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Abbreviations used
BDB – Bulgarian Development Bank 

G – Grant
UWTP – Urban Wastewater Treatment Plant
EIB – European Investment Bank
EEA – European Economic Area
EIF – European Investment Fund
EAFRD – European Agricultural Fund for Rural Development
EC – European Commission
EU – European Union  

ESF – European Social Fund 

EFF – European Fisheries Fund  

ERDF – European Regional Development Fund
IA – Implementing Agency
AEUFEA – Audit of EU Funds Executive Agency
IAWP – Indicative Annual Work Programme
IPA – Instrument for Pre-Accession Assistance 

UMIS – Unified Management Information System for management and monitoring of the EU structural instruments in Bulgaria
CEAOEF – Committee on European Affairs and Oversight of the European Funds
CF – Cohesion Fund
MC – Monitoring Committee 
IB – Intermediate Body
CoM – Council of Ministers
SME – Small and Medium-sized Enterprise 
NAC – National Aid Coordinator
NGO – Non-Governmental Organization 
NAO – National Authorizing Officer PHARE
NA – National Assembly
NSRF – National Strategic Reference Framework
EIA – Environmental Impact Assessment
AA – Audit Authority
OP – Operational Programme 

OPAC – Operational Programme “Administrative Capacity”
OPE – Operational Programme “Environment”
OPDCBE – Operational Programme “Development of the Competitiveness of the Bulgarian Economy”
OPRD – Operational Programme “Regional Development”
OPFSD – Operational Programme “Fisheries Sector Development”
OPHRD – Operational Programme “Human Resources Development”
OPT – Operational Programme “Transport”
OPTA – Operational Programme “Technical Assistance”
DCoM – Decree of the Council of Ministers 

PA – Priority Axis 

PP – Political Party
RDP – Rural Development Program
RCoM – Resolution of the Council of Ministers
JMC – Joint Monitoring Committee 

SCF – Structural and Cohesion Funds
CA – Certifying Authority
NAO – National Audit Office
CEUFMC – Council of EU Funds Management Coordination 

CBC – Cross-Border Cooperation
MA – Managing Authority 
SR – Structural Regulations 

RSCoMA – Rules governing the Structure of the Council of Ministers and its Administration
FM – Financial Mechanism
CCU – Central Coordinating Unit
This Annual Report on the Absorption of EU Funds in the Republic of Bulgaria in 2010 was prepared in accordance with Article 3 (1), item 3 of the Rules governing the Organization and Activity of the Committee on European Affairs and Oversight of the European Funds (CEAOEF) in the 41st NA. The document draws on the input received from the respective state administration structures responsible for the management and coordination of the EU-funded programmes and instruments. The report reflects the status at 31 December 2010. 

It has to be borne in mind that for comparability of the information presented in this report, the financial data provided by the structures of the Executive have been converted to euro at an exchange rate of 1 € = 1,95583 BGN. The currency conversion and the rounding off may have led to minimum variations in the source data used in the analysis.    

The financial progress, as presented in the tables below with breakdown by operational programme, reflects:

Cumulative financial progress: 
· value of concluded contracts (contracting) – according to data from UMIS;

· grant payments (absorption) – according to data provided by the Certifying Authority (National Fund Directorate within the structure of the Ministry of Finance). 

Progress for the past calendar year (1 January 2010 – 31 December 2010):
· value of concluded contracts (contracting) – according to data provided by the respective MA of OP;

· grant payments (absorption) – according to data provided by the respective MA of OP.

I. KEY PROBLEM AREAS. CHANGES AND PROGRESS IN THE MANAGEMENT OF THE EU FUNDS IN BULGARIA IN THE PERIOD 1 JANUARY – 31 DECEMBER 2010.

Problem areas identified
The key problem areas in 2010, as identified by CEAOEF, concern the implementation of public procurement procedures for EU-funded projects and the capacity of the different administrative units involved in operational programmes’ management and implementation (MA/IB, specific beneficiaries, municipalities).

· Public procurement
Notwithstanding the state administration’s efforts to improve the execution of public procurement procedures for approved EU-funded projects, public procurement still accounts for the highest share of the irregularities detected by the audit authorities and the European Commission. In that light, applying the national public procurement legislation is central to the implementation of approved EU-funded projects.
In line with the recommendations made in EC’s July 2010 report on progress in Bulgaria under the Cooperation and Verification Mechanism, an interinstitutional expert working group was set up and tasked to draft, building on a monitoring of the existing public procurement legislation, a new concept for amendments to the Public Procurement Act (PPA). A decision of the Council of Ministers approving the concept for amendments to PPA is pending in early 2011 and the amendments should be adopted by August 2011.
CEAOEF keeps track of the drafting of the new amendments to PPA which should help to step up the implementation of approved EU-funded projects.
· Capacity of the structures managing the EU funds

All institutions recognize that the building of sustainable administrative capacity in the structures involved in the administration of EU funds is essential for achieving progress on the implementation of EU-funded programmes.

In 2010, capacity building efforts for project preparation and management continued in the MAs/IBs of OPs, as well as in programmes’ beneficiaries, including specific beneficiaries and municipalities.  
The Minister of EU Funds Management as well as the MAs of OPs took a number of actions aiming to strengthen the administrative capacity, including:

· Organization of regular trainings for MAs, IBs and local beneficiaries on project development and implementation, financial reporting and control, implementation of PPA and of the relevant subordinate legislation, etc;

· Regular meetings with stakeholders (NAMRB, employer organizations) to explain the application procedures and find solutions to current cases and problems;

· Additional expert assistance through the new administrative position of „Assistant on Management of European Projects and Programmes” (DCoM No. 203/13.09.2010) – over 170 European project assistants are expected to be appointed in the administrative units of the different programmes;
· Technical assistance from the International Financial Institutions (including the World Bank, EIB, and EBRD) through attracted external experts for the implementation of key infrastructure projects;
· Deployment of JASPЕRS in Bulgaria (mobile expert groups to assist the municipalities in preparing PPA procedures and implementing projects) is scheduled for mid-2011.

Changes and progress in the management of the EU funds in 2010:

In addition to the progress on the different EU-funded programs and instruments reported by CEAOEF, this report aims to highlight also the key 2010 trends and achievements in the overall system of EU Funds management in Bulgaria, the most notable being: 

· A Minister of EU Funds Management was appointed;
· Optimization of the central coordination system for EU funds – CEUFMC was set up, the functions of the CCU were regulated; a Development Council was set up at CoM with the task to coordinate the drafting of the National Programming Document which will cover the National Strategy for Integrated Development of the Republic of Bulgaria, 2011 – 2020 encompassing all funding sources;
· MA of OPTA was transferred from the Ministry of Finance (MoF) to the CoM’s administration;
· The functions of the Audit Authority of OPFSD were transferred from the Ministry of Agriculture and Food (MAF) to AEUFEA;
· EC issued positive compliance assessments for the 7 Operational Programmes, Operational Programme “Fisheries Sector Development”, and the CBC programmes along the internal and external borders of the EU (except for CBC Bulgaria-Serbia whose compliance assessment is pending finalization in 2011);

· Significant progress was achieved in contracting and payments under OPs – payments amount to 809.1 billion € making up 10.01 % of the total budget. At 31 December 2010, 2.9 billion € were contracted, accounting for 36.74 % of total allocations to the programmes;

· Optimized application procedures and lower administrative burden of implementation – facilitated procedures under DCoM 121/2007 and DCoM 55/2007, including a unified approach and common standards of existing public procurement regulations (DCoM 55/2007), improved predictability and transparency by publishing in advance the IAWPs of OPs and the Guidelines for Applicants (DCoM 121/2007);
· Shorter time limits for payment of grants (up to 3 months) – DCoM 179/2010;

· Increased amount of advance payment to beneficiaries for implementation of projects (RCoM No. 592/06.08.2010) – up to 35 % of the grant amount for projects co-financed from OPT, OPRD and OPE;
· Introduced clear rules for determining financial corrections (DCoM No. 134/05.07.2010) under the operational programmes co-financed from SCF of the EU, RDP and OPFSD, aimed at recovery of amounts wrongly paid; recovered amounts remain in the OP’s budget and can be reused as appropriate;
· Better access of beneficiaries to finance for the development and implementation of European projects – access to lending from FLAG; progress in the implementation of financial engineering instruments – JEREMIE, JESSICA; National Guarantee Fund set up at the Bulgarian Development Bank for beneficiaries of OPFSD;
· Strengthened expert potential for development of key infrastructure projects – attracted external expert assistance from IFIs, a new position of “Assistant on Management of European Projects and Programmes” set up;

· Significantly updated and upgraded functionality of UMIS, including a new public information module, interfaces with the IACS (RDP) and AXTER POPEYE (OPFSD);
· Closer cooperation and open dialogue with beneficiaries – actions taken include regular meetings with municipal and business representatives; “reception days” in some of the MAs of OPS and of the Minister of EU Funds Management; opportunities to discuss the Guidelines for Applicants with the beneficiaries prior to publication. 
II. REVIEW BY EU-FUNDED PROGRAMME, INSTRUMENT AND FACILITY AT 31 DECEMBER 2010.

1. OPERATIONAL PROGRAMME “TRANSPORT” 2007-2013 (OPT)
	Total budget (European financing and national co-financing)
	Cumulative financial progress
(01.01.2007-31.12.2010)
	Financial progress for the period 01.01.2010-31.12.2010

	
	Contracting
(implementation, %)
	Payments
(implementation, %)
	Contracting (implementation, %)
	Payments
(implementation, %)

	2 003 481 166 €


	599 355 449 €

 (29.92 %)
	112 503 609 €

(5.62 %)
	364 216 023 €

 (18.18 %)
	70 191 821 €

(3.50 %)


Progress achieved
The positive Compliance Assessment of the management and control systems of OPT issued by EC on 10 February 2010 should be highlighted as an outstanding development in 2010 which has made it possible to start receiving interim payments.   

