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NNEX
2025/0240 (COD)

Proposal for a

REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

establishing the European Fund for economic, social and territorial cohesion, agriculture and

rural, fisheries and maritime, prosperity and security for the period 2028-2034 and amending

(57)

Regulation (EU) 2023/955 and Regulation (EU, Euratom) 2024/2509

In order to significantly simplify procedures and reduce administrative burden for
recipients, Member States and the Commission while providing robust safeguards on the
regular and effective use of Union funds, the NRP Plans should embed measures to
facilitate implementation, both in their design and implementation as and in monitoring
provisions. Such elements should comprise, for instance, providing technical assistance
and support to Member States, limiting audit duplications through the application of the
single audit approach and moving away from invoice checks to focus on actual results. The
national audit authorities and the Commission should not be expected, in that respect, to
verify the underlying costs of the operations for the purpose of their audit work. With a
view to simplification, technical assistance should be provided throughout implementation
via a flat-rate applicable to all payments. The Fund should also provide for sufficient
flexibility, whether via streamlined procedures for the amendments of the Plans or better
responsiveness to unpredicted crises via multiple mechanisms that allow for mobilising
resources for such events, such as revision of the Plan, the flexibility amount or access to
the Facility. The Fund should also allow Member States to decide themselves which
milestones and targets should be submitted in each payment application on the basis of
their respective pace of implementation. With a view to ensuring regular disbursements
and the timely delivery of Union objectives on the ground, an annual decommitment rule
should ensure that Member States submit regular payment applications for sufficiently
substantial amounts. In order to facilitate the implementation of the Plan, provision
should be made for technical assistance to be established as a flat rate of up to 3,5 %
of the NRP Plan as a whole and up to 8 % for each Interreg Plan chapter and up to
10% where these involve cooperation on external borders or with outermost regions.

At the same time, Member States should retain the prerogative to apply higher or
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(58)

(23)

lower rates to individual chapters, provided that the overall ceiling of 3,5 % is

respected.

The Social Climate Fund established by Regulation (EU) 2023/955 of the European
Parliament and of the Council of 10 May 2023! pursues similar objectives and support

similar actions in a comparable implementation timeline. Therefore, the Social Climate

Plans should be integrated into the NRP Plans from 2028 onwards. This should allow for a

more efficient use of Union funds and support a more effective and coherent delivery of

the objectives of the fund. This would avoid running similar systems and processes being

run in parallel thereby bringing clear benefits in terms of improved policy planning, policy

consistency and simplification efforts. It should also ensure the application of common
rules, notably regarding respect for the rule of law and compliance with the Charter of
Fundamental Rights of the European Union, while Member States’ current allocations
under the Social Climate Fund would continue to apply. Synergies between existing and
future investments under the Modernisation Fund and the measures of the Plans should
also be encouraged through coordinated programming with a view to ensuring better
complementarity and policy coherence between the Union budget and the resources
allocated to the Modernisation Fund. In order to facilitate the implementation of the

NRP Plan and the Interreg Plan chapters, provision should be made for technical

assistance to be established as a flat rate of up to 3,5 % of the NRP Plan as a whole.

At the same time, Member States should retain the prerogative to apply higher or
lower rates to individual chapters, provided that the overall ceiling of 3,5 % is

respected.

Article 4

Definitions

‘public expenditure’ for the purposes of the CAP and the CFP, means any contribution to

the financing of operations the source of which is the budget of the national, regional and

Regulation (EU) 2023/955 of the European Parliament and of the Council of 10 May 2023

establishing a Social Climate Fund and amending Regulation (EU) 2021/1060 (OJ L 130,
16.5.2023, p. 1).
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local public authorities, the budget of the Union made available to the Fund, the budget of

public law bodies or the budget of associations of public authorities or public law bodies;

(23a) ‘national contribution’ means national private contribution and national public
contribution other than the contribution from the Union budget made available to the
Fund, except however for the purposes of Article 35(1), where ‘national contribution’

shall only include national public contribution;

TITLE 11
FINANCIAL FRAMEWORK

CHAPTER 1

Common provisions

[Article 10
Budget

1. The financial envelope for the implementation of the Fund for the period from 1 January

2028 to December 2034 shall be EUR 865 076 000 000 in current prices.
2. The financial envelope shall be allocated as follows:

(a) EUR 782 879 000 000 shall be allocated to the NRP Plans referred to in Title III in

accordance with Annex I [Allocation key], of which:

(1) Atleast EUR 217 798 000 000 for less developed regions by establishing
minimum amounts per Member State based on the methodology set out in

Annex II;

(i1)) Atleast EUR 295 700 000 000 for CAP interventions referred to in Article
35(1) [types of support], paragraph 1, points (a) to (k) and (r) and paragraph 10

and for interventions listed in article 35 paragraph 11;
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(ii1)) Atleast EUR 34 215 510 000 as follows: EUR 11 975 428 500 as set out in
Article 4 of Regulation (EU) 202X/XXX [establishing the Union support for
asylum, migration and integration for the period from 2028 to 2034],

EUR 15 396 750 000 as set out in Article 4 of Regulation (EU) 202X/XXX
[Establishing the Union support for the Schengen area, for European integrated
border management and for the common policy on visas for the period from
2028 to 2034] and EUR 6 843 331 500 as set out in Article 4 of Regulation
(EU) 202X/XXX [establishing the Union support for internal security for the
period from 2028-2034] for the objectives set out in Article 3 of those

Regulations.
(b) EUR 71 933 000 000 shall be allocated to the Facility referred to in Title I'V;

(c) EUR 10264 000 000 shall be allocated to the Interreg Plan referred to in Chapter II
of Regulation XX [Regional development, Interreg Plan];

(d) Upto 0.5% of the financial envelope shall be allocated to technical assistance at the

initiative of the Commission, as referred to in Article 12 [technical assistance].

