
of Union funds and Commission services and createumderstanding
between the Commission services and operators artdeps. For reasons

simplification, in particular in respect of grantreficiaries, and in line wit
the principle of sound financial management, thehieuld no longer be a
obligation to generate interest on pre-financing &m recover such interes
[However, it should be possible to include suchigatiion in a delegatior
agreement in order to allow the re-use of intergstserated by prefinancin
for the programmes managed by some delegates, i@cibvery.
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Annex 2: Comparison of CoR opinions

CdR 369/2010 fin

Opinion of the CoR on the
Fifth Cohesion Report. The
CoR:

CdR 210/2009 fin
Outlook Opinion

of the CoR on The
Future of Cohesion
Policy. The CoR:

CdR 159/2010 fin
Opinion of the CoR
on Cohesion
Policy: Strategic
Report 2010 on the
Implementation of
the programmes
2007-2013. The
CoR:

CdR 370/2010 fin

Outlook Opinion of the CoR
on the Future of the
European Social Fund aftel
2013. The CoR:

CdR 318/2010 fin
Opinion of the CoR on the EU Budge
Review. The CoR:

Topic
Integrated 11. supports thentegrated 4. stresses thg 30. reiterates [...] the neg 31. approves the proposeztbmmon
approach/Common approach  followed in fragmentation of | for closer interplay | strategic framework covering the
priorities/Interregional | cohesion policy in order t EU funding is a | between the fundswith a | Structural Funds and other funds fo
cooperation encourage the barrier to the| specifically territorial | territorial development such as t
complementarity of all fund effective dimension i.e. the ESF an{ EAFRD and the EFF and believesch
(Cohesion Fund, ERDF, ES implementation off the ERDF, in order to creal simplification approaches could be
EAFRD and EFF) ang projects and i new job opportunities an( extended to other fundsin future;
facilitate their hampering the improve employability,
implementation through a focus on commor through education an
integrated approach. priorities for | training. Considers that th

16. considers that th
flexibility  between the
ERDF and the ESF should
be encouraged and simplifig
in the future, most notabl
via the new Common
Strategic Framework and
particularly when it comes t
local developmen
approaches and the integrat
plans of towns and locg
authorities

development.

Common Strategic
Framework announced i
the Fifth Cohesion Report t
be the best place tensure
unity of purpose, the
integration of measures
among the various EU
funds and consistency witl
the objectives of Europ
2020

[
ne
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22. calls on the Europeq
Commission to facilitate ney
territorial  partnerships by
simplifying and improving
the way in which
interregional  cooperation
programmes are managed.,
Improved interregiona
cooperation ensures not on
a coordinated approach
shared problems, but als
recognises that innovativ
solutions are not delimited b
existing territorial boundaries

24. calls on the Europedq
Commission to improve th
current cooperation on the
external borders. In
particular it is necessary f{
simplify procedures and
establish more synergieg
between the  assistan
provided through the ERDH
through the Europea
Neighbouring Partnershi
Instrument  (ENPI)  ang
through the Europea
Development Fund (EDF)

67. would welcome aeview
of procedures relating to
territorial cooperation
programmes with a view t
establishing common rule
across programmes so th
nationally accepted aud
procedures can apply t

partners and thus removir|
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the need for lead partners

verify audits
Member States.

from other

Topic CdR 369/2010 fin| CdR CdR 159/2010 fin | CdR 370/2010 fin CdR 318/2010 fin
The CoR: 210/200| The CoR: The CoR: The CoR:
9 fin
The
CoR:
Simplification and| 14. hopes that th 32. stresses that thdsuropean | 34. welcomes the intention to increase the visibi

results-orientation

0o

the delivery systen
regarding specifically

the ESF

profile of
projects funded
via the ESF can
be raised througlk
more regionally-
oriented
implementation
based on specific
practical local
needs so as t
make them morg
visible,
complementing
communication
and awarenes
initiatives
financed  within
the framework of]
technical
assistance at EU
national and
regional levels

Social Fund objective relating ta
human resources clearly has aspg
in common with and complementa
to theERDF, the EAFRD, and the
EFF. Considers that optimg
synergies could be achieved throu
integrated  programming and

closely coordinated management

35. considers that theystem of
delivery and monitoring should be

less influenced by the
requirements of formal
procedures (formal compliance

and by objectives relating to the u
of resources, and increasingbcus
instead on the key issues o
checking the results actually
achieved and compliance with the
timetable for those achievements
To this end, encouragement shol
be given tocounterfactual impact
analysis of the activities financed
so as to check what really works a
what does not;

36. considers that, for the post-20
ESF, the process dfimplification

of the implementation of co-

and the scope of the ESF, includingteonger focus
on social inclusion reiterates its support for the ES

remaining part of the Cohesion Policy emphasise$

that the ESF's visibility and the effectivenessitef
action depend on dntegrated approachbeing taken
to investment in human capital alongside that in
infrastructure, R&D and innovation ;

bF
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financed measuresn the context of
the operational programmes shot
continue [...] The aim is tanprove
and consolidate the simplification
of delivery and monitoring
procedures the idea being tq
streamline  and lighten the
bureaucratic and administrative
requirements facing beneficiarieg
of the ESF and the organisatio
responsible for managing it.

41. recognises [...] a significar
amount of oftenunnecessary red
tape, which causes high
administrative costs and delays in
the implementation of
programmes

43. considers that thedelivery
authorities should be given
greater responsibility in
determining the  appropriate
proceduresin accordance with thei
respective national and region
arrangementgeducing the level of
controls that, objectively, tend to
substantially increase the length
of technical and administrative
procedures and the burden o
beneficiaries.

Topic

CdR 369/2010 fin
The CoR:

CdR 210/2009 fin
The CoR:

CdR 159/2010 fin
The CoR:

CdR
370/20
10 fin
The
CoR:

CdR 318/2010 fin
The CoR:
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Reducing the
administrative burden

23. notes in this regard that t
devolved approach to
cohesion policy has proven
successful and should be
retained. However, though
should be given towhich
procedures  might lend
themselves to further
simplification in order to cut
the red tape involved in the
management of cohesion

policy

35. would stress the ongoin
concern forless red tape and
consistently simpler
administrative  procedures
for the allocation, use
settlement and monitoring ¢
financial resources from th
EU structural funds. Thi
should also be factored int
the rules for the planning ¢
future programmes;

60. supports continuing an
stepping up efforts to cut re
tape and simplify procedurg
[...]-More streamlined and
transparent procedures are
important prerequisites fq
efficient resource allocation.

2. regrets that because of t
complexity of the  funding
mechanismEuropean projects are
driven more and more by
compliance with administrative
procedures rather than
development strategy. This is
considered one of the major barrie
to efficient, speedy and effecti\
delivery of the operationg
programmes (OP).

7. frequent changes genera
administrative burdens and delays
implementation. The practice of
laying down rules and standards
with retroactive effect complicates
the implementation and must be
avoided in the future.

28. calls for astreamlining of
programming, monitoring and
evaluation of cohesion policywith
a view to improving the advisor,
role of the European Commissiq
and decreasing theadministrative
burden related, in particular, to
control and audit.

34. encourages Member States 4
the European Commission to ass
the results achieved through tl
simplification measures adopted

2008 and 2009 and implemented
the Member States, in particul
with a view to cost and effol
proportion of the measuresurther

measures that could contribute
substantially to the overall goal of
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reducing

the  administrative

burdens of cohesion policy at all
levels are still needeq

Topic CdR 369/2010 fin CdR 210/2009 fin CdR 159/2010 fin CdR | CdR 318/2010 fin
The CoR: The CoR: The CoR: 370/2 | The CoR:
010
fin
The
CoR:
Co-financing 56. supports retaining | 36. The Committee of th( 37.underlines the need
EU co-financing that| Regions would therefore advocg for simplification of
Lump-sum ensures ownership of arf a simple, transparent yet| European legislation
accountability for the effective monitoring procedure. | and audit practices in
Simplification of audit| policy on the ground. A{ The Committee sees no need| order to resolve
and monitoring| in the current period, E{ conduct a full compliance audit i promptly and uniformly|
procedures co-financing levels shoul¢ each funding period. Instead, ti questions concernin
be differentiated per targg established rules in place f( interpretation of the
in line with each region'y national funding should b{ structural funds

level of development
However, the Committe
is opposed to any
downward revision of
co-financing levels
which should not be use
as adjustment variables
the event of budget cut
ensuing from the inter
institutional agreement o
the forthcoming financia
perspectives. It als
gueries the Commission

proposal to differentiatg

deemed sufficient. Consideratig
should also be given to th
structure of the audit bodies,
the monitoring standards and
the definition and
determination of the margin of
error with a view to possible
simplification

37. points out that fresh scope f
simplification might also be
provided as a result of the ne
provision under the Lisbon Trea

whereby Member States are al

regulation and to mak
the answers available {
the public

38. calls for simple,
transparent and
effective monitoring
procedures and in
particular for the
application  of
proportionality

principle in the control

procedure knowing that

the

too many
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co-financing levels tg
reflect the EU adde
value, types of action an
beneficiaries. The dangg
here is that this coul
create complexities tha
may lead to irregularitie
and further complicate th
task of managing
authorities. Finally, the
Committee points out tha
co-financing rates per
priority  should be
established for each
operational programme,
so that they are
appropriate to the priority
targets set.

66. encourages th
Commission to use
simplified lump-sum
cost system for
reimbursing beneficiarie
both for the ERDF and th
ESF

to take responsibility fo
executing the EU budget. TH
CoR suggests that aadditional
simplification will be achieved
through the Commission
analysing Member States' audit
procedures and seeing i
"contracts of confidence" with
regions can be reached &wvoid
duplication in auditing
procedures The principle of
proportionality of regulations o
small projects should be appli¢
to reduceburdens;

administrative rules
increase rather thal
reduce the margin ¢
errors.

Simplifying the
managing system d
the Structural Funds

64. opposes any radical change to th
current system of managing the Structural
Funds as proposed by the Commission un
the revision of the Financial Regulation. T
Committee therefore calls on the Commiss
to maintain the current system, which

beginning to bear fruit as regards reducing
rate of errors and irregularities; it is to th
system that th@ecessary improvements ang
simplifications should be made

65. stresses that the effectiveness

21. believes that, with

view to future
programming and in
order to stimulate policy
learning, the Europeal
Commission should sta
a debate with local an
regional authorities and
stakeholders aboy
delegation,

subsidiarity,

simplification,

37. suggests, furthermore, thdor the

Structural Funds a specific early warning
schemeshould be set up in all regions

build on the existing relationship, where t
European Commission advises manag
authorities as to theate of spend and
potential for de ffcommitment if the rate of
spend and results do not meet agreed targ

to
he
ing

ets;
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efficiency of cohesion policy hinge on strikir
a balance between the simplicity and
efficiency of procedures and financial
managementin order to make cohesion polig
more user-friendly and transpare
Recognising the full powers of the regions
the management and control of the regio
operational programmes would form part
this balance. Furthermore, the Committee
the Regions should put forward solutio
aimed atfurther simplifying the rules on
both the implementation of the fundsfor the
managing authorities, and on obtaining
funding for the beneficiaries It also calls on
the Commission to explore further the issue
simplification, with a view, inter alia, t
reducing the time period for reimbursement
for the beneficiaries

71. regrets that the Commission has not m
any proposal tasimplify revenue-generating
projects; the complexity of the method ¢
calculation for such projects seef
counterproductive and discourages poten
project promoters. The Committee al
encourages the Commission samplify and
speed up the approval system for major
projects

eligibility and new
evaluation indicators,
possibly via web-base
interactive
communication tools;
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' See: CdR 159/2010 fin, p.3.

" See: European Parliament, Position paper on tiesfof cohesion policy, Committee on regional depment, July 2010.
http.//www.europarl.europa.eu/document/activitiosté201009/20100901ATT80888/20100901ATT80888EN. pdf

" See: Council of the European Union, (2011), Netéhe Proposal for a Regulation of the EuropealidPaent and of the council on the financial ruleplicable to the annual budget of the
Union, May 2011, p.2.

v See: COM (2010) 815 final, Recital 8.

Y When auditing the accounts of EU Institutions, @waurt of Auditors accepts, under the current sgstn error rate of 2% for all policy areas. Howewas risk varies between the activities
managed and the complexity of projects implemertteelCommission has asked to set reasonable bernkhagainst which to judge its management of mskne with a cost-benefit
analysis. The Discharge Authority has thereforé@avthe Commission to present tolerable risk psafofor all areas of the budget.

See: COM (2010) 261 final.

" See: COM (2010) 815 final, Recital 16 .

" See: CdR 318/2010 fin, p.8.

" The introduction of lump sums and flat rates clalad on the basis of standard scale of unit despart of the shift towards a more results-oridnt&rategy. It intends to simplify the
calculation of costs of a given project and to mthe administrative burden of beneficiaries. Heavethe Commission does not clarify in its propdsav lump sums, which consist of one-
time payment of money instead of a series of paysp@md flat rates, which are calculated on théshafsstandard scale of unit costs instead of ceats, will be concretely implemented and
calculated.

* See: European Commission, (2009), Opinion of the HighdléSroup on Administrative Burden Reduction; pitipareaCohesion Policy

X This High Level Group was set up to advise the @isgion with regard to the Action Programme for &edg Administrative Burdens in the EU, and in fmartar to provide advice on
administrative burden reduction measures.