According to CCU data, in 2010 the Programme registered growth in contracting at almost 155% (against indicator’s value at 31 December 2009). 364.2 million € were contracted in the past 12 months against 599.4 million € from the beginning of the programming period till the end of 2010. 

According to the Certifying Authority, at the end of 2010 payments under OPT total 112.5 million €, making up about 5.62% of Programme’s budget. By way of comparison, at 31 December 2009, payments amounted to only 42.3 million €, which means that some 70.2 million € in new payments reached programme’s beneficiaries in the reporting period. 

PA2 of OPT accounts for the highest share of contracted amounts as at the end of 2010 EC approved the Application Form for the Trakia Motorway project. This is the second major infrastructure project under OPT after the Sofia Subway Extension (approved in 2009), which was given green light by the EC. It is these two projects that represent the most positive developments in the implementation of OPT. The smooth and steady execution of the subway extension project predetermines the higher share of payments under Programme’s PA3. The third infrastructure project which exhausts by far the list of projects under which effective construction works are carried out is Electrification and Reconstruction of Svilengrad – Turkish Border Railway Line, financed from PA1 of OPT. 

Concerning the financial implementation rate of IAWP 2010, OPT belongs to the group of operational programmes performing worse over the year, which includes also OPDCBE and OPHRD. The average financial implementation rate of IAWP 2010 for the seven operational programmes is 80.3%, whereas for OPT it is 65.5%. Despite the low contracting rate, the financial implementation shows that contracted projects progress at a good pace.

Implementation at 80% of the 2010 contracting forecast under LOTHAR places OPT in the group of Operational Programmes performing well over the year. The average implementation of the forecast for all Operational Programmes is 78%. 

Problem areas:

At this stage of the financial perspective, the low level of absorption of EU funds is the greatest issue in Programme’s implementation. What is more, the continuing low contracting and payment rates imply future slowdown in Programme’s financial implementation.

The analysis reveals effective slowdown in the absorption of funds under the Programme, evident even in a simple mathematical comparison with the average level of absorption under the seven national Operational Programmes financed from the EU Structural and Cohesion Funds, which at the end of December 2010 stands at 10.01%. 
The upturn in OPT’s implementation, including growth over the past 12 months at 166% in payments and at 155% in contracting, is insufficient, considering the programming period phase and Programme’s overall project preparedness. When analyzing the situation, one should not forget, of course, OPT’s specifics as regards the nature of financed interventions. The successful implementation of the Trakia Motorway and Sofia Subway projects in 2011 could improve notably Programme’s level of absorption.  

On the whole, while not disregarding OPT’s achievements over the past year, CEAOEF considers that the progress on the Programme is unsatisfactory. The situation in the sector is а matter of concern also in EC President Jose Manuel Barroso’s letter to Bulgarian Prime Minister Boiko Borisov. In the OPT context, our country performs the worst in the development and implementation of big infrastructure projects in the road and railway sectors. When analyzing this performance, account needs to be taken of the accumulated delay since the beginning of the programming period and of the traditional problems in the sector which continue from the time before Bulgaria’s participation in the EU’s Cohesion Policy. Out EC partners give due regard to the strong political commitment for successful implementation of the OPT projects demonstrated by the line ministers and deputy ministers, but point out that, to date, the Road Infrastructure Agency, which is a major  beneficiary of OPT, has failed to address the challenges. The situation in the railway sector is no better. In its Interim Report on the absorption of the EU funds in 2010, CEAOEF highlighted in respect of OPT the same problems as those mentioned in EC’s letter. CEAOEFF focuses the attention on the project “Improvement of the navigation on the Danube in joint Bulgarian-Romanian parts from rkm 530 to rkm 520 – Bathin from rkm 576 to rkm 560 – Belene” included in Programme’s PA 4, which is still static at the date of this report. 

In a nutshell, the main reasons for the slowdown in OPT’s implementation to date include:

· Small number of projects in the pipeline and slow preparation of application forms;

· Tardy closure of alienation procedures and archaeological surveys, lack of funds for these activities and absence of a clear mechanism and of financial resources for the pre-financing of big infrastructure projects;
· Delayed preparation of tender documents and organization of tender procedures;

· Repeated rescheduling of project implementation forecasts;

· Inadequate administrative capacity of beneficiaries, in particular the Road Infrastructure Agency (RIA) and the National Railway Infrastructure Company (NRIC).

Recommendations:

CEAOEF welcomes the strong commitment and the efforts of the Ministry of Transport, Information Technology and Communications’ (MTITC) political leadership, as well as the series of initiatives by Minister of EU Funds Management Tomislav Donchev to step up improvements in the situation and implement successfully the interventions planned for the transport sector, including through expert assistance from the International Financial Institutions aimed at enhancing the administrative capacity and accomplishing the ongoing national reforms.  
Considering the current state of play and the progress on OPT’s implementation, CEAOEF reiterates its general recommendation from the two previous reports on the theme, namely that there is a need to take urgent and adequate actions to further optimize the management of OPT and notably step up effective construction works under the Programme. 

The following potential instruments, which could help tackle OPT’s problems and overcome the drawbacks in the sector inherited from previous periods, can be highlighted:

· Submit application forms, conclude grant contracts and implement projects whose aggregate value exceeds the available resource under a PA, with a view to offsetting the eventual delay on some projects by faster implementation of other projects under the respective PA (the so-called “over-booking”). Of course, if such an option is chosen, there will be a need to plan resources to secure the successful on-time implementation of all projects in the so-called “ideal case” alternative;

· Start the implementation of big infrastructure projects in the sector prior to EC’s approval of their application forms (after the example of the Trakia Motorway project). This option involves certain risk as regards the future scope of approved activities or possible full rejection by EC of project financing;

· Setting up a national mechanism for the pre-financing of projects prior to the approval of the application forms, with subsequent reimbursement of expenditures under OPT, as an alternative option for addressing the problems with the lack of funds for alienation procedures and archaeological surveys in beneficiaries’ budgets;
· Phasing projects by splitting them into implementation lots of smaller volume with a view to minimizing the risks of failed implementation and strong negative impact on Programme’s overall absorption level;
· Reallocate financial resource to initiatives in a higher level of preparedness for financing, characterized by real social necessity. CEAOEF welcomes OPT MA’s approach of promoting beneficiaries with mature projects in the pipeline. In that light, the Committee notes as an example of good managerial move in the context of OPT’s implementation over the year CEUFMC’s decision, approved by OPT’s MC, to reallocate financial resource to the next phase of the Sofia Subway Extension Project. In the future, MA should continue to apply such initiatives as an effective tool to improve the flexibility in Programme’s implementation and achieve a high level of absorption, giving, however, due consideration to their effects with a view to guaranteeing the attainment of OPT’s objectives.
2. OPERATIONAL PROGRAMME “ENVIRONMENT” 2007-2013 (OPE)

	Total budget (European financing and national co-financing)
	Cumulative financial progress

(01.01.2007-31.12.2010)
	Financial progress for the period 01.01.2010-31.12.2010

	
	Contracting
(implementation, %)
	Payments
(implementation, %)
	Contracting (implementation, %)


	Payments
(implementation, %)

	1 800 748 085 €


	492 548 182 €

 (27.35 %)
	125 357 474 €

(6.96 %)


	80 689 857 €

 (4.48 %)


	75 928 918  €

(4.22 %)




Progress achieved:
Access to interim payments was guaranteed by EC’s positive compliance assessment of the management and control systems issued in February 2010.

According to MA data, at 31 December 2010 a total of 492.5 million € were contracted under OPE, making up over 27 % of Programme’s budget; approximately 81 million € were contracted in 2010 alone.

Significant progress is achieved in payments under OPE against the same period of the previous year – according to MoF’s National Fund Directorate, at 31 December 2010 payments total 125.4 million € (almost 7 % of Programme’s total budget), against a little more than 49 million € (2.7% of the total budget) at 31 December 2009, registering over 2.5 times growth.

This significant growth in payments under OPE is implied by the new verification and payment approach adopted by Programme’s MA which allows for making payments to beneficiaries on a weekly basis. The new payment mechanism guarantees a continuous flow of funds to the beneficiaries – mostly municipalities in the case of OPE, which is vital for them because the implementation of infrastructure projects implies significant expenditures. 

The measures to streamline the management of OPE and introduce a new management mechanism in the Water Sector, approved at the end of 2009, were implemented in 2010. Notwithstanding the delay in the implementation of concluded contracts as a result of the corrective measures applied, due regard has to be given to the fact that Programme’s financial management has been improved by guaranteeing the economic efficiency in the spending of public funds.

With a view to ensuring better quality of project proposals and improving the dialogue with the municipalities which are beneficiaries of the Programme, the competitive procedure for submission of project proposals was replaced by a direct award procedure with calls to priority agglomerations to submit applications. 
A number of actions were undertaken to streamline the implementation of OPE (facilitated procedures, enhanced administrative capacity of responsible units, active dialogue with the beneficiaries, measures to improve Programme’s visibility, etc.); they have lead to notable improvement in Programme’s efficiency; project implementation is now more facilitated for the beneficiaries; the pace of reimbursement of costs incurred by beneficiaries has been increased.
Water Sector 

Implementation of two big integrated water cycle projects – of Vratsa and Gabrovo, at a total value of almost 123.2 million €, is under way.
The first five Water Sector projects (in the municipalities of Primorsko, Beloslav, Blagoevgrad, Sopot and Kazanlak) totalling 40.3 million € in value were implemented and commissioned.
Funds to the amount of 613.6 million € (BGN 1.2 billion) have been made available to the municipalities for preparing and implementing investment projects (for municipalities with few projects in the pipeline) and for construction in the Water Sector. Project proposals have already been submitted under both procedures and are pending evaluation.
Waste Sector 
The higher project preparedness of municipalities for the establishment of regional waste management systems should be highlighted as a positive development (a total of 23 regional systems). The first contract for the establishment of a regional waste management system in Blagoevgrad Region was signed at the end of November 2010.
The projects for construction of regional landfills in the regions of Vidin, Pernik and Burgas (aggregate value of about 42 million €) are in an evaluation procedure, as well as the big project for establishment of the integrated system of household waste treatment facilities of Sofia City Municipality (131 million €), which was submitted to the European Commission for evaluation following a positive assessment at national level.