3. In addition to the allocation set out in the second paragraph, point (a), the Union financial
contribution shall include EUR 50 100 000 000 from the amounts for the Social Climate
Fund set out in Article 30d(4), fourth subparagraph, points (c) to (g) of Directive
2003/87/EC to be implemented under the Plans, in accordance with the distribution set out
in Annex II to Regulation (EU) 2023/955. This amount shall constitute external assigned
revenue within the meaning of Article 21(5) of Regulation (EU, Euratom) 2024/2509.

4. An amount of EUR 150 000 000 000 of loan support shall be available to Member States

for the implementation of their Plans.

5. At least 14 % of the financial envelope referred to in paragraph 2 and of the amount
referred to in paragraph 4 shall be dedicated to meeting the Union’s social objectives,
calculated by using the coefficients referred to in Article 6(1) of Regulation (EU)
[Performance Regulation]. The amount set out in paragraph 2, point (a) letter (ii), as well
as the external assigned revenue from the Social Climate Fund, shall be excluded from the

basis for the calculation of this minimum allocation.
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6. The Commission shall adopt an implementing act to establish the maximum amount to be
allocated per Member State by applying the methodology set out in Annex I, with regard to
the objectives referred to in Article 2 and 3. |

Article 11

Additional resources and use of resources

1. Member States, Union institutions, bodies and agencies, third countries, international
organisations, international financial institutions, or other third parties, may make
additional contributions to the Fund. Additional financial contributions shall constitute
external assigned revenue within the meaning of Article 21(2), points (a), (d), or (e) or

Article 21(5) of Regulation (EU, Euratom) 2024/2509.

2. [For the purpose of implementing a measure under their NRP Plan, Member States may
propose to include in their NRP Plan, as estimated costs, the amounts of financial
contributions to be made by Member States to Union programmes or instruments
implementing policies aligned to the objectives of the NRP Plan for the purposes of
implementing the measure through those programmes or instruments. Such contributions
may also be made to the provisioning of the budgetary guarantee, to the financing of the
financial instrument or to any amounts of non-repayable support when combined with the
budgetary guarantee or the financial instrument in a blending operation, under the [ECF
InvestEU Instrument]. The measure shall comply with the requirements of this Regulation.
Where such amounts contribute to the provisioning of the budgetary guarantee under [ECF
InvestEU Instrument], they shall, where relevant, be complemented by a back-to-back

guarantee from the Member State covering the non-provisioned contingent liability.]

3. Member States may at the time of submission of their initial NRP Plan, or with any request
for amendment, request to reallocate part of the amount set out in Article 4 of Regulation
(EU) XX (MIGRATION), Article 4 of Regulation (EU) XX (BORDERS) and Article 4 of
Regulation (EU) XX (SECURITY) to implement objectives set out in another of those
Regulations. The Commission shall only object to a request for reallocation where such
reallocation would affect the amended NRP Plan’s compliance with the requirements of

Article 22 set out in this Regulation.
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Article 12

Technical assistance at the initiative of the Commission

1. At the initiative of the Commission, the Fund may support technical and administrative
assistance for the implementation of the PlanNRP Plans and the Interreg Plan chapters,
such as preparatory, monitoring, control, audit and evaluation activities, corporate
information technology systems and platforms, information and communication, as well as
capacity building activities, including through the set-up of EU-wide networks of Member
States’ and their regional authorities and other relevant stakeholders, corporate
communication on the political priorities of the Union, and all other technical and
administrative assistance or staff-related expenses incurred by the Commission for the

management of the Fund, and where appropriate with third countries.

2. The Fund shall-alse support all other technical and administrative assistance required to
implement and manage the Common Agricultural Policy and Common Fisheries Policy,
including fisheries control and enforcement measures, market controls, collection or
purchase of data, including satellite data, geo-spatial data and meteorological data,
monitoring of resources, development and maintenance of electronic certification of
organic products and related corporate information technology systems, development,
registration and protection of the indications, abbreviations and symbols referring to— the

Union quality schemes and contributions under international agreements.

3. The actions referred to in paragraph 1 and 2 may cover previous and subsequent

programming periods.

4. The Commission shall adopt a financing decision when a contribution from this Fund is

envisaged in accordance with Article 110 of Regulation (EU, Euratom) 2024/2509.

5. Depending on the purpose, the actions referred to in this Article may be financed either as

operational or administrative expenditure.

6. In accordance with Article 196(2), second subparagraph, point (a), of Regulation (EU,
Euratom) 2024/2509, in duly justified cases specified in the financing decision and for a
limited period, technical assistance actions at the initiative of the Commission supported

under this Regulation in direct management and the underlying costs may be considered to
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be eligible from 1 January 2028, even if these actions were implemented and incurred

before the grant application was submitted.

Article 13

Technical assistance at the initiative of the Member State

1. At the initiative of a Member State, the Fund may support actions, which may also concern
previous and subsequent programming periods, necessary for the effective implementation
and coordination of the Fund, including but not limited to provide financing for carrying
out, amongst other, functions such as preparation, training, management, monitoring, audit
and control, evaluation, information, visibility and communication, as well as capacity
building for partners involved in the implementation according to Article 6, including

related staff costs.

2. Technical assistance to each NRP Plan-and-each-Interreg Plan-chapter shall be established
as a flat rate of up to 3%-and-8% respeetively3,5 % for the NRP Plan as a whole,

without prejudice to Member States’ prerogative to allocate these amounts across the
chapters of the NRP Plan, and up to 8% for each Interreg Plan chapter, applied to the
amount included in each payment application pursuant to Article 65 [payment
applications]. The flat rate shall be 10% for the Interreg Plan chapters supporting
outermost regions' cooperation and cooperation on external borders. The technical
assistance shall be paid on top of the amount disbursed for milestones, targets and

outputs. The technical assistance shall be paid on top of the amount disbursed for

milestones, targets and outputs.