"f_The act analysed by the High Level Group was Cib&egulation (EC) No 1260/1999 of 21 June 1999rigydown general provisions on the Structural Fuf@sneral Regulation’).

“ See: COM (2011) 615 final, p.8.

! See: COM(2011) 615 final), p.46-47.

*¥ These thematic objectives are: (1) strengthenisgareh, technological development and innovati@h;efhancing access to and use and quality ofimdtion and communication
technologies; (3) enhancing the competitivenessnadll and medium-sized enterprises, the agriculsgator (for the EAFRD) and fisheries and aquaraltsector (for the EMFF); (4)
supporting the shift towards a low-carbon economsli sectors; (5) promoting climate change adapiatisk prevention and management; (6) protectirigenvironment and promoting
resource efficiency; (7) promoting sustainable gpaomt and removing bottlenecks in key network istinactures; (8) promoting employment and supportafgpur mobility; (9) promoting
social inclusion and combating poverty; (10) inimgin education, skills and lifelong learning; J¥hhancing institutional capacity and an efficipablic administration.

* It is worth noting that this number is quite lothe participation of Public Authorities came thiedter those from citizens and organisations.

*In the previous EU Financial Regulation, the Consiois offered the possibility to split the grantesgion process into 2 steps so as to only inviteaihplicants most likely to be successful
to submit a full application. The Commission adntiitat this possibility reduced work for applicabtg increased the duration of the application pssce

' See: COM (2011) 615 final, p.168.
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Executive summary

On 22 December 2010, the European Commission atlagptproposal for a
Regulation of the European Parliament and of thenCib of the European
Union on financial rules applicable to the annuatigeet of the Union (COM
(2010) 815 final), also known as the EU Financiah&ation. This legislative
proposal will have a major impact on local and oegi authorities through the
simplification measures it includes, particularlggarding the use of EU
Structural Funds. Furthermore, on 6 October 2044 ,Huropean Commission
adopted the legislative package for cohesion pofmy 2014-2020, which
contains a set of additional simplification measur&his file note seeks to
assess whether the Commission’s proposed measateb the needs expressed
by Local and Regional Authorities (LRAs) and whettieey will contribute to
more efficient and effective spending.

The first part of this file note describes the etaf play of inter-institutional

negotiations on the EU Financial Regulation, presi summary of the main
simplification measures, and compares the measumgmsed in the Financial
Regulation to those proposed in the cohesion pd&gyslative package. The
analysis of the inter-institutional negotiations G®M (2010) 815 final shows
that the changes negotiated between the Europehaniant and the Council of
the European Union are broadly supportive of thsitfpm expressed by the
Committee of the Regions (CoR). The overview of shaplification measures
draws attention to the fact that some ‘simplifioati measures’ do not
necessarily facilitate the use of EU Funds by heragfes. Overall, the

comparison between the measures proposed by then{Ssion indicates that,
generally, both proposals are coherent with eablerptalthough the level of
detail can vary depending on the specific topic.

The second part of this file note examines the ey which the simplification
measures respond to the needs expressed by LR#laats their impact on the
use of EU Funds, and points out a number of meagheat will require changes
exclusively for LRAs and national governments. Samaplification measures
seem to go in the right direction and aim to, fostance, reduce the
administrative burden on both beneficiaries andagarg authorities, which has
been called for repeatedly by LRAs and the CoR. &il@x, the overall impact
of the proposed measures might not be clear-cit regard to simultaneously
achieving both objectives, i.e. a simplified useFainds by LRAs and more
efficient and effective spending. Last but not teaamight take time to see the
positive effects of simplification.



Introduction

“The Committee of the Regions regrets that becaistne complexity of the
funding mechanisms, European projects are drivenremand more by
compliance with administrative procedures rathaartllevelopment stratedy”

For a long time, the Committee of the Regions (Cb&) called for simplified
rules regulating the use of EU funds so that Laoad Regional Authorities
(LRAs) can make better use of the funds and imprdoke effective
implementation of projects. Not only has this rexjuseen constantly supported
by LRAs in conferences or through their participatin public consultations,
but also by other stakeholders, such as the Eunopediament (EP). Indeed,
the EP has regularly stated that simplificatiorpoficy implementation has to
continue and be accompanied by the simplificatibmational and regional
procedures, and that the correct balance betweecegural simplicity and
efficiency and good financial management needstéobnd. In the context of
the economic crisis and scarce financial resourites,objective has become
even more important to make sure that the deliveeghanisms of the budget
operate in the most efficient way and facilitate timplementation of EU
policies.

In this context, on 22 December 2010, the Europ@ammission adopted a
proposal for a Regulation of the European Parliaraed of the Council of the
European Union on the financial rules applicabléh® annual budget of the
Union (COM(2010) 815 final) — the ‘EU Financial Reagtion (FR)’, which
introduces new simplification measures. The FRfisa dorizontal nature. It
contains all of the principles and rules which govéhe EU budget and is
subject to revision at least every three yearsrdeoto adapt budget delivery
mechanisms to the economic context and currentigadlichallenges. It is also
worth mentioning that, in February 2012, the Consnis is planning to release
a ‘Communication on simplification in the post 20Egislative framework’,
summarising the main simplification measures fromdgeneral proposals on the
MFF and the sectoral legal bases aimed at redub@agdministrative burden
and facilitating access to funding. Simplificatial be described as a priority
during both the legislative process and the implaateon of programmes.

Before the Commission adopted the proposal in Deeer2010, and in the
context of the triennial revision, the FR was aleaevised in May 2010
(COM(2010) 260 final), following a public consult@. This revision aimed
mostly at increasing the efficiency of the EU buggadjusting the financial
rules with the new requirements of budget implemon (co-financing with
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other donors, specific financial instruments, RulBlrivate Partnerships (PPP))
and reducing the disproportionate workload credigdbasic rules, such as
interests in pre-financing. The proposal of Decem®@10 does not add any
change of substance but brings the triennial rewisif the FR as well as the
revision of the FR to align it with the Lisbon ThedCOM(2010) 71 final) in a
single text.

It should, however, not be forgotten that the neviof the FR occurs while the
EU also discusses the next Multiannual Financiaintework (MFF) and the

rules governing the post-2013 programmes. In gralcterms, this means that
the simplification measures brought forward by thd FR will have to be

combined with the new legislation regarding EU fsinchotably with the

cohesion policy legislative package published ey @mmmission on 6 October
2011. All'in all, it will have major implicationsmothe management of EU funds
by LRAs and may either simplify or complicate thempliance of regional

programmes with EU rules.

This note, produced by the European Policy CenEB(Q) as part of its
Framework Contract with the CoR, assesses the imgfathe simplification
measures proposed by the European Commission ors IdRAhe basis of the
following elements:

1. the measures introduced in the EU FR;

2. the measures introduced in the cohesion policglatye package; and

3. the needs expressed by the LRAs and the CoR witarde to

simplification measures.

The analysis developed in this note takes into @aicawo dimensions of
simplification: on one hand, it takes a legal apgfoand looks at and compares
the innovations introduced in both Commission peabs; on the other hand, the
paper takes a more political approach and analbether the measures will
contribute to meet one of the key guiding princspté the EU budget, namely
achieving better efficiency and effectiveness.



PART 1: General overview

1.1 State of play of inter-institutional negotiations m the
EU Financial Regulation

Before assessing the impact of the simplificatioeasures in the two
Commission proposals, it is important to first dése the broad political
context, in particular the state of play of intestitutional negotiations on the
EU FR.

The Commission’s proposal for a EU FR is basedhendrdinary legislative
procedure, since the entry into force of the Lisdaraty. According to this
procedure, the proposal was submitted to both thiegean Council and the EP.

The European Council received the proposal on Galg2011, and the Budget
Committee examined the proposal at several meetings February until April
2011. The public documents of the Council mentibat ta large number of
delegations have expressed reservation of thethattthe proposal is ‘closely
linked with upcoming Commission proposals includingancial aspects, such
as the one concerning the delegated Regulation ainiledd rules for its
application, as well as those concerning sectociBpeules related to various
expenditure aredsS’ In addition the documents indicate that some deiegs
have expressed reservations on specific articteapty Article 56 on the shared
management (implementation of the budget) with Menthitates, Articles 130
and 131 on Financial Instruments, Article 178 on BEWst Funds for external
actions and Article 195 related to building progediowever, it is worth noting
that the details of the positions of the Councé aague and that there is no
information on the specific areas of controversiynaeen delegations.

On 26 September 2011, the proposal was also sabjdot the vote of the
European Parliament's Committee on Budgets and GQteenon Budgetary
Control. On 26 October 2011, the Parliament vot8t amendments. These
amendments also take into account the positiomeiCGouncil, which has held
bilateral negotiations with the EP in order to aeki an agreement in first
reading. Some of the EP’s main changes relatedeaimplification measures
or measures that will have a direct impact on LRa&sssummarised below:

- According to the EP, the obligation to generatterest on pre-
financing and to recover such interest should be lifted imatety.
The EP’s stance goes much further than the Comwoni'ssproposal
which stated thatthere should no longer be abligation to generate
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interest on pre-financintj’ Given the common position of the Council
and the EP, interest on pre-financing is thereli@ety to disappear.

In order to better assess fttigk of error ' and to react accordingly, the
EP calls for a management tool showing the ris&radr. Initially, the
Commission proposed that ‘Concerning provisiongmportionality,
the notion of tolerable risk of error should beaaduced as part of the
risk assessment made by the Authorising Officere Tilmstitutions
should be able to move away from the general 2%emadity
threshold used by the Court of Auditors (...). Ehneopean Parliament
and the Council should therefore determine thellef/¢olerable risk
of error per policy area, taking into account tlests and benefits of
controls™. By proposing such a management tool, the EP deter
to the request of the CdRasking for a specific early warning scheme.

The EP considers that theeansparency of the financial rules

regarding the establishment and implementatiomefgeneral budget
should be increased. Furthermore, the overall pamemncy of how and
where EU funds are being spent should be improfoedgxample by

publishing relevant information about the final tractors and
beneficiaries of such funding. Publishing such iinfation would,

however, need to be in line with confidentialitydadata security
rights.

For very low and low-value grants the EP advocates simplified
procedures in accounting and authorisation in ortlercreate a
beneficiary-driven approach.

On thebasic control and audit obligationof Member States (MS),
the Parliament adds to the Commission’s proposal fmovisions,
setting out a coherent framework for all policyase€oncerned, should
not create any additional control structures bubvalthe MS to
accredit bodies entrusted with the implementatiobmon funds. The
MS should have the competence to determine thetyerdr
organisations carrying out the functions of theraditing authority.
Furthermore, the EP adds that all obligations fowsé structures
should be contained in the Regulation in ordemiprove the overall
legal certainty. Again, this amendment is very muckupport of the
requirements of the CoR.

According to the EP, all draft proposals submittedthe legislative
authority should be suitable for the application wudger-friendly
information technologiesdgovernment) and the interoperability of
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data processed in the management of the budgetdsheuensured,
which should improve efficiency. Uniform data tremssion standards
for data available in electronic format should berefeen. A
transitional period of two years from the entryoinfiorce of this
Regulation should be granted for the attainmenthefe targets. By
adding this to the proposal, the EP introducegal leansition period,
which may be very useful for some LRAs.

- The EP simplifies Recital 38 of the Commission’sgarsal by saying
thatlump sums and flat rate$" should be used on a voluntary basis
and only applied where appropriate. Also, it céiisa clarification of
the terminology.

- The EP calls for further clarification or reasonable definition of
eligible costs as it would enhance compliance with the full cost
principle, namely direct and indirect costs, upatneand downstream
of research.

Generally speaking, the analysis of the aforemapticamendments shows that

the changes negotiated between the Council an&Rnhare broadly supportive
of the position of the CoR, as detailed in parf this note.

1.2 Summary of the main simplification measures

1.2.1 The objectives

Efficient and effective spending, considered as ainthe guiding principles of
the EU budget, can be broken down into 3 main ébgs, which are about (i)
delivering European added value, (ii) increasirggkrformance of the policies,
and (iii) reducing administrative burden and risfoe

Simplification measures are mostly designed toeachthe third objective and
contribute therefore to more efficient and effeetispending. Several reforms
have already been implemented in the past, be paasof the revision of the
Financial Regulation or of the cohesion policy, ander to alleviate the
administrative burden in terms of management amdralh contribute to cost
savings for both the Commission and beneficiaried seduce the error rate
linked to the complexity of the system. However,usmslerlined in the 2009
Opinior* of the High Level Groupon Administrative Burden Reduction with
regard to cohesion policy, their effects have beaited, as the administrative
costsfor the single act analysed in the priority areda&son Policy amounted
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to as much as €929m. It is worth noting here that@oR has been active in
providing input to the Group's report on best pcacin Member States to
implement EU legislation in the least burdensomeg.wide CoR organised a
consultation of local and regional authorities nder to generate input for the
report.

1.2.2 The policy framework

Among the major hallmarks of the next set of progres, the Commission has
proposed to develop antegrated and results oriented strategyin order to
maximise the impact of EU funds. In essence, sucttraegy consists of
aligning the EU budget with the key political olijees of Europe 2020 of
smart, sustainable and inclusive growth, strengtigethe coordination and
concentration of EU funds to serve common prigitiand rewarding
performance.

