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Agenda 2000: Cohesion Fund (amend. Regulation (EC) No 1164/94)

OBJECTIVE: in connection with the revision of the Structural Funds, to present the specific Regulation concerning the Cohesion Fund for the
financial programming period 2000-2006, taking account of the implications of Agenda 2000 (COS0590). SUBSTANCE: After four years of
operation, and despite considerable efforts, the current beneficiaries of the Cohesion Fund still have not reached the threshold set by the
Protocol on Economic and Social Cohesion annexed to the Treaty on European Union, namely a GNP of at least 90% of the Community
average. Therefore, in accordance with the Agenda 2000 proposals, it is proposed that the Cohesion Fund be retained in its existing form until
1996 with a financial framework of ECU 21 billion. As in the past, it will be used to finance projects in the fields of the environment and
trans-European transport infrastructure networks. However, certain adjustments are proposed with the aim of preparing the Fund for operation
with the future single currency and rendering it more effective: 1) macroeconomic conditionality: this will continue to apply, both for the
countries not participating in the euro (Greece) and for those participating (Spain, Portugal and Ireland). In the case of the former, the current
provisions will remain in force; in the case of the latter, conditionality will continue to apply but in addition there will be a requirement to respect
the growth and stability pact. To monitor the possible emergence of excessive deficits in the countries concerned (which would result in
financing being suspended), the Commission proposes to intervene: -either under the Council Regulation on multilateral surveillance, -or under
the excessive public deficit procedure; 2) greater use of other sources of complementary private finance: in order to maximize the
pump-priming effect of Community funding and improve the viability of projects, the mobilization of private financial resources is to be
increased; 3) better application of the polluter-pays principle: the rate of assistance from the Cohesion Fund should be used as an incentive to
ensure that European aid is compatible with appropriate pricing in the field of the environment; 4) an enhanced role for the Member States in
financial control: the responsibility of the Member States for supervision and sound financial management of Community appropriations will be
enhanced, as will coordination and cooperation with the Commission with regard to supervision.?

Agenda 2000: Cohesion Fund (amend. Regulation (EC) No 1164/94)

Following on from the outcome of the Berlin Summit (23.03.1999) and the overall agreement reached by the Fifteen concerning Agenda 2000,
this text constitutes the Council's consolidated version of general provisions amending Regulation 1164/94 establishing a Cohesion Fund for
the period 2000-2006. This text essentially retains the general structure as proposed in March 1998 by the Commission, but introduces some
important innovations from the financial point of view. It is mainly with respect to the fixing of amounts of cohesion expenditures that the
Council has diverged from the Commission. 1) overall level of resources : the Council fixed an overall allocation of EUR 18 billion for the
2000-2006 period in commitment appropriations (instead of EUR 21 billion proposed by the Commission). 2) Eligibility : the 4 current countries
(Portugal, Spain, Greece and Ireland) the GDP of which is less than 90% of the Community average are kept in 2000 with a programme aimed
at the achievement of economic convergence conditions. However, given the constant progress achieved towards real convergence and the
new macro-economic context in which the Cohesion Fund finds itself from now on (respecting the Stability Pact), the overall level of aid in
favour of Member States participating in the euro will be adjusted in such a way as to take account of improvements in national prosperity
achieved over the previous period. As a consequence, in 2003, a mid-term review will take place to verify the eligibility on the basis of the 90%
average GNP criterion. Where a Member State is no longer eligible, the resources it would have received will be decreased. 3) indicative share
by eligible State : an annexe details the indicative allocation of the total resources of the Fund between the beneficiary Member States: - Spain
: 61% - 63.5% of the total - Greece : 16% - 18% of the total - Ireland : 2% - 6% of the total - Portugal : 16% - 18% of the total. This distribution
takes into account the objective criteria such as the population, GNP per capita and the area of the country. It will also take into account other
socio-economic factors, such as poor transport infrastructures. Lastly, the Council considers that the total annual payments from the Cohesion
Fund, combined with the help provided by the other Structural Funds, should not exceed 4% of GDP of the country in question. 4)
Macro-economic conditionality : as far as the economic convergence criteria are concerned, the current measures will be maintained. As a
consequence, the Fund will not finance new projects or new stages of projects in a Member State when the Council, by qualified majority upon
the recommendation of the Commission, rules that that State has not respected the Stability and Growth Pact. It should be noted that in
exceptional circumstances provision is made that for projects affecting more than one Member State, the Council has the power to delay the
suspension of funding. 5) Rate of intervention : the rate of Community assistance paid by the fund will remain unchanged (between 80% and
85% of public expenditures or equivalent expenditures). This rate will be able to be reduced to take into account the capability of a projectto
generate receipts as well as the application of the polluter pays principle. The Council, furthermore, supports the Commission position
concerning the lever effect of resources in encouraging the use of private sources of funding. It also considers that the measures relating to
the management and financial control should be coherent with the relevant provisions of the Regulation regarding the Structural Funds. In
particular, it is of the opinion that the Member States should assume in the first instance the responsibility for financial control of projects
(specific provisions are laid down with respect to this principle).?
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Agenda 2000: Cohesion Fund (amend. Regulation (EC) No 1164/94)

The Committee has adopted a report on Agenda 2000 which deals with the proposal to amend the Council regulation establishing the
Cohesion Fund. It was adopted without amendment. (rapporteur: Gerard COLLINS, UFE, Irl) . ?