3

4. The Member States shall ensure that the amounts paid by the Commission for technical
assistance for the NRP Plans are distributed in a balanced and-prepertionate-manner
across all the chapters of the NRP Plan to promote all supported objectives, in accordance
with their institutional and administrative framework.
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5. The Member States may request additional support from the relevant action of the EU

Facility to prepare reforms included in their NRP Plans, in addition to the flat rate.

CHAPTER 2
Support under the Plans

[Article 14

Budgetary commitments

1. The budgetary commitments of the Union of the financial allocation of each Plan shall be
made by the Commission in annual instalments in accordance with Article 112(2) of
Regulation (EU, Euratom) 2024/2509 during the period between 1 January 2028 and 31
December 2034 as follows (rounded):

(a) 15.8% in 2028;
(b)  15.5% in 2029;
(c) 15.1% in 2030;
(d) 14.8% in 2031;
(e) 14.4% in 2032;
() 12.8% in 2033;
(2) 11.7% in 2034.

2. A flexibility amount, corresponding to 25% of the Union financial contribution of a
Member State as set out in Annex I [allocation method], shall only be available for

programming as follows:

(a) Up to one fifth may be requested by a Member State in accordance with Article 34
(Amendment of the plan in case of crisis situations), with the remaining amount to be

programmed in accordance with Article 25 (mid-term review);
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(b) three fifths may be requested by a Member State in accordance with Article 25
[midterm review] of which a part may be requested before the mid-term review in

duly justified and exceptional circumstances;

(c) one fifth may only be requested by the Member State as of 2031, in accordance with
Article 34 (Amendment of the plan in case of crisis situations). As of 30 June 2033,
any unprogrammed amount shall be available for programming for any amendment

of the Plan.

The part of the financial contribution allocated to interventions referred to in Article 35(1)
points (a) to (h), (j), (k) and (r) [types of intervention] shall not be counted towards the

flexibility amount.

For the flexibility amount, the time limit set out in Article 15(1) shall only start when

amounts are programmed in accordance with points (a), (b), and (c).

This paragraph does not apply to the Union financial contribution of a Member State to the

Interreg Plan. |

Article 15

Decommitments

1. [The Commission shall decommit any amount in an NRP Plan and the Interreg Plan
chapter which has not been used for pre-financing, in accordance with Article 17 [pre-
financing] or for which a payment application has not been submitted in accordance with
Articles 65 [submission and assessment of payment applications], by 31 October of the

calendar year following the year of the budgetary commitments. |

2. The amount concerned by decommitment shall be reduced by the amounts equivalent to

that part of the budgetary commitment for which:

(a) the operations are suspended by a legal proceeding or by an administrative appeal

having suspensory effect; or

(b) it has not been possible to make a payment application for reasons of force majeure
seriously affecting implementation of all or part of the NRP Plan or the Interreg Plan

chapter.

6103/2/26 REV 2 9
ECOFIN.2.A LIMITE EN



The national authorities claiming force majeure as referred to in the first subparagraph,

point (b), shall demonstrate the direct consequences of the force majeure on the

implementation of all or part of the NRPPlan-or-the Interreg Plan-chapterPlan.

3. By 31 January, the Member State shall send to the Commission information on the
exceptions referred to in paragraph 2, first subparagraph points (a) and (b) for the
ameuntamounts to be declared by 31 DeecemberOctober of the preceding year.

4. [The appropriations corresponding to decommitments in accordance with Article 7(3) of
Regulation (EU, Euratom) 2020/2092 and Articles 8 [Charter] and 9 [RoL horizonal
condition] of this Regulation may be made available again for use under other Union
instruments or programmes implemented under direct or indirect management, in
particular those contributing to supporting Europe’s democracy, civil society, Union values

or the fight against corruption.]

5. This Article shall not apply to amounts made available as externally assigned revenue and
paragraphs 1 to 3 shall not apply to interventions listed in Article 35(1), points (a) to (g)

[types of intervention].

Article 16

Procedure for decommitment

1. On the basis of the information it has received as of 31 January, the Commission shall

inform the Member State of the amount of the decommitment.

2. The Member State shall have two months from the Commission’s information referred to

in paragraph 1 to agree to the amount to be decommitted or to submit its observations.

3. Where the decommitment concerns amounts committed under the NRP Plan, the Member

State shall submit to the Commission a request for an amendment of the NRP Plan by 30

June reflecting; the reduced amount of support. The ameunts-concerned-by-the
decommitment-and-the-corresponding reductionreduced amount shall be distributed in the

NRP Plan based-entaking into account the progress achieved in implementing measures

across the chapters of the NRP Plan.

4. For the Interreg Plan, financial commitments shall be made at the level of the chapter.

Where the decommitment concerns amounts committed under an Interreg chapter, the
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4a.

Member State hosting the managing authority shall submit to the Commission a request for

an amendment of the Interreg chapter by 30 June reflecting the reduced amount of support.

Following the decommitment procedure set out in this Article, a revised financing
decision, as set out in Article 23(7), shall be adopted by the Commission. The Council
shall be informed of the amended NRP Plan. The amendment of the Council
implementing decision laid down in Article 23(1) shall only be required where a
subsequent amendment of the Plan requires such decision in accordance with Article
24(5). For the Interreg Plan chapter, the Commission shall adopt an implementing act

in accordance with Article 9 of the ERDF Regulation].

In the absence of a submission referred to in paragraphs 3 and 4, the Commission shall
reduce the contribution from the Fund for the calendar year concerned, no later than 31
October in accordance with those paragraphs. For the NRP Plan, the reduced amount
shall be distributed in the NRP Plan taking into account the progress achieved in

implementing measures in the chapters of the NRP Plan.

