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INTRODUCTION

Although Prague ranks among the most advanced EU regions, it has the possibility to draw financial resources from the EU Structural Funds. The assistance from the Structural Funds granted to the City of Prague in the period from 2004 to 2006 for the revitalisation of urban environment and increasing competitiveness of the City of Prague in the selected area of the city is covered by Objective 2, namely the Single Programming Document for Objective 2 of the Cohesion Region Prague for the period 2004 – 2006 (hereinafter referred to as the “SPD Obj.2“). 

The SPD Obj. 2 Programme offers a total of EUR 142,590,800 to the City of Prague, city boroughs, non-governmental non-profit organisations, science and research institutes, education institutions but also to entrepreneurs and other beneficiaries. 

The Annual Implementation Report is the key document on the implementation of programmes financed from the Structural Funds.  It is the fundamental tool for monitoring the progress and development of programmes and forms the basis for effective communication between the Managing Authority and the European Commission during the annual reviews. The aim of such reviews is to analyse the main results achieved in the given year and to outline possibilities for better utilisation of the Structural Funds. 

Details on the SPD Obj. 2 development in 2007 and results achieved in that year form the content of this already fourth Annual Report, drawn up by the SPD Obj. 2 Managing Authority in cooperation with other actors under the programme.

After 2004, which was mainly the year of setting up the system, launching the programme and intensive information campaign, and after 2005, which was the year of gaining first experience with project implementation and seeking ways to increase the absorption capacity, the 2006 was an important year for the SPD Obj. 2 in which it was necessary to draw funds allocated to 2004 and to comply with the N+2 rule. 

This already fourth annual implementation report contains details on the development and results of the SPD Obj. 2 in 2007 which was, above all, the year of winding up the implementation and refunding the projects. The real absorption of the Structural Funds speeded up and so the programme developed towards a full absorption of its allocation. The total amount already paid out to successful applicants as of 31 Dec 2007 exceeded € 95 mil. (66.9% of the total allocation for 2004-2006). An important fact was also the achievement of the N+2 targets for the 2005 allocation. 

Before the Annual Report is submitted to the European Commission, the SPD Obj. 2 Monitoring Committee shall approve its full wording. If the Annual Report is found admissible by the European Commission, it will be possible for the implementation of the SPD Obj.2 to continue without any negative impact on the payment of expenditure.
Definition of terms used
1. Definition of terms used in the SMT
IP = individual project – a project not covered by a grant scheme, the applicant receives the assistance directly. The final beneficiary is identical with the final recipient of the support.

AS = aid scheme (as a whole) – under sub-measure 2.2.1
FB = final beneficiary – a public or a private entity responsible for awarding contracts under the operations. The final beneficiaries under the aid schemes in the SPD Obj. 2 are the City of Prague, in other cases the final beneficiaries are identical with final recipients.
FR = final recipient – an entity which receives the grant from the Structural Funds and which implements the project.

	Definition of terms used in the Standard Monitoring Table (SMT) and used to describe priorities and measures

	Total budget 04-06 (EU + national)

	Allocated funds for the whole programming period (2004-2006) from the EU and national sources (state budget, City of Prague and borroughs budgets) i.e. without private co-financing. 
Currency: euro, exchange rate CZK 31.77 per 1 EUR (the funds were allocated to the programme at this rate). 

	Projects under examination (number)

The number of IPs and ASs that are being appraised and selected – no contract has been signed for them or decision on providing a grant issued and they have not been rejected. 

	The budget of projects under examination 

	The funding requested in the electronic grant applications is uploaded.

Currency: euro, using the exchange rate valid in the month the SMT is generated – as of 31 Dec 2007 the rate was CZK 26.380 per euro. This rate applies to all subsequent columns except Certified Expenditure

	Rejected projects (number)
Number of rejected projects before the contract is signed /Decision is issued.

	Approved projects (number)

All IPs and ASs where the project financing has been bindingly confirmed (legal document) – i.e. projects and actions with a contract signed /decision on providing a grant issued.

This includes cumulatively all subsequent data 

	Budget of approved projects  

This includes the funding of projects where financing has been bindingly confirmed (a legal document) – i.e. projects and actions with a contract signed / decision on providing a grant issued.

	Contracted projects (number)

IPs with at least one closed tender (a contract with a supplier).

ASs  – number of actions of final recipients who have contracts concluded with the final beneficiary (relationship between FR and FB)

	Budget of contracted projects
Contracted prices from all closed tenders (allocation procedures) under IPs.

Funds contracted between the city of prague and the entrepreneurs – natural persons and legal entities as action holders.

	Realised expenditure 

Public expenditure paid to the final beneficiary/ final recipient, or expenditure paid by the final beneficiary /final recipient where the final beneficiary/final recipient is a public body. 

This includes IPs and actions.

	Certified expenditure

	Expenditure of IPs and actions authorised by the MA and certified by the PA.

Currency: euro, the exchange rate is from the month when the relevant SF payment was accounted for in the IS Viola (pa)


2. Definition of terms used in monitoring indicators
Value for all projects in positive stages – the value is the sum of the planned values in unfinished projects in positive stages (in the IS Monit the positive projects are from stage 29 up to 83, excluding the substitute projects) and of values in implemented projects.
Value for completed projects – the final achieved value of projects with completed implementation or financing (in the IS Monit – the positive projects from stage 89).
The MI values are quantified for the output and result indicators. The impact indicators will be quantified in analyses drawn up upon the programme winding-up and for that reason they are not mentioned in the monitoring indicator tables in the annual report.

1 Changes in the general conditions, important for programme implementation

1.1 A brief description of the programme, aims and strategies

The Single Programming Document for Objective 2 of the cohesion region Prague fulfils the main purpose of Objective 2, i.e. „support towards economic conversion of regions facing structural difficulties“. The assistance from the European Structural Funds for the Single Programming Document is provided from the European Regional Development Fund (ERDF).

The main objective of the SPD Obj. 2 is to remove the most serious weaknesses and the development barriers of the region in selected territories of support, mainly by improving the urban environment and by enhancing the potential of the City so that Prague is able to fulfil the expected role of a dynamic Capital of an EU member state. 

The global objective of the SPD Obj. 2 is “to increase the competitiveness of the City of Prague by improving the use of the urban territory and by enhancing the innovative functions of the business environment and human resources”. 

Global objective and specific aims of SPD 2
	Global objective
	Increasing the competitiveness of the City of Prague

	Specific aims


	· To revitalise areas which jeopardize the development of the whole city by their low urban quality 

· To improve the urban infrastructure in the most threatened parts of the city 

· To achieve a more balanced use of the urban space 

· To create conditions for ensuring social cohesion

· To ensure a good accessibility of work, services and public facilities 

· To ensure optimal conditions for the development of the City and business environment

· To support strategic services for the information society development

· To develop forms of partnership by using the potential of science and research

· To improve the business environment mainly for SMEs


The SPD Obj. 2 Prague priorities are set so that the specific aims can be achieved and the key problems of the cohesion region can be addressed.

The SPD Obj. 2 strategy respects five horizontal principles:

· Information society 

· Sustainable development 

· Equal opportunities 

· Labour market 

· Social integration 

Based on the strategic objectives and horizontal principles, the SPD Obj. 2 has 3 priorities (a strategy adopted within the programme), divided into 8 measures and 2 sub-measures. 

	Number of priority

Number of measure

Number of sub-measure
	Name of priority

Name of measure

Name of sub-measure

	Priority 1
	Revitalization and development of the urban environment

	Measure 1.1
	Transport systems enhancing the transformation of the urban environment

	Measure  1.2
	Regeneration of damaged and unsuitably used areas

	Measure  1.3
	Public infrastructure improving the quality of life mainly in housing estates

	Priority 2
	Creating conditions for future prosperity in selected territories

	Measure  2.1
	Improving the quality of partnership among the public and private, non-profit sector, science and research

	Measure  2.2
	Support for small and medium-sized enterprises; favourable business environment

	Sub-measure 2.2.1
	Aid schemes for the development of small and medium-sized enterprises (SMEs)

	Sub-measure 2.2.2
	Favourable business environment

	Measure  2.3
	Development of strategic services to support information society in Prague

	Priority 3
	Technical Assistance

	Measure 3.1
	Expenditure on direct programme management

	Measure 3.2
	Expenditure on technical support


Priorities and measures of SPD 2
1.2 Contextual analysis

1.2.1 The position of the SPD Obj. 2 within the structural assistance 

As the only cohesion region in the CR, the City of Prague does not meet the criteria for being included in Objective 1 and it draws the EU funding under Objectives 2 and 3 by means of single programming documents. The rest of the CR territory, i.e. the remaining 7 cohesion regions, meet the criteria for being included in the category of regions supported under Objective 1 and they draw EU funding through the Community Support Framework and its individual operational programmes.

The Community Support Framework is implemented through five operational programmes: 

1. Operational Programme Industry and Enterprise.

2. Operational Programme Infrastructure.

3. Operational Programme Human Resources Development.

4. Operational Programme Rural Development and Multi-purpose Agriculture.

5. Joint Regional Operational Programme.

Allocation of structural operations for the CR in the period 2004-2006 by areas of assistance (in EUR mil, current prices)

	
	2004-2006
	2004
	2005
	2006

	Cohesion Fund
	945.3
	316.9
	266.1
	362.3

	Average

	
	
	
	

	Structural Funds
	1 584.4
	381.5
	528.9
	674.0

	Objective 1   (13 Regions)
	1 454.3
	339.0
	485.5
	629.8

	Objective 2   (Prague)
	71.3
	23.3
	23.8
	24.2

	Objective 3   (Prague)
	58.8
	19.2
	19.6
	20.0

	Community Initiatives
	100.8
	28.6
	32.1
	40.1

	Interreg
	68.7
	21.0
	21.4
	26.3

	Equal
	32.1
	7.6
	10.7
	13.8

	Total structural operations
	2 630.5
	727.0
	827.1
	1 076.3


Source: European Commission, April 2003
By means of the Single Programming Document for Objective 2 of the NUTS 2 region Prague for the period 2004-2006 the cohesion region Prague applies for financial assistance towards selected projects from the European Regional Development Fund. The measures are designed to fulfil the main purpose of Objective 2, i.e. the “support of economic and social conversion of regions facing structural difficulties”. The SPD Obj. 2 is focused on removing the most serious weaknesses and development barriers of the selected boroughs (see figure Territories falling under Objective 2 in Prague 2004-2006), particularly by improving the quality of the urban environment and by developing the potential of the City so that Prague is able to fulfil its expected role of a dynamic Capital of a European Union member state. The priorities and measures of the programme comply with the objectives and priorities of the National Development Plan which was approved by the CR government as the basic strategic document for obtaining support from the European Structural Funds and the Cohesion Fund in the period 2004-2006.
Territories under Objective 2 in the Czech Republic in 2004-2006
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Territories falling under Objective 2 in Prague in 2004-2006
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Territories falling under Objective 2 are parts of the City of Prague which meet a number of conditions set by the European Commission. A binding criterion for the size of the selected territory is the limit share of 31% of the Capital inhabitants. The selected territories in Prague consist of 24 boroughs, i.e. 9 administrative districts (Prague 1, 8, 9, 12, 14, 15, 19, 20 and 21) whose total area is 201.9 km2 (i.e. 40.7% of the whole City).
1.2.2 Socio-economic Development of the Czech Republic

The analysis below is based on data for 2007 (where available) accessible in mid March 2008.

Economic development
In 2007, the positive economic development continued in the Czech Republic. The gross domestic product grew in constant prices by 6.5% year-on-year, which is a growth rate comparable to the previous two years (an increase by 0.1% against 2006). The GDP increase in current prices was 10.1% in 2007 against the previous year and reached CZK 3,557.7 bil.

Development of gross domestic product of the Czech Republic in 2000-2007

 SHAPE  \* MERGEFORMAT 



Source: CSO

The growth of economic performance is connected mainly with the increased gross added value (by 6.4%) which was ensured by the growing aggregate labour productivity and the rising total employment in the past year. On the side of sources (offer), the growing gross domestic product (gross added value) was caused mostly by the processing industry (year-on-year increase by 11.1%) and by trade, restaurants and transport sectors. On the contrary, a year-on-year decrease occurred in agriculture and the energy industry. On the side of demand, an important role was played by the generation of gross capital (year-on-year increase by 9.2%) and expenditure on final consumption (year-on-year growth by 4.2%), mainly in households and non-profit organisations. The positive balance of foreign trade also contributed to the total GDP growth. Surplus was achieved both in the balance of trade (+ CZK 117.5 bil.) and in the balance of income and expenditure for services (+ CZK 48.4 bil.).
The growth rate of the gross domestic product of the Czech Republic was approximately two and a half times higher than the average of the EU27 countries (Eurostat estimates the GDP growth in the EU 27 countries in the last quarter of last year by 2.6% year-on-year). Compared to the most important trading partners, the Czech Republic had a comparable GDP growth in the last quarter of last year with Poland (6.7%), a more dynamic economic growth appeared in Slovakia (8.3%), while the growth rate was notably slower in Germany (1.8%) and Hungary (0.6%).
Inflation and development of consumer prices
The average inflation rate expressed as an increase of the consumer price index reached in 2007 the value of 2.8%, which was 0.3 percentage points more than in 2006. Inflation went sharply up mainly in the last three months of last year.
Inflation rate expressed as an increase of the average annual consumer price index

 SHAPE  \* MERGEFORMAT 



Source: CSO

Note: The inflation rate expresses the percentage change in the average price level for 12 months of the year against the average price level for 12 months of the previous year. These averages are calculated from basic consumer price indices with the price base for December 2005 = 100.

A decisive influence on the growth of the year-on-year inflation came from the increased average level of consumer prices in the sections of food and non-alcoholic beverages, alcoholic beverages and tobacco (higher consumption tax impact) and housing (mainly prices of electricity and rent). On the contrary, prices noticeably decreased in the section of clothes and shoes.
Consumer price indices in 2007

	Section
	

	Total
	102,8 

	In that:
	

	Food and non-alcoholic beverages
	104,7 

	Alcoholic beverages, tobacco
	110,2 

	Clothing and footwear
	99,2 

	Housing, water, energy, fuel
	103,4 

	Furnishings, households equipment and maintenance
	99,9 

	Health
	103,6 

	Transport 
	100,4 

	Post and telecommunications
	100,0 

	Recreation and culture
	100,0 

	Education
	102,4 

	Restaurants and hotels
	102,8 

	Other goods and services
	102,1 


Source: CSO
Note: Average of the year 2006 = 100

The year-on-year growth of the harmonised consumer price index in the Czech Republic was 5.1% in November, i.e. above average compared to the values of the 27 EU member states (3.1%). In Slovakia, the prices grew in the same period by 2.3%, in Germany by 3.3%, the highest values out of the EU 27 were reached in Latvia (13.7%) and Bulgaria (10.6%).

The prices of industrial manufacturers rose on average in 2007 by 4.1% (against 1.6% in 2006). The prices were increased the most by agricultural producers – by 16.5% (against 1.1% in 2006). Thanks to the strengthening Czech crown, the import prices decreased in 2007 by 1% and, on the contrary, the export prices went up by 1.3%, which improved the terms of trade by 2.3%.

Balance of payment and economic balance
In 2007, foreign trade showed a high rate of growth in import and export. Export grew year-on-year by 15.0% (to CZK 2,466.1 bil.), import increased against the previous year by 13.1% (to CZK 2,380.0 bil.). The foreign trade surplus reached in 2007 the value of CZK 86.1 bil., which was more than a double of the 2006 value. The results of foreign trade in 2007 can be therefore considered the best since the independent Czech Republic was established in 1993. The foreign trade development in the Czech Republic was also, compared to the EU 27 countries, more favourable. From January till October 2007, the EU 27 export grew year-on-year by 6.5% and import by 5.7%. The Czech Republic as the only one of the new EU member states showed a positive balance of foreign trade.
Development of the foreign trade balance in the Czech Republic in 2000-2007

 SHAPE  \* MERGEFORMAT 



Source: CSO

Note: data in current prices

The surplus of trade balance with the EU 27 countries improved, on the contrary, the foreign trade was in deficit with countries outside the EU. The total trade balance was influenced the most positively by export of machinery and transport vehicles whose share in the total export grew from 53.2% to 54.0%.
The positive balance of foreign trade was affected in 2007 by the continuing growth of industrial production, by inflow of foreign investments mainly into the processing industry, by favourable development of the terms of trade and by economic growth in the European Union states.

The labour market
According to the statistics based on a labour force sample survey, the employment rate of the 15-64 year-olds grew between 2006 and 2007 from 65.3% to 66.1%. The economic activity rate of the 15-64 year-olds decreased year-on-year, however, by 0.6 percentage points from 70.4% in 2006 to 69.8% in 2007. The higher employment is caused partly by the concurrent employment of the strong after-the-war cohorts and the cohorts from mid 1970s along with the gradually growing retirement age. Employment in the primary sector (agriculture, forestry and fishery) has decreased, while in the secondary sector (industry, construction) and the tertiary sector (all sectors of services including transport) employment grew. Compared to the EU countries, the representation of the secondary sphere in the composition of the CR employment is above average, the share of the tertiary sphere stays below average, however.
Employment and economic activity rates of 15-64 year-olds in 2000-2007
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Source: CSO, labour force sample survey

The favourable economic development reflects in the continuously decreasing unemployment rate. In 2007, the registered unemployment rate decreased even more significantly against the previous year (based on the job applicants registered in labour offices) from 7.4% in 2006 (4Q) to 5.8% in 2007 (4Q).
Registered unemployment rate in 2004-2007
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Source: CSO

Note: the registered unemployment rate is calculated as the share of unplaced job applicants registered in labour offices (source of the Ministry of Labour and Social Affairs of the CR) and the labour force. The data take into account the methodical change from the 3rd quarter of 2004.

The total employment growth and the lower number of the unemployed have reflected in the relatively strong decrease of the general unemployment rate of the 15-64 year-olds measured according to the ILO methodology. The general unemployment rate decreased on average from 6.6% in 2006 (4Q) to 4.9% in 2007 (4Q). An extraordinarily high share of the long-term unemployed is in the group of unemployed with basic education (65.1% of all the unemployed with basic education), in the group of unemployed people with secondary education without the school-leaving exam (apprentices) it is nearly a half of all the unemployed (46.2%). The total number of the persons unemployed for more than 4 years decreased by 8.7 thousand to 49.5 thousand (19.6% of the total number of the unemployed). The general unemployment rate in the Czech Republic has been lower in the long term than the EU 27 average or the average of the eurozone countries.
Productivity of labour and wages
The average gross monthly nominal wage reached CZK 21,692 in 2007. Compared to 2006 it grew by CZK 1,485, i.e. by 7.3%. Given the growth in consumer prices by 2.8%, the real gross monthly wage increased in the reported year only by 4.4%. In the year-on-year comparison, wages grew more intensively in the business sphere where they increased by 7.5% to CZK 21,853, while in the non-business sphere only by 6.7% to CZK 21,117 (the real wage grew in the business sphere by 4.6%, in the non-business sphere by 3.8%). In terms of the sectors under the Sectoral Classification of Economic Activities
, in 2007 the highest nominal average wages were reached in the IT sector (CZK 47,161), on the contrary the lowest nominal average wage was identified in the sector of textiles and textile products manufacturing (CZK 14,965).