In November 2010, 2 calls to a total of 14 municipalities were announced for the construction of regional waste management systems at an aggregate value of 113.5 million €. 

Calls for proposals are scheduled in 2011 for the delayed regional waste management systems of the regions of Pazardzhik, Kocherinovo, Provadia and Svoge Municipality, at an aggregate value of 45 million €.
The addendum to the Operational Programme approved at the 9th meeting of OPE’s MC, has a positive effect. It allows for the purchase of waste collection and transport equipment to be financed from OPE after this option was cancelled under OPRD. This will guarantee projects’ integration and will facilitate waste collection. The amendment will have a favourable effect on the social bearability of the commissioning of new waste treatment facilities because municipalities can be more flexible in determining household waste charges.
Problem areas:

Because of the poor quality of some projects, the corrective measures (termination of concluded contracts, annexing, withdrawal of finance) which were implemented in the Water Sector towards compliance with the new sector management mechanism resulted in certain slowdown in contracting under OPE’s Priority Axis 1 in 2010. Similar is the situation in the Waste Sector which is still characterized by low project preparedness of municipalities. On the whole, the reasons for the slowdown in Programme’s overall implementation lie in the traditional for the sector lengthy procedures for changing the purpose of land (mostly agricultural land), the procedures for alienation of private property/terrains in relation to the issuing of permits under the environmental legislation, etc.

According to LOTHAR data, in 2010 OPE registers poor performance on contracting forecasts (at only 56%), with even more unsatisfactory performance on expenditure verification and certification forecasts (at less than 20%). The overall delay in Programme’s implementation points to a risk of losing funds in 2012 under the N+3/N+2 rule if the forecasts made by OPE’s MA are not fulfilled at 100 %.
A significant portion of the financial corrections are determined in relation to irregularities in public procurement procedures and this fact also threatens the financial stability of municipalities.

Problematic is also the provision of funds for the projects for which financing from OPE has been cancelled and they have to be funded from the budgets of the first-level spending units.

The lack of sufficient own revenues to finance municipalities’ own contribution in EU-funded big infrastructure projects is also a problem which delays the implementation of projects under the Programme.
EC has not completed yet the evaluation of the big project for “Construction of the integrated system of household waste treatment facilities of Sofia City Municipality” which is now in a procedure of exchange of technical questions and answers between EC and the Bulgarian side. Meanwhile, a procedure for selection of a contractor to build the plant for mechanical and biological treatment of waste had been organized. The appeal procedure before the competent authorities added up to its delay.

EC President Jose Manuel Barroso’s letter to Bulgarian Premier Boiko Borisov points out two major reasons for the delay in Programme’s implementation in the Water Sector: 1) the lack of adequate capacity in the Bulgarian local authorities to prepare decent project proposals, which places further burden on the Ministry of Environment and Water (MEW) as it needs to invest serious efforts to improve the project proposals, and 2) the delay of Water Sector reform, which prevents the set up of financially and environmentally sound water management systems at local level. As EC President notes, the interested institutions – MEW, the Ministry of Regional Development and Public Works (MRDPW), and the municipalities must create efficient coordination mechanisms among themselves. In that light, our EC partners deem feasible the proposal, together with the Commission and the international financial institutions, under the leadership of the Minister of EU Funds Management, to take steps to discuss, develop, and adopt an Action Plan for each of the above-mentioned sectors (in addition to the Water Sector, the letter mentions also the Road and the Railway sectors).
Recommendations:

CEAOEF gives due regard to OPE MA’s efforts to speed up Programme’s implementation and notes the progress achieved as a consequence of the improved dialogue with the main Programme beneficiary – the municipalities.

Considering the registered contracting and payment rates at 27% and 7% respectively of Programme’s total budget, there is a need to further step up contracting and payments which means that the project preparedness needs to be improved and, accordingly, the capacity of the beneficiaries for quality and timely implementation of approved projects has to be enhanced. With a view to accelerating the implementation of projects under Priority Axis 1, concerted efforts are needed by MEW and MRDPW to speed up the Water Sector reform towards clear division of responsibilities between the water supply and sewerage associations, the water supply and sewerage operators, and the municipalities.

In that light, CEAOEF welcomes the proposal in EC President’s letter for joint efforts to overcome the problems in the Water Sector. CEAOEF subscribes to the proposal to develop an Action Plan that contains measures to address the horizontal and sectoral problems, guarantees the institutional sustainability of the structures involved in the management and ensures the necessary administrative and technical competence.

Given the weak implementation of forecasts under LOTHAR, which implies a foreseeable risk of loss of funds under the Programme according to the N+3/N+2 Rule, MA needs to mobilize its efforts and implement Programme’s forecasts at 100 per cent in 2011.

The prioritization of Water Sector projects has directed Programme’s investments exclusively to agglomerations of more than 10 000 PE. Given the deadline (2014) for compliance with the requirements of Directive 91/271/EEC, it is advisable to consider a possibility to redirect allocations to agglomerations of less than 10 000 PE if the municipalities falling in the 124 priority Water Sector agglomerations lack projects in the pipeline. 
Concerning the big project for the establishment of an integrated waste management system of the City of Sofia, CEAOEF gives due regard the vital importance of this project for Bulgaria and, in that light, calls upon the responsible institutions to mobilize their efforts towards a successful outcome of the negotiations with EC and implementation of the project within the shortest possible time limit.

In 2011, CEAOEF will continue to keep track of the progress of projects under the two key priority axes of OPE and notes that active dialogue and consultations with municipalities need to continue towards the faster and successful realization of projects.
3. OPERATIONAL PROGRAMME “REGIONAL DEVELOPMENT” 2007-2013 (OPRD)

	Total budget (European financing and national co-financing)
	Cumulative financial progress

(01.01.2007-31.12.2010)
	Financial progress for the period 01.01.2010-31.12.2010

	
	Contracting
(implementation, %)
	Payments
(implementation, %)
	Contracting
(implementation, %)
	Payments
(implementation, %)

	 1 601 274 759 €


	843 419 528 €

 (52.67 %)
	185 430 539 €

(11.58 %)


	367 801 571 €

 (22.97 %)


	154 053 618 €
(9.62 %)




Progress achieved:

In February 2010 EC issued a positive compliance assessment of Programme’s management and control systems, which made it possible to start receiving interim payments.

According to MA, at 31 December 2010 concluded contracts total some 843.4 million € in value, making up about 53 % of Programme’s budget; 367.8 million € were contracted in 2010 alone.
At 31.12.2010, payments under the Programme exceed 185 million €, accounting for an absorption level of almost 12 %. The notable growth in payments under OPRD by almost 6 times in the past 12 months (absorption at 31.12.2009 is slightly above 31 million €) is due mainly to the improved efficiency of payments to beneficiaries (which are now made on a weekly basis), the optimized procedures, and the actions taken to strengthen the administrative capacity of OPRD’s MA, as well as of Programme’s beneficiaries.
The schemes scheduled for announcement under the 2010 IAWP are implemented at more than 85%; 12 of the 14 planned schemes at a total value of over 375 million € were announced. At the end of 2010, more than 70 projects were completed under almost all of the priority axes of OPRD, making the real social and economic effect of the Programme more visible at local and regional level.

The steady pace of Programme’s implementation in 2010 is bound to accelerate in 2011, given the targets set in the 2011 IAWP - 10 new schemes totalling 320 million € in value are pending announcement whereby published schemes will make up 96 % of OPRD’s budget. As a positive development is highlighted the fact that a significant portion of Programme’s investments planned for 2010 are targeted at social and health infrastructure in support of the deinstitutionalization of social institutions providing services for children at risk; reconstruction/rehabilitation and equipment of municipal medical establishments; provision of modern social homes for accommodation of disadvantaged groups; energy efficiency of multi-family residential buildings, etc.
Progress can be reported also on the deployment of JESSICA in Bulgaria through active measures taken in 2010 – a JESSICA Holding Fund was established with 33 million € of OPRD’s budget for investment in urban development funds. Allocations from JESSICA are expected to start in 2011.

Further progress was achieved on the establishment of sustainable urban transport systems in seven big Bulgarian cities (Sofia, Plovdiv, Varna, Burgas, Stara Zagora, Ruse, and Pleven) – the first big project for integrated urban transport system of Burgas totaling 67 million € in value was approved and a grant contract was signed with Burgas Municipality. In November 2010, the project was submitted to EC for coordination and approval. A special unit for the management of integrated urban transport projects was set up within the MA of OPRD. It will cooperate with experts from JASPERS to assist the seven big Bulgarian cities in developing and implementing the projects.

Implementation of the key measure supporting the rehabilitation and reconstruction of second- and third-class roads, with the Road Infrastructure Agency as specific beneficiary and a budget of 256 million €, is going on. At the end of 2010, concluded contracts are 29 in number with an aggregate value of more than 236 million €, including a contract for rehabilitation and reconstruction of Sofia Ring Road. RIA is to submit by mid-2011 project proposals for the balance of allocations to the scheme.

MA of OPRD has started preparations for the next programming period of EU’s Cohesion Policy (2014 – 2020), with a project for needs analysis and study of the regional development programming alternatives for the next programming period already implemented under the Technical Assistance priority axis.

Problem areas:

Along with the progress made in 2010, MA of OPRD makes efforts to address identified problem areas which include among others delayed procedures for ex-ante control of public procurement documents; difficulties in conducting on-the-spot checks on interim payment requests in 100% of the cases; a need to further strengthen the capacity of MA’s regional departments and of the specific beneficiaries of OPRD. 