For the Interreg Plan, as a result of decommitment, only the amounts of the

concerned Interreg Plan chapter shall be reduced.

Article 17

Pre-financing

Subject to the adoption by the Council of the implementing decision referred to in Article
23 and to the availability of funds, the Commission shall make a pre-financing payment.
The amount of pre-financing shall be +8%][10]% of the Union financial allocation referred
to in Article 14 [budgetary commitments] and shall be paid in tranches over [three]
consecutive years, as follows: 4%[4]% in 2028, 3%][3]% in 2029, and 3%][3]% in 2030.
Where the implementing decision is adopted by the Council after 31 July 2028, only the
tranches of 2029 and 2030 shall be paid.
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The Commission shall pay a pre-financing of an amount of +2%][12]% of the Union
financial contribution from the Fund to each Interreg Plan chapter, as set out in the
implementing act approving the Interreg Plan chapter pursuant to Article 8 of Regulation
XX [Regional development, Interreg Plan], subject to available funds. That amount shall
be paid in [three] equal tranches of 4%-ever-[4]% over [three] consecutive years.

Where an Interreg Plan chapter receives support from the Global Europe Instrument,
specific rules for pre-financing derogating from this paragraph may be established in the
implementing act referred to in paragraph 1 of Article 8 of Regulation XX [Regional

development, Interreg Plan] [Approval and amendment of the Interreg Plan]-.
The amounts paid as pre-financing shall be cleared from the Commission accounts at the
latest upon reception of the annual assurance package for the last year of implementation.
[Article 18
Request for a loan support
The request for loan support by a Member State shall set out the following:

(a) the amount of the requested loan support;

(b) the measures in accordance with Article 21 [Preparation and submission of the Plan]

to be financed by the loan support;
(c) the financial needs linked to the measures referred to in point (b);

(d) an explanation why the estimated cost of the NRP Plan is higher than the total of the

Union financial contribution, taking into account the national contribution.

The loan support shall not be higher than the difference between the total estimated costs
of the Plan, as revised where relevant, and the total of the Union financial contribution and

the national contribution.

The Member States shall submit to the Commission the request for loan support by 31

January 2028.

The Commission shall allocate the amounts of loan support referred to in Article 10(4) to

the Member States while taking into account the principles of equal treatment, solidarity,
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proportionality and transparency. The share of loans granted to the three Member States
representing the largest share of the loans granted shall not exceed 60 per cent of the

maximum amount referred to in Article 10(4).

Where, following the allocation of loans referred to in paragraph 3, amounts remain
available for loan support, the Commission may publish new calls for expressions of
interest for loan support. In such a case, the procedure set out in paragraphs 1 to 5 of this

Article and Article 19 shall apply mutatis mutandis.

5. The loan shall be paid subject to the fulfilment of milestones and targets in accordance

with Article 65 [payment application].

6. The Commission shall assess the request for loan support in accordance with Article 23

[Commission proposal and Council implementing decision].|

[Article 19

Loan agreement and borrowing and lending operations

1. In order to finance support under the Plan in the form of loans, the Commission shall be
empowered, on behalf of the Union, to borrow the necessary funds on the capital markets

or from financial institutions in accordance with Article 224 of Regulation (EU, Euratom)

2024/2509.

2. Upon adoption of the Council implementing decision referred to in Article 23
[Commission proposal and Council implementing decision], the Commission shall enter
into a loan agreement with the Member State. In addition to the elements laid down in
Article 223(4) of Regulation (EU, Euratom) 2024/2509, the loan agreement shall lay down
the maximum loan amount, the availability period, the maximum duration of each
disbursement of the loan and the detailed terms and conditions of the support. Such
agreements may also contain the amount of the pre-financing and rules on clearing of pre-

financing |
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Article 20

National contribution to estimated costs

1. The minimum national contribution rate to the estimated costs of a measure of the NRP

Plan shall not be lower than:

(a) +5%][15]% for less developed regions;
(b) 406%]40]% for transition regions;

(c) 60%][60]% for more developed regions.

2. [Where for a given measure, it is not possible to determine the proportion of
implementation in less-developed-regionsa given category of region, the national
contribution rate to the estimated costs shall not be lower than the population weighted

average of the applicable contribution rates of its regions laid down in paragraph 1.]

3. The national contribution rate at the level of each Interreg chapter shall be no lower than
20%][20]%. The rate shall be decreased by [[5]5] percentage points for chapters supporting

outermost regions’ cooperation and eress-berder-cooperation on external borders.

4. [No national contribution shall be requested for interventions referred to in Article
3535(1), points (a), (b), (c) and (g). No additional national financing shall be provided for
those interventions.] Any contribution rate derogating from those of paragraph 1 set out for
interventions referred to in Title V, including where no national contributions are
requested, shall only apply to a total amount of interventions not exceeding the sum of the
Member State’s share of the amount set out in Article 10(2), point (a)(ii), as laid down in
Annex | and any additional amount programmed in accordance with the second sub-

paragraph of Article 14(2)(b) towards interventions referred to in Article 35(1)(a),
(b), (¢) and (g).

S. For interventions in the area of Home Affairs related to resettlement and
humanitarian admission, transfer of applicants for international protection and
special transit scheme, and ETIAS operational costs, as well as financial contributions
from the Annual Solidarity Pool, no national contribution shall be required. For
other interventions in the area of Home Affairs, the baseline for Union co-financing

will not be higher than [X]%.
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CHAPTER 11

Rules on payments

Article 65

Submission and assessment of payment applications

1. Payments by the Commission shall be made in accordance with the budget appropriations

and subject to the available funding.