In 2007, the productivity of labour continued to grow at a rate comparable to last year. The year-on-year growth of aggregate labour productivity reached 4.5% last year (i.e. by 0.1% less than in 2006).
Development of the average gross monthly wage and productivity of labour in the CR in 2000-2007
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Source: CSO

Notes: Gross monthly wage of natural persons. Aggregate labour productivity measured as a ratio of the GDP (in 2000 prices) and total employment according to national accounts.

Indices of wages and productivity of labour – comparable period of the previous year = 100.

The population development
In 2007, over 114.5 thousand children were born in the Czech Republic, which is approximately by 8,800 more compared to the same period of the previous year. The birth rate grew against 2006 and fits into the context of development in the last several years when the number of children born was gradually growing. Nevertheless, the total fertility in the Czech Republic remains low (in 2007 it reached 1.42 children per woman in reproductive age).
The death rate remains at a level comparable to the end of 2006 and so the long-term trend of a decreasing death rate, started in late 1980s, continues. Thanks to a higher number of live births and lower number of deaths, the natural increase reached nearly 10 thousand inhabitants at the end of 2007, i.e. by roughly 8,500 inhabitants more than in the previous year. The Czech Republic confirmed the trend of natural population growth started in 2006.

In the first to fourth quarter of 2007, the population of the Czech Republic grew mainly thanks to foreign migration. The migration balance surplus was nearly 84 thousand persons (see table below), which is nearly twice as many as in the comparable period of 2006. Foreign migration therefore remains to be the decisive component of the population growth in the Czech Republic. The most citizens came here, same as last year, from Ukraine, from Slovakia and from Vietnam.
The total population increase significantly exceeded the previous year’s increase (by nearly 58 thousand) and was the highest since the foundation of the CR in 1993.

Population change in the Czech Republic in 2007 (preliminary data)

	2007 
	Absolute numbers
	Number per 1 000 inhabitants

	Live births
	114 632
	11,1

	Deaths
	104 636
	10,2

	Immigrants
	104 445
	10,1

	Emigrants
	20 500
	2,0

	Natural increase
	9 996
	1,0

	Increase through migration 
	83 945
	8,1

	Total increase
	93 941
	9,1

	Population balance
	10 322 689
	-


Source: CSO
Relative population growth of the Czech Republic in 2000-2007

 SHAPE  \* MERGEFORMAT 



Source: CSO

Notes: *) data for 1Q – 3Q 2007

Increase per 1000 inhabitants of the middle class (as of 1 July of the given year).

1.2.3 The City of Prague within the Czech Republic

The cohesion region Prague continues to hold an exceptional position among the regions of the Czech Republic. Prague alone generates nearly one quarter of the total gross domestic product of the Czech Republic, which is by 10 percentage points more than the Northeast region (the second largest contributor in absolute volume). The gross domestic product of Prague reached 166.8% of the EU 27 average in 2006 (table “Main data on socio-economic development of Prague and other cohesion regions NUTS 2”). Although the GDP growth rate of Prague was lower compared to the whole country, thanks to the absolute value of GDP as the base for calculating the percentage growth, the disparity in GDP between Prague and the other regions of the Czech Republic continues to rise. The GDP per capita in Prague exceeded 210% of the national average, while the economic performance of all the other NUTS 2 regions is below the national average. The GDP value of Prague is partly deformed due to the difference between the territorial registration of economic entities and the actual place where the economic activities are performed. A number of companies have their registered office in Prague but in reality they operate nationally or carry out economic activities outside the territory of the Capital.
The general unemployment rate in the City of Prague has not changed significantly against 2005 and remains at the lowest level in the country (2.8%). In 2006, as in 2005, its value continued to be around 40% of the national average. Unemployment in Moravia-Silesia and in the Northwest is nearly 4.5 times higher than in Prague. The latest data on the registered unemployment rate as of 30 Sep 2007 show that the disparities between Prague, the other regions and the Czech Republic average remain the same (see table Data on Socio-economic Development of Prague and Other Regions of the CR at the NUTS 3 level). The extraordinary position of Prague is also documented by significantly higher wages, which is partly compensated by higher living costs. In particular, the housing costs are disproportionately higher than in the other Czech regions. The median wage in Prague is 40% higher compared to the Northeast where wages are the lowest. Although Prague had the lowest GDP growth among the other regions, the median wage grew the most in the Capital out of the whole CR (by 7.6% year-on-year) and reached nearly CZK 25,000. The difference between Prague and the national average in the absolute value of the median wage is more than CZK 5,500.
Main data on the socio-economic development of Prague and the other cohesion regions NUTS 2 (2006)

	 
	GDP per capita

(EU 27 = 100)
	GDP per capita (CR = 100)
	GDP development in constant prices (year 2005 = 100)
	Median wage

(CZK)
	General unemployment rate

(%)
	Migration balance

(‰)
	Completed flats per 1000 inhabitants

	Prague
	166,8
	210,6
	105,4
	24 941 
	2,8
	5,3
	4,38

	Central Bohemia
	71,6
	90,4
	107,3
	20 086 
	4,5
	14,1
	5,11

	Southwest
	72,7
	91,7
	107,1
	18 732 
	4,9
	4,4
	3,36

	Northwest
	63,0
	79,5
	106,6
	18 703 
	12,7
	0,0
	1,56

	Northeast
	66,9
	84,5
	107,3
	17 998 
	6,1
	3,1
	2,53

	Southeast
	70,4
	88,8
	105,8
	18 421 
	7,1
	1,8
	3,34

	Central Moravia
	61,3
	77,4
	105,9
	18 235 
	7,6
	0,5
	1,99

	Moravia-Silesia
	68,1
	85,9
	106,8
	18 933 
	12,0
	-1,0
	1,31

	CZECH REPUBLIC
	79,2
	100,0
	106,4
	19 512 
	7,1
	3,4
	2,94


Source: Regional national accounts 2006, CSO Prague. Employee wage structure for 2006, CSO Prague.
The latest data on the development of socio-economic indicators in the first three quarters of 2007 confirm the development trends of 2006. The position of Prague and the dynamics of the particular indicators show that the socio-economic development of the Capital compared to the other regions of the Czech Republic has not faced larger changes (table Data on the socio-economic development of Prague and other regions of the CR at the NUTS 3 level). Prague remains, along with Central Bohemia, the most attractive area of the Czech Republic for migration. The migration balance of Prague can be partly distorted by foreigners who mostly register in the Capital and not in the place of their actual (permanent or temporary) residence. The positive population development is also documented by the fact that Prague alone grows in population also by natural change (i.e. the number of births exceeds the number of deaths). The high migration attractiveness is matched by intensive housing construction which is again, after Central Bohemia, the second highest.

Data on socio-economic development of Prague and other CR regions at the NUTS 3
 level in 2007

	NUTS 3 Regions
	Population(1
	Migration balance

(‰)l(1
	Population increase

(‰) (1
	Registered unemployment rate (%)(2
	Applicants per 1 vacant job (2
	Completed flats per 1000 inhabitants (1

	City of Prague
	1 210 487
	17,69
	18,82
	2,41
	0,78
	5,23

	Středočeský
	1 199 603
	18,79
	20,72
	4,40
	1,73
	6,45

	Jihočeský
	633 394
	4,01
	5,38
	4,32
	2,02
	2,76

	Plzeňský
	560 501
	9,73
	10,75
	4,61
	1,14
	2,80

	Karlovarský
	306 695
	4,75
	6,87
	7,33
	3,52
	1,33

	Ústecký
	827 408
	3,58
	5,03
	11,27
	7,09
	1,25

	Liberecký
	433 411
	4,24
	6,12
	6,22
	2,94
	2,20

	Královéhradecký
	552 314
	3,56
	4,86
	4,72
	2,29
	2,45

	Pardubický 
	511 100
	5,12
	6,60
	5,36
	1,49
	2,55

	Vysočina
	513 712
	2,83
	4,04
	5,69
	2,84
	2,57

	Jihomoravský
	1 139 190
	4,76
	5,85
	7,01
	3,56
	3,83

	Olomoucký 
	641 377
	1,37
	2,32
	6,72
	4,06
	2,02

	Zlínský
	590 696
	0,83
	1,45
	6,13
	3,09
	2,12

	Moravskoslezský
	1 250 211
	-0,14
	0,74
	10,19
	6,27
	1,18

	CR
	10 370 100
	6,79
	8,06
	6,16
	2,70
	3,09


1) estimates for 2007 based on data for the first three quarters

2) data as of 30 Sep 2007

Source: Statistical bulletin – City of Prague for 1Q-3Q 2007, CSO Prague.

Prague is internally a very heterogeneous unit in terms of socio-economic and demographic characteristics of the population, type of housing development and quality of residential environment. It is therefore necessary, apart from monitoring the indicators for the whole city, to pay attention to the development of its particular parts. The scope of the data base enables monitoring of the internal development only to a limited extent. The following analysis of boroughs focuses on two areas – population development illustrated by migration balance (map “Migration balance at the level of 57 boroughs”) and characteristics of the economic position of the inhabitants illustrated by the registered unemployment rate (map (“Registered unemployment rate as of 30 Sep 2007”).
The boroughs with migration surplus and migration deficit in 2007 correspond to the population development in the last 10 years. While the central parts of the city, or the whole compact city, do not have a high migration increase, the peripheral zones with less dense development gain in migration thanks to the continuing suburbanisation. The areas with prevailing emigration include the city centre (Prague 1) and some boroughs with dominating prefabricated houses (Prague 11, Prague – Petrovice). In 2007, the most attractive boroughs for migration were Štěrboholy, Dubeč, Běchovice and Křeslice. Thanks to migration, the borough Prague – Běchovice had the highest increase in population with more than 2.3% year-on-year.

Differences between the boroughs in unemployment reflect the long-term stable social characteristics of the inhabitants. In terms of registered unemployment rate, the worst position is held by boroughs of the northeast sector of Prague where industrial companies are concentrated along with working-class prefabricated housing estates (Dolní Počernice, Prague 14 and Prague 20). Other Prague areas with worse unemployment include the areas of suburban character (Běchovice, Satanice, Vinoř, Lipence, Šeberov, Újezd), boroughs with prevailing prefabricated houses and some former industrial suburbs of the 19th century (Prague 7, Prague 3). In an overall evaluation it is necessary to point out that the unemployment rate in the worst ranking boroughs approximately corresponds to the average indicators of the best ranking regions at the NUTS 3 level (table “Data on socio-economic development of Prague and other CR regions at the NUTS 3 level”).
Migration balance at the level of 57 boroughs (2007 estimate)
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1.2.4 Changes in the national, regional and sectoral policies 
The development of the particular policies was affected in 2007 by two important facts. Firstly, the formation of a new government in January 2007 and secondly the launch of the new programming period of the EU 2007-2013.

The new government is formed by the coalition of Civic Democrats, Christian Democrats and the Green Party and its political mandate is limited thanks to the distribution of powers in the Lower House of the CR Parliament (both coalition and opposition gained 100 seats, which created a political stalemate). Pushing through a change in a policy in the Lower House is therefore dependent on the support of some opposition representatives. It is important that the government has included the consolidation of public finance among its top priorities.

Another fact with a significant impact on the development in 2007 was the launch of the new programming period of the EU 2007-2013, including the negotiation and approval of the National Strategic Reference Framework (NSRF) and the majority of operational programmes.

The overall strategy of changes in the domestic policies is defined in the National Reform Programme (NRP) which implements the Lisbon strategy. The programme, specifying the reform steps in 2005-2008, was submitted to the European Commission in October 2005. The macroeconomic objectives are defined in the Convergence Programme of the Czech Republic, which was updated twice in 2007 (March and November 2007).

Fulfilment of the Convergence Programme

The Czech Republic submits a regular update of the Convergence Programme (CP) as part of the European multi-party supervision and coordination of fiscal policies. The CP was updated twice in 2007, first in March in CR government decree no. 216/2007 and in November in government decree no. 1338/2007. The updated CP complies with other strategic documents of the CR – the updated strategy of CR’s accession to the eurozone from August 2007, the Report on fulfilling the National Lisbon Programme 2005-2008 from October 2007, and with the National Strategic Reference Framework for the period 2008-2013.

Fiscal consolidation

In order to achieve the fiscal consolidation, the government prepared a complex set of tax and budget changes (the Lower House approved the Act on stabilisation of public budgets in September 2007). In the mid-term horizon, the public finance reform intends to reduce the government deficit and the share of mandatory government expenditure. In the long-term horizon it aims to adopt reforms of the pension scheme and the healthcare system, which will enhance the long-term sustainability of public finance.
Business environment6
Small and medium-sized enterprises (SMEs) are an important part of the Czech business sphere. In 2007, the state budget financed 5 national programmes opened to support SMEs. SMEs can also use support from European sources that are provided in the CR under operational programmes. With effect from November 2007, the General Rules for Regulatory Impact Assessment (RIA) were approved, laying down that anyone submitting a draft regulation at the level of the government (primary and secondary legislation) must assess in a complex way the expected impacts of the draft according to the RIA methodology.

In order to simplify the entry into business for start-ups, a complex amendment to the Trade Licensing Act was prepared in 2007 with effect from 2008. Also, recodification of the insolvency law was adopted to shorten the duration of lawsuits and to strengthen the role of creditors. Based on the results of the “Analysis on administrative burden of entrepreneurs”, the next steps of the government programme were approved to reduce the administrative burden on entrepreneurs, confirming the aim to reduce the overall burden by 20% by the end of 2010 (to the level from 2005).

Research and development, innovation

Coordination of activities in research, development and innovations was carried out in 2007 in line with the aims set in the National Research and Development Policy for 2004-2008, in the National Innovation Policy (2005-2010) and the main documents and recommendations of the European Commission. The system of state aid for research and development (R and D) is based on Act No. 130/2002
. The CR aims to increase public expenditure on R and D as well as to make such expenditure effective. In 2007, the state budget provided nearly CZK 21.5 bil. on R and D, the expenditure for 2008 is proposed at nearly CZK 23.0 bil. The research, development and innovation are also supported from the Structural Funds both in the programming period 2004-2006 and in the period 2007-2013.
Sustainable development

The umbrella document defining the general direction of the development strategy is the Sustainable Development Strategy of the CR, approved in 2004. Its main task is to point out in time the existing and potential problems that could threaten the transition of the CR to sustainable development, and to initiate measures to prevent such threats or at least mitigate their impact. In 2007, the Government Council for Sustainable Development (GCSD) updated the Sustainable Development Strategy of the CR. In 2008, the work on the Strategy will carry on.
In 2007, preparation continued on the Programme of Sustainable Use and Productivity of Sources, focused on dematerialisation of processes and higher productivity of sources, and on reduction of environmental impacts of manufacturing and consumption processes. The Programme will be implemented in the period 2008-2013. The programmes launched or published for 2007 focused on energy savings and use of renewable energy sources in the CR (programmes Effect, Permanent Prosperity etc.). The environmental tax reform will include the introduction of consumer tax on solid fuel, natural gas and electricity, but the higher tax burden will be compensated by reduced tax burden on labour. That has in fact completed the first stage of the environmental tax reform.
Transport networks and ICT networks9
In 2006, the government discussed the draft of the General Plan for Transport Infrastructure Development intended for the period 2007-2013. The Plan proposes specific priorities of transport infrastructure development in the Czech Republic. In railway transport, works continued in 2007 on the preparation for constructing the European Rail Traffic Management System (ERTMS).

One of the objectives in the area of information and communication is also the electronisation of public administration. To achieve that objective, a new Act (so called eGovernment Act) is being prepared and expected to take effect on 1 Jan 2009. It will enable a full-fledged use of information and communications technologies in the practice of public administration and in communication with public administration. Another pre-condition of electronic public administration is formed by safely and reliably interconnected main information systems of public administration. To speed up the development of eGovernment, a project called CzechPOINT (Czech National Submission and Verification Information Terminal) has been launched to create basic points of contact with public administration for citizens. The popularity of using CzechPOINTs can be deduced from their growing number – while in December 2007, less than 300 CzechPOINTs were in operation, as of 20 Jan 2008, already 837 authorities were actively involved in the project.
In 2007, a government resolution approved a bill (so-called digi amendment) amending some Acts in connection with the transfer to digital television broadcasting.

Employment and social services policy

The Czech government approved in 2007 a technical amendment to the Labour Code, expanding the contractual freedom in labour-law relations. The technical part of the Labour Code amendment removes the discord in the Code concerning e.g. the relation to the Advocacy Act, Social Services Act, Registered Partnership Act, Conflict of Interests Act, Act on recognising the results of further education or Act on European Co-operative Society. The amendment now includes modifications arising from a treaty concluded in May 2007 with social partners who work in the Council of Economic and Social Agreement.

From 1 Jan 2007, new Acts took effect such as Acts on assistance in material distress, on subsistence and existential minimum and amendment to Act on state social support.  That amendment enhanced the financial motivation to find a job and the conditions for claiming benefits have been made stricter. A substantial change in the organisational setup of employment services and social services is under preparation.
The Ministry of Labour and Social Affairs started in 2007 an evaluation of the implementation of the pilot project “Selection of qualified foreign workers”. The aim was to set rules for the system of long-term admission of qualified foreign labour force and their permanent integration into the Czech society in order to solve the negative impacts of aging of the Czech population on the labour market in the horizon of 20 – 30 years.

