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Introduction

The number of derelict industrial and military sites (so-called brownfield sites) in Europe is
estimated to range from a few hundred in small Member States to a few hundred thousand in
larger Member States with industrial past.

The European Environmental Agency (EEA) estimates that 250 000 brownfield sites are
contaminated and 3 million potentially contaminated. In about 70 % of cases, contamination
has been caused by military or industrial use. The regeneration of brownfield sites leads to
different possible achievements: economic activities, public spaces or land reserves.

Regeneration is tackled as a dimension of environmental policy and spatial development in
the Member States. The European Regional Development Fund (ERDF) and the Cohesion
Fund (CF; both funds referred to hereafter as Structural Measures) may co-fund the
regeneration of brownfield sites in the eligible regions of Member States. The support may
attain 85 % of the eligible expenditure. Over the period 2000-2013, the allocated funding
amounts to 5 700 million Euros.

Co-financed projects are part of operational programmes implemented under shared
management (where the Commission negotiates and approves programmes proposed by
Member States, then the Member States/regions manage, implement, control and assess the
programmes, and finally the Commission commits and pays out approved expenditure and
verifies the control systems), and the Commission plays a significant role in this (in particular,
DG REGIO and DG Environment) as well as bears the ultimate responsibility.

Court's audit scope and approach

The main objective of the audit was to assess whether EU Structural Measures have
successfully supported the regeneration of industrial and military brownfield sites.

The Court assessed whether EU co-financed regeneration projects achieved their objectives,
whether the targeting of EU support for industrial and military site regeneration was based on
robust criteria, and whether the results were achieved at the lowest cost to the EU budget.

The audit was carried out from March to December 2011 at the Commission and in the five
Member States: Germany, the United Kingdom, Hungary, Poland and the Czech Republic.

A sample of 27 projects funded by the ERDF or the CF was examined, worth a total of 231
million euro in EU co-financing. Four of these 27 projects entailed remediation actions only,
six redevelopment actions only and 17 both remediation and redevelopment; 23 of the 27
projects had job creation as an objective. For the 2000–06 period, only projects that had been
completed were included in the sample (22 projects), while for the 2007–13 period projects in
progress were included (five projects). 22 ERDF projects in the sample were approved by the
managing authorities at Member State level, while the other five (four ERDF major projects
and one CF project) were also approved by the Commission.

Project files were reviewed at the Commission, at the managing authority and at beneficiary
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level. The audit team interviewed representatives of the Commission, regional and local
authorities and public or private companies.

For the projects in the sample, the Court examined whether the decontamination works had
been certified by a competent authority when such works were necessary, whether the
projects had achieved their objectives particularly for job creation, where it was an objective,
and whether the projects demonstrated best practices which contributed to the sustainability of
their results.

Court's findings

The Court found that results of remediation were not always appropriately certified: among
the 21 projects audited which entailed some remediation, at the time of the audit, works were
completed in 17 cases; for nine of these completed projects works were supervised or certified
by the environmental or mining authority of the region concerned; while for the other eight
projects there was no supervision or certification by such an authority.

According to the Court, the identification of contaminated sites, remediation target-setting and
monitoring, which are managed at Member State level, demonstrate wide differences between
national soil contamination screening values, in particular in terms of the level and number of
contaminants followed up. No EU-level standards exist and there is no standard methodology
at EU level.

The Court found that out of 22 finished projects, 18 fully achieved their targets, and four
projects achieved between 90 % and 100 % of the expected outputs in terms of demolition,
land clean-up, landscaping, basic infrastructure installation and construction of buildings by
the promoter.

According to the Courts audit, several factors contributed to the relatively low rates of
construction on surfaces developed at regenerated brownfield sites: the economic downturn
since 2008, the approval of some regeneration projects without a sound market analysis, or
insufficient attention to conclusions of market analyses.

The Court concluded that all projects had some key characteristics having a positive effect on
their sustainability, — all sites were developed in accordance with the land use in the spatial
planning documents and are adequately served by transport, sanitation and information and
communication technology infrastructure; some sites are strategically located, and new
buildings conform to environmental standards.

According to the Court, in all the Member States visited, regenerating brownfields has often
been hampered by several obstacles, — a lack of financial resources for the public bodies
responsible for the re-mediation or regeneration of brownfield sites, a lack of regional
strategies based upon sufficient information, difficulties in determining land ownership and
responsibility for remediation; and finally, where brownfield sites are privately owned, public
and private actors may not share the same interest as regards the regeneration of the site.
Among the five Member States visited, only in the United Kingdom (England) are quantified
targets defined for the surface of brownfield sites to be regenerated. These targets have largely
been achieved.
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The Court found that the need for public support, including EU funds, was not always
assessed, — out of the 27 projects examined for the audit, for 15 projects, the beneficiary
carried out an assessment of the funding gap at the request of the Commission or the
managing authority; for 12 projects, the funding gap was not assessed. For three projects, it is
reasonable that no such assessment was done because no revenues were expected to be
generated. However, for the remaining nine projects, no funding gap assessment was carried
out even though the projects will generate revenues from the sale or rental of redeveloped
plots and buildings Had a funding gap analysis been carried out for these nine cases, the grant,
including EU funds, would have been lower. Where the funding gap was assessed,
shortcomings were detected.