2. The Member States shall submit to the Commission a payment application in accordance
with the template set out in Annex XI [template for payment application]. The amounts
included in a payment application shall correspond to the ameuntsjustified-by-the
fulfilment-ofpayout values of fulfilled milestones and targets or amounts requested for
the by corresponding outputs for etheroutput-based interventions, in accordance with the
decision approving the NRP Plan and Interreg Plan chaptersPlan and based on the

evidence collected and verified by the Member State.

3. In assessing the fulfilment of milestones and targets, the Member State shall evaluateassess
each milestone and target in its entirety, taking into account its wording, underlying
purpose, and context, pursuant to Annex VIII [Assessment guidelines on the satisfactory

fulfilment of milestones and targets under the Fund].

4. Payment applications shall be submitted by the Member States to the Commission in

accordance with the template set out in Annex XI up to six times a year by 31 October.

By way of derogation from the first subparagraph, Member States shall submit
payment applications related to interventions referred to in Article 35(1), points (a) to
(), (0) and (p) not earlier than 1 December of the claim year of such interventions.
These applications shall only be taken into account for the purposes of the annual
assurance package issued for the calendar year following the year in which the

application was submitted.
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Payment applications shall not be admissible if the latest assurance package due has not
been submitted yet in accordance with Article 59 [annual assurance package] and until

such time that it is submitted.

Subject to available funding, the Commission shall make the payment within 60 days of

the date on which it receives a payment application. Ameunts-may-be-paid-in-one-ormore
thstakments:

The cumulative total amount of pre-financing and payments made shall not exceed 95 % of
the contribution from the Funds to the NRP Plan and to the Interreg Plan chapter
respectivelyPlan. When this ceiling is reached, the-eoerdinating- authority assuming the
coordination function shall continue transmitting to the Commission payment
applications. Without prejudice to the provisions of Articles 66, 67 and 68, the

Commission shall pay the final balance no later than 10 months after the receipt of the

decumentsfor-the last-year-of implementation-final assurance package.

The Commission is empowered to adopt a delegated act in accordance with Article 86 to
amend Annexes VIII and EXXI [on the payment application and the fulfilment of
milestones and targets]. Those amendments shall be strictly limited to addressing
problems experienced by the Member States in the process of implementation of this

Regulation.

Article 66

Time limits and interruption of the payment deadline

Where a time limit is set for the Commission to take any action towards Member States,
that time limit shall start when all information in accordance with the requirements laid

down in this Regulation has been submitted by the Member State.

That time limit shall be suspended from the date following that on which the Commission
sends its observations or a request for revised documents to the Member State and until the

Member State responds to those observations or provides those documents.

Taking into account the information at its disposal and duly respecting the principle of
proportionality, the Commission may interrupt the payment deadline for the measures

concerned, except for pre-financing, for a maximum period of six months or, in respect
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of loan support, take any measure available under the loan agreement, where any-efthe

followingconditionsis-metthe Commission has a reasonable suspicion that:

(a) thatinformation suggests a serious non-compliance of a Member State with-the

(b)

moreinformation suggests that a milestone or target or output included in a

payment application has not been achieved or fulfilled, and the Commission

intends to carry out verifications, or-achieved;

(c) information suggests that a milestone or a target, for which a payment has been

disbursed, may have been reversed pursuant to Article 69 [durability and reversals].

4. The Commission shall inform the Member State concerned of the reasons for the

interruption in writing and, where relevant, shall request it to remedy the situation.

Article 67

Suspension of payments

1. The Commission may suspend all or part of the payments for the measures concerned
under NRP Plans and Interreg Plan chapters, except for pre-financing, or, in respect
of loan support, take any measure available under the loan agreement, taking-inte
accountduly respecting the principle of proportionality, in any of the following cases:

(a) the Member State has failed to take the corrective measures to remedy the situation

giving rise to an interruption under Article 66(3) [interruption], point (a);

(b) there is a serious non-compliance-with-the-obligationslaid- downinArticle 58
HResponsibilities-of Member-States}; for which corrective measures have not been

taken;

(c) one or more milestone or target or output included in a payment application has not
been fulfilled or achieved, or a milestone or a target, for which a payment has been

disbursed, has been reversed pursuant to Article 69 [Durability and reversals];
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1a.

(d) there is a reasoned opinion by the Commission in respect of an infringement
procedure under Article 258 TFEU on a matter that puts at risk the effective

implementation of the measures;-

(da) the Commission has concluded that a Member State does not comply with the

adjustment programme and Memorandum of Understanding referred to in

Articles 3 and 3a of Council Regulation (EC) No 332/2002.

The Commission may make a proposal to the Council to suspend all or part of the
payments for the measures concerned under the NRP Plans, except for pre-financing,
or, in respect of loan support, take any measure available under the loan agreement,
duly respecting the principle of proportionality where the Council has decided that a
Member State:

(1) has not taken effective action to correct its excessive deficit, unless the Council
has adopted a recommendation under Article 25 of Regulation (EU) 2024/1263
of the European Parliament and of the Council in the event of a severe

economic downturn in the euro zone or the Union as a whole;

(i1) has not taken corrective action to correct its excessive imbalances, unless the
Council has adopted amendments to its recommendation under Article 9(4) of

Regulation (EU) No 1176/2011 of the European Parliament and of the Council;

(ii1) has decided that a Member State does not comply with the policy requirements
contained in the macroeconomic adjustment programme referred to in Article 7
of Regulation (EU) No 472/2013 of the European Parliament and of the

Council for reasons within the control of the Member State concerned.

The Council shall decide on that proposal by means of an implementing act. That

implementing act shall only apply with respect to payment applications submitted

after the date of the adoption of that implementing act.
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2. Before taking a decision on a suspension, the Commission shall inform the Member State
of its conclusions and give the Member State the opportunity to present, within two
months, its observations on the Commission’s assessment. The deadline may be extended
if mutually agreed. The Commission shall take into account all relevant information and

observations provided by the Member State before taking a decision on the suspension.