In March 2007, the project “White Book of Tertiary Education” was launched with the aim to submit, by June 2008, an integrated programme of the tertiary education reform and the material purpose of the new Act on tertiary education which should replace the existing Act on universities in 2009. In July 2007, the Czech government adopted a complex national Life-long Learning Strategy. The National Computer Literacy Programme continues, including special courses focused on disadvantaged groups of the population.
Territorial development policy

On 1 Jan 2007, a new Building Act took effect, serving as a base for preparing the updated Territorial Development Policy (pursuant to government decree no. 561/2006, it should be submitted by the end of 2008). Based on the Act, pre-conditions were created in 2007 for drawing up Territory Analysis Source Documents (a new instrument of territorial planning intended for an ongoing identification and evaluation of the sustainable condition and development of the territory, to be used by municipalities with extended competencies and regional authorities in their administered territories).
Regional policy of the CR

The Czech regional policy in 2007 was based on the Regional Development Strategy approved in government decree no. 560/2006 and at the national level it was mostly focused on supporting problematic regions defined in the strategy (including other regions supported temporarily up to the end of 2008 according to government decree no. 829/2006). At the national level (under the responsibility of the MRD), regional development support was implemented through the following programmes that were approved in a decision of the Minister for Regional Development in January 2007:

· development support for North-west Bohemia and Moravia-Silesia;

· development support for economically weak and structurally affected regions

· regeneration support for rural areas 

· development support for industrial business entities in the NUTS 2s Northwest and Moravia-Silesia, and other regions with concentrated government support;

· support for modifications in the former military zones to enable their common use.
The regional policy implementation was strongly decentralised in 2007 by transferring competencies to the regional level. Based on the amendment to Act No. 248/2000 on regional development support (made in 2006 and 2007), the Regional Council bodies were completed in the seven cohesion regions of the CR in 2007 (in the City of Prague territory, their tasks are performed by the City of Prague). These bodies will ensure the implementation of 9 programmes in the period 2007-2013 (7 in the Convergence Objective and 2 in the Regional Competitiveness and Employment Objective).
Economic and social cohesion policy

The development of the particular policies was greatly influenced by the launch of the new EU programming period 2007-2013. The National Strategic Reference Framework for the new programming period 2007-2013, approved by the European Commission in July 2007, contains a clear description of the links to the National Reform Programme of the CR where 30 measures of the NRP out of the total 46 are supported by priorities in the National Strategic Reference Framework.

In the programming period 2007-2013, three objectives of the economic and social cohesion will be fulfilled through the following operational programmes:
Convergence Objective (allocation for the CR is EUR 25 883 511 035)
Thematic operational programmes

· OP Transport

· OP Environment

· OP Education for competitiveness

· OP Research and development for innovations

· OP Enterprise and innovation

· OP Human Resources and Employment

· Integrated Operational Programme

· OP Technical Assistance

Regional operational programmes:

· ROP NUTS 2 Northeast

· ROP NUTS 2 Northwest

· ROP NUTS 2 Southeast

· ROP NUTS 2 Southwest

· ROP NUTS 2 Central Bohemia

· ROP NUTS 2 Central Moravia 

· ROP NUTS 2 Moravia-Silesia
Regional Competitiveness and Employment Objective (allocation for the CR is EUR 419 093 449)
· OP Prague – Competitiveness

· OP Prague – Adaptability

European Territorial Cooperation Objective (allocation for the CR is EUR 389 051 107)
· OP Cross-border Cooperation CR – Poland

· OP Cross-border Cooperation CR – Bavaria

· OP Cross-border Cooperation CR – Austria

· OP Cross-border Cooperation CR – Saxony

· OP Cross-border Cooperation CR – Slovakia

· OP Inter-regional Cooperation

· OP Transnational Cooperation

· Network operational programme ESPON 2013

· Network operational programme INTERACT 2

In the last quarter of 2007, out of the 17 operational programmes under the Convergence and Regional Competitiveness and Employment Objectives 16 were agreed, only OP Research and Development for Innovation will be agreed only in the first half of 2008. The operational programmes under the European Territorial Cooperation were concluded (the CR acts as the Managing Authority only for the OP Czech Republic – Poland). Most operational programmes have started implementation in the form of fist calls. For the CR, the existence of these programmes is very important, for the period 2007-2013 the co-financing from the European funds (ERDF, ESF and CF) agreed for them is EUR 26.7 bil. Further approx. EUR 2.8 bil. will be earmarked in that period for the development of rural areas and fisheries (co-financing from the EAFRD and EFF).

1.2.5 Important milestones of the programme in 2007
	1 Jan 2007
	Updated Methodology for financial flows and control of Structural Funds and the Cohesion Fund for the programming period 2004-2006 and the resulting cancellation of the Paying Unit as an intermediate body of the Paying Authority

	9 Jan 2007
	the Minister for Regional Development Mr. Petr Gandalovič removed from office and Jiří Čunek appointed as the new Minister for Regional Development

	10 Jan – 16 Mar 2007
	Opening the last 6th call for proposals of individual projects (29 projects submitted)

	17 Jan 2007
	The SPD Obj. 2 MA received and discussed the final report on internal audit of the SPD Obj. 2 implementation (audit started on 16 Oct 2007).

	26 Jan 2007

	Opening the 4th round of call for proposals of actions under AS I (1 action submitted) 

	26 Jan – 26 Mar 2007
	Opening the 2nd round of call for proposals of actions under AS II (24 actions submitted)

	15 Feb 2007
	Controlled SPD Obj. 2 documentation issued in version 2.3

	26 Feb – 2 Mar 2007
	DG Regio made an audit to SPD Obj. 2 and JROP

	7 Mar 2007
	The Regional Council of cohesion region Prague cancelled (all rights and duties of the Regional Council are transferred to the City of Prague)

	30 Mar – 16 Apr 2007
	3rd written procedure (approval of changes in the SPD Obj. 2 Programme Complement, the Rules of Procedure and the Statute of the SPD Obj. 2 MC and the minutes of the 7th session of the SPD Obj. 2 MC

	As of 30 Apr 2007
	5th certification of expenditure (EUR 6,005,680 certified)

	1 Jun 2007
	8th session of the SPD Obj. 2 Monitoring Committee (approving the SPD Obj. 2 Annual Report for 2006)

	21 Jun 2007
	Organisational changes in the SPD Obj. 2 Managing Authority (for more details see chapter 1.3.2 Institutional Set-up)

	28 Jun 2007
	Sending the SPD Obj. 2 Annual Report for 2006 to the European Commission for approval

	30 Jun 2007
	The last day for concluding new contracts and issuing Decisions on providing a grant in the SPD Obj. 2

	11 Jul 2007
	The fifth interim payment from the EC arrived to the Ministry of Finance account based on the 5th certification of expenditure

	17 Jul 2007
	European Commission confirmed the admissibility of the Annual Report for 2006

	As of 30 Sep 2007
	6th certification of expenditure (EUR 5,800,903 certified)

	21 Nov 2007
	9th session of the SPD Obj. 2 Monitoring Committee (approving the minutes of the 8th session of the SPD Obj. 2 MC and the plan of drawing Technical Assistance for 2008)

	As of 30 Nov 2007
	7th certification of expenditure (EUR 12,244,784 certified)

	18 Dec 2007
	Annual meeting of the SPD Obj. 2 MA and the EC

	31 Dec 2007
	The sixth interim payment from the EC arrived to the Ministry of Finance account based on the 6th certification of expenditure


1.3 Consequences for the programme implementation 

1.3.1 Financing

A significant factor influencing financial flows within the programme globally is the fact that the situation in public finance of the Czech Republic necessitates many restrictive and reformative measures in order to reduce the state budget deficit as well as the deficit of public budgets. As an EU Member State the Czech Republic is bound to meet the requirements on fiscal discipline laid down in the Stability and Growth Pact. The measures taken brought about certain effective results but they require and will continue to require necessary cuts of the state budget expenditure.

The key aspect in financial implementation of the programme was the strengthening Czech crown against the euro. Its important influence on the programme implementation is described in detail in chapter 3.5 Over-commitment management.

The possibility to draw assistance from the Structural Funds, however, entails the obligation of co-financing the EU Structural Funds assistance from national public sources. An important fact is that the Prague City Hall grants loans to the city boroughs for the financing of the SPD Obj. 2 projects. An adverse and complicating time factor though is that some payments from the Prague City Hall budget are subject to the approval by the Assembly of the City of Prague. Just as important is that no projects have been financed so far from the state funds and thus the financial resources were drawn from the state budget.

The experience gained in receiving, appraising and selecting projects has led to gradual simplification of requirements on the applicants, aid beneficiaries, intermediate bodies, the Managing Authority and other entities of the programme implementation so that the financial flows are as fast and smooth as possible, minimising the credit burden on the final beneficiaries. 

Starting with 1 Jan 2007, the financial flows were simplified after an agreement with the Ministry of Finance by cancelling the Paying Unit as an intermediate body of the Paying Authority. That step further simplified and sped up administration within the Managing Authority and so accelerated the flow of money from the SF.

As a result of Order no. 560/2006 on participation of the state budget in the financing of assets reproduction programmes, the ISPROFIN forms were modified as of 1 Jan 2007. After certain difficulties that occurred mainly at the beginning of the year due to the delay in issuing the implementing guidelines, the adaptation of the programme documentation to the said order simplified the implementation of projects that include capital and revenue costs. To implement technically that important step, the SPD Obj. 2 Managing Authority and the intermediate bodies modified the programme documentation, the working procedures and information systems.

The measures taken resulted in faster execution of payment of grants to final beneficiaries, who will thus receive sooner the funds for financing the next project stages or for paying off their loans.
The key topic of financial flow management in 2007 was the maximum absorption of the 2005 programme allocation. Therefore, activities carried out by the Managing Authority and intermediate bodies focused on the following three areas:

a) Awareness of final beneficiaries in order to minimise the number of errors made by them in project implementation and documents submitted to the intermediate bodies for a smooth administration of payment claims, including the use of funds granted under the Technical Assistance for the provision of free of charge external advisory services and assistance to final beneficiaries in project implementation and payment claims submission.

b) Simplification and specification of requirements put on the aid beneficiaries and on the implementation system of paying out the grants,

c) Optimisation of working procedures.
Financial progress of the programme is described in detail in Chapter 3 of the Financial Implementation of the Programme.
1.3.2 Institutional Set-up

The programme implementation incited the necessity to create such institutes and their personnel and material background to ensure mainly the compliance with the legislative framework and fulfilment of duties arising from the programme and project administration and implementation. 

The Community Support Framework, JROP and SPD Obj. 2 Department of the Ministry for Regional Development of the CR bears, as the SPD Obj. 2 Managing Authority, the overall responsibility for the programme implementation, and it is also responsible for communication with the European Commission, the Ministry of Finance as the Paying Authority and the central administration authority for financial control. 

In 2007, several reorganisations were made to the Managing Authority SPD Obj. 2.

The first reorganisation was made on 15 Apr 2007. As the JROP and SPD Obj. 2 Managing Authority became also the Managing Authority of the Integrated Operational Programme (IOP), the title of the Department was changed to Operational Programmes Management Department and 5 new units were set up (policy and management unit, monitoring and analysis unit, financial unit, methodology unit, and verification and audit unit). The changes were aimed at higher specialisation of the particular units and employees.
The second reorganisation of the Structural Funds bodies at the MRD was made on 21 Jun 2007. The JROP and SPD Obj. 2 Managing Authority took on the role of the Community Support Framework Managing Authority and the department was renamed to CSF, JROP and SPD Obj. 2 Department. That step aggregated the activities concerning the programming period 2004-2006 into one department. All the activities concerning the new programming period (the IOP) were excluded. The financial unit was transferred to the Budget Department of the MRD as a JROP and SPD Obj. 2 Financing unit.

Some activities related to the programme implementation are also performed by other departments of the Ministry for Regional Development of the CR. For example, the Monitoring System Administration Department is responsible for administering the MSSF-Central Monitoring System. 

The SPD Obj. 2 Managing Authority has delegated a part of its activities to the Centre for Regional Development of the CR (CRD) which acts as the intermediate body for the project implementation stage. The CRD mainly checks and compiles the Conditions of Decisions on providing a grant, it checks project implementation etc. The NUTS 2 Prague branch has been set up for activities performed under the SPD Obj. 2.

Up to March 2007, the Regional Council of the Cohesion Region Prague (RC) played the role of an intermediate body for project appraisal and selection. It was cancelled by Act No. 66/2007 which took effect on 7 Mar 2007. All the rights and duties of the Regional Council of cohesion region Prague were transferred to the City of Prague as of 1 May 2007. In the cohesion region Prague, the competencies and scope of powers of the Regional Council Committee are performed by the Prague City Council, with the exception of project selection which is in the competence of the Prague City Assembly. The activities delegated to the Regional Council secretariat are performed by the Prague City Hall, the European Union Funds Department.   

The City of Prague as the holder (final beneficiary) of Aid Schemes has entrusted the Budget Department of the Prague City Hall with their management and implementation. Some technical activities (e.g. project appraisal) are conducted by external experts. 

Management and development of the SPD Obj. 2 is supervised by the SPD Obj. 2 Monitoring Committee whose activity is supported by the SPD Obj. 2 Monitoring Committee secretariat. The SPD Obj. 2 MC is established by the Minister for Regional Development and it comprises partners from various spheres and fields of expertise.
All the staff involved in the SPD Obj. 2 implementation are bound by the SPD Obj. 2 Ethical Code.

1.3.3 Legislation

The legislation of the Czech Republic has been harmonised with the Community legislation on a continuous basis. The implementation of financial assistance from the Structural Funds is mainly governed by Act No. 218/2000, on budgetary rules and on amendment to some related Acts (Budgetary Rules), as amended. Order no. 560/2006 on the participation of the state budget in financing the asset reproduction programmes was approved on 11 Dec 2006 and it cancelled, with effect from 1 July 2007, Order No 231/2005, on state budget participation in the financing of asset purchasing and reproduction programmes and Order No 40/2001, on state budget participation in financing the asset reproduction programmes. 

The basic framework of the approach to financial management and control of the Structural Funds is provided by the Methodology on Financial Flows and Control of the EU Structural Funds and the Cohesion Fund of the Ministry of Finance, which defines the basic legal norms, institutions and procedures in the process of management of financial flows and financial control of the Structural Funds.

A new important Act No. 66/2007, amending Act No. 248/2000 on regional development support, as amended, took effect on 7 Mar 2007. It has cancelled the Regional Council of cohesion region Prague and all the rights and duties of the Regional Council have been transferred to the City of Prague.

On 29 Nov 2007, Act No. 298/2007 took effect, amending Act No. 320/2001 on financial control in public administration and on amendment of some Acts (Financial Control Act) as amended.

1.3.4 Personnel 

The SPD Obj. 2 is implemented at the level of the Managing Authority as well as intermediate bodies by qualified staff who are consistently educated and trained. An important step towards ensuring a sufficient number of staff for the SPD Obj.2 implementation was the possibility to use the Technical Assistance funds to cover the salaries of staff of the SPD Obj.2 Managing Authority from January 2006. The Technical Assistance funds are also used to cover the salaries of the Centre for Regional Development staff involved in the SPD Obj.2 implementation. Unfortunately, the programme still faces high turnover of staff, within the SPD Obj. 2 Managing Authority in particular.
 Number of staff directly involved in the SPD Obj.2 implementation as of 31 December 2007
	SPD Obj. 2 Managing Authority (CSF, JROP and SPD Obj. 2 Department of the MRD) 
	8

	Budget Department (JROP and SPD financing unit)
	14

	Regional Council Secretariat 
	14

	Aid scheme holder, Aid Scheme Unit of the Prague City Hall 
	5

	Centre for Regional Development  of the CR
	7 (of which 5 at the Prague branch)


Source: internal information system of the MRD, regular monthly reports of the SPD Obj.2 implementation stakeholders as of 31 Dec 2007.

2 PROGRESS IN IMPLEMENTING THE PRIORITIES AND MEASURES
2.1 Standard Monitoring Table according to DG Regio as of 31 Dec 2007

Exchange rate: CZK 26.380/€ (as of 31 Dec 2007)
	Priority
	Measure/

Aid Scheme/ CSF
	Total budget
2004-06
(EU + national)
EURO
	Operations under examination (number)
	Budget of operations under examination (EU + national) 
EURO
	Rejected operations (number)
	Approved operations (number)
	Approved operations
(budget)
EURO
	Contracted operations (number)
	Contracted operations
(budget)
EURO
	Realised expenditure
EURO
	Certified expenditure
EURO
	Forecast of expenditure of final beneficiaries (for the next 
2 months)
	Forecast of expenditure of final beneficiaries (by the end of

2008)
	Approved/

Budget
	Contracted/Budget
	Realised/

Budget
	Certified/

Budget

	 
	 
	1A
	2
	2B
	3
	4
	4C
	5
	5D
	6E
	7F
	8G
	9H
	C/A
	D/A
	E/A
	F/A

	1 Revitalisation and development of the city environment

	
	1.1 Transport systems supporting the transformation of the urban environment

	
	Individual projects
	
	0
	0
	10
	15
	43 462 835
	14
	44 894 832
	35 912 914
	34 041 967
	2 478 734
	6 429 558
	
	
	
	

	
	Total for measure 1.1
	42 510 964
	0
	0
	10
	15
	43 462 835
	14
	44 894 832
	35 912 914
	34 041 967
	2 478 734
	6 429 558
	102
	106
	84
	80

	
	1.2 Regeneration of damaged and unsuitably used areas

	
	Individual projects
	
	0
	0
	13
	25
	44 899 056
	15
	19 707 443
	15 077 374
	9 951 017
	3 576 172
	27 299 108
	
	
	
	

	
	Total for measure 1.2
	37 534 088
	0
	0
	13
	25
	44 899 056
	15
	19 707 443
	15 077 374
	9 951 017
	3 576 172
	27 299 108
	120
	53
	40
	27

	
	1.3 Public infrastructure improving the quality of life mainly in housing estates

	
	Individual projects
	
	0
	0
	24
	36
	30 731 309
	28
	26 454 512
	24 875 950
	22 431 088
	126 061
	3 910 425
	 
	 
	 
	 

	
	Total for measure 1.3
	27 195 202
	0
	0
	24
	36
	30 731 309
	28
	26 454 512
	24 875 950
	22 431 088
	126 061
	3 910 425
	113
	97
	91
	82

	Total for Priority 1
	107 240 254
	0
	0
	47
	76
	119 093 200
	57
	91 056 786
	75 866 238
	66 424 072
	6 180 967
	37 639 092
	111
	85
	71
	62

	2 Building up the future prosperity of the selected area

	
	2.1 Improving the quality of partnership among the public and private sectors, non-profit sector, science and research

	
	Individual projects
	
	0
	0
	22
	12
	15 586 879
	7
	6 598 996
	8 209 637
	4 947 419
	1 659 092
	7 060 423
	 
	 
	 
	 

	
	Total for measure 2.1
	15 059 252
	0
	0
	22
	12
	15 586 879
	7
	6 598 996
	8 209 637
	4 947 419
	1 659 092
	7 060 423
	104
	44
	55
	33

	
	2.2 Support for small and medium-sized enterprises; favourable business environment

	
	Individual projects
	
	0
	0
	6
	6
	7 170 426
	6
	5 648 513
	5 807 167
	4 001 144
	253 412
	1 136 544
	
	
	
	

	
	Aid scheme
	
	0
	0
	0
	2
	5 584 003
	68
	5 199 257
	2 589 129
	0
	1 940 012
	2 469 770
	 
	 
	 
	 