Developing such a strategy will have concrete iogtions which are at the core
of the simplification measures presented in thet rs@ction. These concrete
implications are: (i) the creation of the Commomag&igic Framework (CSF)

and common provisions governing all CSF Fundsa(sfrong focus on outputs
through the introduction of indicators and monigriprogress towards agreed
objectives, (iii) the concentration of EU spendorgll thematic objectives.

« The CSF aims to ensure theoordination of five funds — European
Regional Development Fund (ERDF), the Europeandbdaind (ESF),
the Cohesion Fund (CF), the European Agriculturahd- for Rural
Development (EAFRD) and the future European Mastiamd Fisheries
Fund (EMFF) that will cover 42.2% of the next MFFiis framework
will translate ‘the objectives and targets of theidh priorities of smart,
sustainable and inclusive growth into key actiomsthe ERDF, the CF,
the ESF, the EAFRD and the EMFF which will ensuneirdegrated use
of the CSF Funds to deliver common objectit/eBut the key novelty of
the CSF is the common provisions it provides widgard to the
management, monitoring, evaluation, control andvdg} of all funds as
mentioned above. The underlying objective of then@mn provisions is
to make the rules which govern EU funds more urtdedable for
beneficiaries and to strengthen the coherence keatwbe different
instruments in view of increasing synergy and hgygreater impact.

* Theintroduction of indicators — financial, output and result indicators
for each priority of a given programme aim to ‘@&sserogress of
programme implementation towards achievement otdatlves as the
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basis for monitoring, evaluation and review perfante®. Common
indicators and potentially programme-specific iadors will be provided

by the Fund-specific rules.

« The Commission has defined a listtbématic objectives” in line with
the Europe 2020 strategy in order to focus theoastof the Union on a
limited number of priorities and bring the greatadtled value. The 11
thematic objectives will then be divided into otlsgecific objectives for
each of the CSF funds. However, as underlinederMkF proposals and
mentioned in a previous analysis (E. Molino andZkleeg, with S.
Chiorean-Sime (2011b)), the ‘thematic concentratiril not be the
same for each region. While it will result in a dar choice for
convergence regions, competitiveness and transiti@mgions will be
obliged to concentrate their resources on enerfigiexicies, renewable
energies, SME competitiveness and innovation.

The key tool through which the Commission will a@ionensure the coordination
and concentration of EU funds is tli&artnership Contract. This contract,
negotiated between each Member State and the Cemmisvill have to set out
how each State intends to translate the thematectes of the CSF into
national investment objectives and priorities ic@dance with its own macro-
economic level and territorial specificities. Thencrete implementation of these
priorities will be articulated through the opera@ programmes divided into
priority axes. As stipulated in Article 88 of COM(21) 615 final, operational
programmes may now receive common support fronf-thnels in order to better
benefit from synergies and increase the added \odlumrestments.

1.2.2 An overview of the simplification measures

Before presenting the simplification measures psegdoby the Commission in
both the revision of the EU FR and the cohesiomcpadégislative package it is
important to recall that there is no definitistnicto senswof what constitutes a
simplification measure and no criteria against Wwhi@ measure can be
considered as simplifying the use of EU Funds. éfoge, some measures called
‘simplification measures’ do not automatically faate the use of Funds by
beneficiaries. That being said, it is importanutaerline that this section looks
specifically at the measures proposed by the Cosiomsand summarise them.
A more critical analysis of the impact of these meas, on both the use of
funds by LRAs and the key principle of efficientdagffective spending, will be
covered in Part 2.

While addressing simplification, the official docants of the Commission and
the CoR often refer to some key aspects of the paymmanagement,
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monitoring, control and evaluation system of thendsi The simplification

measures proposed by the Commission in both afdr@saposals cover those
aspects and also introduce new ones. As indicatediqusly, some of the
simplification measures stem directly from the éhieforementioned concrete
implications of the move towards a more integratatd results-oriented
strategy. These simplification measures can be sumed as follows:

In both proposals, the Commission propos@smon provisions
related to management, control, monitoring and evaiation
which are similar across all shared managementumsnts.
These provisions are based on a set of four kenciptes, which
are flexibility, proportionality, sound financial anagement and
accountability. As an example, a system of nati@uareditation
IS introduced in order to put emphasis on the camemt of
Member States to sound financial management. Bestde
common principles, both proposals provide detaifddrmation
with regard to the rules for payment, the role atle authority
involved in the management, control, monitoring @waluation
of the programmes as well as to the different ptooes to be
followed throughout the implemention process.

The Commission’s proposals also contammmon provisions on
the delivery, which include common rules on eligible
expenditure, the different forms of financial sugpaimplified
costs, and durability of operations. The key inimraunder this
heading concerns the availabilty of a wide rangé o
reimbursement options, including simplified optiossich as
standard scales of unit costs, flat rates and lsonms. These
options are part of the strategy aiming at shiftihg regime of
grants from a real-cost based management towgrsdg@mance-
based scheme in view to simplifying procedural dadumentary
requirements.

In the cohesion policy legislative package, the @ussion
proposes amtegrated use of the Structural Funds supporting
the ‘Investment for jobs and growth’ goal Such an integrated
use implies the creation of Joint Action Plans \whoonsist of a
group of projects as part of an operational prognamwith
specific objectives, result indicators and outparid means that it
will be possible to combine support from the diéfietr Funds.

The Commission suggests aimplified use of financial
instruments so that their use can be combined with EU funds. T
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this end, the Commission wants to offer ready-madkitions
through access to financial instruments set up ltlével and
models for national and regional funds based ondstal terms
and conditions laid down by the Commission. The @ussion
also proposes to extend the possibilities of usfim@ncial
instruments so that they can be applicable for tgtles of
investment and beneficiary. The objective of thieification
measure is to multiply the effect of Union funds rasch as
possible.

- In both proposals, the Commission is very much aaotir of
developing E-governance For example, it proposes that all
official exchange of information between the MemBgates and
the Commission shall be carried out using an elaatr data
exchange system established by the Commission.

In addition to simplification measures, the propesal the Commission also
introduce other measures — not named as simpiditaneasures but also
contribute to the reduction of administrative burdand error risks and to
achieve better efficiency — which will have a majompact on LRAs. These
measures include:

- Ex ante and ex post conditionality, and the pertoroe reserve;

- macro-economic conditionality;

- differentiated co-financing rates; and

- the use of innovative financial instruments.

 Theex ante, ex post conditionality and performance ierveare at the
core of the results-orientated strategy of the Casion. In order to
ensure better spending, the Commission will ask Manstates to fulfill
some ex ante conditions, such as the proper fumogoof public
procurement systems, before the funds are dishuEsednte conditions
will be listed in the Partnership Contracts. Ex tposnditionality will
apply following the evaluation of the achievemenmttargets and will
make the release of additional funds contingenperiormance. Should
the ex post evaluation be disappointing, suspensfofunds might be
envisaged. In the contrary, a performance resemwv®(nting to 5% of the
funds) will award regions which have met their rwitses.

* The rationale fomacro economic conditionalityhas been explained by
the Commission as needing to ensure that the péeetss of the funds is
not undermined by unsound macro-fiscal policies.eréfore, the
Commission envisages to closely link cohesion polio European
economic governance by introducing macro-econoramditions in the
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Partnership Contracts. Therefore, it might implye teuspension of
funding iIf Member States do not remain within theximum debt and
deficits levels or fail to take remedial actions.

* In order to help regions with low absorption furglimnd because some
regions do not have the financial resources to igeownational co-
financing at a time of economic crisis, the Comioissproposes to
maintaindifferentiated co-financing rates These rates differ according
to the macro-economic status of a given region amake specifically,
according to the objective pursued by the prograrmntethe fund used to
support it. Also, the Commission foreseesaflow a temporary increase
in the co-financing rate by 10 percentage pointsoime specific cases, in
particular when a Member State is receiving finah@&ssistance in
accordance with Article 136 and 143 of the Lisboeaty.

At a time of scarce financial resources, the Corsiors proposes to
broaden the use @inovative financial instruments in order to increase
the leverage of Union’s funds. In the cohesiongpolegislative package,
the Commission states that these instruments shpyoldde support for
enterprises and projects expected to generateasuiastfinancial returns.
However, the statement remains vague and the Caiumisioes not
exactly specify which instrument would be the magipropriate to
achieve this objective. In the revision of the ER,Rhe Commission
mentions two innovations applicable to cohesioncyolvhich consist of
developingsynergy with EIB funds and facilitating the creation of
PPPs.

1.3Comparison of the measures proposed by the
Commission

Comparing the simplification measures proposechky@ommission in both the

EU Financial Regulation and the cohesion policyskagyve package allows us

to determine whether they contain differences anakssess if the Commission’s
proposals are coherent with each other. Annex tiges a detailed comparison

around each theme summarising the simplificatiomsuees (these themes are
already listed in the above section).

By comparing the two columns of Annex 1, one cate riloat:
- generally speaking, both proposals are cohereriit ®aich other
even if the level of details varies according tpi¢s;
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both proposals often refer to sector or Fund-$ipetiles;

the cohesion policy package provides more detarearmation
regarding the procedures to be followed by Funcebeiaries;
both proposals are vague with regards to the imghtation of
simplified costs options. Moreover, the EU Finah&agulation
mentions the use of lump sums and flat rates amlyespect of
grants and do not consider expenditure implemeumter shared
management with MS within the meaning of grant (&eticle
115);

none of the proposals provides a clear definitioh tle
circumstances under which (new) financial instruteeshould be
used and the objectives they should follow.
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PART 2: Simplification measures vs. the
needs of LRAS

2.1 Do simplification measures respond to the needs of
LRAS?

2.1.1 The public consultation

From October to December 2009, the Commission leeshca public
consultation which preceded the publication of Ei¢ Financial Regulation.
This consultation was structured around 11 questiand the Commission
received 235 contributions from a wide range ofpectives. 44 contributions
(i.e. 19%) came from Public Authoriti®sThe following paragraph focuses on
the opinions of LRAs and summarises their respotisagisare relevant to the
simplification measures on the use of EU funds.

The most common contributions of LRAs related taficial management. The
majority of Public Authorities expressed the needntaintain current co-
financing requirements in order to maintain high commitment to carrying o
projects. There was a general consensus that chdontributions should also
be taken into consideration. Wide support was esga@ for thencreased use
of lump sums and flat ratesas a means of reducing the administrative burden
for beneficiaries. However, the idea of coveringtscon the basis of expected
outputs created a division between those who arthegdt would lead to more
flexibility and more cost effective implementatioh projects, and those who
were against the idea due to the risk of failureé @wsts not being covered. Also,
the majority of respondents asked fomare flexible application of the non-
profit rule , as a way to facilitate the sustainability of picig and decrease the
need to search for grants. Previously, the EU F@&rRegulation stipulated
that EU grants could not generate profit for beasiafies as subsidy should not
have a commercial purpose. This non-profit ruleemftcreated significant
administrative work for the beneficiaries. Regagdiimit for a small grant, the
suggestions included, to a large extan, increase of the amount for low
value grantsbetween €25.000 and €75.000, and the amoumefyrlow value
grants between €10.000 and €25.000. Last but not leps#;financing
payments and the reimbursement of interestgroved unsatisfactory, most
respondents preferring a rate of pre-financing thatld be adapted according
to the type of beneficiary, and using a standamhiéda for all grants to calculate
and deduct interest rates. Public authorities edssed the issue of becoming
exempt from pre-financing guarantees.
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With regard to the simplification of thapplication procedure, respondents
generally showed clear support for both the progdsstep proceduté and
for the label system allowing candidates that haveady carried out a project
successfully to send only documents relevant toaghi@ication. Moreover, the
use of e-tools and of digital signaturew/as often called for in this context.

2.1.2 Opinions of the CoR

Annex 2 shows a selection of five documents, wiliabtrate the constant effort
of the CoR to highlight, through its past opiniotiee need to simplify the use of
EU Structural Funds. The section below summarisesnformation provided in
Annex 2.

The Committee has drawn attention to the risks éfagmented EU funding
system and called for antegrated approachin cohesion policy, which would
facilitate the implementation of all funds. The Guoon Strategic Framework
was highlighted as a good example of simplificatm@asures, which could be
extended also to other funds. The CoR recognisedntéed for improved
interregional cooperation as a means to coordimagponses to common
problems, and the need to create more synergieebetdifferent EU funds.

A widespread requirement of LRAs that was oftendatid refers to decreasing
the length otechnical and administrative proceduresand cutting unnecessary
red tape in the management of cohesion policy, nder to lighten the

bureaucratic burden on both beneficiaries and magaguthorities. The high

focus of projects on compliance with administratprecedures rather than on
development strategy is a major hindrance to aaigeefficient and rapid

delivery of the operational programmes. In additibre CoR advised against
frequent changes and devising of new rules anddatds, particularly when

they have retroactive effects, as these can buwddelay the implementation of
projects.

While supporting the curremules on co-financing the CoR is against any

downward revision of co-financing levels, and swgigehe establishment of co-

financing rates per priority for every operatiommabgramme. The use of a

simplified lump-sum cost systemhen reimbursing beneficiaries and reducing
the timeframe for such reimbursements would alsim Itiee interest of LRAs.