3. The Commission shall lift the suspension when the Member State has taken corrective
measures remedying the elements referred to in paragraph 1. Such measures may include
the amendment of the NRP Plan and of the Interreg Plan chaptersPlar inserting

additional conditions for payment.

4. Paragraph 1 points (d) to (da) and Paragraph 1a shall not apply to the Interreg Plan

chapters.

Article 68

Financial corrections by the Commission

1. Duly respecting the principle of proportionality, the Commission shall apply financial
corrections to reduce-prepertionately- the Union financial contribution under the Plan
and, where applicable, recover from the Member States any amount due to the Union
budget except for technical assistance, or, in respect of loan support, take any measure
available under the loan agreement, where it determines that one of the following situations

exists:

(a) the Member State concerned has not taken the necessary measures referred to in
Article 642)67(3) [Suspension of payments] and where payments have been
suspended for at least six months. The timeline may be extended to 9 months if

mutually agreed;

(b) there is fraud, corruption or conflicts of interests affecting the financial interests of

the Union, which was not detected and reported and corrected by the Member State;

(c) there is a serious non-compliance-with-the-obligationslaid- downinArticle 58

HRespensibilities-ef Member-States]; for which corrective measures were not taken
by the Member State;
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(d) amounts were paid out for an unfulfilled milestone or target or unachieved output,
which was not detected and reported by the Member State and corrective measures
have not been taken by the end of the Plan; where a Member State reports such
findings to the Commission, the suspension procedure set out in Article 67(1), point

(¢), (Suspension of payments) applies;

(e) amilestone or target, for which a payment has been disbursed, has been found to be
reversed, in accordance with Article 69, within five years after the lastdate of the
Commission payment made-under-the Plancorresponding to the achievement of
the milestone or target and corrective measures were not taken by the end of the

Plan.

2. When deciding on the amount of the financial correction, the Commission shall respect the
principle of proportionality and shall take into account the seriousness, frequency and
financial implications of the deficiencies listed in paragraph 1. It shall as much as possible
correspond to the actual financial loss or risk for the Union budget. Where the actual level
of undue payments, and the amount of financial damage suffered by the Union, cannot be
determined by the Commission with reasonable effort, the Commission may determine the
amount by applying extrapolated or flat-rate corrections in accordance with Annex XIV

[Determination of the level of flat-rate financial corrections].

In case of an unfulfilled milestone or target, or unachieved output, which was not
detected and reported by the Member State, as referred to in paragraph 21, point (d), the
value of the correction applied by the Commission shall be determined in proportion to the

part which is unfulfilled or unachieved.

Where a final milestone or target of a given measure was not fulfilled, the value of the
correction applied by the Commission shall be determined in proportion to the

implementation of the measure, taking into account the previous payments made.

3. Before taking a decision on a financial correction, the Commission shall inform the
Member State of its conclusions and give the Member State the opportunity to present,
within two months, its observations on the Commission’s assessment. The deadline may be
extended if mutually agreed. The Commission shall take into account all relevant
information and observations provided by the Member State before taking a decision on

the application of the financial correction.
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4. Without prejudice to paragraph 1, the Commission shall reduce proportionately the support
and recover any amount due to the Union budget in all cases affecting the financial
interests of the Union or the achievement of milestones-and, targets and outputs that have
not been corrected by the Member State or serious non-compliance with the key
requirements mentioned in Annex IV [key requirements], er-with the-obligationslaid-down
nArtiele 58 Respensibilities-oef Member-States}-that was not corrected by the Member
State— by the submission of the final assurance package. Member State may reuse the
amounts concerned where Member State agrees to the financial correction for cases

referred to in Article 68(1)(c) before the adoption of the decision referred to in the

final-aceounting-yearthird paragraph.

5. Where following the amendment of a Plan, a measure for which amounts were disbursed
for completed milestones or targets, is removed, amounts previously disbursed shall be
recovered without reducing the Union financial contribution and reprogrammed towards

other measures.

Article 69

Durability and Reversals

1. The Member State shall ensure that the fulfilment of any of the relevant milestones and
targets laid down in the Plan remains ensured for ateast-five years afterfrom the date of
the Commission payment corresponding to the achievement of the milestone or target,

except cases of force majeure.

2. Where the Commission considers that a milestone or a target that was previously
considered as fulfilled cannot any longer be considered as such in the light of the
requirements laid down in paragraph 1-havenetbeenrespeeted, or where the Member
State informs about the reversal in the assurance package, the Commission shall follow the
procedures referred to in Articles 66, 67, 68 [interruption, suspension of payments,

correction].

3. Paragraphs 1 and 2 shall not apply to investments under the specific objectives laid down
in Article 3, point (¢), which are not investments in infrastructure unless they are subject to
an obligation of maintenance of investment under State aid rules or where such obligation

of maintenance is set out in the Plan.
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4. Operations supporting relocation shall not be eligible.

Article 70
Integrated Administration and Control System (IACS)

1. Each Member State shall set up and operate an integrated administration and control

system (the ‘integrated system’). It shall apply to the interventions listed in Article 35(1),

points (a) to (g).

2. To the extent necessary, the integrated system shall also be used for the management of

[farm stewardship] referred to in Article XX of Regulation XX [CAP], and in all

appropriate cases to the measures referred to in Title VI [provisions on support for

outermost regions].