	
	Total for measure 2.2
	11 316 570
	0
	0
	6
	8
	12 754 429
	74
	10 847 770
	8 396 296
	4 001 144
	2 193 424
	3 606 314
	113
	96
	74
	35

	
	2.3 Development of strategic services supporting the information society in Prague

	
	Individual projects
	
	0
	0
	15
	14
	5 053 857
	6
	1 390 847
	1 535 895
	1 234 886
	435 997
	3 197 632
	 
	 
	 
	 

	
	Total for measure 2.3
	5 417 536
	0
	0
	15
	14
	5 053 857
	6
	1 390 847
	1 535 895
	1 234 886
	435 997
	3 197 632
	93
	26
	28
	23

	Total for Priority 2
	31 793 358
	0
	0
	43
	34
	33 395 165
	87
	18 837 614
	18 141 829
	10 183 449
	4 288 513
	13 864 370
	105
	59
	57
	32

	3 Technical assistance

	
	3.1 Technical assistance I – direct programme management expenditure

	
	Individual projects
	
	6
	412 445
	3
	47
	2 205 774
	6
	16 762
	658 196
	475 963
	227 005
	896 770
	 
	 
	 
	 

	
	Total for measure 3.1
	2 134 314
	6
	412 445
	3
	47
	2 205 774
	6
	16 762
	658 196
	475 963
	227 005
	896 770
	103
	1
	31
	22

	
	3.2 Technical assistance II – technical support expenditure

	
	Individual projects
	
	2
	168 688
	4
	53
	1 427 443
	17
	267 150
	852 709
	677 710
	271 880
	480 372
	 
	 
	 
	 

	
	Total for measure 3.2
	1 422 874
	2
	168 688
	4
	53
	1 427 443
	17
	267 150
	852 709
	677 710
	271 880
	480 372
	100
	19
	60
	48

	Total for Priority 3
	3 557 188
	8
	581 133
	7
	100
	3 633 217
	23
	283 912
	1 510 906
	1 153 673
	498 886
	1 377 142
	102
	8
	42
	32

	Total for the programme
	142 590 800
	8
	581 133
	97
	210
	156 121 582
	167
	110 178 312
	95 518 972
	77 761 194
	10 968 366
	52 880 603
	109
	77
	67
	55


Notes on the SMT:
The SMT as of 31 Dec 2007 used in this Report contains data in columns 5 Contracted projects (number) and 5D Contracted projects (budget), which seem inconsistent compared to the previous SMT. The values are lower, mainly in some measures.
The reason is the fact that the IS Monit monitors only tenders carried out pursuant to Act No. 137/2006 on public contracts, or pursuant to Act No. 40/2004 on public contracts (for tenders started before 1 July 2006) exceeding CZK 2 mil. Other contracts defined in those Acts and in the SPD Obj. 2 programming documents do not have to be tendered by the final beneficiaries pursuant to the Act but the final beneficiaries are obligated to award such contracts in a transparent and non-discriminatory procedure for a price typical at the place of performance. Such contracts are checked by the intermediate bodies but are not monitored in the IS (for their below-the-limit size and large number). When checking the SMT, the Managing Authority filled in their expected value based on expert estimates. As such procedure is not systematic and does not provide entirely precise data, the Managing Authority has refrained from it and it will report in the SMT only values for tenders monitored in the IS. Unfortunately, the other contracts cannot be monitored in the IS any more, such duty was not in the SPD Obj. 2 programming documentation imposed, and they cannot be filled in retrospectively for personnel capacity reasons.

The European Commission was informed of those facts in 2007.
2.2 Priority 1 - Revitalisation and development of urban environment

The Priority 1 aims at creating conditions for sustainable development of the City and improving the quality of its environment. Support granted under this priority focuses on improving the quality of transport accessibility, while an emphasis is laid on environmental friendly modes of transport with preference given to rail transport, on revitalisation of damaged or unsuitably used areas, including water bodies with emphasis on the revitalisation of unused  industrial premises and areas. Another objective of this priority is to improve public infrastructure and quality of life in housing estates and thus to change the predominantly monofunctional nature of housing estates. The individual measures aim at the increase of safety and security in housing estates, but also at the extension of services offered to their inhabitants. Consequently, the projects under this priority also contribute to the reduction of risks of social degradation.

Summary of projects, their status and place of implementation is illustrated in the figure.
Projects in Priority 1 - status and place of implementation

[image: image14.jpg]


green – approved projects; red – completed projects
Priority implementation progress

As of 31 Dec 2007, 128 projects were submitted under Priority 1, of that 49 projects from the 1st - 4th call were completed, 29 projects from the 4th - 6th call remained under implementation. The success rate of the projects submitted under this Priority was nearly 60 %.

Under the last 6th call opened in 2007, a total of 20 projects were submitted under Priority 1, of that 9 projects were excluded for not meeting the eligibility criteria, or they were not recommended for financing. The remaining 11 projects were approved for implementation.

The progress of Priority 1 in terms of the number of projects according to the SMT and comparison of the status as of 31 Dec 2006 and 31 Dec 2007 is shown in the table below. Compared to 2006, the number of approved and contracted projects has grown. A great progress is also the fact that no projects were under examination any longer as of 31 Dec 2007. In terms of the final beneficiaries, the most projects were submitted by the City of Prague which also had the most rejected as well as approved projects.

Progress in priority implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007
	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	15
	0

	Rejected projects
	32
	47

	Approved projects
	60
	76

	Contracted projects
	48
	57


Progress of Priority 1 financing

A significant progress has been made in the priority financing against 2006. The share of funding has increased in approved projects (111%) whose budget exceeded the total budget of Priority 1 by EUR 11,852,946. That results from the over-commitment created due to the dropping EUR/CZK exchange rate. Out of the total budget, already 71 % has been implemented. The Paying Authority has certified expenditure at 62 % of the volume so far. Comparing the certified expenditure in 2006 at 27 %, the 2007 certification can be considered very successful.
The table below shows values of public sources for the priority pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.

	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	107 240 254
	-
	107 240 254
	-

	Projects under examination
	28 150 899
	-
	0
	-

	Approved projects
	92 233 902
	86
	119 093 200
	111

	Contracted projects
	63 607 848
	59
	91 056 786
	85

	Realised expenditure
	41 701 690
	39
	75 866 238
	71

	Certified expenditure
	28 967 112
	27
	66 424 072
	62
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Physical Progress of Priority 1 implementation

An overview of the achieved outputs and results is shown in the table of monitoring indicators. Most indicators in this Priority exceeded the set target value as of 31 Dec 2007 due to a high interest in projects regenerating the urban territory, building technical infrastructure and improving the urban transport. The reason was the bad condition of the technical infrastructure mainly in the peripheral boroughs, the need to modernise or improve the bad condition of roads and to improve transport safety. In connection with the floods in 2002, flood protection measures started to be introduced to protect persons and property mainly in Prague 1, 8 and 15. The assisted activities included also the purchase of mobile pumps, cleaning of river banks, reconstruction of alluvial walls. 
The value of the indicator "New (induced) investments" and the values of impact indicators will be quantified in due time after winding up of the programme. For that reason they are not included in the table below.
 Monitoring indicators of Priority 1 as of 31 Dec 2007
	
	Name of indicator
	Unit
	Initial value
	Target value
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Number of supported projects for regeneration of urban areas 

	piece
	0
	8
	22
	8

	2
	Size of regenerated area – depending on the complexity of the regeneration
	km2
	0
	0,5 – 1,0
	0,72
	0,1

	3


	Number of supported projects for new elements of technical infrastructure (camera system, flood measures, sewerage, drinking water, electricity and natural gas supply)13
	piece


	0

0
	10
	27
	17

	4
	Number of supported projects for construction works or city transport improvement13
	piece
	
	2
	15 
	12

	
	Result
	
	
	
	
	

	5
	New (induced) investments in the supported housing estates and regenerated areas 
	€ million
	0
	€ 8 million
	-
	-

	6
	Number of users connected to the individual new elements of technical infrastructure (connections to sewerage and water treatment systems or drinking water, power, natural gas or heat supply)

	piece
	0
	500
	1268
	1268

	7
	Expansion of area protected against floods
	km2
	0,5
	0,7
	4,02
	4,02


	8
	Reduction in travel time due to a new or improved element of city transport
	percentage
	100 %
	- 15 %
	-

	- 20 %


Measure 1.1 – Transport systems enhancing the transformation of the urban environment

The aim of this measure is to improve the quality of transport accessibility, focusing with respect to the urban environment on giving preference to public transport, especially rail transport, as well as transport services availability in the areas that should undergo substantial regeneration. The measure aims at enhancing especially the quality of public transport, cutting the travel time and increasing the safety in order to intensify the use of public transport at the expense of private car transport.

The following types of projects could be submitted under this measure:

· constructing transport (transfer) terminals of the Prague Integrated Transport linked to the rail transport including barrier-free accesses at the Prague Integrated Transport terminals or in metro stations;

· construction of roads linked to regenerated damaged and unsuitably used areas;

· development of the park ( ride system.

Progress of the measure implementation
In total, 26 projects were submitted under measure 1.1 as of 31 Dec 2007, of that 11 projects were completed mostly from the 4th call, 4 projects were still under implementation. The success rate of projects submitted under this measure reached 58%.

In the last 6th call opened in 2007, a total of 4 projects were submitted under measure 1.1 but none of them met the eligibility criteria.

The progress of measure 1.1 in terms of the number of projects pursuant to the SMT, comparison of the status as of 31 Dec 2006 and 31 Dec 2007 and overview of projects by final beneficiaries as of 31 Dec 2007 are shown in the tables below. In 2007, the number of approved and contracted projects increased, no project was under examination as of 31 Dec 2007. The most approved projects came from the City of Prague (9 projects).

Progress in measure implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007

	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	3
	0

	Rejected projects
	5
	10

	Approved projects
	14
	15

	Contracted projects
	12
	14


Overview of projects by final beneficiaries as of 31 Dec 2007
	Final beneficiary
	Rejected projects
	Approved projects

	City of Prague
	10
	9

	Prague Public Transport Company
	0
	5

	Other organisations established or run by the City of Prague
	0
	1

	Technical Administration of Roads of the City of Prague
	0
	0

	Railway Infrastructure Administration
	0
	0

	Total sum
	10
	15


Distribution of approved projects among the final beneficiaries 
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Progress of the measure financing

Compared to 2006, a significant progress was achieved in the financial development of measure 1.1. The share of funding committed in approved projects against the total allocation for the measure rose to 102% due to the drop in the EUR/CZK exchange rate, projects were contracted at 106%. Out of the total budget, 84% has been already implemented. The Paying Authority has certified expenditure at 80% of the volume so far, which is nearly by 40% more than in 2006.
The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.

	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	42 510 964
	-
	42 510 964
	-

	Projects under examination
	8 260 242
	-
	0
	-

	Approved projects
	35 959 658
	85
	43 462 835
	102

	Contracted projects
	26 311 004
	62
	44 894 832
	106

	Realised expenditure
	22 712 118
	53
	35 912 914
	84

	Certified expenditure
	18 717 672
	44
	34 041 967
	80
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Physical progress in the implementation of the measure
An overview of the achieved outputs and results is shown in the table of monitoring indicators. The values of most indicators were exceeded due to a high interest in projects focused on improving urban transport. Out of 11 projects completed as of 31 Dec 2007, 9 projects reconstructed and modernised the transport infrastructure mainly of tram tracks and selected local roads. Those projects implemented a number of partial constructional and technical modifications which contributed to a better urban transport and higher safety in selected locations, e.g. lighting, crossings and installation of slow-down traffic barriers increasing the safety of pedestrians, the barrier-free modifications of pavements, installation of sound signalling devices for the blind increasing the safety and accessibility for persons with a physical handicap, modernisation and increase in urban public transport stops, utilising special technologies to minimise noisiness of the newly reconstructed tram trackbeds or new light signalling devices giving preference to the urban public transport at selected heavy traffic crossroads.

On the contrary, projects building car parks were less popular. In measure 1.1 only 1 project selected the indicator "Number of parking spaces" with a target value of 24 spaces achieved by the final beneficiary. No project was submitted to build cyclepaths and so the indicator "Cycling communications" will not be fulfilled. 
The values of impact indicators will be quantified in due time after winding up of the programme. For that reason they are not included in the table below. 
Monitoring indicators of Measure 1.1 as of 31 Dec 2007
	
	Name of indicator
	Unit
	Initial value
	Target value
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Number of supported projects of construction works or city transport improvement

	piece
	0
	2
	15 
	12

	2
	Number of terminals connected to rail transport 
	piece
	0
	1
	6
	6

	3
	Tram tracks – length in km
	km
	0
	2,5 - 3,5
	3,17
	3,17

	4
	Local roads – length in km
	km
	0
	0,5 - 2,5
	4,82
	3,63

	5
	Number of terminals or underground stations with wheelchair access
	piece
	0
	1
	1
	1

	6
	Capacity of the park & ride parking lot or high-capacity garage
	piece
	0
	200 – 500
	24
	24

	7
	Cycling communications – length in km
	km
	0
	2 – 5
	-
	-

	
	Result
	
	
	
	
	

	8
	Reduction of travel time due to a new or improved element of city transport
	percentage
	100 %
	- 15 %
	-

	- 20 %

	9
	Improving accessibility by a new or improved transport infrastructure expressed as ESS (Equivalent Straight-line Speed) – the average speed equivalent for straight-line distance (or using another suitable method – e.g. the area of the served regenerated territory, or the number of connected users)

	percentage
	100 %
	+ 15 %
	-
	-


Numbers of checks carried out
In total, 22 inspections were carried out in 2007 - the CRD made 19 checks, the SPD  Obj. 2 MA made 2 checks and the MRD Control Department made 1 second-level check (for more details and typology of the inspection findings see chapter 5.4 Verification Activity). 
Measure 1.2 – Regeneration of damaged and unsuitably used areas

This measure aims to revitalise the premises and areas, including water bodies, the status and current use of which are not suitable for the location or total potential of the territory concerned and preparation of such areas for their new utilisation. The revitalisation of areas also entails the revitalisation of the existing premises, particularly in case of premises of architectonic value which can be easily newly used for another purpose, and elimination of any environmental burden.

The following types of projects could be submitted under this measure:

· revitalisation of areas with environmental burden (mainly abandoned industrial areas), water courses and water areas and buildings important for the development of new city and borough centres;

· construction of technical infrastructure;

· regeneration of damaged and unsuitably used green areas (parks etc.);

· protection of areas threatened with floods.

Progress of the measure implementation
In measure 1.2, a total of 41 projects were submitted in all calls except the 2nd call. As of 31 Dec 2007, implementation was completed in 10 projects mainly from the 4th call, 15 projects remained under implementation. The success rate of the projects submitted in this measure reached nearly 61%.

In the last 6th call opened in 2007, a total of 9 projects were submitted under measure 1.2, of that 3 projects were excluded, and 6 projects were still being implemented as of 31 Dec 2007. The most projects in that call were submitted by boroughs (6 projects).

The progress of measure 1.2 in terms of the number of projects pursuant to the SMT, comparison of the status as of 31 Dec 2006 and 31 Dec 2007 and overview of projects by final beneficiaries as of 31 Dec 2007 are shown in the tables below. In 2007, the number of approved and contracted projects increased, no project remained under examination. The most approved projects came from the boroughs (14 projects).

Progress in measure implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007
	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	7
	0

	Rejected projects
	8
	13

	Approved projects
	17
	25

	Contracted projects
	11
	15


Overview of projects by final beneficiaries as of 31 Dec 2007

	Final beneficiary
	Rejected projects
	Approved projects

	City of Prague
	8
	10

	Borough
	4
	14

	Other organisations established or run by the City of Prague
	1
	1

	Total sum
	13
	25


Distribution of approved projects among the final beneficiaries
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Progress of the measure financing

Measure 1.2 made a significant progress in financial absorption in 2007. The share of funding rose sharply in approved projects (by 42% to 120%) whose budget exceeded the total budget of measure 1.2 by EUR 7 364 968. That results from the over-commitment created by the drop in the EUR/CZK exchange rate. Out of the total budget, 40% has been implemented. The Paying Authority has certified expenditure at 27% of the volume so far.
The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.

	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	37 534 088
	-
	37 534 088
	-

	Projects under examination
	17 966 073
	-
	0
	-

	Approved projects
	29 222 619
	78
	44 899 056
	120

	Contracted projects
	15 410 164
	41
	19 707 443
	53

	Realised expenditure
	7 655 556
	20
	15 077 374
	40

	Certified expenditure
	2 333 577
	6
	9 951 017
	27
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Physical progress in the implementation of the measure

An overview of the achieved outputs and results is shown in the table of monitoring indicators. The majority of the target values of the indicators was exceeded and they are expected to rise in 2008. The projects completed so far focused mainly on regeneration of neglected lakes, ponds and streams important for leisure and ecology (e.g. revitalisation of a former dump yard within a nature reserve) and creating new leisure areas. In connection with the 2002 floods, flood-protection measures started to be introduced to protect persons and property mainly in Prague 1, 8 and 15. The assisted activities included also the purchase of mobile pumps, cleaning of river-banks, reconstruction of alluvial walls. The target value of the indicator "Flood-protected area" was highly exceeded due to project no. 0203 Flood-protection measures to protect the City of Prague, where the purchase of mobile pumps protects the territory of Prague - Karlín.
The values of the indicators "Number of users connected to technical infrastructure" and "New induced investments" will be quantified after winding up of the programme.

Monitoring indicators of Measure 1.2 as of 31 Dec 2007
	
	Name of indicator
	Unit
	Initial value
	Target value
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Number of supported projects of regeneration of urban areas

	piece
	0
	8
	22
	8

	2
	Size of regenerated area – in dependence on the level of complexity of regeneration
	km2
	0
	0,5 – 1,0
	0,72
	0,1

	3
	Number of supported projects  involving new elements of technical infrastructure (small-scale flood protection measures, and further depending on the choice of the area to be regenerated these will include projects of sewerage and waste water treatment or supply of drinking water, electricity, natural gas or heat)20
	piece
	0
	6
	13
	5

	
	Result
	
	
	
	
	

	4
	New induced investments in the area under regeneration
	€ million
	0
	€ 5 million
	-
	-

	5
	Number of users (entities) connected to new individual elements of technical infrastructure (depending on the choice of the area to be regenerated, it will include connections to sewerage or water treatment systems or supply of drinking water, electricity, natural gas or heat)

	piece
	0
	250
	-
	-

	6
	Expansion of flood protected area
	km2
	0
	0,2
	3,52
	3,52


Numbers of checks carried out 

In total, 24 checks were carried out in 2007 (for more details and typology of the inspection findings see chapter 5.4 Verification activity).
Measure 1.3 – Public infrastructure improving the quality of life mainly in housing estates

The purpose of the measure is to change the predominantly non-functional character of housing estate units and to improve the quality of life there. The projects are focused mainly on the improvement of technical infrastructure, enhancement of the environment and safety in the housing estates.
The following types of projects could be submitted in this measure:
·  projects expanding the offer of job opportunities, services and public facilities in housing estates in the selected territory and the vicinity;

· Social integration support, improved sports facilities, recreation and development of local communities;

· Improving the greenery or expanding the green areas at selected housing estates and their vicinity (revitalisation of public space);

· Complementing the technical infrastructure networks in the insufficiently equipped locations.
Progress of the measure implementation

In total, 61 projects were submitted under measure 1.3, which is the highest number out of all measures under Priority 1. The projects were submitted in all six calls. As of 31 Dec 2007, 27 projects completed implementation mostly from the 1st, 2nd and 4th call, 10 projects remained under implementation and 24 projects were excluded. The success rate of the submitted projects was almost 60%.