The CoR supports the current system of managingtthietural funds as a good

basis, but signals the need for further simplifmad and improvements. In
particular, LRAs need simplified, transparent affdaive audit and monitoring
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procedures, with a proper application of t@portionality principle , and
without being subjected to a full compliance audievery funding period.

2.1.3 The coherence between Commission’s proposals apd n#eds
expressed by LRAS

The European Commission’s proposal aims to addifessneeds that were
expressed by LRAs through the aforementioned puditsultation as well as
through the voice of the CoR. It does so by briggorward the set of measures
presented in the previous part. This section aeraly® what extent the
Commission’s proposals respond to the main req@ntsnexpressed by LRAS.

To begin with, the CoR often draws attention indfgnions to the risks of a
fragmented funding mechanism and highlights the need for an integrated
approach. The proposal responds to this call amd & streamline the various
implementation methods that currently vary fromtcaised direct or indirect to
shared, decentralised or joint management. Furihvernthe Commission tries
to harmonise the rules governing the managemeatuayon, monitoring and
control of the funds by bringing them under a senfghmework.

The overall shared management between the EU lewvel Member States
means that the latter also haveeaponsibility in conducting ex ante and ex
post controls to ensure proper implementation, el as in fulfilling the audit
obligations and promoting transparency and nonridigeation. In support of
the simplified, single chain of accountability posed by the Commission (see
Annex 1), Member States will need to accredit pulskector bodies that will
manage and control the use of EU funding. Thesae=ntvill be responsible for
creating an efficient internal control system, gsam annual accounting system,
publishing the EU funds beneficiaries on an anibaals, while at the same time
being subject to external auditing. Thus, a sirglain of accountability will
contribute to a certain extent, addressing the nfughlighted need of LRAs to
give greater responsibility to delivery authoritiedowever, it may also
significantly increase the workload of LRAS.

With regard tofinancial management the use of instruments likemp sums

iIs encouraged by the Commission, in the effort tonmpte a more result-
oriented approach, and to fix ex-ante the amoultevaf a grant that is needed
to achieve a certain project. The proposal caltsfdicther clarification of the
lump sums system, including the standard scalenbfcosts and flat rates. This
is very much in line with the wide support for inased use of lump sums and
flat rates expressed by LRAs in the public consiolta For the goal of easing
the administrative burden, the Commission alsosdall further simplification
of the rules onnterest generated by pre-financing To this end, the proposal
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aims to remove the obligation to generate inteoespre-financing, as well as
the obligation to recover such interest, partidylan the case of grant
beneficiaries.

Moreover, the result-oriented approach addresses citncerns of LRAs
regarding thesystem of delivery and monitoring and their call formore
emphasis on the verification of achieved results gtead of the requirements
of formal compliance.However, the requests of the CoR regarding a remuct
of the administrative burden in auditing and mommg procedures, including
the creation of a ‘contract of confidence’ (see &xr2) went far beyond what
the Commission proposes.

Furthermore, the request for an application ofgraportionality principle in
the control procedure is only partially addressed. Although the Comnassi
proposes to lighten the procedures for small ptsjethere is no significant
measure in view to avoiding duplication in auditpr@cedures or to introducing
‘contracts of confidence’ as required by the Coée(€dR 210/2009 fin).

Last but not least, the proposals also encourdgetronic transmission of
documents, and the use of electronic order fornts iawoices, which could
potentially reduce administrative costs and wortttoarhis proposed measure
partially responds also to the need expressed bAsLi@r increased use of e-
tools and digital signatures.

2.2 What impact on the use of EU funds?

Assessing whether the simplification measures megpdy the Commission
will really facilitate the use of EU funds for LRAS the future would require an
analysis of the impact of each measure. As it moll be possible to go through
each change brought forward by the Commission withe scope of this paper,
the next section will focus on the impact of theinmanovations introduced in
both proposals.

Some simplification measures seem to go in the dglection and illustrate the

willingness of the European Commission to reduceniacstrative burden for

managing authorities. As presented in the prevsewdion, several measures
also echo the opinions expressed by the CoR as agethe arguments put
forward by different EPC studies (e.g. E. Molino, Euleeg, (2011a)).

Nevertheless, a closer look at the Commission’ggsals shows that the impact
of simplification measures will not be as clear-asitt is expected to be.
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While the introduction ocommon provisions for EU fundsallows a more
integrated approach and may reduce the number @bnaa authorities
responsible for managing the programmes, one cde tmat thecommon
provisions are often very general and refer to futer rules - either fund or
sector-specific. Therefore, it raises the questibwhether common provisions
will really lead to a reduction of administrativeopedures in practice.

Furthermore, some simplification measures, sudhagossibility to merge the
managing and certifying authority, seem to be netft minor in comparison

to the administrative burden and the number of procedures that Member
States and LRAs have to go through. In additioe, gbsitive effect of some
simplification measures is likely to minimised by the introduction of other
measures which may create more administrative burden far beneficiaries
due to the set-up of new systems and an increased for coordination
necessary to manage joint support from funds. Rstance, the Commission
proposes in Article 64 of COM (2011) 615 final théémber States designate a
coordinating body to liaise with and provide inf@tion to the Commission (see
Annex 1). Therefore and as indicated by the Comomss Annex 5 of COM
(2011) 615 final, simplification measures, partaily those related to
management and control, will not lead to a reductd costs but rather to ‘a
redistribution of the burden’. However, it is ddiilt at this stage to see whether
the Commission’s statement, saying that the bureerstribution will enable
more effective mitigation of risks and lead therefd@o an error rate below
5%"", can be delivered.

With regard to measures related to the developrmfeat more results-oriented
strategy, which include the ex ante and ex postditionality, the macro-
economic conditionality as well as the introductanindicators, previous EPC
studies have already highlighted the need for oautiNot only will
conditionality measures significantly penalise oagi with weak administrative
capacity and render them responsible for policiestaming to national
government, butmore elaborated monitoring systemswill also createnew
administrative tasks. Therefore, these conditions are likely to diseger
regions which are most in need of EU funding. Idiadn, as already indicated
in another EPC analysis (E. Molino and F. Zuleeghv§. Chiorean-Sime
(2011b)), the imposition afx anteandex postconditionality neither guarantees
effective spending and reduced waste of money moplgies the use of EU
funds. Moreover, the practical implementation eufyht will difficulties linked
to the definition of the targets and the measutgmf the outcomes.

Finally, simplification measures concerning the abBnancial instruments as
well as the introduction of innovative financiabtruments raise some questions
already covered in a previous EPC study (E. Molmal F. Zuleeg (2011a)).
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While the study has shown that financial instrureecd&n help mobilise the
private sector and leverage additional investmeantparticular in regions with
scarce financial resources, thetential regional dimension and implications
of each instrumenheed to be checkedFurthermore, the EU also needs to
define which instrument is the more likely to act@e given political objective.
Therefore, simplifying the use of financial instremts is not an objectiyeer se

it must be implemented under appropriate circunt&snand for the right
reasons. Last but not least, it is important taltethat developing the use of
mixed instruments, such as EU funds combined with fiinds, may confuse
beneficiaries and complicate the management ofrprogpes.

2.3 Measures depending on LRAs and national
governments

This paper has shown that the proposals of the Gssion contain a number of
simplification measures whose impact is not cledr-tn addition, there are a
significant number of measures that will requiraralpes exclusively for LRAs.

Firstly, national and regional administrations Widdve a central role in linking

regional programmes to the priorities of the CS# #e Europe 2020 strategy
and adjusting them to the territorial specificities. This makes effective

cooperation between LRAs and the MS level essential

Secondly, having an EU-integrated strategy allowwigt support of different
funds and/or the use of mixed instruments will remymore coordination at the
national and regional level. Indeed, some prograsnwél now have the
obligation to reach targets in different policy asan order to contribute to the
achievement of the Europe 2020 strategy. Whereaakiog policy silos is
likely to increase overall performance, it may alsmuire achange of
mentality in some MS. Ministries and administrations whoserkwis often
sector-specific will be now obliged to coordindteit actions.

Thirdly, the increased responsibility of MS for exéng the EU budget laid
down in the Lisbon Treaty will not only go handhand with more flexibility in
terms of management and auditing. In return, natioand regional
administrations will have téulfil more conditions and be subject tmcreased
controls. In concrete terms, national governments and LRA$ have to
provide strong evidence for justifying the receptad EU funds. Ex ante and ex
post conditionality, as well as monitoring progresginst agreed indicators,
will substantially increase the administrative wWoed.
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Finally, the diffusion of new financial instrumenta/hich may potentially
replace or complement the traditional use of EUntgawill not be easy to
implement. Indeed, the capacity to manage suchumsgnts varies significantly
across Member States and regions. Therefore, egstirat all LRAs can have
access to these instruments will requsignificant capacity building at
regional level (E. Molino and F. Zuleeg (2011Db)).
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Conclusions

There has been a long running attempt to introcduroglification measures in
relation to EU spending, in particular in policyeas such as cohesion funding.
The current proposals for the FR and the CoheswlityPproposals clearly
follow this long term trend.

Many of the simplification measures go in the rightction, aiming to reduce
unnecessary burden in the implementation of EU ihgndin many cases, the
voices of the CoR and LRAs have been heard, withynod their simplification
priorities taken into account, albeit with the poepls sometimes not going as
far as demanded.

But the proposals are not a silver bullet. Delingrthe changes will take time
and often, as seen in the past, even the bestionisrcan lead to an increase in
administrative burden in the implementation process

On a broader level, a number of proposals aim tprowe efficiency and
effectiveness of funding: the move towards a mesults orientated strategy
(with possibility to suspend funds in case of n@nfprmance), conditionalities,
thematic concentration, a higher emphasis on mongbndicators and the
introduction of innovative financial instruments.utB here, the concrete
implementation will matter greatly: will these bewe further — administrative —
hoops to jump through or a genuine re-orientatamatds better programmes?
It clearly also raises questions about the capafityegions: those with weak
administrative capacity might struggle to deal wiitse changes.

Funding also remains highly complex and there ramaisignificant burden on
LRAs and indeed Member States. Fundamentally, thstes is still
characterised by multiple levels of administratiand complex checks and
balances. Unless there is a more fundamental chartpe funding approach, a
high level of administrative burden will remain.
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Annex 1: Comparison of the simplification measures proposed by the EC

Measures proposed in COM (2010) 815 final (EU Finarial Regulation)

Measures proposed in cohesion policy legislative peage

Simplification
measures

Common provisions
related to
management, control,
monitoring and
evaluation

4.3.1 The proposal seeks to simplify the diffeneethods of implementatio
(centralized direct/indirect, shared, decentralised joint management), {
render the rules applicable to the different meshatbre coherent and f{
strengthen the accountability of the implementiagiers so as to support t
Commission in discharging its responsibility und#te Treaty. The
Commission proposea set of common principlesthat shall apply in al
cases of indirect managed (...). These principles idfwhmay be
complemented by sector specific-rules) are:

— Ex ante verification of the capacity to managefihtls, taking due accou
of the specific risks of the actions concernedx{fidity and proportionality);
— Management, control and audit obligations (sdiimahcial management);
— A single chain of accountability, establishedafdy through the annug
management declarations of assurance to be siggethdb Commissior
implementing partners and a regular clearancesétitounts.

Ex ante controls:

Article 56

Shared management with Member States
2. Member States shall prevent, detect and coiresjularities and fraug
when executingasks related to the implementation of the budBetthis end
they shall carry outex ante and ex post controlsincluding, where
appropriate, on the spot checks, to ensure thaadtiensfinanced from the
budget are effectively carried out and implementedectly, recover fund
unduly paid and bring legal proceedings as necgssar

Management, control and audit obligations

Article 56

Management and control systems:

5.1.4 Common management arrangements

The proposal envisages a management and contrtdnsyshich is
similar across shared management instruments antased on
common principles. A system of national accreditationis put in
place to emphasize the commitment of Member Statesound
financial management. Thearrangements underpinning the
assurance of the Commission with regard to the regularity
expenditure have been harmonised aed common elementsuch as|
a management declaration of assurance and annealante of
accounts have been introduced to reinforce asseranc

(74) It is necessary for Member States to desigratenanaging
authority, a certifying authority and a functionyalhdependent auditin
authority for each operational programme. To previtexibility for
Member States in the set up of control systemss mppropriate ta
provide the option for the functions of the ceiitify authority to be
carried out by the managing authority. The MembiateSshould alsg
be allowed to designate intermediate bodies toyaaut certain tasks o
the managing authority or the certifying authoritthe Member State
should in that case lay down clearly their respectesponsibilities an
functions.

Part 2 Common provisions applicable to CSF Funds

Article 53

of

Determination of co-financing rates
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Shared management with Member States

1. Member States shall respect the principles ohddinancial managemen
transparency and non discrimination and ensureitilility of Union action
when they manage Union funds. To this eMdémber States shall fulfil the
control and audit obligations and assume the resulting responsibilities

down in this Regulation. Complementary provisionaynbe laid down in
sector-specific rules.