3. The integrated system shall comprise the following elements:

(a)

an agriculture monitoring system (AMS). The AMS is— a procedure of regular and
systematic observation, tracking and assessment of agricultural activities and

practices by technological means, including Copernicus Sentinels satellite data;

(b) ageo-spatial and animal-based application system (GSA). The GSA is a digital
application tool for the beneficiary to declare agricultural activities and practices of
the holding;

(c) aland parcel identification system (LPIS);

(d) asystem for the identification and registration of animals;

(e) asystem for the identification of beneficiaries of the interventions listed in
paragraphs 1 and 2;

(f) acontrol and penalty system. Member States shall annually carry out administrative
checks on the aid application and payment claims to verify legality and regularity.
Those checks shall be supplemented by on-the-spot checks, which may be executed
remotely with the use of technology. However, Member States may choose not to
carry out on the spot checks where the eligibility conditions of measures are
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monitored under the agriculture monitoring system referred to in point (a) of this
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1a.

TITLE XI
SPECIFIC TYPE OF SUPPORT

Article 71

Financial instruments

Member States may include in their Plans support to existing or newly created financial
instruments, which contribute to achieving specific objectives, implemented directly by,

or under the responsibility of, the managing authority.

Financial instruments shall provide support to final recipients in particular for

investments in both tangible and intangible assets as well as working capital.

The use of financial instruments and their possible combination with grant support shall be
justified with regard to the corresponding market needs and their capacity to de-risk and
leverage funding, including private capital. The estimated costs of a financial instrument

shall be established in accordance with paragraph 11.

The Member States shall select bodies implementing financial instruments. Where a
financial instrument is implemented by a holding fund, the body implementing the holding

fund shall select bodies implementing specific funds through transparent procedures.

Management fees shall be performance based. Member States should provide an ex-ante
costing when they envisage the attribution of a management fee to the body

implementing the financial instrument.

Where bodies implementing a holding fund are selected through a direct award of contract
the amount of management fees shall be subject to a ceiling of up to 7% of the financial
contribution of the Plan for equity or quasi-equity products and up to 5% for any other

financial products.

Where bodies implementing a specific fund are selected through a direct award of contract
the amount of management fees shall be subject to a ceiling of up to 15% of the financial
contribution of the Plan for equity or quasi-equity products and up to 7% of the financial

contribution of the Plan for any other financial products. In case a financial instrument
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provides microfinance, the latter ceiling may be increased by up to 1 percentage point
in relation to the estimated amount of contribution from the Plan used for providing

microfinance.

Where bodies implementing a holding fund or specific funds, or both, are selected
through a competitive tender in accordance with the applicable law, the amount of
management fees shall be established in the funding agreement and shall reflect the
result of the competitive tender. The Member State may update the costing of the

investment to reflect the final amount of management fees.

5. Member States may directly award a contract for the implementation of a financial

instrument to the following beneficiaries:
(a) the EIB group
(b) international financial institutions in which a Member State is shareholder

(c) apublicly-owned bank or institution, established as a legal entity carrying out
financial activities on a professional basis, which fulfils all of the following

conditions:

(1) there is no direct private capital participation, with the exception of non-
controlling and non-blocking forms of private capital participation required by
national legislative provisions, in conformity with the Treaties, which do not
exert a decisive influence on the relevant bank or institution, and with the
exception of forms of private capital participation which confer no influence on
decisions regarding the day-to-day management of the financial instrument

supported by the FandsFund;

(i1) it operates under a public policy mandate given by the relevant authority of a
Member State at national or regional level, which includes carrying out, as all
or part of its activities, economic development activities contributing to the

objectives of the FundsFund,;

(111) it carries out, as all or part of its activities, economic development activities

contributing to the objectives of the FandsFund in regions, policy areas or
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sectors for which access to funding from market sources is not generally

available or sufficient;

(iv) it operates without primarily focusing on maximising profits, but ensures a

long-term financial sustainability for its activities;

(v) it ensures that the direct award of a contract referred to in paragraph 4 does not
provide any direct or indirect benefit for commercial activities by way of

appropriate measures in accordance with applicable law;

(vi) it is subject to the supervision of an independent authority in accordance with

applicable law,

(d) other bodies fulfilling the conditions laid down in the Article 12 of Directive
2014/24/EU of the European Parliament and of the Council® apply.

6. Financial instruments may be combined with the support in the form of grants in a single
financial instrument operation in a single funding agreement, where both distinct forms of
support shall be provided by the body implementing the financial instrument. In such a
case, the rules applicable to financial instruments shall apply to that single financial
instrument operation. The support in the form of grants shall be directly linked and
necessary for the financial instrument and shall not exceed the value of the investments

supported by the financial product. Separate records shall be kept for each type of support.

7. Final milestones and targets in measures implemented as financial instruments shall

require the support to have been provided to final recipients.

8. For activities falling within the scope of Article 42 TFEU, the total amount of support for

working capital provided to a final recipient shall not exceed a gross grant equivalent of

EUR 300 000 over any period of three fiseal-years. The-same-cetingshall-applyfor-the

1 Directive 2014/24/EU of the European Parliament and of the Council of 26 February 2014
on public procurement and repealing Directive 2004/18/EC (OJ L 94, 28.3.2014, p. 65, ELI:
http://data.europa.eu/eli/dir/2014/24/0j).
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0. Grants shall not be used to reimburse support received from financial instruments.

Financial instruments shall not be used to pre-finance grants.

10. Support from the FandsFund paid to financial instruments shall be placed in accounts in
financial institutions domiciled within Member States, including National Central
Banks, and shall be managed in line with active treasury management and the principles of
sound financial management. Interest and other gains attributable to support from the Fund
paid to financial instruments shall be used for the same objective or objectives, as the
initial support from the FundsFund, including for the payments of management fees
incurred by the bodies implementing the financial instrument either within the same
financial instrument; or, following the winding up of the financial instrument, in other
financial instruments or other forms of support for further investments in final recipients,
until the end of the eligibility period. Any interest and other gains not used in accordance

with the previous sentence shall be deducted from the overall support.