In the last 6th call opened in 2007, a total of 7 projects were submitted under measure 1.3, of that 5 projects were being implemented as of 31 Dec 2007 and 2 were excluded. The most projects were submitted by boroughs (3 projects) and civic associations (3 projects).

The progress of measure 1.3 in terms of the number of projects pursuant to the SMT, comparison of the status as of 31 Dec 2006 and 31 Dec 2007 and overview of projects by final beneficiaries as of 31 Dec 2007 are shown in the tables below. In 2007, the number of approved and contracted projects increased, no projects remained under examination. The most approved projects came from the boroughs (20 projects).

Progress in measure implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007

	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	5
	0

	Rejected projects
	19
	24

	Approved projects
	29
	36

	Contracted projects
	25
	28


Overview of projects by final beneficiaries as of 31 Dec 2007

	Final beneficiary
	Rejected projects
	Approved projects

	Boroughs
	9
	20

	City of Prague 
	9
	7

	NGOs
	4
	6

	Contributory organisation
	2
	3

	Total sum
	24
	36


Distribution of approved projects among the final beneficiaries
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Progress of the measure financing

Measure 1.3 had the highest financial absorption in the whole of Priority 1. The funds committed in approved projects exceed the volume of the measure allocation by 13%. A significant progress compared to 2006 was achieved mainly in realised expenditure (increase by 52% to 97%) and in certified expenditure where 53% more expenditure was certified than in 2006.

The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.

	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	27 195 202
	 -
	27 195 202
	-

	Projects under examination
	1 924 584
	-
	0
	-

	Approved projects
	27 051 625
	99
	30 731 309
	113

	Contracted projects
	21 886 680
	59
	26 454 512
	97

	Realised expenditure
	11 334 015
	39
	24 875 950
	91

	Certified expenditure
	7 915 863
	29
	22 431 088
	82
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Physical progress in the implementation of the measure
The physical progress in measure 3.1 is shown in the table of monitoring indicators. The achieved values of nearly all indicators  exceeded the target values except the indicator "New investments in assisted housing estate units" which will be, along with the impact indicators, quantified after winding up of the programme.

The focus of the submitted projects can be divided into two main groups. The first group focused on reconstruction or new construction of public space to be used for sports and leisure (multi-purpose sports facilities, children's playgrounds, relaxation zones, walking zones) and building cultural, social, interest and sports facilities that would provide space for community and social services (training and information centres, facilities for interest organisations, children's homes). Those projects also helped to remove parts of aesthetic, urban and functional deficiencies typical for the housing estates.

The second group consisted of projects on improving or building basic networks of technical infrastructure, mainly the sewerage networks. 
Monitoring indicators of Measure 1.3 as of 31 Dec 2007
	
	Name of indicator
	Unit
	Initial value
	Target value
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Area of revitalized public spaces in the supported housing estates

	ha
	0
	10 
	13,1
	9

	2
	Number of supported projects of non-commercial public amenities promoting social cohesion

	piece
	0
	12
	20
	13

	3
	Number of supported projects of new elements of technical infrastructure (camera system, public lighting, sewerage, drinking water, electricity, natural gas and heat supply)
	piece
	0
	4
	14
	12

	
	Result
	
	
	
	
	

	4
	New induced investments in the supported housing estates
	€ million
	0
	€ 3 million
	-
	-

	5
	Number of new public amenities promoting social cohesion (cultural, social, hobby and sports centres)
	piece
	0
	7
	13
	8

	6
	Number of users connected to new elements of technical infrastructure (connection to sewerage and water treatment systems or supply of drinking water, electricity, natural gas or heat)

	piece
	0
	250
	1268
	1268


Numbers of checks carried

In total, 44 checks were carried out in 2007 - 43 checks made by the CRD, 1 second-level check by the MRD Control Department (for more details and typology of the inspection findings see chapter 5.4 Verification activity).
2.3 Priority 2 – Creating conditions for future prosperity of selected areas

Assistance granted under this priority is utilised to stimulate economic and social activities, to improve business environment and develop information society in the territory covered by the SPD Obj. 2 so that it gradually becomes a full-fledged component of the urban economic space. The measures should contribute to the overall increase of competitiveness and enhancement of Prague’s reputation as a strong economic partner in a regional as well as international scope. The support is directed at the maximum use of innovation potential, creation of new forms of partnership of public, non-profit and business sectors and especially at the promotion of cooperation between the industry and the Prague scientific, research and education base. 

Summary of projects, their status and place of implementation is illustrated in the figure below.
Projects in Priority 2 - their status and place of implementation
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Green – approved projects; red – completed projects

Monitoring of Priority 2 progress

Under priority 2, 78 individual projects were submitted in all six calls, only 13 completed their implementation as of 31 Dec 2007 and 19 remained under implementation. Under the aid schemes, 78 actions were submitted, 49 actions have completed implementation and 19 remained under implementation.

Under the last 6th call, opened in 2007, Priority 2 received 9 individual projects, of that 5 projects were excluded for not meeting the eligibility criteria, formal requirements or were not recommended for concluding a contract. The remaining 4 projects are being implemented.

Under the aid schemes, 2 rounds of calls were published in 2007: 4th round of call for AS I and 2nd round of call for AS II. AS I received 1 action that is under implementation. AS II received 24 actions, of them 2 were excluded, 16 are under implementation, 1 action has completed its financing and 5 actions have completed their implementation.

The progress of Priority 2 in terms of the number of projects pursuant to the SMT, and comparison of the status as of 31 Dec 2006 and 31 Dec 2007 are shown in the tables below. Although the approved projects did not increase significantly as opposed to 2006, great progress was made in the number of contracted projects and in the fact that no projects were under examination any longer as of 31 Dec 2007 (i.e. in the first stage of administration).

Progress in priority implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007

	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	16
	0

	Rejected projects
	30
	43

	Approved projects
	25
	34

	Contracted projects
	21
	87



Progress of Priority 2 financing
Priority 2 made less significant financial progress compared to Priority 1 in 2007. Still, compared to 2006, the absorption capacity of potential applicants was enhanced and so the share of funding increased in approved projects (105%) whose budget exceeded the total budget of Priority 2 by EUR 1,601,807. Out of the total budget, 57% has been implemented. The Paying Authority has certified expenditure at 32% of the volume but compared to certified expenditure in 2006 at only 0.6%, the 2007 certification can be considered very successful. 

The table below shows values of public sources for the priority pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.
	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	31 793 358
	-
	31 793 358
	-

	Projects under examination
	16 739 680
	-
	0
	-

	Approved projects
	20 549 251
	65
	33 395 165
	105

	Contracted projects
	7 149 832
	22
	18 837 614
	59

	Realised expenditure
	4 286 377
	13
	18 141 829
	57

	Certified expenditure
	194 117
	0.6
	10 183 449
	32
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Physical progress of Priority 2 implementation

An overview of the achieved outputs and results is shown in the table of monitoring indicators. Compared to Priority 1, the achievement on indicators in Priority 2 is lower, mainly in projects on research and development, and on information technologies. The lower popularity of those areas was caused by the fact that the projects submitted in the SPD Obj. 2 focused mainly on renovation or completion of the basic infrastructure and regeneration of the urban environment. The growing interest in information technologies appeared later, projects were submitted with a notable delay. Moreover, a negative factor was the concern of potential applicants about the possible unpermitted state aid in their incorrectly designed projects providing internet in the already then quite competitive environment of internet providers in Prague.
The target values of indicators in Priority 2 were not optimally set at the beginning. They were highly overvalued in some indicators (e.g. the indicator "Number of participants in science and research partnership projects" or "Number of assisted SMEs", "Number of new SMEs established as a result of supported activities". Other values were largely exceeded ("Area of business premises"). For some indicators, the achieved values need to be identified from other sources, e.g. from the CSO where, however, the required data are not always available for the particular years.
The values of impact indicators will be quantified in due time after winding up of the programme. For that reason they are not included in the table below.
Monitoring indicators of Priority 2 as of 31 Dec 2007
	
	Name of indicator
	Unit
	Initial value 
	Target value
	Value for all projects in positive stages 
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Number of supported participants in projects of partnership between the public and private sectors, research and development

	piece
	0
	70
	57
	20

	2
	Number of supported SMEs

	piece
	0
	85
	69
	50

	3
	Number of supported projects of development and application of  information technology 
	piece
	0
	15
	14
	6

	4
	Number of supported IT development and application projects in city administration
	piece
	0
	5
	13
	5

	5
	Increase in the number of visits at the websites of city administration (monthly average)
	piece
	54 000
	68 000
	94 294
	78 293

	6
	Area of new business premises / centres

	m2
	0
	1 500
	 16 701,7
	7 270,7

	7
	Number of new/upgraded capacities for research and development (new incubators, science parks etc)
	piece
	1
	2
	14
	2

	
	Result
	
	
	
	
	

	8
	Number of new gross jobs created as a result of implementation of supported activities and projects (2004 -2008)

	piece
	0
	300
	430
	155

	9
	Number of new SMEs established as a result of supported activities
	piece
	0
	40
	5
	5

	10
	Number of spin-off companies (increase)
	piece
	0
	10
	4
	-


	11
	Share of households connected to internet in the assisted territory

	percentage
	10%
	20%
	-
	56,2 %

	12
	Increase in the share of entities using internet in communication with the public administration authorities

· citizens
	percentage


	-
	by 80%
	-
	39,2 %


	13
	Increase in the share of entities using internet in communication with the public administration authorities

· companies
	percentage
	
	by 100 %
	-
	77,8 %



Measure 2.1 – Improving the quality of partnership among the public and private sectors, non-profit sector, science and research
The purpose of the measure is to mobilize the broad Prague community of scientific, research and development institutions and to help them get in touch with the other public and private entities. The aim is to develop new research and development capacities.

In this measure, the following types of projects could be submitted:

· creating networks of science and research organisations, business firms and other entities (non-profit and public sector);
· projects of information, consultancy and research centres and educational activities focused on information from research and development, new technologies, their research and transfer;

· projects focused on innovative processes and sustainable development;

· support for establishing new and developing the existing innovative units with a direct participation of research and development organisations (technological and science parks, incubators, innovative centres and consultancy centres providing information from research and development).

Progress of the measure implementation

In measure 2.1, 35 projects were submitted as of 31 Dec 2007 under all six calls, only 3 completed implementation as of 31 Dec 2007 however, and 9 remained under implementation. The success rate of the submitted projects is low and moves around 34%.
In the last 6th call opened in 2007, a total of 4 projects were submitted under measure 2.1, of that 1 project was under implementation as of 31 Dec 2007 and 3 were excluded.
The progress of measure 2.1 in terms of the number of projects pursuant to the SMT, comparison of the status as of 31 Dec 2006 and 31 Dec 2007 and an overview of projects by final beneficiaries as of 31 Dec 2007 are shown in the tables below. In line with the focus of measure 2.1, the overview of final beneficiaries includes a broad range of applicants. The most significant final beneficiaries are research and development organisations
 which submitted the most approved projects (6 projects).
Progress in measure implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007
	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	13
	0

	Rejected projects
	11
	22

	Approved projects
	7
	12

	Contracted projects
	3
	7


Overview of projects by final beneficiaries as of 31 Dec 2007

	Final beneficiary
	Rejected projects
	Approved projects

	Research and development organisations
	9
	6

	NGOs
	5
	2

	Natural persons and legal entities running business
	0
	2

	Organisations established by the City of Prague 
	3
	1

	Entities specialised on consultancy and mediation
	3
	1

	City of Prague 
	1
	0

	Boroughs
	0
	0

	Professional associations
	1
	0

	Total sum
	22
	12


Distribution of approved projects among the final beneficiaries
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Progress of the measure financing

Measure 2.1 made a significant financial progress compared to 2006. The volume of funds committed in approved projects covers 104% of the allocation for the measure. The volume of funds has also increased in the contracted projects (44%). Out of the total budget, 55% of the total allocation for the measure has been implemented in projects. The Paying Authority has certified expenditure at 33% of the volume but compared to the certified expenditure in 2006 at merely 0.8%, the volume of funds certified in 2007 can be considered very successful.

The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.
	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	15 059 252
	-
	15 059 252
	-

	Projects under examination
	12 419 427
	-
	0
	-

	Approved projects
	5 269 334
	35
	15 586 879
	104

	Contracted projects
	1 283 952
	9
	6 598 996
	44


	Realised expenditure
	1 875 173
	13
	8 209 637
	55

	Certified expenditure
	122 886
	0,8
	4 947 419
	33
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Physical progress in the implementation of the measure

An overview of the achieved outputs and results is shown in the table of monitoring indicators. The target values of indicators in this measure were not set optimally – some were overvalued (e.g. "Number of participants in science and research partnership projects", "Number of spin-offs") and they are not expected to be fully achieved. On the contrary, the indicator "Area of business premises" will exceed the planned value due to e.g. project no. 160 Innovation and business incubator, focused on building a centre for advanced technologies with total area nearly 6,000m2 which was under implementation as of 31 Dec 2007. No project chose explicitly the indicator "New SMEs established as a result of supported activities ", the value will be identified in a special survey after the programme is closed. 
Monitoring indicators of Measure 2.1 as of 31 Dec 2007
	
	Name of indicator
	Unit
	Initial value
	Target value
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Number of supported participants in projects of partnership between the public and private sectors and research and development
	piece
	0
	70
	57
	20

	2
	Number of new/upgraded research and development facilities (new incubators, science parks etc)
	piece
	0
	1
	14
	2

	3
	Area of new business premises/centres
	m2
	0
	500
	6 080

	40

	
	Result
	
	
	
	
	

	4
	Number of new gross jobs created as a result of implementation  of supported activities and projects (2004-2008)

	piece
	0
	70
	49
	5

	5
	Number of new SMEs established as a result of supported activities
	piece
	0
	15
	-
	-

	6
	Number of spin-off companies (increase)
	piece
	0
	10
	4
	-



Numbers of checks carried out 

In total, 28 checks were carried out in 2007 by the CRD (for more detailed information and typology of inspection findings see chapter 5.4 Verification activity).

Measure 2.2 – Support for small and medium-sized enterprises; favourable business environment

Support to small and medium-sized enterprises which is in the heart of attention of Measure 2.2 contributes to the strengthening of economic base of the city and greater dynamics of the economy of the city, helps the revitalisation of the area undergoing transformation and creates new job opportunities. Investments in the construction and reconstruction of business premises, including historical sites serving the tourism, development of information and advisory centres for entrepreneurs.
Progress of the measure financing

Measure 2.2 made a significant financial progress compared to 2006. The volume of funds committed in approved projects covers113% of the measure allocation. Out of the total budget, 100% has been implemented. The Paying Authority has certified expenditure at 35% of the total allocation. 
The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.
	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	11 316 570
	-
	11 316 570
	-

	Projects under examination
	1 203 696
	-
	0
	-

	Approved projects
	12 021 646
	106
	12 754 429
	113

	Contracted projects
	5 084 295
	45
	10 847 770
	96

	Realised expenditure
	1 788 083
	16
	8 396 296
	74

	Certified expenditure
	0
	0
	4 001 144
	35
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Physical progress in the implementation of the measure

An overview of the achieved outputs and results is shown in the table of monitoring indicators. The values of indicators are the sum of the indicator values for sub-measures 2.2.1 and 2.2.2. The indicators mentioned are being fulfilled except for the indicator "Number of new SMEs established as a result of supported activities " which was not explicitly selected in any project and its value will be identified in a special survey after the programme is closed.

Monitoring indicators of measure 2.2 as of 31 Dec 2007

	
	Name of indicator
	Unit
	Initial value
	Target value
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Number of supported SMEs
	piece
	0
	70
	68
	49

	2
	Area of new business premises / centres

	m2
	0
	1 000
	10 621,7
	7 230,7

	
	Result
	
	
	
	
	

	3
	Number of new gross jobs created as a result of implementation of supported activities and projects (2004 -2008)

	piece
	0
	230
	381
	150

	4
	Number of new SMEs established as a result of supported activities
	piece
	0
	25
	-
	-


Numbers of checks carried out 
In total, 116 checks were carried out in 2007 on IPs and actions (for more detailed information and typology of inspection findings see chapter 5.4 Verification activity).

a) Sub-measure 2.2.1 – Aid Schemes supporting small and medium-sized enterprises

Financial support within this sub-measure is provided in the form of aid schemes implemented by the City of Prague. In the framework of aid schemes, the assistance is granted to the actions of individual small and medium-sized enterprises of predominantly investment nature ensuring the material base for business.

In this measure, the following types of projects could be submitted:

· Regeneration, refurbishment and opening of unused or unsuitably used buildings and areas, mainly actions with significant environmental impact (including their equipment);
· Construction (establishment) of information and consultancy or specialised training centres for employees and senior staff of SMEs;

· Organising promotional and marketing events in the CR and abroad, development of local information systems for the needs of SMEs.

Progress of the sub-measure implementation

In sub-measure 2.2.1, 78 actions were received, of that 49 actions completed their implementation as of 31 Dec 2007 and 19 remained under implementation. 
In 2007, two rounds of call were opened for the aid schemes. The 4th round for AS I received 1 action that was being implemented as of 31 Dec 2007. The 2nd round for AS II received 24 actions, of that 2 were excluded, 16 were under implementation as of 31 Dec 2007, 1 action has completed implementation and 5 have completed their financing.
Progress in sub-measure implementation as to the number of ASs and actions according to the SMT as of 31 Dec 2006 and 31 Dec 2007

	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	ASs under examination 
	0
	0

	Rejected ASs
	0
	0

	Approved ASs
	2
	2

	Contracted actions
	11
	68 


Progress of the sub-measure financing
Compared to 2006, a significant progress was achieved in the financial development of sub-measure 2.2.1, mainly in contracted actions (increase from 18% to 103%) and realised (74%) expenditure. The zero amount of certified expenditure is caused by the fact that the AS holder has submitted only 2 aggregate payment claims so far, which were not included in certification by the end of 2007.