3. In accordance with the sector-specific rulesymider States shall accreq
one or morepublic sector bodieswhich shall be solelyesponsible for the
proper management and control of the fundsfor which accreditation ha|
been granted. This shall be without prejudice te possibility for these
bodies to carry out tasks not related to the mamagé of Union funds or t¢
entrust certain of their tasks to other bodies. datereditation shall be given
by a Member State authority in accordance withaespecific rules ensurin
that the body is capable of properly managing thel$. The sector specif
rules may also define a role of the Commissionhm @ccreditation proces
The accrediting authority shall be responsiblesfguervising the body and f¢
taking all necessary measures to remedy any defigien its operation
including the suspension and withdrawal of the editation.

A single chain of accountability

Article 56

Shared management with Member States

4. Bodies accredited pursuant to paragraph 3 sfAlticle shall:

(a) set up and ensure the functioning ofefiective and efficient internal
control system

(b) use anannual accounting systemproviding accurate, complete al
reliable information in a timely manner;

(c) be subject to amdependent external audit performed in accordang
with internationally accepted auditing standards @y audit service
functionally independent of the accredited body;

(d) ensure, in conformity with Article 31(2ynnual ex post publication of
recipients of Union funds

(f) ensure a protection of personal data whichsBat the principles laig
down in Directive 95/46/EC.

5. Bodies accredited pursuant to paragraph 3 efAhiicle shall provide the

Commission by 1 February of the following finangalar with:

1.The Commission decision adopting a programmel stxakhe co-
financing rate or rates and the maximum amountuppert from the
CSF Funds according to the Fund-specific rules.

Article 54

Revenue generating operations
1.Net revenue generated after completion of an operation ove
specific reference period shak determined in advanceby one of the
following methods:

(a) application of a flat rate revenue percentége the type of
operation concerned;

(b) calculation of the current value of the natereue of the operatiorn]
taking into account the application of the pollypays principle and, i
appropriate, considerations of equity linked to tt&lative prosperity of
the Member State concerned.

The eligible expenditure of the operation to befinanced shall no
exceed the current value of the investment costte@bperation less th
current value of the net revenue, determined agugreh one of thesg
methods.

2. Where it is objectively not possible to deterithe revenue i
advance according to the methods set out in pgrhgda the net
revenue generated within three years of the coiople&tf an operation
or by 30 September 2023, whichever is earlier,| sf@ldeducted from
the expenditure declared to the Commission.
3. Paragraphs 1 andshall apply only to operations whose total cos|
exceeds EUR 1 000 000.

4.This Article shall not apply to the ESF.

Article 62

General principles of management and control systesn
Management and control systems shall provide for:

(@) a description of the functions of each body cesned in
management and control, and the allocation of fanstwithin each
body;
(b) compliance with the principle of separationfohctions betweer
and within such bodies;
(c) procedures for ensuring the correctness andagty of expenditure
declared;

=

[}

N

t

(d) computerised systems for accounting, for theragfe and
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(a) theiraccountsdrawn up for the expenditure made in the execuiothe
tasks entrusted,;

(b) a summary of theesults of all available audits and controlscarried out,
including an analysis of systematic or recurrentakmesses as well g
corrective actions taken or planned;
(c) a management declaration of assuranceas to the completenes
accuracy and veracity of the accounts, the propectioning of the interna
control systems as well as to the legality and lexgy of the underlying
transactions and the respect of the principle ahddinancial management;
(d) the opinion of an independent audit body on the managemer
declaration of assurance mentioned in point (¢hf paragraph, covering a
its elements.

If a Member State has accredited more than one pedypolicy area, it sha
by 15 February of the following financial year pida the Commission with
synthesis report consisting of an overview at maidevel of all manageme
declarations of assurance and the independent amitions thereon
prepared for the policy area concerned.

transmission of financial data and data on indisatfor monitoring and
for reporting;
(e) systems for reporting and monitoring where tbgponsible body
entrusts execution of tasks to another body;
(f) arrangements for auditing the functioning oé thhanagement an
control systems;

(g) systems and procedures to ensure an adequditerail;
(h) the prevention, detection and correction oégrrarities, including
fraud, and the recovery of amounts unduly paidetiogr with any|
interest;

o

Article 63

Responsibilities of Member States

1. Member States shall fulfil the management, @nand audit
rules on shared management set out in the FinaReigilation and the
Fund-specific rules. In accordance with the prilecipf shared
management, Member States shall be responsiblthéomanagemen
and control of programmes.

—

Article 64

Accreditation and coordination
1. In accordance with Article 56(3) of the Finahdiegulation, each
body responsible for the management and contrekpénditure undey
the CSF Funds shall be accredited by formal datisfianaccrediting
authority at ministerial level.

2. The accreditation shall be granted subjectédttdy complying with
the accreditation criteria on internal environmetwntrol activities,
information and communication, and monitoring ldavn in the Fund-
specific rules.

5. The Member State may designatec@ordinating body whose
responsibility is to liaise with and provide infoation to the
Commission, promote the harmonised application afiob rules,
establish a synthesis report providing an overvigwnational level of
all management declarations and the audit opinigriscoordinate the
implementation of remedial actions as regards agficiéncies of a
common nature.

v

Article 67
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Common rules for payments

2. Payments shall take the form of pre-financinggim payments an
payment of the annual balance, where applicabld, @nthe final
balance.

Atrticle 68
Common rules for calculating interim payments, paynent of the
annual balance, where applicable, and payment ofrfal balance

The Fund-specific rules shall lay down rulegor the calculation of the

amount reimbursed as interim payments, payment hef annual
balance, where applicable, and of the final balafiéés amount shal
be a function of the specific co-financing rate laggble to the eligible
expenditure.

Article 69

Requests for payment

1.The specific procedure and information to be sttlohfor requests
for payment shall be laid down in the Fund-spedifies.

Article 72

Payment of initial pre-financing

1. Following the Commission decision adopting thregsamme, an
initial prefinancing amount for the whole programigniperiod shall be
paid by the Commission. The initial pre-financingaunt shall be paic
in instalments according to budgetary needs. Th&aliments shall b
defined in the Fund specific rules.

2. Pre-financing shall be used only for making pegta to
beneficiaries in the implementation of the prograenih shall be made
available without delay to the responsible bodytlfis purpose.

Article 73

Clearance of initial pre-financing

The amount paid as initial pre-financing shall b&ally cleared from
the Commission accounts at the latest when therpnage is closed.

Article 75
Submission of information
1.By 1 February of the year following the end of #iccounting period

D

the Member State shall submit to the Commission filowing
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documents and information in accordance with Aetid6 of the
Financial Regulation (...).

3. By [15 February] of the year following the enfltbe accounting
period, the Member State shall submit to the Cormimisa synthesis
report in accordance with the last subparagrapArti€le 56(5) of the
Financial Regulation.

Article 76

Clearance of accounts

1. By 30 April of the year following the end of tlaecounting period
the Commission shall decide, in accordance with Foed-specific
rules, on the clearance of the accounts of theraelebodies accredited
pursuant to Article 64 for each programme. Thereleee decision shall
cover the completeness, accuracy and veracity efatinual account
submitted and shall be without prejudice to anyssgoient financia
corrections.

2. The procedures for annual clearance shall loedawn in the Fund
specific rules.

2}

Part 3 General provisions applicable to the ERDF,ite ESF and the
CF

Article 114

Functions of the managing authority(relates to clarified rules for the
selection of projects)

4. As regards the selection of operations, the giagaauthority shall:
(a) draw up and, once approved, apply approprileeson procedure
and criteria that:

(i) are non-discriminatory and transparent;

(ii) take into account the general principles sdtio Articles 7 and 8;
(b) ensure that a selected operation falls withengcope of the Fund or
Funds concerned and within a category of intereeniilentified in the
priority axis or axes of the operational programme;

(c) provide to the beneficiary a document settingthe conditions for
support for each operation including the specifiequirements
concerning the products or services to be delivereter the operatior
the financing plan, and the time-limit for executio

(d) satisfy itself that the beneficiary has the adstrative, financial
and operational capacity to fulfil the conditionsfided in point (c)
before approval of the operation;

Uy
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(e) satisfy itself that, where the operation haartetl before the
submission of an application for funding to the @aging authority,
Union and national rules relevant for the operatiame been complied
with;
() ensure that an applicant does not receive stfpom the Funds
where it has been, or should have been, subject procedure o
recovery in accordance with Article 61 followingethelocation of 3
productive activity within the Union;
(g) determine the categories of intervention tooktthe expenditure of
an operation shall be attributed.

Article 140

Proportional control of operational programmes
1. Operations for which the total eligible expendit does not exceed
EUR 100 000 shall not be subject to more than it &y either the
audit authority or the Commission prior to the ci@s of all the
expenditure concerned under Article 131. Other ap@ns shall not be
subject to more than one audit per accounting ymarthe audit
authority and the Commission prior to the closuralbthe expenditure
concerned under Article 131. These provisions dtieowt prejudice to
paragraph 4.
2. For operational programmes for which the mosémné audit opinion
indicates that there are no significant deficiesctie Commission may
agree with the audit authority in the subsequenttimg referred to in
Article 118(3) that the level of audit work requdrenay be reduced s
that it is proportionate to the risk established. duch cases, th
Commission will not carry out its own on-the-spatlds unless there i
evidence suggesting deficiencies in the manageer@htontrol systen
affecting expenditure declared to the Commissioanraccounting yea|
for which the accounts have been the subject téar@nce decision.

= oo

=

Major projects
Article 90
Content

As part of an operational programme or operatiggtagrammes, the
ERDF and the Cohesion Fund may support an operation
comprising a series of works, activities or sersiaggended in itself tg
accomplish anindivisible task of a precise economic or technigal
nature which has clearly identified goals amose total cost exceeds
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EUR 50 000 00Qa 'major project').

Article 92

Decision on a major project

2. The Commission shall adopt a decision, by medinmplementing
act no later than three months after the date dimsssion of the
information approving a major project (...).

3. Where the Commission refuses to allow supporhfthe Funds to b
given to a major project, it shall notify the Meml&tate of its reason
within the period laid dozn in paragraph 2.

4. Expenditure relating to major projects shall & included in
payment applications before adoption of an appraaision by the
Commission.

Monitoring and evaluation

Article 44

Implementation reports

1.From 2016 until and including 2022, the Membeat&tshall submi
to the Commission an annual report on implementatal the
programme in the previous financial year. The MemBeate shall
submit a final report on implementation of the peogme by 30
September 2023 for the ERDF, ESF and Cohesion Bnddan annua|
implementation report for the EAFRD and EMFF.

Article 46

Progress report

By 30 June 2017 and by 30 June 2019, the Membée Sheall submit
to the Commission a progress report on implementatof the
Partnership Contract as at 31 December 2016 andeg8gmber 2018
respectively.

Evaluation

Article 47

General Provisions

1. Evaluations shall be carried out to improve dhbelity of the design
and implementation of programmes, as well as toesasstheir
effectiveness, efficiency and impact. Impact of ggeanmes shall bg
evaluated in accordance with the mission of thpeesve CSF Fund

11°

)

in relation to the targets for the Union strategy $mart, sustainabl
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33



—

and inclusive growth32 as well as in relation t@§ Domestic Produg
(GDP) and unemployment, where appropriate.

2. Member States shall provide the resources nageis carrying out
evaluations, and shall ensure that proceduresaface to produce an
collect the data necessary for evaluations, inomdiata related to
common and where appropriate programme-specificamors.

o

Article 48

Ex ante evaluation
1. Member States shall carry oert anteevaluations to improve the
quality of the design of each programme.
2. Ex ante evaluations shall be carried out underrésponsibility of
the authority responsible for the preparation @& gnogrammes. They
shall be submitted to the Commission at thfe saimee tas the
programme, together with an executive summary. Fhed-specific
rules may establish thresholds under whichethante evaluation may
be combined with the evaluation for another progrem

Article 50

EX post evaluation

The ex postevaluations shall be carried out by the Commissioby
the Member States, in close cooperati&x. postevaluations shal
examine the effectiveness and efficiency of the GBRds and theif
contribution to the Union strategy for smart, simgthle and inclusive
growth in accordance with specific requirementsald&hed in the
Fundspecific rulesEx post evaluations shall be completed by B1
December 2023.

Common provisions| Different forms of financial support/simplified coss
on the delivery

4.1. Simplification A proportional approach entailing (.thHe availability of a wide range
In order to simplify grant procedures and to shiftvards a more resul{ of reimbursement options(...) is the preferred option since it could
oriented approach, the Commission proposes toitieiltheuse of lump| lead to a significant potential reduction in thestcof controls and a
sums and other instrumentsallowing the Commission to reasonably asg decline in workload and would also comply bettettvithe subsidiarity
and fix ex antethe amount necessary for achieving a project. faré, grant| principle’. COM (2011) 615 final, p.6.
would, to a larger extent, be paid on the basisugh an ex ante assessme
upon evidence that the project is achieved. Simplified options such as flat rates and lump sumsgprovide the
means for Member States to introduce performaniesiad
management at the level of individual operatio®OM (2011) 615
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final, p.10.

Article 56

Forms of support
The CSF shall be used to provide support in thefof grants, prizes,
repayable assistance and financial instruments,a ocombination
thereof.

Article 57

Forms of grants

1.Grants may take any of the following forms:
(a) reimbursement of eligible costs actually inedrand paid, togethe
with, where applicable, in-kind contributions arepdeciation;
(b) standard scales of unit costs;

(c) lump sums not exceeding EUR 100 000 of pulditigbution;
(d) flat-rate financing, determined by the appliimatof a percentage tp
one or several defined categories of costs.
(...)