MA has taken proactive measures to address identified problem areas, including by carrying out ex-ante control and conducting sample-based and risk-assessment-based on-the-spot checks. The regional departments were further staffed with experts having the necessary qualities and professional qualification in order to strengthen their capacity for legal advice and technical examination. Trainings on different aspects of the management of projects under the Programme were organized with focus on the specific beneficiaries (including RIA). 

Recommendations:

CEAOEF commends the MA team for the good organization of work and welcomes the steady progress achieved on all Programme areas, as well as the measures for starting the planning for the next Cohesion Policy programming period. In 2011, within the regular hearings on Programme’s progress, CEAOEF will continue to keep track of the implementation of the measures laid out in IAWP and of the progress on the key initiative JESSICA.

CEAOEF recommends that a consideration be given to the possibility and advisability of concentrating in one unit the development and implementation of road projects under OPT and OPRD with a view to improving RIA's functionality. 

Considering the large number of government institutions which are specific beneficiaries of OPRD, efforts to strengthen their capacity for development and implementation of OPRD projects should continue.
4. OPERATIONAL PROGRAMME “HUMAN RESOURCES DEVELOPMENT” 2007-2013 (OPHRD)
	Total budget (European financing and national co-financing)
	Cumulative financial progress

(01.01.2007-31.12.2010)
	Financial progress for the period 01.01.2010-31.12.2010

	
	Contracting (implementation, %)
	Payments (implementation, %)
	Contracting (implementation, %)
	Payments (implementation, %)

	 1 213 869 575 €

	574 861 338 €

 (47.36 %)
	108 121 506 €

(8.91 %)


	322 395 142 €

 (26.56 %)


	56 913 040 €
(4.69 %)




Progress achieved:

According to MA data, 5 495 project proposals are submitted and 1754 contracts at a total value of approximately 596.8 million € are concluded, whereby 49 % of the total Programme budget is contracted. The data from UMIS show that 574.9 million € or 47.36 % of the total Programme budget is contracted at 31 December 2010.
Effective payments under the Programme exceed 108 million €, accounting for an absorption level of almost 9 %. Payments under the Programme registered significant, almost triple growth over the past year (31.12.2009 – 31.12.2010 г.) from only 39.8 million € or slightly above 3 % of the total Programme budget at the end of 2009.
At 31 December 2010, MC of OPHRD has approved the selection criteria for 94 operations totalling 1.2 billion € in value. Thus, at the mid-term of the programming period an accurate timeframe and financial framework for effective absorption of 98% of the allocations to the Programme is in place. Under implementation are 69 grant award procedures totalling 734.7 million € in value. 

The cooperation between the Managing Authority and the Intermediate Bodies is very good; the procedures for further staffing of the bodies and strengthening of their administrative capacity were completed successfully. The latest regulatory amendments aiming to secure additional staff for the management and control of European funds (DCoM 203/13.09.2010 amending regulatory acts of the Council of Ministers) have made it possible to increase the staffing of MA with two permanent positions and that of the three IBs of the Programme – with a total of 51 permanent positions. In 2010, 73 trainings of MA and IB staff members were organized within the efforts to strengthen and upgrade the administrative capacity for the management of EU funds.

The most important intervention aiming to lower the administrative burden associated with Programme’s implementation is the opportunity to finance with vouchers the trainings under Programme’s PA 1 and PA 2, introduced with DCoM No. 251/21.10.2009 laying down the rules and procedure for granting vouchers for training of unemployed and employed persons under OPHRD’s PA 1 and PA 2. At the end of September 2010, the decree was amended with the aim to expand the range of trainings that can be financed with vouchers and to elaborate activity reporting requirements in view of the tax treatment of provided services. 

The amendments to DCoM No. 180/27.07.2007 laying down detailed rules on the eligibility of expenditures under OPHRD, approved by CoM on 30 September 2010, enabled taking on board the options, introduced in 2010 at the European level, for reporting of expenditure under the European Social Fund on basis of lump sums and a scale of flat rates. The direct costs eligible under OPHRD now include expenditure related to the participation of people with disabilities – for special transportation vehicles, personal assistants, sign language interpreters, provided that these costs satisfy the general eligibility requirements.
The Managing Authority of OPHRD has taken specific actions to comply with the grant payment deadlines set out in DCoM No. 179/10 August 2010, laying down the mechanism for verification of expenditure and payment of grants under the operational programmes financed from the EU’s Structural and Cohesion Funds. In that light, a procedure for reallocation of free limits under the Operational Programme was developed and approved in July 2010.
In relation to the findings from the audits of OPHRD conducted in 2010, MA developed an action plan on each of the audit reports received and most of the measures set out therein have been fulfilled. On basis of the implemented interventions as described in MA’s action plan, in its final report on the audit of the management and control systems EC rates them as corresponding to level 2.

The operations approved by the Monitoring Committee offer a comprehensive vision for support of the Bulgarian labour market, for modernization of the education system and for the initiated process of deinstitutionalization of childcare social services. 

In 2011, MA plans to announce 47 new grant award procedures with a total budget of approximately 516 million €, aiming to provide for the contracting of 80 % of the OPHRD allocations in 2011.

Eight new operations with a total budget of 126.4 million € are to be announced for the labour market. They are aimed at recovery of the Bulgarian economy and smooth decrease of unemployment in the country. Six of the upcoming new operations, at a total value of 120.1 million €, are targeted in support of the business and employed persons through training schemes for employed persons, support to the professional mobility of employed persons, labour market integration of the members of vulnerable groups.

OP aims to achieve a synergy effect of the measures funded under different priority axes, which contribute directly to achievement of the objectives set out in the European and national strategic documents.

The three operations approved under PA 5 “Social Inclusion and Promotion of Social Economy” aim to achieve effective deinstitutionalization of childcare in Bulgaria. Assistance will be targeted at the deinstitutionalization of children placed in specialized institutions by setting up sustainable models for provision of alternative care in the community and in family environments. To date, Bulgaria has 130 institutions accommodating about 7000 children. The operations will be implemented with financial assistance from two operational programmes (OPHRD and OPRD). The three operations are realized in accordance with the activities planned in the National Strategy “Vision for the Deinstitutionalization of Children in the Republic of Bulgaria” and the Action Plan for its implementation. The Action Plan covers the period 2010-2015 and starts with 5 projects, implementation whereof will help to achieve a synergy effect of the different funding sources and complementarity among the measures under the different OPs.
A key development is the implementation of an innovative model of partnership between the institutions responsible for the deinstitutionalization process – MLSP, MRDPW, the Ministry of Health (MH), the State Agency for Child Protection (SACP), the Social Assistance Agency (SAA) and the municipalities 
Problem areas:
The services of EC’s Directorate General for Employment, Social Affairs and Equal Opportunities have made recommendations and notes on the implementation of the contracts concluded under the operation “Promoting the labour market flexibility and effectiveness through active actions by the social partners” which have as beneficiaries the nationally representative organizations of workers and employees and of employers. A special working group of experts from MA and IB was set up and tasked to make a review of the grant award contracts concluded with the social partners with a view to avoiding the risk of double funding of activities and expenditure. CEAOEF will continue to keep track of the implementation of EC’s recommendations and expects MA of OPHRD to present within the upcoming hearings the results of the activity of the working group reviewing the contracts concluded with the social partners.
Meanwhile, MA monitors, with few exceptions, the progress on Programme’s indicators. The financial indicators present no risk yet as regards the N+3/N+2 Rule. The issue becomes topical in 2011, but OPHRD is not expected to experience problems in this context (given the advance payments made). Considering the logic of Programme’s schemes, steady growth in payments under OPHRD is expected in early 2011. The year 2012 remains the one most at risk as it concentrates the 2009 and 2010 budgetary commitments; in that light, MA has prepared an action plan which has been coordinated with EC.
Recommendations:

CEAOEF welcomes the efforts made in 2010 to strengthen Intermediate Bodies’ capacity in view of the increased volume of work on the Programme, as well as the measures undertaken to lower the administrative burden associated with Programme’s implementation.

CEAOEF fully supports the urge to achieve a synergy effect and complementarity among the activities under OPHRD, OPDCBE and OPRD through the implementation of measures for deinstitutionalization of children with disabilities, measures in support of specialized undertakings and cooperatives of people with disabilities, and measures for deinstitutionalization of children placed in children’s medical and social care homes. 

CEAOEF attaches special importance to the implementation of the planned reform in the child and family care system through the building of an enabling environment where government institutions, civil organizations, families and the society respect children’s rights and pursue policies aimed at development, social inclusion and participation of all children. CEAOEF subscribes to the joint support interventions under OPHRD and OPRD aimed at establishing a successful children’s deinstitutionalization model and achieving the level of child and family care and security typical for the developed European countries. In that light, in 2011 CEAOEF will continue to keep track of the practical complementarity among these measures.

5. OPERATIONAL PROGRAMME “DEVELOPMENT OF THE COMPETITIVENESS OF THE BULGARIAN ECONOMY” 2007 – 2013 (OPDCBE)
	Total budget (European financing and national co-financing)
	Cumulative financial progress

(01.01.2007-31.12.2010)
	Financial progress for the period 01.01.2010-31.12.2010

	
	Contracting (implementation, %)
	Payments (implementation, %)
	Contracting (implementation, %)
	Payments (implementation, %)

	1 162 215 551 €


	405 892 427 €

(34.92 %)
	225 968 378 €

(19.44 %)
	1 141 801 €

(0.098 %)
	221 236 842 €
(19.04 %)


Progress achieved:

The positive Compliance Assessment of the management and control systems of OPDCBE issued by EC on 10 February 2010 should be highlighted as an outstanding development in 2010 as it has made it possible to start receiving interim payments.  

Over the past 12 months, OPDCBE registers growth in payments at more than 221.2 million € or about 48.5 times the payments executed at 31 December 2009, induced by developments on JEREMIE. The number of grant award contracts concluded under the Programme increased to 759 at 31 December 2010. 