 The 1st aggregate payment claim was delivered to the MA on 29 Nov 2006 with 4 actions (EU share: CZK 3,886,924). The claim had substantial deficiencies and a check was made on 7 Mar 2007 resulting in a suspension of the 1st aggregate payment claim. On 23 Oct 2007, the Prague City Hall provided documents proving that reasons for the payment suspension have passed. After the deficiencies were removed and corrective measures were submitted, the claim was reimbursed on 10 Dec 2007. That administration period was extraordinary and resulted from the lack of experience of the FB and the FRs with the first payment claims. The aggregate payment claim was not included in any certification by the end of 2007 because the last seventh certification was made on 30 Nov 2007. The claim will be included in the next certification in April 2008.
The 2nd payment claim was delivered to the MA on 27 Nov 2007 with 10 actions (EU share: CZK 11,150,438). The claim was being administered as of 31 Dec 2007, corrective measures by the Prague City Hall were expected to be introduced.

The table below shows values of public sources for the sub-measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.
	
	As of 31 Dec 2006 (EUR)
	% 

To the total budget 
	As of 31 Dec 2007 (EUR)
	% 

To the total budget

	Total budget 
	5 043 940
	-
	5 043 940
	-

	ASs under examination
	0
	-
	0
	-

	Approved ASs
	5 263 184
	104
	5 584 003
	111

	Contracted actions (tenders)
	918 341
	18
	5 199 257
	103

	Realised expenditure (for actions)
	277 756
	6
	2 589 129
	51

	Certified expenditure (for actions)
	0
	-
	0

	-


Physical progress in the implementation of the sub-measure

An overview of the achieved outputs and results is shown in the table of monitoring indicators. The indicators shown are being fulfilled, the target values are expected to be achieved when the remaining projects are completed. None of the projects explicitly chose the indicator "Number of new SMEs created as a result of the assisted activities" its value will be identified in a special survey after the programme is closed.
Monitoring indicators of sub-measure 2.2.1 as of 31 Dec 2007
	
	Name of indicator
	Unit
	Initial value
	Target value
	Value of all projects in positive stages
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Number of supported SMEs
	piece
	0
	70
	68
	49

	2
	Area of new business premises / centres
	m2
	0
	800
	5 969
	5 743


	
	Result
	
	
	
	
	

	3
	Number of new gross jobs created as a result of implementation of supported activities and projects (2004 -2008)

	piece
	0
	200
	347
	135

	4
	Number of new SMEs established as a result of supported activities
	piece
	0
	25
	-
	-


b) Sub-measure 2.2.2 – Favourable business environment

Under sub-measure 2.2.2, the assistance is granted to individual projects of entities, which by their nature do not belong to the group of small and medium-sized enterprises, but contribute to the development of business and improvement of business environment, improve the access to the supporting services and enhance their standard in order to promote business, increase the professional competence of staff and stimulate the activity of industry and business associations.
In this measure, the following types of projects could be submitted:

·  Investment into buildings and equipment that will provide job opportunities for inhabitants threatened with social exclusion and whose investor is not an SME (e.g. protected workshops, logistic centres of organisations caring for the handicapped);

· Ensuring capacities for the active employment policy;

· Projects helping to address environmental burdens;

· Construction (establishment) of information tourist centres.
Progress of the sub-measure implementation

In this sub-measure, 13 projects were submitted, but only 4 projects from 3rd and 4th call completed their implementation as of 31 Dec 2007, 2 projects were under implementation.  In the last 6th call opened in 2007, no projects were submitted.
The funding of sub-measure 2.2.2 was offered to a wide range of types of potential beneficiaries, but in the end, the received projects and then approved were submitted by boroughs, non-governmental non-profit organisations and contributory organisations. 
The progress of sub-measure 2.2.2 in terms of the number of projects pursuant to the SMT, comparison of the status as of 31 Dec 2006 and 31 Dec 2007 and overview of projects by final beneficiaries as of 31 Dec 2007 are shown in the tables below.
Progress in sub-measure implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007

	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	1
	0

	Rejected projects
	6
	6

	Approved projects
	6
	6

	Contracted projects
	4
	6


Overview of projects by final beneficiaries as of 31 Dec 2007

	Final beneficiary
	Rejected projects
	Approved projects

	Borough
	1
	3

	NGO
	1
	2

	Contributory organisation
	2
	1

	City of Prague 
	1
	0

	Business and professional association
	1
	0

	Economic chambers
	0
	0

	Prague Information Service
	0
	0

	Entities specialised on consultancy, mediation and training
	0
	0

	Total sum
	6
	6


Distribution of approved projects among the final beneficiaries
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Progress of the sub-measure financing

In terms of financial progress, sub-measure 2.2.2 was one of the best in Priority 2. By the end of 2007, the volume of approved projects exceeded the total allocation for this sub-measure by 14%. The volume of contracted funding reached 90% and 93% of the total budget was implemented. Compared to 2006, a significant progress was achieved in certified expenditure, the highest volume of expenditure out of the whole of Priority 2 was certified under this sub-measure.

The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.
	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	6 272 630
	-
	6 272 630
	-

	Projects under examination
	1 203 696
	-
	0
	-

	Approved projects
	6 758 461
	108
	7 170 426
	114

	Contracted projects
	4 165 953
	66
	5 648 513
	90


	Realised expenditure
	1 510 326
	24
	5 807 167
	93

	Certified expenditure
	0
	-
	4 001 144
	64
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Physical progress in the implementation of the sub-measure

An overview of the achieved outputs and results is shown in the table of monitoring indicators. The values of indicators are being fulfilled, the target value of indicator "Area of business centres" was highly exceeded.
Monitoring indicators of sub-measure 2.2.2 as of 31 Dec 2007
	
	Name of indicator
	Unit
	Initial value
	Target value
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Area of new business  premises/centres
	m2
	0
	200
	4 652,7
	1487,7

	
	Result
	
	
	
	
	

	2
	Number of new gross jobs created as a result of the implementation of supported activities and projects (2004 -2008)

	piece
	0
	30
	34
	15


Measure 2.3 – Development of strategic services supporting the information society in Prague

The measure aims to build a capacity and compatible information environment for multi-media communication between the City and its administration and the public and state authorities, other regions and the outer world, and to implement modern information technologies. 
In this measure, the following types of projects could be submitted:

· Building a high-capacity, reliable and accessible telecommunications network;

· Building information databases and their accessibility for the public;

· Enterprise support in the ICT development and transfer.

Progress of the measure implementation

In measure 2.3, 30 projects were submitted mostly in the 1st and 4th calls. As of 31 Dec 2007, 6 projects completed implementation, 8 projects remained under implementation. The success rate of the submitted projects was nearly 47%.

In the last 6th call opened in 2007, a total of 5 projects were submitted under measure 2.3, of that 2 projects were excluded for not meeting the eligibility criteria and 3 projects are under implementation. The most projects were submitted by boroughs. 

Measure 2.3 was intended for a broader group of potential final beneficiaries but, in the end, the projects received and then approved were submitted by boroughs, the City of Prague, entrepreneurs - natural persons and legal entities, and contributory organisations. 
This measure was influenced the most by the fast development of ICTs and internetisation in the City of Prague. Compared to the assessed situation and the planned dynamics of the development at the time of preparing the programme, the development in this area made a huge progress in reality, which significantly fostered the ICTs but at the same time it minimised the interest and possibilities of potential applicants. 
The progress of measure 2.3 in terms of the number of projects pursuant to the SMT, comparison of the status as of 31 Dec 2006 and 31 Dec 2007 and overview of projects by final beneficiaries as of 31 Dec 2007 are shown in the tables below. No projects were any longer under examination as of 31 Dec 2007.
Progress in measure implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007

	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	2
	0

	Rejected projects
	13
	15

	Approved projects
	10
	14

	Contracted projects
	3
	6


Overview of projects by final beneficiaries as of 31 Dec 2007

	Final beneficiary
	Rejected projects
	Approved projects

	Boroughs
	3
	8

	City of Prague
	2
	4

	Natural and legal persons conducting business
	4
	1

	Contributory organisations
	4
	1

	NGOs
	1
	0

	SMEs
	1
	0

	Professional associations
	0
	0

	Economic chambers
	0
	0

	Funds and state established single purpose institutions
	0
	0

	Education institutions
	0
	0

	Total sum
	15
	14


Distribution of approved projects among the final beneficiaries
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Progress of the measure financing

In terms of financing, measure 2.3 made progress compared to 2006, nevertheless it was one of the least absorbing measures in Priority 2 for the above reasons. In total, 93% of the allocated funds were committed in approved projects, 28% of the total budget has been implemented and 23% of expenditure has been certified.

The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.
	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	5 417 536
	-
	5 417 536
	-

	Projects under examination
	3 116 556
	-
	0
	-

	Approved projects
	3 258 271
	60
	5 053 857
	93

	Contracted projects
	781 584
	14
	1 390 847
	26


	Realised expenditure
	623 120
	12
	1 535 895
	28

	Certified expenditure
	71 234
	1
	1 234 886
	23
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Physical progress in the implementation of the measure

An overview of the achieved outputs and results is shown in the table of monitoring indicators. In general, this measure was less popular. The target values of some indicators were overvalued, mainly in SMEs – in measure 2.3, only 6 projects were submitted on IT-oriented SMEs while 5 projects were excluded for not meeting the eligibility criteria. The achieved values of some indicators (mainly of result) need to be identified from other sources, e.g. the CSO where, however, the required data for the particular years are not always available (or in the required structure). For that reason, the closest equivalent is shown in the footnote.
 Monitoring indicators of measure 2.3 as of 31 Dec 2007
	
	Name of indicator
	Unit
	Initial value
	Target value
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	
	
	

	1
	Number of supported projects of development and application of information technologies in the city administration 
	piece
	0
	5
	13
	5

	2
	Number of supported projects of development and application of information technologies
	piece
	0
	15
	14
	6

	3
	Number of supported new and existing SMEs doing business in the field of information technologies
	piece
	0
	15
	1
	1

	4
	Number of supported new and existing SMEs providing consultancy services in the field of transfer of information technologies 

	piece
	0
	8
	1
	1

	5
	Number of (supported) consultations by companies providing consultancy services in the field of transfer of information technologies
	piece
	0
	200
	1 000
	625 

	
	Result
	
	
	
	
	

	6
	Direct private investments in financially supported companies doing business in the field of information technologies (induced investments) expressed as an increase in the aggregate registered capital 
	percentage
	-
	by 100 %
	-
	-

	7
	Increase in the share of entities using Internet in communication with public administration authorities  -  citizens
	percentage


	-

-
	 by 80 %


	-
	39,2 %


	8
	Increase in the share of entities using Internet in communication with public administration authorities  -  companies
	percentage 
	0
	by 100 %
	-
	77,8 %


	9
	Increase in the number of “visits“ to websites of the city administration 
	piece
	0
	68 000
	94 294
	24 293

	10
	Share of households connected to the Internet in the area covered by the assistance

	percentage
	0
	20 %
	-
	46,2 %


Numbers of checks carried out
In total, 17 checks were carried out in 2007 by the CRD (for more detailed information and typology of inspection findings see chapter 5.4 Verification activity).
2.4 Priority 3 – Technical Assistance

The purpose of Technical Assistance is to ensure that the SPD Obj. 2 is implemented in line with the strategic plans of the region’s development so that the partners involved understand their roles and can perform their duties quickly and at a high quality.

Progress of the priority implementation

In total, 121 projects were submitted in Priority 3. As of 31 Dec 2007, 81 projects completed implementation, 17 projects remained under implementation.
In the course of 2007, a total of 20 projects were submitted under Priority 3, of that 9 projects were excluded for not meeting the eligibility criteria, formal requirements or were not recommended for concluding a contract. The remaining 11 projects were under implementation as of 31 Dec 2007. As new TA projects may be submitted up to the closure of the programme, some projects were also under examination as of 31 Dec 2007.
The progress of Priority 3 in terms of the number of projects pursuant to the SMT, and comparison of the status as of 31 Dec 2006 and 31 Dec 2007 are shown in the table below. In 2007, mainly the number of approved projects increased (from 87 to 100 approved projects).

Progress in priority implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007

	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	14
	8

	Rejected projects
	8
	7

	Approved projects
	87
	100

	Contracted projects
	22
	23


Progress of Priority 3 financing

Priority 3 made financial progress in increasing the volume of funds committed in approved projects (increase from 62% to 102%), out of the total allocation for this Priority, 42% has been implemented. 

The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.
	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	3 557 188
	-
	3 557 188
	-

	Projects under examination
	1 192 064
	-
	581 133
	-

	Approved projects
	2 188 893
	62
	3 633 217
	102

	Contracted projects
	262 617
	7
	283 912
	8


	Realised expenditure
	770 752
	22
	1 510 906
	42

	Certified expenditure
	497 229
	14
	1 153 673
	32
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Measure 3.1 – Technical Assistance I – direct programme management expenditure

The purpose of this measure is to ensure responsible and efficient management and administration of the SPD Obj. 2, to maximize the quality of the SPD Obj. 2 and efficiency of its implementation. Another aim of this measure is to ensure regular preparation of reports on the progress of the SPD Obj. 2 implementation.

In this measure, the following types of projects could be submitted:

·  sessions of the SPD Obj. 2 Monitoring Committee including the costs of participation of experts and other entities at such sessions and preparation of source documents for the sessions;
· Preparation, selection, evaluation and monitoring of support and activities related to the SPD Obj. 2 implementation at the central and regional level;

· Remuneration including contributions to social welfare of officers assigned to perform the above mentioned tasks.
Progress of the measure implementation

In measure 3.1, 59 projects were submitted, of that 35 projects completed their implementation as of 31 Dec 2007 and 10 projects remained under implementation.

The progress of measure 3.1 in terms of the number of projects pursuant to the SMT, comparison of the status as of 31 Dec 2006 and 31 Dec 2007 and overview of projects by final beneficiaries as of 31 Dec 2007 are shown in the tables below. In 2007, the number of approved and contracted projects increased. With regard to the distribution of responsibilities for the programme, the most approved projects came from the Ministry for Regional Development (34 projects).

Progress in measure implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007

	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	10
	6

	Rejected projects
	3
	3

	Approved projects
	40
	47

	Contracted projects
	5
	6


Overview of projects by final beneficiaries as of 31 Dec 2007

	Final beneficiary
	Rejected projects
	Approved projects

	Ministry for Regional Development 
	1
	34

	Prague City Hall
	1
	11

	Centre for Regional Development of the CR 
	0
	1

	Czech-Moravian Guarantee and Development Bank
	1
	0

	Regional Council of the Cohesion Region Prague 
	0
	1

	Total sum
	3
	47


Distribution of approved projects among the final beneficiaries
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Progress of the measure financing

Measure 3.1 made financial progress in increasing the share of approved projects (from 58% to 103%) as well as of realised (31%) and certified (22%) expenditure.

The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.

	
	As of 31 Dec 2006 

EUR
	% 

To the total budget 
	As of 31 Dec 2007

EUR
	% 

To the total budget

	Total budget 
	2 134 314
	-
	2 134 314
	-

	Projects under examination
	888 362
	42
	412 445
	19

	Approved projects
	1 240 060
	58
	2 205 774
	103

	Contracted projects
	10 815
	0.5
	16 762
	1


	Realised expenditure
	184 320
	8
	658 196
	31

	Certified expenditure
	80 446
	4
	475 963
	22
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Physical progress in the implementation of the measure

An overview of the achieved outputs is shown in the table of monitoring indicators. As the focus of measure 3.1 is very broad, the list of indicators is only informative, the target values are not set.
	
	Name of indicator
	Unit
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	

	1
	Number of sessions of committees, commissions etc. 
	piece
	16
	11

	2
	Number of expert opinions drawn up
	piece
	334
	263

	3
	Number of analyses and studies drawn up
	piece
	40
	39

	4
	Number of purchased technical equipment items (including HW and SW)
	piece
	93
	83

	5
	Number of issued/produced publicity materials
	piece
	200
	200


Numbers of checks carried out
In total, 10 checks were carried out in 2007 - 9 checks by the CRD and 1 check by the MRD Control Department (for more detailed information and typology of inspection findings see chapter 5.4 Verification activity).

Measure 3.2 – Technical Assistance II – technical support expenditure

The aim of this measure is to ensure conditions for quality publicity of the SPD Obj. 2. An emphasis is laid not only on the information campaign and exchange of experience, but also on the continuous preparation of programming documents for the next period 2007-2013.

In this measure, the following types of projects could be submitted:

· acquisition and installation of the SPD Obj. 2 monitoring system, i.e. a computer system for management; equipment for monitoring, evaluation of the SPD Obj. 2 implementation and information analyses;

· ensuring SPD Obj. 2 publicity including the organisation of information and publicity events or seminars, issuing publicity materials and drawing up information analyses of the impacts of such events and impacts of the SPD Obj. 2;

· organisation of seminars, workshops or training focused on exchange of information among the particular stakeholders involved in the SPD Obj. 2 implementation (partners, final beneficiaries and recipients, target groups including the public);

· drawing up analyses, background studies for the preparation of programming documents for the next programming period 2007-2013, including the preparation of the ex-ante evaluation and environmental impact assessment.
Progress of the measure implementation

In measure 3.2, a total of 62 projects were submitted, 46 projects completed their implementation as of 31 Dec 2007, 7 projects remained under implementation.

The progress of measure 3.2 in terms of the number of projects pursuant to the SMT, comparison of the status as of 31 Dec 2006 and 31 Dec 2007 and overview of projects by final beneficiaries as of 31 Dec 2007 are shown in the tables below. In 2007, the number of approved projects increased, the most approved projects came again from the Ministry for Regional Development (35 projects) as the SPD Obj. 2 Managing Authority.

Progress in measure implementation as to the number of projects according to the SMT as of 31 Dec 2006 and 31 Dec 2007

	 
	Projects as of 31 Dec 2006
	Projects as of 31 Dec 2007

	Projects under examination 
	4
	2

	Rejected projects
	5
	4

	Approved projects
	47
	53

	Contracted projects
	17
	17


Overview of projects by final beneficiaries as of 31 Dec 2007

	Final beneficiary
	Rejected projects
	Approved projects

	Ministry for Regional Development
	3
	35

	Prague City Hall
	0
	13

	Centre for Regional Development of the CR
	1
	1

	Czech-Moravian Guarantee and Development Bank
	0
	0

	Regional Council of the Cohesion Region Prague 
	0
	4

	Total sum
	4
	53


Distribution of approved projects among the final beneficiaries
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Progress of the measure financing

Measure 3.2 made a significant financial progress compared to 2006. The share in approved projects rose (100%) as well as in realised (60%) and certified (48%) expenditure.