4. The amounts referred to in paragraph 1(b), (@ &) shall be
established on the basis of:

(a) a fair, equitable and verifiable calculationthoel based on:
(i) statistical data or other objective informatian

(ii) the verified historical data of individual beficiaries or the
application of their usual cost accounting practce

(b) methods and corresponding scales of unit cbhstg) sums and flat
rates applicable in Union policies for a similapéyof operation and
beneficiary;

(c) methods and corresponding scales of unit castg) sums and flat
rates applied under schemes for grants fundedegntiy the Member
State for a similar type of operation and benefigia

(d) rates established by this Regulation or thedFapecific rules.’

=

Article 58

Flat rate financing for indirect costs for grants

Where the implementation of an operation gives tisendirect costs
they may becalculated as a flat rate in one of the followinays:

(a) a flat rate of up to 20 % of eligible directst®y where the rate is
calculated on the basis of a fair, equitable andfiable calculation
method or a method applied under schemes for gfantied entirely
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by the Member State for a similar type of operatiod beneficiary;

(b) a flat rate of up to 15 % of eligible direcaftcosts;

(c) a flat rate applied to eligible direct costséad on existing method
and corresponding rates, applicable in Union pedidor a similar type
of operation and beneficiary.’

n

In the context of the CAP, the current rules on miBtrative costs and
the control systems will be maintained and sustiir@OM (2011) 615
final, p.10.

Article 54

Revenue-generating operations

1. Net revenue generated after completion of anratipe over a
specific reference period shall be determined wvaade by one of the
following methods:
(a) application of a flat rate revenue percentagéhfe type of operation
concerned;
(b) calculation of the current value of the netenewe of the operation,
taking into account the application of the pollypays principle and, i
appropriate, considerations of equity linked to thlative prosperity of
the Member State concerned. The eligible experalitdithe operatior
to be co-financed shall not exceed the currentevaliuthe investment
cost of the operation less the current value of e revenue
determined according to one of these methods. Tdrandssion shal
be empowered to adopt delegated acts in accordaiticeArticle 142
concerning the definition of the flat rate refertedn point (a) above.

A%

Proposal for a Regulation of the European Parliamenand of the
Council on the European Social Fund and repealing &yulation
(EC) No 1081/2006 €OM(2011) 607 final

Article 14

Simplified cost options

1. In addition to the methods referred to in Adid7 of Regulation
(EU) No [...], the Commission may reimburse experditpaid by
Member States on the basis of standard scalesibtasts and lumg
sums defined by the Commission. The amounts cadilan this basis
shall be regarded as public support paid to beaefs and as eligible
expenditure for the purpose of applying Regula(i®d) No [...].

For this purpose the Commission shall be empowdmdadopt
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delegated acts in accordance with Article 16 camiogr the type of
operations covered, the definitions of the standaales of unit cost
and lump sums and their maximum amounts, which beyadjusted
according to the applicable commonly agreed methods

Financial audit shall exclusively aim at verifyitizat the conditions fo
reimbursements by the Commission on the basisasfdstrd scales o
unit costs and lump sums have been fulfilled.

Where these forms of funding are used, the Memtze $nay apply its
accounting practices to support operations. For ghgose of thig
regulation and Regulation (EU) No [...] these accmgnpractices anc
the resulting amounts shall not be subject to andihe audit authority
or by the Commission.

2. In accordance with Article 57(1)(d) and (4)(d)Regulation (EU) No
[...], a flat rate of up to 40 % of the eligible ditestaff costs may b
used in order to cover the remaining eligible co$tan operation.

3. Grants reimbursed on the basis of the eligildst ©f operations
determined in the way of flat-rate financing, stamt scales of uni
costs and lump sums as referred to in Article 5éf1iRegulation (EU)
No [...] may be calculated on a case-by-case basisefgrence to a
draft budget agreed ex ante by the Managing Authowhere the
public support does not exceed EUR 100000.

4. Grants for which the public support does noteexc EUR 50000
shall take the form of lump sums or standard saafiemit costs, excep
for operations receiving support within the framekvof a state aid
scheme.

Eligibility rules

-+

11

[

In the current period, many beneficiaries usingdiurfrom different
Union funding instruments are faced widlifferent eligibility rules

which increases theomplexity of managementand thus also thesk

of errors. Emphasis has therefore been placed on measuetstoe
that administrative costs are proportionate and tthe administrative
burden associated with the management of EU fupdseheficiaries is
reduced. COM (2011) 615 final, p.10.

Article 55
Eligibility
1. The eligibility of expenditure shall be deteretihon the basis of

national rules, except where specific rules are ldidown in or on the
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basis of this Regulation or the Fund-specific rules

2. Expenditure shall be eligible for a contributivom the CSF Fund
if it has been incurred and paid by a beneficiagyween the date @
submission of the programme to the Commission omfil January
2014, whichever is earlier, and 31 December 2022.adldition,
expenditure shall only be eligible for a contrilatifrom the EAFRD
and the EMFF if the relevant aid is actually paid

by the paying agency between 1 January 2014 amk8émber 2022.

3. In the case of costs reimbursed on the baskrtafle 57(1)(b) and
(c), the actions constituting the basis for reinseanent shall be carried
out between 1 January 2014 and 31 December 2022.
4. Operations shall not be selected for suppothbyCSF Funds wher
they have been physically completed or fully impésried before the
application for funding under the programme is sitett by the
beneficiary to the managing authority, irrespectiok whether all
related payments have been made by the beneficiary.

5. This Article shall be without prejudice to thaas on eligibility of
technical assistance at the initiative of the Cossion set out in Article
51.

6. Net revenue directly generated by an operatiaming its
implementation which has not been taken into actatirihe time of
approval of the operation, shall be deducted frame tligible
expenditure of the operation in the final paymelainec submitted by
the beneficiary. This rule shall not apply to fio&h instruments and
prizes.
7. In the case of amendment of a programme, expgrdbecoming
eligible because of the amendment to the prograrahadl only be
eligible from the date of submission to the Cominissof the request
for amendment.
8. An operation may receive support from one oreM@8F Funds and
from other Union instruments, provided that the endgiture item
included in a request for payment for reimbursentgnbne of the CSK
Funds does not receive support from another Futhan instrument,
or support from the same Fund under another progeam

U7
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Article 59

Specific eligibility rules for grants

1. Contributions in kind in the form of provisiorf @orks, goods,
services, land and real estate for which no casimpat supported by
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invoices or documents of equivalent probative vdtas been made
may be eligible provided that the eligibility rulefthe CSF Funds an
the programme allow for it and that all the followi conditions are
fulfilled:

(a) the public support paid to the operation whigtiudes contributions
in kind shall not exceed the total eligible expémdi, excluding
contributions in kind, at the end of the operation;

(b) the value attributed to contributions in kinded not exceed th
costs generally accepted on the market in question;

(c) the value and the delivery of the contributaam be independentl
assessed and verified;

(d) in the case of provision of land or real est#te value is certified
by an independent qualified expert or duly autleatisfficial body and
does not exceed the limit laid down in paragrapt);3(

(e) in the case of contributions in kind in thenfioof unpaid work, the
value of that work is determined taking into acdotine verified time
spent and the rate of remuneration for equivalarkw

2. Depreciation costs may be considered as eligibtier the following
conditions:

(a) the eligibility rules of the programme allowr &

(b) the amount of the expenditure is duly justifiegt supporting
documents having equivalent probative value to ite® where
reimbursed in the form referred to in Article 57€D)

(c) the costs relate exclusively to the periodugort for the operation;

(d) public grants have not contributed towards &lequisition of the
depreciated assets.

3. The following costs shall not be eligible focantribution from the|
CSF Funds:

(a) interest on debt;

(b) the purchase of land not built on and landtbaoril in the amoun
exceeding 10% of the total eligible expenditure fbe operation
concerned. In exceptional and duly justified caseBigher percentag
may be permitted for operations concerning enviremial
conservation;

(c) value added tax. However, VAT amounts shalleligible where
they are not recoverable under national VAT legjsteand are paid b
a beneficiary other than non-taxable person asneeéfiin the first
subparagraph of Article 13(1) of Directive 2006/H2, provided that

)
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such VAT amounts are not incurred in relation te throvision of
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infrastructure.

Article 60

Eligibility of operations depending on location

1. Operations supported by the CSF Funds, subjettiet derogation
referred to in paragraphs 2 and 3, and the Fundifgpeules, shall be
located in the area covered by the programme undiéch they are
supported (the ‘programme area’).

2. The managing authority may accept that an ojeeré& implemented
outside the programme area but within the Uniooyidled that all the
following conditions are satisfied:

(a) the operation is for the benefit of the prognmeerarea;

(b) the total amount allocated under the prograntmeoperations
located outside the programme area does not ext8eflo of the
support from the ERDF, Cohesion Fund and EMFF atl¢kel of the
priority, or 3% of the support from the EAFRD attlevel of the
programme;

(c) the monitoring committee has given its agreenterthe operation
or types of operations concerned;

(d) the obligations of the authorities for the pogme in relation tg
management, control and audit concerning the operate fulfilled by
the authorities responsible for the programme undich that
operation is supported or they enter into agreesneith authorities in
the area in which the operation is implemented iplexy that the
conditions set out in paragraph 2 (a) and the abbgs in relation to
management, control and audit concerning the operate fulfilled.

3. For operations concerning promotional activjteegpenditure may b
incurred outside the Union provided that the cdodg set out in
paragraph 2 (a) and the obligations in relatiomsmnagement, contrg
and audit concerning the operation are fulfilled.

4. Paragraphs 1 to 3 shall not apply to progranuneer the Europea
territorial cooperation goal or to the ESF.

Proposal for a Regulation of the European Parliamenand of the
Council on the Cohesion Fund and repealing CounciRegulation
(EC) No 1084/2006 -COM(2011) 612 final

Article 2

Scope of support from the Cohesion Fund

1. The Cohesion Fund shall, while ensuring an gmte balance an

11
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according to the investment and infrastructure sesmkcific to each
Member State, support:

(@) investments in the environment, including areatated to
sustainable development and energy which presemiroemental
benefits;

(b) trans-European networks in the area of trarsipérastructure, in
compliance with the guidelines adopted by Decidion661/2010/EU;
(c) technical assistance.

2. The Cohesion Furghall not support

(a) the decommissioning of nuclear power stations;

(b) the reduction of greenhouse gas emissions staliations falling
under Directive 2003/87/EC;

(c) housing.

Proposal for a Regulation of the European Parliamenand of the
Council on specific provisions concerning the Europan Regional
Development Fund and the Investment for growth andobs goal
and repealing Regulation (EC) No 1080/2006 —COM(2Q} 614 final
Article 3

Scope of support from the ERDF

1. The ERDF shall support:

(&) productive investment, which contributes to atirg and
safeguarding sustainable jobs, through direct @ichtestment in smal
and medium-sized enterprises (SMES);

(b) investments in infrastructure providing bastcvices to citizens in
the areas of energy, environment, transport, aridrnration and
communication technologies (ICT);

(c) investments in social, health and educatianfshstructure;

(d) development of endogenous potential by suppgriegional and
local development and research and innovation.  lmesasures shal
include:

(i) fixed investment in equipment and small-scaleastructure;

(i) support for and services to enterprises, iripalar SMES;

(iif) support to public research and innovation iesdand investment in
technology and applied research in enterprises;

(iv) networking, cooperation and exchange of experée between
regions, towns, and relevant social, economic awit@nmental actors
(e) technical assistance.

In more developed regions, the ERDF shall not stpgpwestments in
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infrastructure providing basic services to citizeims the areas o
environment, transport, and ICT.

2. The ERDFshall not support

(a) the decommissioning of nuclear power stations;

(b) the reduction of greenhouse gas emissions staliations falling
under Directive 2003/87/EC;

(c) the manufacturing, processing and marketinigplocco and tobacc
products;

(d) undertakings in difficulties as defined undetidah State aid rules.

Article 8

Urban development platform

1. The Commission shall establish, in accordandé Witicle 51 of
Regulation (EU) No [...]/2012 [CPR], an urban devetmmt platform
to promote capacity-building and networking betweeities and
exchange of experience on urban policy at Unioell@v areas relate
to the investment priorities of the ERDF and totaumble urban
development.

2. The Commission shall adopt a list of cities fartigipate in the
platform on the basis of the lists established e tPartnershif
Contracts, by means of implementing acts. Thosdeimenting actg
shall be adopted in accordance with the advisoogenture referred t
in Article 14(2).

The list shall contain a maximum number of 300 esiti with a
maximum number of 20 per Member Sta@ties shall be selected
based on the following criteria

(a) population, taking account of the specificities national urban
systems;

(b) the existence of a strategy for integrated oastito tackle thg
economic, environmental, climate and social chglsnaffecting urbar
areas.

3. The platform shall also support networking betwall cities which
undertake innovative actions at the initiative e Commission.