The Court found that while authorities are aware of the polluter pays principle, but in no cases
did the polluter bear the full cost of decontamination: while 21 projects entailed some
remediation works, in none of these projects had the entity responsible for the original
pollution paid in full remediation costs; among those, 13 concerned sites had been polluted by
private firms and the polluter pays principle had been only partly applied.

The Court draws attention to situations when polluted land is sold to a developer at a discount
in the purchase price to compensate for the works necessary to bring the land to a usable
quality: in such cases developers sometimes seek further public subsidies to pay for the
remediation works which they carry out. As a result, double financing by public funds can
occur. Particular factors contribute to this, such as lack of robust land valuations leading to
uncertainty about the real value of discounts; lack of detail of assessments of the nature of the
pollution problems, and lack of transparency in land transaction agreements regarding the
extent of liability of the parties for remediation.

The Court found that while specific state aid rules had been agreed by the Commission and
the Member States which concern 16 projects, these rules were not fully applied in eight
cases.

The Court concluded that projects receiving support from the EU usually deliver the
infrastructure as planned, and most projects achieved their objectives in terms of physical
outputs. However, progress on many of the sites is slower and at the time of the audit, most
projects had obtained modest results in terms of economic activity and employment. The
better results were observed at sites which were regenerated in the context of a clear and
bespoke integrated development plan.

The Court also found that whilst the polluter pays principle is well understood, in none of the
cases reviewed for this audit did the polluter pay fully for remediation works. Finally, funding
gap assessments, when they are done, are frequently not robust enough and reimbursement
clauses are not always included in the grant decisions.

Commission's replies

The Commission notes that operators carrying out hazardous activities are strictly liable to
remedy soil pollution that has taken place after 30 April 2007, the date when the
Environmental Liability Directive 2004/35/EC took effect. In this context, the Commission
wishes to recall that it presented a proposal for a Soil Framework Directive (COM(2006)232)
in 2006 which would require the identification of all contaminated sites, including those con-
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taminated before April 2007.

The proposal for a Soil Framework Directive (COM(2006)232) would also provide for a
definition of ‘contaminated site’ and require the establishment of an inventory of such sites on
the national territory. The adoption of this directive would provide the necessary legal basis
for the subsequent adoption of EU common technical elements for soil contamination risk
assessment.

The Commission recognises that there were some weaknesses in setting grant rates in the past
in part also due to the regulatory framework. For 2000–06 projects generating substantial net
revenues, maximum co-financing rates were established in accordance with Article 29 of
Regulation (EC) 1260/1999. The funding gap assessment was enshrined in the 2007–13
Regulation.

The regeneration of military and industrial sites or brownfields is a first step towards
increasing the attractiveness of a region. It constitutes a prerequisite for the development of
job-creating activities. Some projects faced delays due to financing constraints in the context
of the economic crisis and the job creation is a long-term objective of these projects.

Applying the polluter pays principle in practice is a difficult challenge. It is often not possible
to require the person or legal entity that was in the first place responsible for causing the
pollution to pay for remediation since, in many cases, such person or legal entity no longer
exists, or it can demonstrate it complied with the applicable rules at the time of the pollution.

The Commission considers that the inclusion of a reimbursement clause in the grant letter
issued by the managing authority is a case of good practice which can usefully be included by
Member States in their national rules.

Draftsman's conclusions and recommendations for possible inclusion in the annual
discharge report:

[The European Parliament]

Underlines the key role of regeneration of military and industrial sites or brownfields as a first
step towards increasing the attractiveness of a region, constituting a prerequisite for job-
creating economic activities, creation of public spaces, etc;

Takes note of the Court’s special report "have EU Structural Measures successfully supported
the regeneration of industrial and military Brownfield sites?", and its recommendations;

Welcomes the fact that all projects had some key characteristics having a positive effect on
their sustainability, and that out of 22 finished projects, 18 fully achieved their targets in terms
of physical outputs, and four projects achieved between 90 % and 100 % of the expected
physical outputs;

Underlines that priority should be given to redevelopment that gives the opportunity for
economic activities, such as job creation, and believes that the end use concept should be the
core point in the EU spending; underlines that the brownfields should be regenerated, and the
use of greenfields should be considered as the last option only when dire economic necessities
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prevail;

Stresses the need for reliable data for the purposes of ensuring effectiveness and performance
assessment, and calls on the Commission to take steps that such data are collected (inventory,
level of contamination, etc.); invites the  Member States to develop inventories of brownfields
and to assemble data on each brownfield's condition (level of contamination), thus allowing
for prioritising of EU funding;

Calls on the Commission and the Members States to apply a reimbursement clause in each
grant agreement; believes that the reimbursement clause should take into account a long term
/ life cycle approach, and that reassessment should take account of a 15 years period, when a
regeneration project should mature and generate revenue;

Regrets that while authorities are aware of the polluter pays principle, in none of the audited
cases did the polluter bear the full cost of decontamination; acknowledges that applying the
polluter pays principle in practice is a difficult challenge, nevertheless invites the Member
States to take Measures to overcome any difficulties in identifying the polluter, and urges the
Commission to require implementation of polluter pays principle as condition for granting EU
funding;

Welcomes the Commission’s proposal for a Soil Framework Directive
(COM(2006)232),which comprises provisions addressing a number of issues identified by the
Court and the Court's recommendations, and urges the Council to support the Commission's
proposal.