The table below shows values of public sources for the measure pursuant to the SMT as of 31 Dec 2006 and 31 Dec 2007. It is the sum of EU and national sources.
	
	As of 31 Dec 2006 (EUR)
	% 

To the total budget 
	As of 31 Dec 2007 (EUR)
	% 

To the total budget

	Total budget 
	1 422 874
	-
	1 422 874
	-

	Projects under examination
	303 701
	-
	168 688
	12

	Approved projects
	948 833
	67
	1 427 443
	100

	Contracted projects
	251 801
	18
	267 150
	19


	Realised expenditure
	586 432
	41
	852 709
	60

	Certified expenditure
	416 783
	29
	677 710
	48
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Physical progress in the implementation of the measure
An overview of the achieved outputs is shown in the table of monitoring indicators. As the focus of measure 3.2 is very broad, the list of indicators is only informative, the target values are not set in advance in the programming document.

Monitoring indicators of measure 3.2 as of 31 Dec 2007

	
	Name of indicator
	Unit
	Value for all projects in positive stages
	Value of completed projects

	
	Output
	
	
	

	1
	Number of sessions of committees, commissions etc. 
	piece
	8
	8

	2
	Number of analyses and studies drawn up
	piece
	3 821
	3 818

	3
	Number of trainings organised
	piece
	29
	19

	4
	Number of persons trained
	piece
	914
	604

	5
	Number of articles, press releases and advertisements
	piece
	122
	72

	6
	Number of issued/produced promotional items
	piece
	25 709
	25 199


Numbers of checks carried out
In total, 8 checks were carried out in 2007. The SPD Obj. 2 MA made 1 inspection finding non-compliance with publicity rules. For more detailed information and typology of inspection findings see chapter 5.4 Verification activity.
3 finanCIAL IMPLEMENTATION OF the PROGRAMME

3.1 Overview of expenditure paid out to final beneficiaries
The overview of expenditure realised within the SPD Obj. 2 broken down by individual measures and sub-measures is indicated in the Standard Monitoring Table in column 6E Realised Expenditure. Realised expenditure is all public expenditure paid out to final beneficiaries. Realised expenditure includes also all applications for public sources. The funds paid out in 2004 and 2005 were drawn directly from the EU Structural Funds, while since 2006 the funds have been paid to final beneficiaries from the state budget and subsequently reimbursed. 

A total of EUR 47 759 485.50 was paid from the ERDF towards the implementation of projects by 31 Dec 2007. The second half of financial assistance was provided from Czech national public sources. In total, EUR 95 518 971 was paid out to final beneficiaries.

Of the total programme allocation, 66.99% were paid out by the end of 2007. The largest share of the realised expenditure in the allocation was achieved in Measure 1.3 Public infrastructure improving the quality of life mainly in housing estates: 91.47%. A high share was achieved also in measure 1.1 Transport systems enhancing the transformation of the urban environment: 84.48 %. On the contrary, measure 2.3 Development of strategic services supporting the information society in Prague has absorbed only 28.35% of the programme allocation.

Compared to the status at the end of 2006, the largest progress in absorbing the measure allocation was achieved in measure 2.2 Small and medium-sized enterprises support, favourable business environment with a percentage increase by 58.39%.

	Measure
	PAID OUT (EUR)*
	SPD Obj. 2 ALLOCATION BASED ON THE PROGRAMME COMPLEMENT
	FUNDS PAID OUT / PROGRAMME ALLOCATION

	
	2004
	2005
	2006
	2007
	2004 - 2007
	
	

	1.1
	0,00
	0,00
	22 712 118,48
	13 200 795,52
	35 912 914,00
	42 510 964,00
	84,48%

	1.2
	0,00
	652 875,30
	7 655 556,36
	6 768 942,34
	15 077 374,00
	37 534 088,00
	40,17%

	1.3
	0,00
	291 371,06
	11 334 015,23
	13 250 563,71
	24 875 950,00
	27 195 202,00
	91,47%

	2.1
	0,00
	0,00
	1 875 173,23
	6 334 463,77
	8 209 637,00
	15 059 252,00
	54,52%

	2.2
	0,00
	0,00
	1 788 000,00
	6 608 296,00
	8 396 296,00
	11 316 570,00
	74,19%

	2.3
	0,00
	41 262,89
	623 120,91
	871 511,20
	1 535 895,00
	5 417 536,00
	28,35%

	3.1
	0,00
	22 130,08
	184 320,40
	451 745,52
	658 196,00
	2 134 314,00
	30,84%

	3.2
	0,00
	124 290,45
	586 432,00
	141 986,55
	852 709,00
	1 422 874,00
	59,93%

	Sum
	0,00
	1 131 929,78
	46 758 736,61
	47 628 304,61
	95 518 971,00
	1 425 90 800,00
	66,99%


*The calculation used the exchange rate CZK 26.380 per 1 EUR as of 31 Dec 2007
Funds paid out compared to the allocation by measures for the period 2004-2007
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Comparisons of the planned realised expenditure for 2007 and the realised and actually certified expenditure as of 31 December 2007 (in EUR)

	
	Planned realised expenditure
	Actually realised expenditure
	Actually certified expenditure
	Actually certified expenditure/ Planned realised expenditure (in %) 

	ERDF
	59 506 235.00
	47 628 304.61
	48 102 735.04
	80.84


The forecast absorption in 2007 in the amount of EUR 59 506 235.00 forwarded by the Paying Authority of the Ministry of Finance to the European Commission was fulfilled at 80.84 % with respect to the actually certified expenditure. 
3.2 Payments Received from the European Commission
 

In the course of 2007, one regular and two extraordinary certifications of expenditure, namely the 5th to 7th, were carried out. These certifications included the expenditure on individual projects as well as technical assistance already entered into the information system of the MRD Paying Authority (hereinafter referred to as the IS Viola) in the period from 1 Dec 2006 to 30 Nov 2007. 

The 5th certification was carried out for the period from 1 Dec 2006 to 30 Apr 2007. Based on this certification the account of the Ministry of Finance was credited with the fifth interim payment of EUR 6,005,679.59 on 11 Jul 2007. 

The 6th certification was conducted for the period between 1 May 2007 and 30 Sep 2007 and the account of the Ministry of Finance was credited with the sixth interim payment of EUR 5,800,903.42 on 31 Dec 2007. 

The 7th certification was carried out for the period between 1 Oct 2007 and 30 Nov 2007. The interim payment claim in the amount of EUR 12,244,784.39 was forwarded to the European Commission. By the end of 2007 the payment from the EC was not remitted to the MoF account.

In the period between 1 May 2004 and 31 Dec 2007 the total amount of EUR 38,043,076.48 was remitted by the European Commission to the Ministry of Finance account for the SPD Obj.2 in two advance payments and six interim payments. Three interim payments, received by the CR from the EC in 2007, total EUR 19,648,258.74.
Information on expenditure certified in individual years under individual measures is included in the financial table of total public sources in the SPD Obj. 2, which forms Annex No 1 to this Annual Report.
3.3 Achievement on the N+2 rule targets
With regard to the experience from 2006 when the 2004 allocation was absorbed at the last minute and the crisis management system was used, in 2007 sufficient amount of the 2005 allocation was administered, paid out and certified with using the advance payment.

The absorption of the ERDF allocation for the SPD Obj. 2 is shown in the table below. The advance payment provided was used.

	Programme/fund
	Volume of certified funding over the limit for meeting the N+2 (in EUR; SF share)
	Certified out of total 2004-2006 allocation
(in %)
	Remains to absorb (certify) out of total allocation
(in EUR; SF share)

	SPD Obj. 2/ERDF
	3 229.7 
	54.53
	 32 414 80.00


The automatic decommitment (so called N+2 rule) in the case of the 2006 allocation would be carried out if the deadline set for submitting the final documents is not met
. The 2006 allocation therefore does not have to be in exceptional cases absorbed by 31 Dec 2008 but only by 31 Mar 2010. The absorption means sending a payment claim to the EC.

With regard to the above and mainly with regard to the experience gained and the high quality of experienced staff it can be expected that the 2006 allocation will be absorbed in the SPD Obj. 2 without significant obstacles.

Conclusion
· The 2005 allocation was absorbed in the SPD Obj. 2, using the advance payment.
· Given the volume of the remaining funding and the distribution over time, a similar progress of absorbing the allocation in 2007 can be expected also in 2008.

3.4 Expected absorption

3.4.1 Situation in absorbing the 2005 allocation (CZK) - for SF sources in CZK
	 
	ERDF

	2005 allocation
	1 241 434 622

	Real absorption as of 31.12.2007 (actually certified as of 30 Nov 2007)
	1 081 444 198

	% absorbed to allocation
	87.11%

	Absorption plan as of Feb 2007
	420 325 880

	% absorbed to allocation
	33.86%

	Absorption plan as of Jun 2007
	604 439 680

	% absorbed to allocation
	48.69%

	Absorption plan as of Sept 2007
	751 115 478

	% absorbed to allocation
	60.50%


Comparison of the planned realised expenditure for 2007 and the actually certified expenditure as of 31 Dec 2007 (CZK) for SF sources in CZK

	 
	Planned realised expenditure - SF (based on the absorption schedule)
	Actually certified expenditure - SF (data from the MSSF Central)
	% achievement of plan

	ERDF
	1 008 810 346
	1 081 444 198
	107.20 %


3.4.2. Sources of data for the chart

1) Completion date of the implementation of a project or its stage plus the appropriate time for project administration and financial implementation (1 month for submitting a claim to the CRD, 2 months for the CRD submitting it to the Managing Authority, 1 month for the Managing Authority submitting it to the Budget Department and 1 month for certification of expenditure (the x-axis of the chart). This information is represented in months.

2) Volume of funds from the European sources, state budget, City of Prague budget and borough budgets in CZK – the y-axis; the curve represents the volume of funding in projects whose stages will be completed in the given month on the x-axis. The curve shows the volume of funds cumulatively for each month and levels from the highest to the lowest.

The chart includes horizontal lines showing allocations for the years 2004-2006 in total. 

3.4.3 Risks and their impact on absorbing the 2004-2006 allocation

The chart curve will change in time depending on changes occurring during the implementation of the monitored projects (changes in financial amounts, in dates of project completion etc.). Changes can occur also depending on the time the particular administration steps take (administration of a large number of contracts after a call is closed, authorisation of a large number of payment claims etc). The main risks according to the level of their impact on drawing the 2004-2006 allocation include:

· postponing the schedules of project implementation

If the date of project stage completion is postponed, the defrayal of costs in that project will be put off to another month as well. This variable is monitored and evaluated by the SPD Obj. 2 MA.

· reducing the eligible expenditure of projects during the implementation and payments

The eligibility of expenditure is checked by the Centre for Regional Development when it prepares materials for Decisions on providing a grant, and the Prague City Hall when it prepares Contracts with the FRs. Further checks should not identify substantial reductions in eligible expenditure. But it may happen that incorrectly tendered project costs will be excluded, and savings in projects are also substantial. Other reductions of eligible expenditure occur in the procurement procedures as the difference between the planned price and the price resulting from the tender.
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3.5 Over-commitment management

This chapter contains information on the impact of the change in the exchange rate of euro to Czech crown (CZK/EUR) on the SPD Obj. 2.

3.5.1 Description of the situation 

As the exchange rate of euro to Czech crown has dropped significantly over the last three years, the funding available in CZK for refunding the payment claims of projects has diminished.

When the SPD Obj. 2 was launched in the Czech Republic the rate of exchange peaked. That rate was set for the conversion of the allocated amount for the SPD Obj. 2 from the SF to Czech crowns. In the original SPD Obj. 2 Programme Complement, these values are in EUR (and the EC sends payments to the CR in EUR), nevertheless the payments to beneficiaries are made in CZK. The exchange rate differences have caused the volume of funding in CZK for refunding to diminish. These funds converted at the original rate were approved in the particular calls for individual projects and aid schemes. The development of the rate is illustrated in the table and chart below.


	Date 
	Rate CZK/EUR

	3 May 2004
	32.555

	3 May 2005
	30.320

	3 Apr 2006
	28.425

	31 Dec 2006
	27.988

	31 Dec 2007
	26.380


As of 31 Dec 2007, the rate of exchange dropped to 81.03% of the original value when the programme was launched. The strengthening of CZK against EUR can be expected to continue.
In the case of 100% contracting of the SF funds
 and using the rate from 31 Dec 2007, the SPD Obj. 2 would face a financial over-commitment of 4.3% due to the change of rate. This is a maximum amount that should change only as a result of the rate change. New commitments will not be concluded.
As the SF funding is refunded gradually, the individual payments to beneficiaries and their accounting for a refund from the SF always use a different current rate for each particular payment. Projects make financial reductions in their payment claims (reduction of non-eligible expenditure, lower tendered amounts and therefore lower payment claims etc.) and some projects withdraw, and so the exact amount of the financial reserve required cannot be specified at this point.

3.5.2 Description of possible savings and tools for programme management in connection with the exchange rate development

The SPD Obj. 2 MA uses tools and linkages in its management, in which the various levels of management corresponding to the various forms of implementation must be perceived:

· Individual projects (IPs) – here is a direct link to final beneficiaries via the Centre for Regional Development, defined in the Decisions issued.

· Aid schemes (ASs) – here is a direct link to the level of the City of Prague as the AS holder, nevertheless again only within the contracts concluded. E.g. the calls for actions under ASs cannot be limited.

· Actions under ASs – here is no direct link between the SPD Obj. 2 MA and the final recipient. The link ends at the level of the AS as a whole, i.e. at the level of the City of Prague.

Types of savings
Three types of savings have been identified within the project cycle of individual projects. These conclusions have been expressed in numbers on a sample of submitted 406 projects and approx. 255 payments made, i.e. a representative sample.

a. Savings during project administration – from approval by the selection committee to the conclusion of a contract (issuing a Decision with Conditions) – created by including the projects among substitutes; by projects withdrawing or rejected based on the ex-ante check. This saving represents 47.35% for IPs. Currently, only Technical Assistance projects are being administered, the saving there is expected at max. 4.04%.
b. Savings during project implementation – from concluding a contract (issuing a Decision with Conditions) until submitting a payment claim – created by projects withdrawing during implementation, projects excluded due to a breach of conditions etc. This saving represents 3.41% for IPs.
c. Savings during project refunding – created by cutting the payment claims due to a breach of conditions, by excluding ineligible expenditure etc. This saving represents 5.15% for IPs and actions.
In the aid schemes, apart from the savings above, other savings occur when the total available amount for the AS is not contracted by the actions.
Currently, the SPD Obj. 2 is over-committed by 4.3% due to the exchange rate development, which is roughly CZK 83.6 mil. That volume includes financing saving created by withdrawal of projects during implementation and savings created during reimbursement by excluding illegible expenditure. Further, savings can be expected at three levels of the project cycle, currently estimated at roughly 3.7% of expected savings. This positive ratio between the financial over-commitment and the expected savings is not definite and it is affected every day by many exogenous and endogenous influences which the SPD Obj. 2 MA must monitor and adjust the tools used to manage the programme to them. 
A certain financial over-commitment is in principle a legitimate and correct solution to the situation where cutting the payments for projects and withdrawal of projects can be expected. That can enable maximum absorption of the SF funding. It cannot be excluded that in 2008 a situation can occur where it will be necessary to involve the state budget funds above the framework of the programme to cover the hard to define percentage of payments that will exceed the total allocation of the programme. The SPD Obj. 2 MA aims to avoid such situation, or to reduce the amount to a minimum, which would also minimise the burden on the state budget.

3 performance reserve

The SPD Obj. 2 is implemented in a shortened programming period of 2004-2006. The issue of performance reserve is therefore not relevant for it. The application of the performance reserve principle can be expected only in the next programming period.

4 STEPS TAKEN BY THE MANAGING AUTHORITY AND THE MONITORING COMMITTEE TO ENSURE THE QUALITY AND EFFECTIVENESS OF MANAGEMENT 

4.1  Steps taken by the Managing Authority to ensure the quality and effectiveness of management

4.1.1 Description of significant problems and their solution at the SPD Obj. 2 MA level
Methodological management of intermediate bodies 

The methodical management of intermediate bodies was carried out in 2007 with the help of the existing instruments. As of 15 Feb 2007, the SPD Obj. 2 Operational Manual was updated in version 2.3. The organisational changes in the Managing Authority required an operative issuance of a methodical instruction specifying the new distribution of activities among the MRD units on the bases of the new reorganisation.

As some formulations in the Conditions of the Decision on Providing a Grant were imprecise, the uniform verification of their compliance was made more difficult. For that reason, the Conditions of the Decision on Providing a Grant were modified with effect from 10 Oct 2007 and, at the same time, the MA issued a binding standpoint no. 8 – Verifications  of compliance with the Conditions of the Decision on Providing a Grant dated 1 Nov 2007, specifying the procedures in verifying the provisions of the Conditions.

The Managing Authority also provides information and offers consultations to the staff of intermediate bodies, and it organises meetings with the intermediate bodies on current issues as necessary.

Administration and Implementation

In 2007, the last 6th call for project proposals was made. Under that call, the remaining available funds were distributed and the total programme allocation was absorbed. All the current substitute projects from the previous calls, still interested in project implementation, were also used for that purpose. As it had been decided that new commitments may be concluded only up to mid 2007, it was necessary to take measures to speed up the administration of the last call. That goal was achieved in cooperation with the intermediate bodies.

In the second half of the year it was necessary to focus on meeting the N+2 targets and to take measures to achieve them by the end of the year. The procedures of monitoring the absorption of the funds were unified, which eliminated the to-date problems with communication with the other entities monitoring the development of the programme absorption. Even in that year, the Managing Authority identified delays in drawing the funds mainly due to postponed schedules of implementation of some projects. Mainly changes in the method of project administration by the intermediate body CRD proved efficient. Small improvements of procedures were proposed on the basis of checks by the Managing Authority and external verification bodies, leading to a faster and more effective administration of payments and making changes in projects. A significant improvement was the more efficient communication of intermediate bodies with final beneficiaries.
Financial Management

In connection with the second reorganisation of the Managing Authority (21 Jun 2007), the financial unit administering payments and grant decisions was transferred to the MRD Budget Department. The transfer of the financial unit of the Managing Authority to the financial units of the MRD improved the communication with those financial bodies. That change also helped simplify some procedures and speed up the process of administering payment claims. Very good communication with the other bodies ensuring the Managing Authority activities continues to be ensured and so the change did not have a negative impact on the other activities and their coordination within the Managing Authority.

Monitoring System

The monitoring system was updated 12 times with regard to the installation cycle. The Managing Authority responded to operative suggestions reflecting the changes in methodologies and the specific needs of IS users to modify the monitoring system, which were incorporated in the regular requirements for IS modifications. The majority of the requirements asked to modify or request new reports from the IS Monit SPD Obj. 2 as well as to modify and complement parts concerning verifications and payments.