Proposal for a Regulation of the European Parliamenand of the
Council

on the European Social Fund and repealing Regulatio (EC) No
1081/2006 -COM(2011) 607 final

Article 13

f
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Eligibility of expenditure
1. The ESF shall provide support for eligible exfigmre, which,
notwithstanding Article 109(2)(b) of Regulation (EBlo [...], may

include any financial resources collectively camgéid by employers

and workers.
2. By derogation to Article 60(2) of Regulation (ENo [...], the ESF

may provide support for expenditure incurred foemgions which take

place outside the programme area, but within theotjrprovided that
the two following conditions are satisfied:

(a) the operation is for the benefit of the prognmeerarea;

(b) the obligations of the authorities for the pogme in relation tqg
management, control and audit concerning the oiperate fulfilled by
the authorities responsible for the programme undich that
operation is supported or they enter into agreesneith authorities in
the Member State in which the operation is implet®@mprovided thal
the conditions set out in paragraph 2 (a) and tigations in relation
to management, control and audit concerning theatipa are fulfilled.
3. In addition to the expenditure referred to intidle 59(3) of
Regulation (EU) No [...], the purchase of infrasturet land and rea
estate shall not be eligible for a contributiomfrthe ESF.

4. Contributions in kind in the form of allowancessalaries disburse
by a third party for the benefit of the participgint an operation may b
eligible for a contribution from the ESF providddt its value does ng
exceed the cost borne by the third party and thas iincurred in
accordance with national rules, including accoucyamles.

Durability of operations

Article 61

Durability of operations
An operation comprising investment in infrastruetusr productive
investment shall repay the contribution from theFG=unds if within
five years from the final payment to the benefigiar within the period
of time set out in the State aid rules, where applie, it is subject to:
(a) a cessation or relocation of a productive égtiv

(b) a change in ownership of an item of infrastuoetwhich gives to &
firm or a public body an undue advantage; or

(c) a substantial change affecting its nature, ahjes or
implementation conditions which would result in engining its

[N

—

|

original objectives. Sums unduly paid in respecthef operation shal
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be recovered by the Member State.

2. Operations supported by the ESF and operatiopposted by the
other CSF Funds that are not investment in infuasiire or productive
investments shall repay the contribution from tld-only where they
are subject to an obligation for maintenance okstment under th
applicable State aid rules and where they undergoessation o
relocation of a productive activity within the padlilaid down in those
rules.

3. Paragraphs 1 and 2 shall not apply to contostto or by financia
instruments or to any operation which undergoessatem of a
productive activity due to a non-fraudulent bankeyp

4. Paragraphs 1 and 2 shall not apply to naturatops who are
beneficiary of investment support and, after thengletion of the
investment operation, become eligible for and reesupport under th
EGF (Regulation [/2012] setting a European Glolilisn Fund) where
the investment concerned is directly linked to thpe of activity
identified as eligible for EGF support.

Integrated use of the
Structural Funds
supporting the
‘Investments for jobs
and growth’ goal

62. With a view to improving complementarities astmplifying
implementation, it should be possible to combingpsut from the CH
and the ERDF with support from the ESF in joint mgpenal
programmes under the growth and jobs goal.

Article 88
Joint support from the Funds
1.The Funds may jointly provide support for openadil programmes

under the Investment for growth and jobs goal

Joint Action Plan

(...), the Commission proposes to introduce the Jdiction Plans,
which are operations comprising a group of projeasspart of an
operational programme, with specific objectivesuit indicators and
outputs agreed between the Member State and then3sion(p.11).

Article 93

Scope

1. A joint action plan is an operation defined amahaged in relation t
the outputs and results which it will achieve. dimprises a group g

11

A

D

A=)

projects, not consisting in the provision of infrasture, carried ou

[
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under the responsibility of the beneficiary, astpzran operationa
programme or programmes. The outputs and resules jofnt action
plan shall be agreed between the Member State @€ ommission
and shall contribute to specific objectives of thmperational
programmes and form the basis of support from thedb. Results
shall refer to direct effects of the joint actidam (...)

2. The public support allocated to a joint actitempshall be a
minimum of EUR 10 000 000 or 20 % of the public goi of the
operational programme or programmes, whichevenigt.

Simplified use of
financial instruments

40. Financial instruments are increasingly valuablenultiply the effect of
Union funds when those funds are pooled with others fundsnolude a
leverage effect. Since such financial instrumerganot be assimilated f
services or grants, a new type of financial supploould be established.

Article 130

Definition and scope

1. For the purpose of this Regulation, "financiasttuments" shall mea
Union measures of financial support provided frdre budget in order t
address a specific policy objective by way of lgagsarantees, equity ¢
quasi-equity investments or participations, or ottigk bearing instruments
possibly combined with grants.
2. The provisions of this Title shall also applyei@ments directly related t
financial instruments, including technical assis&an

3. The Commission may implement financial instruteerin direct
management mode, or in indirect management modsntoysting tasks to th
entities referred to in points (iii) and (iv) of #ale 55(1)(b).

Article 131

Principles applicable to financial instruments

1. Financial instruments shall be provided to firgdipients of Union funds i
accordance with sound financial management, trasspg and equa
treatment and in accordance with
the objectives established in the basic act thatiep to those financia
instruments.

2. Without prejudice to points (d) and (e) of ddiel6(1), the budgetar
expenditure linked to a financial instrument shul kept within the relevar
budgetary commitment made for it.

3. Financial intermediaries involved in the exeontbf financial operation

under a financial instrument shall comply with x@et standards on th

In addition to grant funding, it is proposed teapport for enterprises
and projects expected to generate substantial finaral returns will
be delivered primarily throughnnovative financial instruments.
While financial instruments will remain similar tbose employed ir
2007-2013several elements of simplificationshould be emphasize
First, the Commission will offaready made solutions through acces

(.
5

to financial instruments set up at EU level and models for national and

regional funds based on standard terms and conditaod down by the
Commission. Second, the proposal represanttear framework for
the implementation of these instruments, and addeethe ambiguitie
which arose in the context the 2007- 2013 legistatiramework,
increasing legal certainty for all parties. Thifthancial instruments
can in the future be used for all types of investn@ and beneficiary
representing a significant extension of the pobgds to use thesg
innovative instruments. COM (2011) 615 final, p.5.

Article 32

Financial instruments

1. The CSF Funds may hesed to support financial instruments
under a programme, including when organised thrdugts of funds,
in order to contribute to thechievement of specific objectives set ol
under a priority , based on aex anteassessment which has identifi
market failures or suboptimal investment situatjoasd investmen
needs. (...)

2. Final recipients supported by financial instruments may also
receive grantsor other assistancefrom a programme or from anoth
instrument supported by the budget of the Uniorthla case, separa
records must be maintained for each source of cimgn

4
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prevention of money laundering and fight againsiorésm. They shall not b
established in territories whose jurisdictions @¢ e¢o-operate with the Unio
in relation to the application of internationallgraed tax standards.

4. Each agreement between an entity referred tpoint (iii) and (iv) of
Article 55(1)(b) and a financial intermediary reft to in paragraph 3 sha
provide expressly for the Commission and the Cofihuditors to exercisg
their powers of control, on documents and on themises and of
information, even stored on electronic media, aiethird parties who hav
received Union funds.

Article 33

Implementation of financial instruments

1. In implementing Article 32, managing authoritiegy provide a
financial contribution to the following financiahstruments:

(a) financial instruments set up at Union level,nanged directly of
indirectly by the Commission;

(b) financial instruments set up at national, oegi, transnational of

cross border level, managed by or under the redmbtys of the
managing authority.

2. Title VIII of the Financial Regulation shall dgpto financial
instruments referred to in paragraph 1(a). Contidmg from the CSH

Funds to financial instruments under paragraph 4ifa)l be placed in

separate accounts and used, in accordance witbkjeetives of the
respective CSF Funds, to support actions and fa@pients consisten
with the programme or programmes from which suafitrdoutions are
made.

3. For financial instruments under paragraph 1tbg managing
authority may provide a financial contribution tetfollowing financial
instruments:

(a) financial instruments complying with the stambdaerms and
conditions

laid down by the Commission, by means of implenrenécts in
accordance with the examination procedure refemedn Article
143(3);

(b) already existing or newly created financiakinments which are
specifically designed to achieve the intended psemnd which resped
the applicable Union and national rules. (...)

Atrticle 39

Use of legacy resources after closure of the prograne
Member States shall adopt the necessary measuresstoe that the
capital resources and gains and other earningsetitsyattributable tg
the support from the CSF Funds to financial inseota are used i
accordance with the aims of the programme for #éogesf at least 1Q
years after the closure of the programme.

Article 40
Report on Implementation of Financial Instruments

—

—
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1. The managing authority shall send to the Conimisa specific
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report covering the operations comprising finanamstruments as an

annex to the annual implementation report.

2. The report referred to in paragraph 1 shalludel for each financia
instrument, the following information:

(a) identification of the programme and of theopty from which
support

from the CSF Funds is provided;

(b) description of the financial instrument and lempentation
arrangements;

(c) identification of the bodies to whom implemeita tasks have bee
entrusted,;

(d) total amount of support by programme and pifoor measure tg
the financial instrument included in requests fayment submitted t
the Commission;

(e) total amount of support paid or committed imiguntee contracts b
the financial instrument to the final recipients pyogramme ang
priority or measure included in requests for payhmibmitted to the
Commission;

(f) revenues of, and repayments to, the finanastrument;

(g9) multiplier effect of investments made by thaaficial instrumen
and value of investments and participations;

(h) contribution of the financial instrument to thehievement of the
indicators of the programme and of the priority @emed. (...)

Proposal for a Regulation of the European Parliamenand of the
Council on the European Social Fund and repealing &julation
(EC) No 1081/2006 €OM(2011) 607 final

Article 15

Financial instruments

1. Pursuant to Article 32 of Regulation (EU) No [..the ESF may
support actions and policies falling within its peothrough financia
instruments, such as risk-sharing schemes, equoitydebt, guarante
funds, holding funds, and loan funds.

2. ESF may be used to enhance access to capitkétmdor public and
private bodies at national and regional levels enpnting actions an
policies falling within the scope of the ESF ance tbperationa
programme through ‘ESF policy-based guarantees’jesub to
Commission approval.

D

)

The Commission shall be empowered to adopt deldgatds in
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accordance with Article 16 to define the specifites and conditions
for the applications of Member States, includingirgs, for policy-
based guarantees, ensuring in particular that tresrdoes not lead to
excessive levels of debt of public bodies.

Each application shall be assessed by the Commisaind the
Commission shall approve each 'ESF policy-basedagtee’ provided
it falls within the remit of the Operational Progmame referred to in
Article 87 of Regulation (EU) No [...] and providetis in accordance
with the established specific rules and conditions.

E-governance

(33). Institutions should be allowed to give theiror agreement in order f
officially accept the transmission of documents digctronic procedure
Moreover, in accordance with Commission decisioms &ectronic and
digitised documents, financial provisions on vedtions applicable t
commitments should be updated and recognise etkplitie legal value of
electronic order forms and invoices for the registn of legal commitments

A proportional approach entailing (..advanced eGovernancet the
level of Member States and regions is the prefeopgibn since it could
lead to a significant potential reduction in thestcof controls and &
decline in workload and would also comply bettettwthe subsidiarity
principle. COM (2011) 615 final, p.6.

Atrticle 63

Responsabilities of Member States
4. All official exchanges of information betweerethlember States an
the commission shall be carried out using an eleatrdata exchang
system established by the Commission.

Do

Article 112

Responsabilities of Member States
3. Member States shall ensure that no later thaDe&@ember 2014, all
exchanges of information between beneficiaries amdnaging
authorities, certifying authorities, audit authigst and intermediat
bodies can be carried out solely by means of epittrdata exchang
systems.

The systems shall facilitate interoperability witltional and Union
frameworks and allow for the beneficiaries to subali information
referred to in the first sub-paragraph only once.

The Commisssion shall adopt, by means of implemgreccts, detailed
rules concerning the exchanges of information utitisrparagraph.

D

1)
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Prefinancing

Interests generated by prefinancing:

(8) The rules governing interest generated by pra@ating should bg
simplified as they generate excessive adminisgdtiwden on both recipien
of Union funds and Commission services and createumderstanding
between the Commission services and operators artdeps. For reasons

simplification, in particular in respect of grantreficiaries, and in line wit
the principle of sound financial management, thehieuld no longer be a
obligation to generate interest on pre-financing &m recover such interes
[However, it should be possible to include suchigatiion in a delegatior
agreement in order to allow the re-use of intergstserated by prefinancin
for the programmes managed by some delegates, i@cibvery.
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Annex 2: Comparison of CoR opinions

CdR 369/2010 fin

Opinion of the CoR on the
Fifth Cohesion Report. The
CoR:

CdR 210/2009 fin
Outlook Opinion

of the CoR on The
Future of Cohesion
Policy. The CoR:

CdR 159/2010 fin
Opinion of the CoR
on Cohesion
Policy: Strategic
Report 2010 on the
Implementation of
the programmes
2007-2013. The
CoR:

CdR 370/2010 fin

Outlook Opinion of the CoR
on the Future of the
European Social Fund aftel
2013. The CoR:

CdR 318/2010 fin
Opinion of the CoR on the EU Budge
Review. The CoR:

Topic
Integrated 11. supports thentegrated 4. stresses thg 30. reiterates [...] the neg 31. approves the proposeztbmmon
approach/Common approach  followed in fragmentation of | for closer interplay | strategic framework covering the
priorities/Interregional | cohesion policy in order t EU funding is a | between the fundswith a | Structural Funds and other funds fo
cooperation encourage the barrier to the| specifically territorial | territorial development such as t
complementarity of all fund effective dimension i.e. the ESF an{ EAFRD and the EFF and believesch
(Cohesion Fund, ERDF, ES implementation off the ERDF, in order to creal simplification approaches could be
EAFRD and EFF) ang projects and i new job opportunities an( extended to other fundsin future;
facilitate their hampering the improve employability,
implementation through a focus on commor through education an
integrated approach. priorities for | training. Considers that th

16. considers that th
flexibility  between the
ERDF and the ESF should
be encouraged and simplifig
in the future, most notabl
via the new Common
Strategic Framework and
particularly when it comes t
local developmen
approaches and the integrat
plans of towns and locg
authorities

development.