Agenda 2000: Cohesion Fund (amend. Regulation (EC) No 1164/94)

Under assent procedure, the European Parliament adopted the recommendation by Gerard Collins (UPE,EI), which gives the Parliament's
assent to the draft Council regulation amending Regulation 1164/94/EC establishing a Cohesion Fund.?

Agenda 2000: Cohesion Fund (amend. Regulation (EC) No 1164/94)

PURPOSE : Recasting of the Council Regulation governing the Cohesion Fund. COMMUNITY MEASURES : Council Regulation
1264/1999/EC amending Regulation 1164/94/EC establishing a Cohesion Fund. CONTENT : This new Regulation does not radically modify
the basic principles which underlie the Cohesion Fund. Eligibility will still be restricted to Member States whose capita gross national product
(GNP) is less than 90% of the Community's average and which have a programme designed to achieve the conditions of economic
convergence. The 4 following countries are eligible to benefit from the Cohesion Fund : Greece, Spain, Portugal and Ireland. The Cohesion
Fund aims to strengthen the economic and social cohesion of the Community through the balanced financing of projects, technically and
financially independent project stages, and groups of projects forming a coherent whole, in the field of the environment and trans-European
transport infrastructure networks. The Cohesion Fund also finances preliminary studies related to such projects and their implementation, as
well as technical support measures, such as comparative studies, impact studies, monitoring and, since the entry into force of Regulation
1264/99/EC, publicity and information campaigns. On the other hand, changes have been introduced regarding the following points : 1)
macro-economic conditionality: besides the economic convergence criterion of 90% of the Community average, the Regulation requires
Member States eligible for the Fund to respect the Stability and Growth Pact adopted by the Amsterdam European Council of 17 June 1997.
Exceeding the above GNP threshold renders Member States ineligible with regard to new projects or new project stages. This is why the new
Regulation makes provisions for a mid-term review before the end of 2003, based on per capita GNP. If this review establishes that a Member
State is no longer eligible, financial support from the Cohesion Fund will stop. Furthermore, changes in terms of conditionality allow the
Commission to alert the Council if a Member State does not fulfil the obligations of the stability and convergence programmes in respect of the
excessive government debt criterion, but suspension of financing until the deficit effectively returns to 3% is not applied. Exceptionally, in the
case of projects directly affecting more than one Member State, the Council may decide to defer suspension of financing; 2) available
resources : Regulation 1264/99/EC states that the total resources available for commitments in the period 2000-2006 will be EUR 18 billion at
1999 prices. For the first time, an indicative allocation of the total resources of the Fund is given : - Spain : 61% - 63.5% of the total, - Greece :
16% - 18% of the total, - Ireland : 2% - 6% of the total, - Portugal : 16% - 18% of the total. This distribution takes into account objective criteria
such as, population, per capita GNP taking into account of the improvement in national prosperity attained over the previousperiod, and
surface area; it shall also take into account of other socio-economic factors such as deficiencies in the transport infrastructure. The new
Regulation states that the total annual receipts of these Member States from the Cohesion Fund, in combination with the assistance provided
under the Structural Funds, may not exceed 4% of their GDP. It is worth noting that in the event of a Member State becoming ineligible,
resources for the Cohesion Fund will be reduced accordingly (and not redistributed throughout the other Member States); 3) other means of
private complementary finance: to achieve this, the Commission shall support beneficiary Member States' efforts to maximise the leverage of
Fund resources by encouraging greater use of private sources of funding; 4) the rate of assistance : the Cohesion Fund covers between 80%
and 85% of public or equivalent expenditure on projects. However, from 1 January 2000, this rate may be reduced to take account of any
revenue generated by the project and of any application of the "polluter-pays" principle (in particular instances, preliminary studies and
technical support measures may be financed exceptionally at 100% of the total cost); 5) financial control: the Regulation requires Member
States to take responsibilty in the first instance for the financial control of projects. In order to ensure that the Fund is used in accordance with
the principle of sound financial management, they must check that financed projects are managed correctly, prevent irregularities, and recover
any amounts lost as a result of irregularities. They must also cooperate with the Commission by providing it with details of measures taken and
internal management and control arrangements set up, and by helping it to gain access to national control documents. It is foreseen that the
Council, acting on a proposal from the Commission and on the basis of the assent procedure, must re-examine the Regulation by 31.12.2006.
ENTRY INTO FORCE : 01.01.2000.?