Cumulative payments under OPDCBE from Programme’s launch till 31 December 2010 amount to almost 226 million € (19.44% of allocations). PA 3 “Financial Resources for Developing Enterprises” accounts for the highest share of payments at 199 million € (17.1 % of the total Programme budget to be financed from JEREMIE), followed by PA 2 “Increasing Efficiency of Enterprises and Promoting Supportive Business Environment” with payments at over 15.3 million € (1.32 % of OPDCBE allocations). 

According to MA, the grant award contracts concluded under the Programme from the beginning of 2007 till 31.12.2010 total almost 405.9 million € in value (34.92% of OPDCBE allocations). PA 3 “Financial Resources for Developing Enterprises” accounts for the highest share of contracting (along the lines of JEREMIE) at 199 million € (17.1% of the OPDCBE budget), followed by PA 2 “Increasing Efficiency of Enterprises and Promoting Supportive Business Environment” with 131.2 million € (11.3% of OPDCBE’s budget). PA 2 accounts for the highest share (699) of concluded contracts. 

Contracts having the national business as direct beneficiary (that is, for operations under PA 1 and PA 2 of OPDCBE) total 739 in number and their aggregate value is about 147.3 million € (17.5% of the budget of these two PA or 12.7% of OPDCBE’s total budget). At 31 December 2010, the funds which reached the Bulgarian companies in the form of payments under PA 1 and PA 2 amount to 16.6 million € (2% of the allocations to PA 1 and PA 2 or 1.4% of total allocations to OPDCBE). 

CEAOEF regards as positive the measures to optimize the management and implementation of OPDCBE undertaken by MA in 2010, including: 

· Shorter time limits for reply by the state administration regarding the review and decision on all reports and documents submitted by beneficiaries in relation to projects’ implementation;

· Advance publication of the draft Guidelines for Applicants for public discussion;

· Publication of detailed project proposal evaluation criteria and methods together with the Guidelines for Applicants and the operational manuals for implementation of concluded contracts;

· Lower number of documents required from applicants, some of the declared circumstances are verified officially;

· The consulting services for development of project proposals are recognized as an eligible activity and expenditure under the grant award procedures announced in 2010; 

· To prevent the rejection of a significant number of project proposals in the administrative compliance assessment phase, the practice of prior checking for availability of all required documents and granting a 7 day period to complete documents on a request by the respective Evaluation Committee was introduced;

· The monthly reporting on the performance on project indicators (submission of a monthly report) was eliminated. The information is now submitted in the interim and final reports;

· Upon conclusion of grant awards contracts, beneficiaries receive training with a view to avoiding implementation and reporting errors.

Measures to further facilitate the procedures are scheduled for 2011.

Ten of the 16 grant award procedures on IAWP 2010 were opened in 2010. In addition to the 16 procedures and in response to business’ needs, MA announced in the past year grant award procedure BG161PO003-2.1.10 “Support for undertakings and cooperatives of people with disabilities”, with total funding of 10 million €. 

By way of comparison, only 3 procedures under the Programme were opened in 2007; in 2008, beneficiaries had access to 5 of the initially planned 10 procedures, and in 2009 – to only 2 of 7 planned procedures. Opening of 10 grant award procedures at a total value of over 405 million € (almost 35% of OPDCBE’s total budget) is set out IAWP 2011. 

Notable progress was achieved in the review period on the implementation of JEREMIE in Bulgaria. The most important developments in that light include:

- Amendments were introduced to the Framework Agreement and the Funding Agreement between the Government of the Republic of Bulgaria and the European Investment Fund (of 27 May 2009) on the implementation of JEREMIE in Bulgaria. The amended Framework Agreement and Funding Agreement were signed on 29 April 2010 and ratified with an Act (promulgated, SG, No. 43/8 June 2010). Renegotiation contributed for stricter control on the JEREMIE Holding Fund;

- The tranche of 199 million € for the implementation of JEREMIE was contributed pursuant to the Funding Agreement. The amount was transferred to the accumulation account of the Special Purpose Vehicle – the company “JEREMIE Bulgaria AD’ registered in the Commercial Register on 16 July 2010 (successful absorption of the allocated funds has been guaranteed in terms of complying to the N+3 Rule);

- The Investment Board of JEREMIE Bulgaria AD had its first meeting on 19 July 2010.  The call for expression of interest to select financial intermediaries for a venture capital fund was approved and the upcoming financial instruments were presented at the meeting;

-   Calls for expression of interest to select financial intermediaries that will receive resources from the JEREMIE Holding Fund to implement different types of financial instruments in Bulgaria were announced on 3 September 2010 and on 17 November 2010. 

Problem areas:

The delayed implementation of OPDCBE over the years remains a major problem, considering Bulgarian business’ needs and the effective progress achieved on the Programme at 31 December 2010 (disregarding the developments on JEREMIE). 

At 31 December 2010, the Programme registers high contracting (at 34.92% according to MA data) and payments (19.44% according to MA data) rates in nominal terms, but, disregarding in the analysis the financial flow under JEREMIE (199 million € or 17.1% of OPDCBE’s total budget), whose practical implementation has not started yet, Programme’s pace of implementation remains unsatisfactory and there is delay. 

Ignoring the progress on JEREMIE, it has to be noted that in 2010 the financial progress on OPDCBE is almost imperceptible. As little as 6 grant award contracts were signed, all under PA 5 “Technical Assistance”. The contracting rate total for the four priority axes exclusive of PA 3 (under which JEREMIE is implemented) registers negligible increase from 16.6% at 31 December 2009 to 17.8% at 31 December 2010. Concerning payments, the situation under these four priority axes is even worse – at 31 December 2009 absorption stood at 0.4%, increasing to the negligible 2.3% at 31 December 2010. By way of comparison, which is quite relative given the different specifics of the Operational Programmes and the nature of their beneficiaries, at 31 December 2010 the average contracting rate on the seven operational programmes is 36.72% and the payments rate is 10.01% - well above the indicators’ values for OPDCBE, leaving JEREMIE aside. 

The financial implementation of IAWP 2010 for OPDCBE is not sufficiently satisfactory (about 62%). Procedures for almost 409 million € (including under JEREMIE), were opened in 2010 against a target of about 665 million €. This financial performance is below the 7 OPs’ average which is 80.3%. 

The contracting forecast under LOTHAR is implemented at 63.5%, which is also below the desired level and on this indicator OPDCBE ranks last but one (ahead only of OPE) of all of the 7 Operational Programmes. The average implementation of the forecast for all Operational Progrtammes is 78%. 

Challenges to MA include a need to ensure adequate administrative capacity of IBs’ staff to enable them to duly comply with their increasing obligations for the effective implementation of OPDCBE in 2011.  

Recommendations:

CEAOEF welcomes the approach for continuous dialogue and consultations with the national business aiming to target better the grant schemes under the Programme. This approach should be sustained and applied in the current year. 

CEAOEF expects the series of corrective actions, undertaken by MA in 2010 in order to offset the significant delay accumulated under OPDCBE over the years, to produce tangible effects in 2010. There is strong commitment on the part of Ministry of Economy, Energy and Tourism’s (MEET) political leadership to further facilitate the procedures and speed up Programme’s implementation. Business’ interest in support from OPDCBE should not be allowed to decline as this would threaten Programme’s successful implementation and the achievement of its initial objectives. 

In the light of the foregoing, CEAOEF reiterates its recommendation from the Interim Report on the absorption of the EU funds in 2010 that accelerated measures need to be taken to further facilitate and speed up the procedures for the award of grants under the Programme and intensive information campaign targeted at potential beneficiaries should be conducted in view of the changes resulting from the streamlining of OPDCBE’s implementation.  

6. OPERATIONAL PROGRAMME “ADMINISTRATIVE CAPACITY” 2007 – 2013. (OPAC)
	Total budget (European financing and national co-financing)
	Cumulative financial progress

(01.01.2007-31.12.2010)
	Financial progress for the period 01.01.2010-31.12.2010

	
	Contracting (implementation, %)
	Payments (implementation, %)
	Contracting (implementation, %)
	Payments (implementation, %)

	180 789 087 €


	81 541 853 €

 (45.10 %)
	45 433 077 €

(25.13 %)


	11 151 121,24 €
 (6 %)


	7 079 777,39 €
(3 %)




Progress achieved:

Almost half or 45.10% of Programme’s budget is contracted at 31 December 2010 (data from UMIS), registering an increase of more than 5% on contracting in 2009. 

At 31.12.2010, actual payments under the Programme amount to 45.4 million € or 25.13% against 37.9 million (21%) at 31.12.2009, registering growth of 1.2 times over the past year.

In December alone, payments amount to 2 093 145 €. This is the highest amount on a monthly basis reimbursed to Programme’s beneficiaries from the beginning of 2010 and makes up one-fourth of total payments for the year. 

The Programme registers implementation of IAWP 2010 at 100% in terms of the grant award procedures planned and announced (12 procedures were opened). These rates are expected to persist in 2011, with 13 procedures at an indicative value of more than 33 million € planned in the IAWP 2011.

According to LOTHAR data, OPAC ranks among the programmes with very good/good implementation of the contracting forecast (above 55%). The program is a leader in terms of contracting and its implementation can be ranked as good.
Problem areas:

A major problem identified by the CEAOEF members during hearings is the underpublicity of OPAC project results which might cause citizens to think that Programme’s funds are not spent as appropriate.

Recommendations:

CEAOEF welcomes the amendments to OPAC’s Implementation Manual and Management and Control Systems. They will have effect on the important procedures concerning judicial system reforms, because 2011 offers to the administration the option to apply when they have project proposals in the pipeline.

CEAOEF upholds its recommendation that OPAC’s Management should draw on the experience of OPHRD’s MA in applying a synergy approach to the financing of projects for the ongoing state administration reform at times of financial and economic crisis (for example, electronic management, one-stop-shop services, mystery shoppers, streamlining the staffing of the administration, etc.)