11. The estimated costs of a financial instrument shall be established on the basis of the
targeted volume of the proposed financial products and the corresponding management
fees. The following categories may also be included as part of the estimated costs of

financial instruments:

(a) payments to final recipients, in the case of loans, equity and quasi-equity

Investments;

(b) resources set aside for guarantee contracts, whether outstanding or having already
come to maturity, in order to honour possible guarantee calls for losses, calculated on
the basis of a multiplier ratio established for the respective underlying disbursed new

loans or equity investments in final recipients;

(c) payments to, or for the benefit of, final recipients where financial instruments are
combined in a single financial instrument operation in accordance with paragraph 5

of this article.
(d) management fees incurred by the bodies implementing the financial instrument.

(e) Arrangement fees, or any part thereof, charged to final recipients, shall not be

included in the estimated costs.
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12.

Resources paid back, before the endsubmission of the eligibityperiodfinal assurance
package, to financial instruments from investments in final recipients or from the release

of resources set aside for guarantee contracts, including capital repayments and any type of

generated income that is attributable to the support from the Fund, shall be re-used #+-the

into account the principle of sound financial management-:

(a) further investments in final recipients through the same or other financial

instruments in accordance with the specific objectives set out in Article 3;

(b) to cover the losses in the nominal amount of the Fund contribution to the
financial instrument resulting from negative interest, if such losses occur despite

active treasury management, or;

(c) for any management fees associated to such further investments, taking into

account the principle of sound financial management.

Member States shall adopt the necessary measures to ensure that during a period of eight
years after the erdsubmission of the elgibilityperiodfinal assurance package the resources
returned are re-used in accordance with the objectives of the Plan, either within the same or in

other financial instruments or in other forms of support.

Article 72

Management verifications and audits of financial instruments

The managing authority shall carry out on-the-spot management verifications in
accordance with Article 51 [functions of the managing authority] only at the level of
bodies implementing the financial instrument. The managing authority may rely on
verifications carried out by external bodies and may not carry out on-the-spot management
verifications, provided that it has sufficient evidence of the competence of these external
bodies. In the context of guarantee funds, the managing authority may carry out on-the-

spot management verifications at the level of the bodies providing support to final
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recipients if the evidence of functioning of the management and controls is not available at

the level of the body implementing the financial instrument or of the managing authority.

The audit authority shall carry out audits in accordance with Article 53 [functions of the
audit authority], as appropriate, at the level of bodies implementing the financial
instrument. The audit results of external auditors of bodies implementing the financial
instrument may be taken into account by the audit authority for the purposes of the overall
assurance and on this basis, the audit authority may decide to limit its own audit work. In
the context of guarantee funds, the bodies responsible for the audit may conduct audits of
the bodies providing support to final recipients if the evidence of support are not available

at the level of the body implementing financial instrument or of the managing authority.

Managing authorities and audit authorities may rely on the results of the Pillar Assessment
conducted in accordance with Article 157 of Regulation (EU, Euratom)

2024/20592024/2509.

The managing authority shall not carry out on-the-spot management verifications at the
level of the EIB group, other international financial institutions in which a Member State is

a shareholder.

The EIB group; and other international financial institutions in which a Member State is a
shareholder shall provide control reports supporting the payment claims to the managing

authority.

The EIB; group and other international financial institutions in which a Member State is a
shareholder shall provide to the Commission and to the audit authority an annual audit
report drawn up by their external auditors by the end of each calendar year. The report

shall constitute the basis for the audit authority’s work.

System audits shall not be performed at the level of individual financial instrument

operations.

The audit trail shall be available at the level of the bodies implementing financial
instruments or at the level of the bodies providing support to final recipients in the context

of guarantee funds.
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Article 73

Management verifications and audits for ex-ante assessed entities as beneficiaries

1. This Article applies where a beneficiary is an entity referred to in Article 62(1), first
subparagraph, point (¢) of Regulation (EU, Euratom) 2024/220592024/2509, whose
systems, rules and procedures have been positively assessed ex-ante by the Commission

pursuant to Article 157(4) and (7) of that Regulation.

2. Managing authorities and audit authorities may rely on the results of the ex-ante pillar
assessment carried out by the Commission in accordance with Article 157 of Regulation
(EU, Euratom) 2624/20592024/2509, taking into account supervisory measures referred to
in the third paragraph of that Article.

3. For the purposes of the annual assurance package referred to in Article 5859, the managing
authority shall require the ex-ante assessed entities to provide documents on the
implementation of the Union support, that may be equivalent to those referred to in Article
158(1) of Regulation (EU, Euratom) 2024/206592024/2509, including a management

declaration confirming that the conditions for the use of the Union support have been met.

4. The managing authority may rely on verifications carried out by external bodies at the
level of an ex-ante assessed entity and, subject to paragraphs 4-and-55 and 6, may decide
not to carry out on-the-spot management verifications at the level of that entity, provided

that it has sufficient evidence of the competence of those external bodies.

5. The managing authority shall carry out on-the-spot management verifications at the level

of an ex-ante assessed entity where:

(a) that managing authority identifies a specific risk of irregularity, including a suspicion
of fraud, corruption or conflicts of interest with respect to an operation initiated or

implemented by an ex-ante assessed entity;

(b) that managing authority identifies a specific risk that the Union support provided has
not been properly used or that the use of the funding in the implementation of the

plans does not comply with applicable law.
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6. Audits and controls carried out at the level of an ex-ante assessed entity may be taken into
account by the audit authority for the purposes of the overall assurance and, on this basis,

the audit authority may decide to limit its own audit work.

7. Where the audit authority identifies a specific risk of irregularity, including a suspicion of
fraud, corruption or conflicts of interest with respect to an operation initiated or

implemented by an ex-ante assessed entity, it may carry out audits.
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