Common Strategic
Framework announced i
the Fifth Cohesion Report t
be the best place tensure
unity of purpose, the
integration of measures
among the various EU
funds and consistency witl
the objectives of Europ
2020

[
ne
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22. calls on the Europeq
Commission to facilitate ney
territorial  partnerships by
simplifying and improving
the way in which
interregional  cooperation
programmes are managed.,
Improved interregiona
cooperation ensures not on
a coordinated approach
shared problems, but als
recognises that innovativ
solutions are not delimited b
existing territorial boundaries

24. calls on the Europedq
Commission to improve th
current cooperation on the
external borders. In
particular it is necessary f{
simplify procedures and
establish more synergieg
between the  assistan
provided through the ERDH
through the Europea
Neighbouring Partnershi
Instrument  (ENPI)  ang
through the Europea
Development Fund (EDF)

67. would welcome aeview
of procedures relating to
territorial cooperation
programmes with a view t
establishing common rule
across programmes so th
nationally accepted aud
procedures can apply t

partners and thus removir|
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the need for lead partners

verify audits
Member States.

from other

Topic CdR 369/2010 fin| CdR CdR 159/2010 fin | CdR 370/2010 fin CdR 318/2010 fin
The CoR: 210/200| The CoR: The CoR: The CoR:
9 fin
The
CoR:
Simplification and| 14. hopes that th 32. stresses that thdsuropean | 34. welcomes the intention to increase the visibi

results-orientation

0o

the delivery systen
regarding specifically

the ESF

profile of
projects funded
via the ESF can
be raised througlk
more regionally-
oriented
implementation
based on specific
practical local
needs so as t
make them morg
visible,
complementing
communication
and awarenes
initiatives
financed  within
the framework of]
technical
assistance at EU
national and
regional levels

Social Fund objective relating ta
human resources clearly has aspg
in common with and complementa
to theERDF, the EAFRD, and the
EFF. Considers that optimg
synergies could be achieved throu
integrated  programming and

closely coordinated management

35. considers that theystem of
delivery and monitoring should be

less influenced by the
requirements of formal
procedures (formal compliance

and by objectives relating to the u
of resources, and increasingbcus
instead on the key issues o
checking the results actually
achieved and compliance with the
timetable for those achievements
To this end, encouragement shol
be given tocounterfactual impact
analysis of the activities financed
so as to check what really works a
what does not;

36. considers that, for the post-20
ESF, the process dfimplification

of the implementation of co-

and the scope of the ESF, includingteonger focus
on social inclusion reiterates its support for the ES

remaining part of the Cohesion Policy emphasise$

that the ESF's visibility and the effectivenessitef
action depend on dntegrated approachbeing taken
to investment in human capital alongside that in
infrastructure, R&D and innovation ;

bF
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financed measuresn the context of
the operational programmes shot
continue [...] The aim is tanprove
and consolidate the simplification
of delivery and monitoring
procedures the idea being tq
streamline  and lighten the
bureaucratic and administrative
requirements facing beneficiarieg
of the ESF and the organisatio
responsible for managing it.

41. recognises [...] a significar
amount of oftenunnecessary red
tape, which causes high
administrative costs and delays in
the implementation of
programmes

43. considers that thedelivery
authorities should be given
greater responsibility in
determining the  appropriate
proceduresin accordance with thei
respective national and region
arrangementgeducing the level of
controls that, objectively, tend to
substantially increase the length
of technical and administrative
procedures and the burden o
beneficiaries.

Topic

CdR 369/2010 fin
The CoR:

CdR 210/2009 fin
The CoR:

CdR 159/2010 fin
The CoR:

CdR
370/20
10 fin
The
CoR:

CdR 318/2010 fin
The CoR:
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Reducing the
administrative burden

23. notes in this regard that t
devolved approach to
cohesion policy has proven
successful and should be
retained. However, though
should be given towhich
procedures  might lend
themselves to further
simplification in order to cut
the red tape involved in the
management of cohesion

policy

35. would stress the ongoin
concern forless red tape and
consistently simpler
administrative  procedures
for the allocation, use
settlement and monitoring ¢
financial resources from th
EU structural funds. Thi
should also be factored int
the rules for the planning ¢
future programmes;

60. supports continuing an
stepping up efforts to cut re
tape and simplify procedurg
[...]-More streamlined and
transparent procedures are
important prerequisites fq
efficient resource allocation.

2. regrets that because of t
complexity of the  funding
mechanismEuropean projects are
driven more and more by
compliance with administrative
procedures rather than
development strategy. This is
considered one of the major barrie
to efficient, speedy and effecti\
delivery of the operationg
programmes (OP).

7. frequent changes genera
administrative burdens and delays
implementation. The practice of
laying down rules and standards
with retroactive effect complicates
the implementation and must be
avoided in the future.

28. calls for astreamlining of
programming, monitoring and
evaluation of cohesion policywith
a view to improving the advisor,
role of the European Commissiq
and decreasing theadministrative
burden related, in particular, to
control and audit.

34. encourages Member States 4
the European Commission to ass
the results achieved through tl
simplification measures adopted

2008 and 2009 and implemented
the Member States, in particul
with a view to cost and effol
proportion of the measuresurther

measures that could contribute
substantially to the overall goal of
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reducing

the  administrative

burdens of cohesion policy at all
levels are still needeq

Topic CdR 369/2010 fin CdR 210/2009 fin CdR 159/2010 fin CdR | CdR 318/2010 fin
The CoR: The CoR: The CoR: 370/2 | The CoR:
010
fin
The
CoR:
Co-financing 56. supports retaining | 36. The Committee of th( 37.underlines the need
EU co-financing that| Regions would therefore advocg for simplification of
Lump-sum ensures ownership of arf a simple, transparent yet| European legislation
accountability for the effective monitoring procedure. | and audit practices in
Simplification of audit| policy on the ground. A{ The Committee sees no need| order to resolve
and monitoring| in the current period, E{ conduct a full compliance audit i promptly and uniformly|
procedures co-financing levels shoul¢ each funding period. Instead, ti questions concernin
be differentiated per targg established rules in place f( interpretation of the
in line with each region'y national funding should b{ structural funds

level of development
However, the Committe
is opposed to any
downward revision of
co-financing levels
which should not be use
as adjustment variables
the event of budget cut
ensuing from the inter
institutional agreement o
the forthcoming financia
perspectives. It als
gueries the Commission

proposal to differentiatg

deemed sufficient. Consideratig
should also be given to th
structure of the audit bodies,
the monitoring standards and
the definition and
determination of the margin of
error with a view to possible
simplification

37. points out that fresh scope f
simplification might also be
provided as a result of the ne
provision under the Lisbon Trea

whereby Member States are al

regulation and to mak
the answers available {
the public

38. calls for simple,
transparent and
effective monitoring
procedures and in
particular for the
application  of
proportionality

principle in the control

procedure knowing that

the

too many
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co-financing levels tg
reflect the EU adde
value, types of action an
beneficiaries. The dangg
here is that this coul
create complexities tha
may lead to irregularitie
and further complicate th
task of managing
authorities. Finally, the
Committee points out tha
co-financing rates per
priority  should be
established for each
operational programme,
so that they are
appropriate to the priority
targets set.

66. encourages th
Commission to use
simplified lump-sum
cost system for
reimbursing beneficiarie
both for the ERDF and th
ESF

to take responsibility fo
executing the EU budget. TH
CoR suggests that aadditional
simplification will be achieved
through the Commission
analysing Member States' audit
procedures and seeing i
"contracts of confidence" with
regions can be reached &wvoid
duplication in auditing
procedures The principle of
proportionality of regulations o
small projects should be appli¢
to reduceburdens;

administrative rules
increase rather thal
reduce the margin ¢
errors.

Simplifying the
managing system d
the Structural Funds

64. opposes any radical change to th
current system of managing the Structural
Funds as proposed by the Commission un
the revision of the Financial Regulation. T
Committee therefore calls on the Commiss
to maintain the current system, which

beginning to bear fruit as regards reducing
rate of errors and irregularities; it is to th
system that th@ecessary improvements ang
simplifications should be made

65. stresses that the effectiveness

21. believes that, with

view to future
programming and in
order to stimulate policy
learning, the Europeal
Commission should sta
a debate with local an
regional authorities and
stakeholders aboy
delegation,

subsidiarity,

simplification,

37. suggests, furthermore, thdor the

Structural Funds a specific early warning
schemeshould be set up in all regions

build on the existing relationship, where t
European Commission advises manag
authorities as to theate of spend and
potential for de ffcommitment if the rate of
spend and results do not meet agreed targ

to
he
ing

ets;
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efficiency of cohesion policy hinge on strikir
a balance between the simplicity and
efficiency of procedures and financial
managementin order to make cohesion polig
more user-friendly and transpare
Recognising the full powers of the regions
the management and control of the regio
operational programmes would form part
this balance. Furthermore, the Committee
the Regions should put forward solutio
aimed atfurther simplifying the rules on
both the implementation of the fundsfor the
managing authorities, and on obtaining
funding for the beneficiaries It also calls on
the Commission to explore further the issue
simplification, with a view, inter alia, t
reducing the time period for reimbursement
for the beneficiaries

71. regrets that the Commission has not m
any proposal tasimplify revenue-generating
projects; the complexity of the method ¢
calculation for such projects seef
counterproductive and discourages poten
project promoters. The Committee al
encourages the Commission samplify and
speed up the approval system for major
projects

eligibility and new
evaluation indicators,
possibly via web-base
interactive
communication tools;
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' See: CdR 159/2010 fin, p.3.

" See: European Parliament, Position paper on tiesfof cohesion policy, Committee on regional depment, July 2010.
http.//www.europarl.europa.eu/document/activitiosté201009/20100901ATT80888/20100901ATT80888EN. pdf

" See: Council of the European Union, (2011), Netéhe Proposal for a Regulation of the EuropealidPaent and of the council on the financial ruleplicable to the annual budget of the
Union, May 2011, p.2.

v See: COM (2010) 815 final, Recital 8.

Y When auditing the accounts of EU Institutions, @waurt of Auditors accepts, under the current sgstn error rate of 2% for all policy areas. Howewas risk varies between the activities
managed and the complexity of projects implemertteelCommission has asked to set reasonable bernkhagainst which to judge its management of mskne with a cost-benefit
analysis. The Discharge Authority has thereforé@avthe Commission to present tolerable risk psafofor all areas of the budget.

See: COM (2010) 261 final.

" See: COM (2010) 815 final, Recital 16 .

" See: CdR 318/2010 fin, p.8.

" The introduction of lump sums and flat rates clalad on the basis of standard scale of unit despart of the shift towards a more results-oridnt&rategy. It intends to simplify the
calculation of costs of a given project and to mthe administrative burden of beneficiaries. Heavethe Commission does not clarify in its propdsav lump sums, which consist of one-
time payment of money instead of a series of paysp@md flat rates, which are calculated on théshafsstandard scale of unit costs instead of ceats, will be concretely implemented and
calculated.

* See: European Commission, (2009), Opinion of the HighdléSroup on Administrative Burden Reduction; pitipareaCohesion Policy

X This High Level Group was set up to advise the @isgion with regard to the Action Programme for &edg Administrative Burdens in the EU, and in fmartar to provide advice on
administrative burden reduction measures.

"f_The act analysed by the High Level Group was Cib&egulation (EC) No 1260/1999 of 21 June 1999rigydown general provisions on the Structural Fuf@sneral Regulation’).

“ See: COM (2011) 615 final, p.8.

! See: COM(2011) 615 final), p.46-47.

*¥ These thematic objectives are: (1) strengthenisgareh, technological development and innovati@h;efhancing access to and use and quality ofimdtion and communication
technologies; (3) enhancing the competitivenessnadll and medium-sized enterprises, the agriculsgator (for the EAFRD) and fisheries and aquaraltsector (for the EMFF); (4)
supporting the shift towards a low-carbon economsli sectors; (5) promoting climate change adapiatisk prevention and management; (6) protectirigenvironment and promoting
resource efficiency; (7) promoting sustainable gpaomt and removing bottlenecks in key network istinactures; (8) promoting employment and supportafgpur mobility; (9) promoting
social inclusion and combating poverty; (10) inimgin education, skills and lifelong learning; J¥hhancing institutional capacity and an efficipablic administration.

* It is worth noting that this number is quite lothe participation of Public Authorities came thiedter those from citizens and organisations.

*In the previous EU Financial Regulation, the Consiois offered the possibility to split the grantesgion process into 2 steps so as to only inviteaihplicants most likely to be successful
to submit a full application. The Commission adntiitat this possibility reduced work for applicabtg increased the duration of the application pssce

' See: COM (2011) 615 final, p.168.
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