7. OPERATIONAL PROGRAMME “TECHNICAL ASSISTANCE” 2007-2013 (OPTA)
	Total budget (European financing and national co-financing)
	Cumulative financial progress

(01.01.2007-31.12.2010)
	Financial progress for the period 01.01.2010-31.12.2010

	
	Contracting (implementation, %)
	Payments (implementation, %)
	Contracting (implementation, %)
	Contracting (implementation, %)

	56 819 427 €


	13 531 742 €

 (23.82 %)
	6 250 139 €

(11%)
	2 489 904 €
 (4%)
	3 149 223 €
(5%)


Progress achieved:

On 9 February 2010, EC issued a positive Compliance Assessment.

According to data from UMIS, at 31.12.2010 13.5 million € were contracted under OPTA, making up 23.82 % of Programme’s total budget.
In 2010, the Programme registers remarkable growth in payments: 127.24 % (more than two times) up on 2009 to a total of 6.3 million €. By way of comparison, at 31.12.2009 total payments under the Programme amounted to only 2.8 million €.

The commissioning of the public module of UMIS is assessed as a notable progress towards the achievement of a major objective of the Programme – the building of UMIS. On this indicator Bulgaria registers the highest volume of publicly available information of all Member States. 

CEAOEF welcomes the announcement of a direct grant procedure for the building and operation of 28 regional information centres. 
Problem areas:

Absorption under the Programme registers delay with no payments made under OPTA-funded projects in the period March – June 2010. It is reported that the delay is caused by the institutional change in Programme’s management consisting in the transfer of OPTA’s MA from MoF to the administration of CoM.

Recommendations:
In the context of the ongoing administrative reform and the increased provision of electronic services to citizens, CEAOEF recommends that a consideration be given to the possibility to submit project proposals and project reports under OP online. 
8. CROSS-BORDER COOEPRATION PROGRAMMES
Bulgaria participates in five bilateral CBC programmes for the period 2007 – 2013 – 2 along internal and 3 along external borders of the Union. 

CBC programmes along EU’s internal borders are financed from ERDF. They include: CBC Greece - Bulgaria (total budget - 130 277 598 €) and CBC Romania – Bulgaria (total budget - 262 003 541 €).

CBC programmes along EU’s external borders are financed from ERDF and from the Instrument for Pre-Accession Assistance (IPA). They include: Bulgaria – Turkey (total budget - 21 748 998 €), Bulgaria – Republic of Macedonia (total budget - 14 277 857 €), and Bulgaria - Serbia (total budget - 25 016 946 €). 
Progress achieved:

The problem areas of CBCs identified in CEAOEF’s 2010 Interim Report (obtaining positive compliance assessments and approval of Memoranda of Understanding) have been addressed to a large extent.

In 2010, EC issued positive compliance assessments for the CBC programmes along the internal and external borders of the Union (except for CBC Bulgaria – Serbia, assessment whereof is pending finalization in 2011)

The Memoranda of Understanding are at different levels of finalization; some of them have already been ratified by the National Assembly with an Act and have taken effect (CBC Romania – Bulgaria, Bulgaria – Macedonia and Bulgaria - Turkey). Contributive to the reported progress are the funds made available for national co-financing in the 2010 State Budget. 
Problem areas:

The delay accumulated as a result of the late issuing of the compliance assessments of the programmes is manifested in their low level of absorption which poses a risk to the achievement of the targets by the end of the programming period. With the exception of CBC Romania – Bulgaria where total payments stand at 2.4 million € at the end of 2010, the other programmes register payments only under the Technical Assistance priority axis. Similar is the situation in contracting – in 2010 contracts were concluded only under the Technical Assistance priority axis.

Major problem areas include: delayed reimbursements to beneficiaries from the European Regional Development Fund and a need to streamline the system of first-level control. Problems are posed also by some regulatory acts issued in relation to the management, spending and control of EU funds, because they are unilateral and cannot be applied to CBC programmes.

Some of the delay accumulated on CBC programmes along the external borders (Turkey, Greece) is caused by change/restructuring of programmes’ National Authorities. The impeded implementation of CBC programmes along the internal borders in 2010 is largely due to the complex political and economic situation in Romania and Greece.
Recommendations:

CEAOEF has regard to the fact that, given their small budgets, CBC programmes fail as yet to attract sufficient institutional attention and social energy at national and regional level in the partner countries, notwithstanding that their effect surpasses by times their budget because they eliminate borders and help to build up cross-border communities bearing the spirit of United Europe. 
Notwithstanding the notable delay, CEAOEF believes that in 2011 the implementation of CBC programmes, whose major objective is to contribute to regional cohesion and improved competitiveness in trans-border regions, will be stepped up. In that light, CEAOEF is willing to contribute to speeding up the ratification of the Memoranda of Understanding with Greece and Serbia after their submission to the National Assembly. In 2011, CEAOEF will continue to keep track of the implementation of CBC programmes and expects that in the current year the interface between the information systems for management of CBC programmes and UMIS will be completed towards better data exchange between the systems and hence greater transparency, publicity and reporting, as well as avoidance of double funding.
9. OPERATIONAL PROGRAMME “RURAL DEVELOPMENT” 2007-2013 (OPRD)
	Total budget (European financing and national co-financing)
	Cumulative financial progress

(01.01.2007-31.12.2010)
	Financial progress for the period 01.01.2010-31.12.2010

	
	Contracting (implementation, %)
	Payments (implementation, %)
	Contracting (implementation, %)
	Payments (implementation, %)

	3 241 938 392 €


	1 219 768 771 € (37 %)
	617 965 949 €

(19 %)
	484 732 647 €

(14 %)
	337 271 008 €

(10 %)


Progress achieved:

In 2010, the Rural Development Programme registers again the highest absorption level compared to the other programmes. At 31.12.2010, 37 % of OPRD’s budget is contracted and payments account for 19 % of OPRD’s total budget available for absorption. 

At December 2010, complements to direct payments account for 25% of total payments. By way of comparison, at December 2009 their share is 48.52 %.

Problem areas:
The large number of unprocessed applications remained a major problem of OPRD’s implementation in 2010. Notwithstanding the progress achieved problems and delays in the processing of applications and requests under Sub-measure 431-2 of Axis 4 LEADER persist. 

The administrative capacity of SFA-PA and MAF remains a problem area of OPRD’s implementation, although actions were taken to increase staffing levels. There is a need to focus on the new staff’s training with a view to improving their competence.  In the light of the decision to decentralize the evaluation and control of small projects under measure 112 “Establishment of Young Farmers and their Holdings” and measure 141 “Supporting Semi-Subsistence Farms”, the experts in the Regional Paying Agencies need to receive quality training in order to ensure adequate implementation of the measures be ensured and defend payments in the multitude of audit checks.
Throughout 2010, the beneficiaries continued to experience problems with accessing SFA officials. Lack of communication with authorized experts, delayed and imprecise instructions on the coordination of public procurement procedures bothered the beneficiaries in the implementation of their projects. Efforts to improve the communication with SFA-PA were taken not until the end of 2010 when the leadership of SFA was replaced.
Another major problem which impedes the progress on RDP is the late publication of the indicative annual programme. MA usually approves it in May which leaves less time to the beneficiaries to develop quality project proposals. Failure to observe the announced timeframes for acceptance of applications is also a factor causing problems. In many cases acceptance of applications for some measures either does not start at all or last-minute changes are made to acceptance dates.

Recommendations:

CEAOEF recommends that SFA’s initiative regarding beneficiaries’ access to authorized experts be implemented in practice and a functional mechanism to provide methodological assistance to the beneficiaries on project implementation be set up as this would lower significantly the risk of implementing projects incorrectly and would help to avoid the errors made under SAPARD.

CEAOEF recommends that the indicative annual programme for acceptance of applications for the different measures be published in good time and the timeframes for acceptance be observed.

10. OPERATIONAL PROGRAMME “FISHERIES SECTOR DEVELOPMENT” 2007-2013 (OPFSD)
	Total budget (European financing and national co-financing)
	Cumulative financial progress

(01.01.2007-31.12.2010)
	Financial progress for the period 01.01.2010-31.12.2010

	
	Contracting (implementation, %)
	Payments (implementation, %)
	Contracting (implementation, %)
	Payments (implementation, %)

	106 679 611 €
 
	9 509 437 € 

(8,91 %)
	3 859 031 €
(3,61 %)
	6 480 912 €
(6,07 %)
	3 677 839 €
(3,44 %)


Progress achieved:

At 31 December 2010, a total of about 9.5 million € were contracted under OPFSD, making up about 9% of Programme’s budget; 6.5 million € were contracted in 2010 alone, whereby contracting in the past year registered triple growth. 
At 31.12.2010, payments under the Programme total 3.9 million €, accounting for absorption level of 3.6 %. In 2010 alone, payments amounted to 3.7 million €, making up 95% of total grant payments over the period 2007 – 2010. By way of comparison, at 31 December 2009 payments amounted to only 181.2 thousand €, which means that over the past 12 months payments under OPFSD increased more than 18 times. 

Measures under all priority axes of the Programme were opened for acceptance of project proposals in 2010. Procedures for another 20.4 million € are scheduled for announcement in 2011.

In July 2010, the functions of an Audit Authority of OPFSD were transferred from MAF to AEUFEA, whereby EC’s recommendation for ensuring the financial independence of the bodies involved in Operational Programme’s implementation was fulfilled. 

On 22 December 2010 EC’s Directorate General for Maritime Affairs and Fisheries issued a positive compliance assessment for the Programme. The first interim payment request under OPFSD was processed. 

The beneficiaries of OPFSD (small and medium-sized enterprises) were granted facilitated access to finance through the guarantee scheme established at the Bulgarian Development Bank (BDB) whereby preconditions for stepping up absorption under the Programme have been created. 

Development of the subordinate implementing legislation for all of the OP measures was completed in 2010. The data exchange interface built between the Programme’s information system and UMIS can be given positive assessment as it aims to achieve greater coordination in the work of the structures engaged in OPFSD’s execution and the bodies implementing SCF in Bulgaria. 
Problem areas:

In the course of OPFSD’s implementation MA has identified as a problem of Programme’s execution and management the difficulties that grant applicants encounter in securing the required co-financing, which prevent some of them form starting the implementation of their projects. This problem was largely overcome by the agreement signed between OPFSD’s MA and the National Guarantee Fund at the Bulgarian Development which kicked off the guarantee scheme facilitating the access of small and medium-sized enterprises to finance.

Recommendations:

CEAOEF commends the team of the Executive Agency of Fisheries and Aquaculture for their efforts to address the accumulated delay in the establishment of Programme’s management and control systems, for the transfer of OPFSD’s Audit Authority to the structure of MoF, and for the resultant positive compliance assessment of the Programme issued by EC.

Furthermore, considering that the financial perspective is at an advanced phase and the absorption level of the Programme is low (at less than 4%), CEAOEF believes that Programme’s implementation will be stepped up in the future.

In that light it is essential to programme correctly the interventions to be announced in the remaining period of implementation of the Programme and to concentrate on those of them which are most likely to arouse the interest of a large number of beneficiaries. 

CEAOEF also appeals for making better use of Programme’s technical assistance allocations by expanding the range of activities eligible for technical assistance. This would make it possible to attract external expertise in support of Programme’s MA, in particular for evaluation of the economic viability of investment project proposals.

Considering the tight time limits for interim evaluation of the Programme (by June 2011) CEAOEF hopes that the procedure for selection of an independent evaluator announced in December 2010 will be implemented on schedule.

CEAOEF welcomes OPFSD MA’s efforts to facilitate through the National Guarantee Fund at BDB the access to finance of SMEs applying under OPFSD. In that light, CEAOEF supports EC’s recommendation that the Bulgarian authorities should consider the possibility for extending bank loans to beneficiaries at lower interest rates and topping up the difference from the Guarantee Fund. This will help to invigorate investors’ interest in the Programme as they will be able to take cheaper loans, while the stability of the commercial banks extending loans to Programme’s beneficiaries will not be threatened. 

OTHER PROGRAMMES AND INSTRUMENTS PROVIDING FINANCIAL ASSISTANCE TO BULGARIA
11. THE SCHENGEN FACILITY
	Budget for preparing to implement the Schengen acquis – Schengen part
	Financial progress at 31 December 2010

	
	Contracting 
(implementation, %)
	Payments

	129.64 million €
	129.64 million € 

(100 %)
	129.64 million €
(100 %)


Progress achieved:

In consequence of the strong measures taken to step up the contracting process, at 31 March 2010 the budget of 129.64 million € exclusive of VAT allocated to the Schengen Facility was contracted at 100%, with some 49 million € exclusive of VAT contracted within the extension of the contracting period. 

In keeping with Commission Decision С (2007) 1417 which sets the end of 2010 as a deadline for payments under EU-funded contracts signed within the Schengen Facility, at 31 December 2010 payments for completed contracts totaled 129.64 million €. This amount represents the total contracted amount less penalties and delayed performance payments and less the value of the contracts signed and financed in accordance with Annex No. 1 to DCoM No. 17/15.02.2010 but pending completion after the end of 2010. Thus, at 31.12.2010 payments are also fulfilled at 100%. 
12. FINANCIAL MECHANISM OF THE EUROPEAN ECONOMIC AREA (EEAFM)) 

	Total budget
	Cumulative financial progress


	
	Contracting (implementation, %)
	Payments 

	      19.8 million € 
	19.8 million € 

(100 %)
	3.94 million €

(19 %)


Progress achieved:

Implementation contracts have been signed for all projects approved for funding from EEAFM. Closing of activities is scheduled for 30.04.2011. 
With a view to support beneficiaries’ operations and make up for the delay registered on some projects, in August 2010 IA of EEAFM prepared an initial risk analysis, identifying some 30% of high-risk projects.  In consequence of the prompt actions taken by the National Focal Point (NFP) and IA of EEAFM to streamline project activities and of the joint monthly meetings with the project implementation teams, the analysis conducted at the end of December established that high-risk projects were reduced to less than 20%, which means that the interventions have been to the point. 
Problem areas:

In consequence of the conducted on-the-spot checks, the Implementing Agency of EEAFM established that the repair and/or restoration activities under some of the projects had not actually started.
The delay in the processing of documents for EEAFM projects is due to the fact that programme’s scope is largely beyond the competence of the Ministry of Education, Youth and Science (MEYS), hence additional efforts are needed to attract adequate external expertise which should ensure the required levels of competence in implementing the monitoring, control and reporting processes in accordance with management and control system requirements.
13. NORWEGIAN COOPERATION PROGRAMME (NCP)

	Total budget
	Cumulative financial progress

	
	Contracting (implementation, %) 
	Payments 

	20 000 000 €
	18 300 000 €
(91%)
	9 593 207 €
(47%)


Progress achieved:

A total of 24 individual projects at an aggregate value of 17 983 354 € were approved by the contracting deadline. Approved were also 16 project development projects (totalling 303 180 €) and 9 travel support projects (totalling 13 466 €). 

Grant agreements were concluded between Innovation Norway and the beneficiaries for all of the 24 individual projects.

Problem areas:

Problems were encountered with the co-financing from beneficiaries that are not public institutions. Some delay was accumulated in the implementation of projects as a result of the changes introduced in Programme’s management and control framework. 

14. TRANSITION FACILITY (TF)
	Total budget
	Contracting 
(implementation,%)
	Payments
(implementation, %)

	33.294 million €
	23.417 million € 

(70.3 % of total budget)
	18.049 million €

(54.2% of total budget)


Progress achieved:

Seventy-three contracts totaling 23.417 million € (70.3% of allocations to TF) were concluded by the contracting deadline (15 December 2009). 

The deadline for implementation of contracts is set at 15 December 2010. According to the Ministry of Finance, all of the 73 contracts were completed successfully and all mandatory deliverables were delivered. Serious implementation problems were not registered.  

The deadline for payments is set at 15 December 2011. Over the review period, absorption registered growth at 89.2%. At 31 December 2010, payments stand at 18.049 million €, making up 54.2% of TF’s initial budget or 77.1% of contracted amounts. By way of comparison, at 31 December 2009 payments are almost twice less in amount, at 9.538 million€ (28.6% of the initial budget or 40.7% of contracted amounts). 

THE EU PRE-ACCESSION PROGRAMMES AS A SOURCE OF FINANCIAL ASSITANCE TO BULGARIA  
As the final completion of the pre-accession programmes approaches, CEAOEF calls upon all programme management and implementation structures to submit aggregate analyses of the programmes’ performance over the years, the problems identified and the actions taken to address them. The broader strategic perspective will make possible a comprehensive evaluation of the implementation and the real effect of the pre-accession programmes in Bulgaria, which are aimed at supporting the country to consolidate the socio-economic reform and to prepare for absorption of the assistance under the SCF in the period 2007 – 2013.
A review of the achievements over the 10 years of programmes’ implementation as well as an outline of omissions and weaknesses needs to be made as a necessary step towards formulating the future priority areas for which European funding will be solicited.
In that light, CEAOEF urges that the valuable experience and administrative capacity accumulated under the programmes be sustained and made use of after their completion.
15. PHARE
	Total budget
	Contracting 
(implementation, %)
	Payments

	1.756 billion €
	1.348 billion  € 

(77 %)
	1.166 billion €

(66 %)


Progress achieved:

All PHARE projects were closed on 30 April 2010. 

The deadline for making payments on PHARE 2006 projects was set at 30 November 2010. 
According to MoF’s National Fund Directorate, at 31 December 2010 payments under PHARE 1998-2006 exceed 1 166 million €, registering growth at more than 2.1 million € on the previous year.

The PHARE contracting level approximated 77 % (about 1 348 million € were contracted out of a total budget of nearly 1 756 million €). Payments account for about 87 % of contracted amounts or more than 66 % of the total budget of PHARE 1998-2006.  
16. SAPARD
	Total budget 
	Contracting 
(implementation, %)
	Payments

	1.755 billion €
	724 098 001  € 

(77 %)
	450 457 443 €

(66 %)


Progress achieved:

A total of 3 509 projects were approved and contracted throughout SAPARD’s implementation period (2001 – 2009). Available subsidy makes up 724 098 001.53 €. Payments under the Programme amount to 450 457 442.90 €. 

Problem areas:

Out of the 28 SAPARD projects identified as problematic at the end of 2010, projects on which payments are not made because of ongoing checks by the competent authorities are 25 in number and the total subsidy for these investments makes up 10 665 509.27 €. 

EC has made financial corrections to settle the accounts of SAPARD Agency for 2007. The amount ineligible for reimbursement by the Community is determined at 6 451 292.03 €евро. On the other hand, the position of SF Agriculture is that the financial correction should be determined at 1 622 746.21 €. It is supported with information on every beneficiary in electronic form and with copies of documents enclosed to the submitted payment requests and reflecting the information presented.

Recommendations:

CEAOEF recommends to SF Agriculture to take urgent steps to pay the subsidy as soon as the competent authorities close the proceedings with a decision in favor of the beneficiaries.

17. ISPA
	Total budget
	Cumulative financial progress

	Financial progress for the period 01.01.2010-30.06.2010 

	
	Contracting 
	Payments 
	Contracting
	Payments

	1.692 billion €

	1.519 billion €
(90%)
	1.069 billion €
(63 %)
	237 million €

(14%) 
	395.6 million €
(23%)


Progress achieved:

Payments under ISPA (total budget of 1.692 billion €) from the beginning of Programme’s implementation till 31.12.2010 make up approximately 1.069 billion €, accounting for 70 % of contracted amounts and 63 % of the total funding available from the Programme.

Over the 10 years of Programme’s implementation, 1/3 of the payments were made in the past year alone (396 million € in 2010).

1.519 billion € of the total ISPA/Cohesion Fund budget (Regulation 1164/94) were contracted at 31 December 2010, accounting for a contracting rate of 90%.

According to Ministry of Finance data, at 31 December 2010, of 40 projects (11 in sector “Transport”, 25 in sector “Environment” and 4 under horizontal measures) co-financed from the Cohesion Fund (Regulation 1164/94), 6 are officially closed and 2 are pending final payment from EC. Of the remaining 32 projects, 17 have reached the threshold for advance and interim payments laid down in the Financial Memoranda, which is set at 80 or 90 % depending on the Memorandum’s nature.

In view of Programme’s closure and considering the risk of failure to complete some of the projects on schedule, in 2010 Bulgaria sent to EC 17 requests for extension of the deadline for eligibility of expenditure under the Financial Memoranda for projects approved by EC after 2004 (and for those approved at the end of December 2003 and signed by Bulgaria in early 2004). 

At its 7th meeting, the ex-ISPA Monitoring Committee took a decision to extend the deadline for implementation of two of the risk-bearing ISPA projects – for the reconstruction and electrification of Plovdiv – Svilengrad railway line and for the Sofia city integrated water sector project, and continue their execution post 2010 under OPT and OPE.

Projects in sector “Environment” managed by MEW
According to MEW, at 31 December 2010 concluded contracts total 545.6 million € in value and payments make up 341.6 million €, accounting for 62.6 % of contracted amounts.
2010 saw the commissioning of the urban wastewater treatment plants (UWTP) of Lovech, Balchik, Popovo and the water supply and sewerage networks of Kyustendil, Varna and Gorna Oriahovitsa.
The municipalities have developed a number of infrastructure projects in the water and waste sectors which enables them to apply for funding from OPE for building of the infrastructure.
Optimistic, pessimistic and realistic scenarios (with corresponding presentation in financial terms) have been developed for the projects in sector “Environment”, subject to EC’s decision to extend the deadlines under the Financial Memoranda, which makes it possible to forecast and plan the necessary financial resource from the national budget for completion of the projects. 
Projects in sector “Environment” managed by MRDPW
According to data from the Ministry, at 31 December 2010 payments under the ISPA measures managed by MRDPW’s European Infrastructure Projects Directorate (projects totaling 132.7 million € in value under the Financial Memoranda) make up 117 million €, accounting for 84 % of contracted amounts. The projects are with a high degree of implementation, except for the Ruse integrated water project for which an extension of the Financial Memorandum’s validity till the end of 2011 was requested in July 2010 on account of delayed implementation of some of the project components (construction of the sewerage system and the UWTP). EC’s decision is pending.
Projects in sector “Transport” managed by MTITC
A positive development in 2010 is the making up for the serious delay accumulated in previous years on project 2001/BG/16/P/PT/004.01 “Construction of Ljulin Motorway – Sofia Ring Road to Daskalovo Junction”. A number of actions to speed up construction were undertaken and at the end of 2010 a notable portion of the construction works was completed. Project’s completion and commissioning is scheduled for May 2011. 

EC has given its consent in principle for extension of the deadline for eligibility of expenditure of project 2004/BG/16/P/PT/005 “Construction of Danube Bridge II at Vidin – Kalafat” till 31 December 2012. MA has made forecasts for full absorption of the financial assistance allocated to the project by the new deadline and the proposal for amendments to the Financial Memorandum was submitted to EC on 15 November 2010. Comments on the amendments to the Memorandum were received on 21 December 2010 and MA is working on their integration. A revised request for amendments to the Memorandum will be submitted to EC by the end of January 2011. EC’s approval is pending in early 2011.
The deadline for eligibility of expenditure under project 2001/BG/16/P/PT/003 “Reconstruction and Electrification of Plovdiv – Svilengrad Railway Line” is set at 31.12.2010 and EC will not extend it. The project completion strategy is based on transfer of ex-ISPA activities to OPT with a view to completing the project and achieving its objectives with funds from the Operational Programme.  The application form for the new project was submitted to EC on 1 December 2010 and on 14 December 2010 it was accepted as eligible for examination. Its approval in substance is pending in early 2011. A reasoned proposal for amendments to the scope of the ex-ISPA Financial Memorandum was submitted to EC’s services on 15 November 2010 and its approval is expected in early 2011. The changes to the Memorandum’s scope aim to achieve full absorption of the ex-ISPA funds for the project at 31 December 2010. The absorption will be accepted as eligible provided that the Bulgarian side achieves functional completion of the sections under Phase 1 and Phase 2 (up to Dimitrovgrad) by the end of 2011.

Problem areas:

The major reasons for the delay registered on the implementation of the projects financed from the Cohesion Fund (Regulation 1164/94) include – repeated organization of public procurement procedures for selection of contractors; appealing of some procedures which delays the singing and implementation of contracts; delayed construction works through contactor’s fault, as well as other objective reasons which impede the construction process.

In the beginning of November 2010, EC notified the Bulgarian authorities that for 3 of the requests for amendments to the Financial Memorandums concerning Technical Assistance for Road Projects, Technical Assistance for Railway Projects and Technical Assistance for Vidin – Sofia it cannot grant extension of the deadline for eligibility of expenditure post 31.12.2010. EC’s official opinion/decision for the remaining 14 requests is pending. EC’s positive opinion is essential with a view to minimizing the risk of having to finance projects’ completion form the state budget.

Recommendations:

The efforts of ex-ISPA’s MA should remain focused on the key projects in the sectors “Environment ” and “Transport”, including Plovdiv – Svilengrad railway line, Ljuilin Motorway, Danube Bridge II, the desulphurization plants at units 5 and 6 at Maritsa East 2 TPP. In that light, consistent efforts are needed to strengthen the capacity of the major project beneficiaries in sector “Transport” – RIA and NRIC.

III.  CEAOEF’S VISION OF FUTURE ACTIVITIES IN 2011 CONCERNING THE OVERSIGHT OF EUROPEAN FUNDS
· Consistent parliamentary oversight on the management of EU funds in Bulgaria
CEAOEF will continue to keep track of the development and management of European funds in Bulgaria and will readily provide the necessary assistance towards successful implementation of the different programmes nationally. The Committee will sustain the practice of regular hearings of members of the Executive engaged in the management, control and coordination of the processes associated with the different funding sources and will make vigorous efforts to assist the structures of the state administration within the scope of its functions and powers. 

The Committee will maintain the dialogue with the Minister of EU Funds Management and the Managing Authorities and the transparent and effective information exchange with the different administrative units.   

CEAOEF will strive to give, if necessary, early warning of possible omissions or identified weaknesses of the national system for management of EU funds.
The next Interim Report of CEAOEF on the absorption of EU funds in the Republic of Bulgaria will be prepared in July 2011 and will cover the period 1 January 2011 – 30 June 2011. 

· Recommendations to streamline the management and monitoring of EU funds
CEAOEF will continue to issue recommendations for streamlining the management and monitoring of EU funds. Recommendations in the present report include:

· Unification of project application and project reporting documents;

· Reduce and facilitate red tape project reporting procedures. Online project application and reporting options;

· Greater focus on the implementation of activities than on the forms of their reporting;

· Improved synchronization of the information on the financial implementation of the operational programmes co-financed from SCF generated by the different information sources (UMIS, Certifying Authority and Managing Authority reports);

· Enhance the administrative capacity and reduce the turnover of qualified staff in MA/IB at central as well as at local level;

· Improve the regulatory framework for absorption of EU funds – possible unification.
· Legislative initiatives to improve the regulatory framework for management of EU funds 

CEAOEF welcomes the ideas to further streamline and step up the procedures for absorption of EU funds and will readily provide the necessary assistance for future legislative initiatives along these lines. In that light, in 2010 CEAOEF studied the practice in the 27 Member States concerning the regulation of EU funds management, with focus on the experience of the Member States having special laws on European Funds (Greece, Denmark, Estonia, Latvia, Slovakia, Finland, Sweden), including on the scope and the major characteristics of the regulations.  In support of the need to unify the exisitng national subordinate legislation on the management of EU funds, CEAOEF prepares a SWOT analysis on the eventual adoption of a law on EU funds. By taking steps to analyze the opportunities for more efficient regulation of the matter concerning EU funds management in Bulgaria, CEAOEF signals its readiness to take part in the discussion and drafting of a Law on the Management of EU Funds.
· Participation in the debate on the future of the Cohesion Policy post 2013

CEAOEF will follow closely Bulgaria’s preparation for participation in the next Cohesion Policy programming period (2014 – 2020) and will support an active dialogue on topical issues also in the Public Consultations Council. CEAOEF identifies the following priority tasks of Bulgaria in relation to the future of the regional policy and the structural instruments post 2013:

· Concentrate European and national resources on a small number of priorities agreeing with Bulgaria’s specific needs and reflecting Europe 2020’s requirements, with a view to achieving greater effect;

· For each chosen priority Bulgaria should prepare in the beginning of the programming period clear and measurable targets and indicators to be used for assessment of the progress;

· A stable macroeconomic environment and a sound institutional framework will be essential for receiving assistance from the structural funds; 

· Guiding structural funds towards achievement of visible results that change the life of citizens;

· Active participation in the discussions on applying conditionality of assistance from the structural funds. 

Concerning the debate on the future of the Cohesion Policy, CEAOEF thinks that there is a need to provide for joint participation of national representatives and CEAOEF experts in thematic meetings on the prioritization of national policies in the next programming period 2014-2020. Initiatives along these lines will be envisaged within the Public Consultations Council in cooperation with members of the Executive.

· Bulgaria’s joining the Schengen Area
Concerning the Schengen Instrument, in 2011 CEAOEF will continue to keep close track of the last activities on its finalization – monitoring and audit in line with undertaken commitments, preparing and submitting the necessary information for the final report on implementation to be delivered to EC in June 2011. As the Schengen Instrument is part of Bulgaria’s strategic priority for joining the Schengen Area, its successful financial implementation is an essential precondition for a political decision on country’s accession to Schengen by the end of 2011. 
CEAOEF calls for mobilization of every effort to eliminate omissions and address identified problems with a view to fulfilling the technical criteria by March 2011. 
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