One of the risks the Managing Authority tried to prevent in 2007 were the outmoded data in the IS MONIT SPD Obj. 2 or the MSSF Central due to e.g. erroneous or late input of updated data about projects by intermediate bodies. The Managing Authority therefore regularly checked the data recency and, in cooperation with the intermediate body, ensured corrections where imprecision was discovered. That activity had a positive impact on the informative value of the data from the IS and ensured reliable data for the needs of programme management.

The MSSF Central was modified in 2007 to improve the monitoring of achievement on monitoring indicators. It turned out that the links among project-level and programme-level monitoring indicators are not finalised and entered in the MSSF Central, and so the following steps were necessary:

· Drawing up a log-chain between project-level and programme-level monitoring indicators;

· Modifying the methodical sheets of project-level and programme-level monitoring indicators based on their mutual links;

· Entering algorithms and modifying the particular project-level and programme-level monitoring indicators in the MSSF Central so that the monitoring indicator values aggregate directly from the system (setting the algorithm calculation and links for aggregation, unification of units and types of project-level and programme-level indicators - output, result, impact).
That activity concerning monitoring indicators was undertaken in cooperation with the  CSF MA which considered this topic as crucial in 2007.

Staffing of the Programme Implementation

In 2007, the Managing Authority was reorganised twice (15 Apr and 21 Jun 2007 – for more details see chapter 1.3.2 Institutional set-up), which brought a partial stabilisation and mainly improved the substitutability of the Managing Authority staff. Despite that, the Managing Authority still faced significant fluctuation of employees mainly in connection with setting up the managing authorities of new operational programmes for the programming period 2007 – 2013, and with starting maternity leaves. In connection with that problem, the government adopted Decree no. 818/2007 to stabilise the staff in state administration in the area of Structural Funds. By the end of 2007, that government decree was partially implemented in the form of extraordinary monthly awards to the Structural Funds staff in the Ministry for Regional Development.

4.1.2 Description of significant problems and their solution at the CRD level

The Centre for Regional Development of the CR is an intermediate body under the SPD Obj. 2 implementation to which the Managing Authority delegated the execution of part of its activities, the checks of projects prior to their approval, drafting the Conditions of the Decision on granting aid to individual projects, monitoring the progress of project implementation, checks of the implementation of projects and actions including award of public contract (public procurement) controls pursuant to the set conditions and administration of payment claims, the checks of stages/projects prior to their payment inclusive. The checks are divided according to their type to ex-ante checks, interim checks (interim and interim with payment), award of contracts controls and ex-post checks. 

Based on the experience with the development and problems in administration or implementation of projects gained in 2005 and 2006, it was necessary to modify or specify the procedures and check lists to achieve more effective administration of projects, payment claims and the particular types of checks in internal methodical guideline “MP14 – EU programmes, their management and implementation” which was updated twice during 2007. 
Administration of projects

In 2007, the CRD had to deal with a difficult task in project administration – to administer completely the projects from the 5th and 6th call including all substitute projects within May and June, i.e. to carry out risk analyses, ex-ante checks of risky projects, to prepare and modify source documents for issuing all Decisions and Conditions. Despite the large number of projects and the extremely short time for administration of both calls, the conduct of ex-ante risk analyses and some ex-ante checks of projects proved as a useful and effective step for future project administration already for the absorption of the 2005 allocation but mainly for the winding up of the whole programme in 2008 and for ensuring successful project administration. Practically all projects were, at least a little, modified - the most frequent project risks were unrealistic schedules, wrongly interpreted budget items e.g. in publicity, wages etc. Immediately after the successful issuing of Decisions and Conditions for the particular projects in May and June the CRD started to analyse the project administration and the particular payment claims in regard of the absorption of the 2005 allocation. In cooperation with the SPD Obj. 2 MA, the RC secretariat and the final beneficiaries, the CRD set the administration of selected projects with a large volume of funds so that the 2005 allocation would be absorbed, which was achieved. Another important task will be now to wind up the SPD Obj. 2 in 2008 where the administration is expected to increase enormously due to the winding up of the whole programme.
It is positive that, compared to 2006, the administration of payments has shortened at the CRD and at the same time the number of projects (or payment claims) that remained at the CRD for more than two months for any reason has also decreased.
In the second half of 2007, the IS MONIT of the SPD Obj. 2 was significantly modified, which was manifested fully only in 2008. The changes concerned mainly the setup of a new bookmark "Sustainability" which should simplify the checks of monitoring reports on project sustainability. At the same time, the service DAEMON was put into operation to warn sufficiently in advance of the deadline for submitting a monitoring report; the CRD can use that service to notify the beneficiaries of the approaching deadline.
At the end of 2007, detailed checklists were received from the State Environmental Fund on recommendation of the EC to improve the quality of inspections on public procurement. They will be put in practice only in the course of 2008. The change also required a modification of the bookmark “Tenders” in the IS MONIT of the SPD Obj. 2.

Project management

No significant problems occurred in checking the compliance with the project publicity rules in 2007. In the course of 2007, the general awareness of final beneficiaries on publicity rules was enhanced. There has also been a marked difference between the projects of constructions works and projects under measures within Priority 2. In case of projects involving the so called “soft elements“, such as studies, publications, articles, research and development and the like, it is more difficult for final beneficiaries to observe the publicity rules. A relatively frequent problem is the observance of project publicity in the terms of reference documentation for selecting a supplier – the documentation usually does not mention at all that the project is financed from the EU funds and the SPD Obj. 2. The publishing of the Manual on the Corporate Design and its distribution to final beneficiaries by the Managing Authority has proven yet another step to improvement. The final beneficiaries communicate and consult more often with the CRD on the particular outputs and proposals of project publicity.
In the field of checking the compliance with public procurement rules the cooperation between final beneficiaries in the provision of documentation on the progress of procurement procedure was reported. However, complete sets of documents on the procurement procedures continue not to be provided already at the time of checking the terms of reference documentation for the tender procedure. This fact of course extends the time necessary for verification of the public procurement procedure eligibility and it can create problems for final beneficiaries with the project schedule. 

In public procurement verifications remarkable qualitative improvements of processes were shown, achieved also by the amendment to Act on public contracts, effective as of 1 July 2006. The most frequent mistake was the failure to designate substitute members of the Evaluation Committee, or far too ambiguous evaluation criteria and the method of evaluating the bids. The failure to comply with the minimum time limits for individual processes set by the law, such as the period for bid preparation, remains to be a serious problem.

In assessing and approving the changes during the project implementation process, in 2007 there was a slight improvement in their notification by final beneficiaries due to the theoretical and practical knowledge acquired in the administration of projects implementation as well as the first experience gained by the majority of final beneficiaries. The well done risk analysis and ex-ante checks of new projects also brought good results, the final beneficiaries received explanation of the particular administrative steps, the necessity to notify changes, consult tender documentation, consult in advance all changes in projects so that there is time and space both for the CRD and the MA to approve and implement the changes successfully and without risks. Despite the increased time pressure and administrative burden on the CRD staff, the measures taken will be certainly appreciated at the end of the programme when a large number of projects will have to be completed.

The most frequent types of changes in projects (typology) by measures

	Measure
	Title
	1
	2
	3
	4
	5
	6
	7
	8

	1.1
	Transport systems enhancing the transformation of the urban environment
	
	x
	x
	
	x
	X
	
	

	1.2
	Regeneration of damaged and unsuitably used areas
	
	x
	x
	
	x
	X
	
	

	1.3
	Public infrastructure improving the quality of life mainly in housing estates
	
	X
	X
	X
	X
	
	
	X

	2.1
	Improving the quality of partnership among the public and private, non-profit sector, science and research
	x
	x
	x
	X
	x
	x
	X
	

	2.2
	Support for small and medium-sized enterprises; favourable business environment
	x
	x
	x
	
	x
	x
	
	

	2.3
	Development of strategic services to support information society in Prague
	x
	x
	x
	
	x
	x
	X
	

	3.1
	TA I - Expenditure on direct programme management
	
	x
	
	
	x
	
	x
	

	3.2
	TA II - Expenditure on technical support
	
	X
	
	
	X
	
	X
	


	Types of changes

	1
	Change of the project manager, contact details except the title and address of the beneficiary etc.

	2
	Changes in expenditure and dates of project stages where they do not cause a transfer of absorbing the expenditure between annual allocations 

	3
	Transfer of funds between the main budget items (chapters) up to 15% of the original amount of the relevant item. The limit concerns only the budget column “Total for project”.

	4
	Changes that will affect outputs, results or impacts of the project (project-level and programme-level indicators) and which will affect objectives, content or focus of the project.

	5
	Changes affecting the financing plan or the duration of the project.

	6
	Changes significantly affecting the project budget – transfer of funds between the main budget items where the target or source item changes its original value by more than 15% 

	7
	Changes in the project account, registered office or title of the FB

	8
	Application for consent with renting (borrowing) the project output


Financial Management

In the course of the year, it was also necessary to clarify the understanding of certain disputable items of eligible expenditure and the assessment of project revenues. The definition of some types of expenditure was too broad and in the administration of payment claims they had to be assessed as to their eligibility.
The most serious problem showed to be the absorption of the 2005 allocation but it was successfully absorbed.
Also effected was the simplification of monitoring reports, statement of expenditure paid by the final beneficiary, simplification of evidencing, e.g. of wages or travel expenses. A new invoice list form was created during the year, a new ISPROFIN form started to be used during the year, which resulted in a higher administrative burden on the IB and on the final beneficiaries. A methodology was drawn up for the use of the new ISPROFIN form, and training was organised for the final beneficiaries.
4.2 Activities carried out by the SPD Obj. 2 Monitoring Committee 

The SPD Obj. 2 Monitoring Committee was set up by the Minister for Regional Development, based on a proposal of the SPD Obj. 2 Managing Authority after a consultation with the partners and while respecting the principle of equal opportunities. Details concerning the composition, organisation and activities of the SPD Obj. 2 MC are laid down in its statute approved by the Minister for Regional Development on 8 September 2004. Based on the 3rd written procedure (30 Mar - 16 Apr 2007, for more details see chapter 5.2.1 Overview of the SPD Obj. 2 MC activities) a new Statute and Rules of Procedure of the SPD Obj. 2 MC were approved.
The SPD Obj. 2 MC has 35 regular members, of whom 33 have the voting right. These are representatives of ministries, intermediate bodies, regions of the selected SPD Obj. 2 territory, professional, economic and social partners, NGOs and representatives of the European Commission and the European Investment Bank.

The task of the SPD Obj. 2 Monitoring Committee is to supervise the SPD Obj. 2 implementation, particularly in terms of the compliance with the EU and CR regulations, achievement of the programme’s objectives and effectiveness of the public funds spent.
4.2.1 Overview of the SPD Obj. 2 MC Activities

In the period from 1 Jan 2007 to 31 Dec 2007, the SPD Obj. 2 Monitoring Committee held:

· 1 written procedure 
· 2 regular meetings . 
No thematic working groups of the Monitoring Committee were established in the referred to period.

3rd written procedure of the SPD Obj. 2 MC (30 Mar – 16 Apr 2007)

Based on the results of the 3rd written procedure of the SPD Obj. 2 Monitoring Committee, held from 30 Mar 2007 till 16 Apr 2007, and based on Article 3 paragraph 6 of the SPD Obj. 2 MC Rules of Procedure, the SPD Obj. 2 Monitoring Committee resolved on the following:

· The SPD Obj. 2 Monitoring Committee approved changes in the SPD Obj. 2 Programme Complement in the proposed wording in version 1.8

· The SPD Obj. 2 Monitoring Committee approved changes in its Rules of Procedure, mainly that:

· A nominated member with a voting right may, in  exceptional cases, grant special full powers to represent its institution at the MC session to a third person. The substitute or the person with granted full powers to represent the institution at the MC session has, in such case, the same rights as the MC member.

· The SPD Obj. 2 Monitoring Committee approved changes in its Statute, mainly that:

· MC members with a voting right are authorised, in exceptional cases, based on special full powers, to grant authority to represent at the MC session to a third person from the represented organisation or institution. The substitute or the authorised person has, in such case, the same rights as the MC member.

· The SPD Obj. 2 Monitoring Committee approved the final version of the minutes of the 7th SPD Obj. 2 MC session held on 15 Nov 2006 as proposed.
8th meeting of the SPD Obj. 2 MC (on 1 Jun 2007)
The 8th session of the SPD Obj. 2 Monitoring Committee was held on 1 June 2007 from 10 a.m. in the Kaiserstejnsky Palace in Prague 1. The agenda of the meeting included mainly the discussion and approval of the Annual Implementation Report of the SPD Obj. 2 for 2006. 
Conclusions of the meeting:

· The SPD Obj. 2 MC approved:

· The Annual Implementation Report of the SPD Obj. 2 for 2006 submitted at the session as source material for item 3 of the agenda
· The SPD Obj. 2 MC took notice of: 

· Interim Implementation Report on the SPD Obj. 2 drawn up as of 30 Apr 2007, submitted as source material for item 4 of the session

· Information on approved changes in the Statute and Rules of Procedure of the SPD Obj. 2 MC
9th meeting of the SPD Obj. 2 MC (on 21 Nov 2007)

The 9th session of the SPD Obj. 2 Monitoring Committee was held on 21 November 2007 from 10 a.m. in Hotel Kampa in Prague 1. The agenda of the meeting included mainly information on the SPD Obj. 2 progress, the discussion and approval of the Plan of Drawing the SPD Obj. 2 Technical Assistance for 2008 and achievement of the Communications Action Plan for 2007 including the plan for 2008.
Conclusions of the meeting:

· The SPD Obj. 2 MC approved:

· The Plan of Drawing the SPD Obj. 2 Technical Assistance for 2008 submitted at the session as source material “Information on SPD Obj. 2 Technical Assistance” for item 6 of the agenda

· Minutes of the 8th session of the SPD Obj. 2 MC held on 1 Jun 2007 as per the source material for item 3 of the agenda “Minutes of the 8th SPD Obj. 2 MC session”.

· The SPD Obj. 2 MC took notice of: 

· Interim Implementation Report on the SPD Obj. 2 drawn up as of 31 Aug 2007, submitted as source material for item 4 of the session

· Information on the SPD Obj. 2 Communications Action Plan as per source material for item 5 of the session “SPD Obj. 2 Communications Action Plan”;

· Information on continuation of the SPD Obj. 2 in the new programming period 2007-2013 as the Operational Programme Prague – Competitiveness.
4.2.2 The SPD Obj. 2 Programming Document and SPD Obj. 2 Programme Complement and its changes

SPD Obj. 2 Programme Complement

Based on the 3rd written procedure of the SPD Obj. 2 Monitoring Committee held from 30 Mar 2007 till 16 Apr 2007, the following changes were made to the SPD Obj. 2 Programme Complement:

· Chapter 4, sub-chapter 4.3 System of project selection in the SPD Obj. will be expanded based on the SPD Obj. 2 MC members’ request with: “The Regional Council Secretariat informs the Managing Authority about public sessions for project selection sufficiently in advance. The Managing Authority or 
· the SPD Obj. 2 MC secretariat informs the SPD Obj. 2 MC members of the public sessions on project selection”. 
After being approved by the European Commission on 21 Aug 2007, the new version of the SPD Obj. 2 Programme Complement (version 1.8) was published in Czech and English on the website of the SPD Obj. 2 (www.strukturalni-fondy.cz/jpd2).  

SPD Obj. 2 Programming Document
In 2007, no changes were made to the SPD Obj. 2 Programming Document. Its update is planned for 2008.  
4.3     Monitoring and Evaluation

4.3.1 Progress achieved on indicators 

In the SPD Obj. 2, progress is monitored also by following the monitoring indicators for the programme and for the projects. Programme-level monitoring indicators and their planned target values are defined in the Programme Complement up to the level of measures. The Programme Complement contains a list of project-level monitoring indicators for the relevant measures.

The final beneficiaries/recipients use the project-level monitoring indicators to define the targets, results and outputs of the individual projects or actions. Fulfilling the project-level monitoring indicators leads to the fulfilment of programme-level monitoring indicators. However, some project-level monitoring indicators are only used to describe a project and they have no link to a programme-level monitoring indicator.

The target values of the project-level monitoring indicators are projected into the Decision on providing a grant or into Action Financing Contracts concluded between the Prague City Hall  as the final beneficiary of the ASs and the final recipients for the particular actions.

In the case of aid schemes, the Decision on providing a grant reflects the values of programme-level monitoring indicators at the level of the relevant sub-measure. In total, the resulting values of the programme-level monitoring indicators for the particular measures and priorities depend on the implementation of the individual projects and actions under aid schemes. Several important implementation steps have been taken concerning the programme-level and project-level monitoring indicators during the programme implementation.

The project-level monitoring indicators have been broken down to key and secondary indicators. The reason was the exact specification of sanction procedures in the case of a failure to meet the set project-level monitoring indicators for individual projects and actions. The set values of key project-level monitoring indicators must always be achieved and the failure to meet the commitment at more than 10% results in a proportional reduction of the grant. The failure to achieve the values of secondary project-level monitoring indicators is not considered a breach of budgetary discipline if at least one key monitoring indicator was selected in the project. An exception occurs when the project selects only secondary monitoring indicators – in such case the failure to achieve their values is treated the same way as for the key monitoring indicators.
The programme-level monitoring indicators are broken down to outputs (related to activities and their direct participants), results (related to direct and immediate effects of the programme) and impacts (related to the consequences of the programme).  Given the nature of some programme-level monitoring indicators, their fulfilment is hard to measure. That concerns mainly the impact indicators whose values will be quantified after the programme is wound up.

A wide range of the project-level monitoring indicators have shown as problematic in their link to the programme-level monitoring indicators. The project-level monitoring indicators are not always linked to their programme-level monitoring indicators at the level of measure or priority.

In some cases the final beneficiaries did not understand correctly the nature of the project-level monitoring indicators and they committed themselves to unrealistic values of the monitoring indicators, or their starting or target value was set incorrectly. The intermediate bodies made a general check of this problem in the particular projects and in such cases the values in the grant decision were modified. Nevertheless, when considering such change, its impact on the project results and on any change in the process of project appraisal is assessed. 
The planned values for some programme-level monitoring indicators, set out in the Programme Complement, seem overvalued considering the current status of implementation. On the contrary, some values were undervalued in the programme preparation and the resulting value will exceed substantially the planned value. It is connected to erroneous estimates of values in the programme preparation because comparisons with similar grant programmes were not possible. Another cause of the situation is the erroneous estimate of demand by potential applicants in the particular types of assisted projects.
In the course of 2007, a significant progress was achieved in fulfilling the programme-level monitoring indicators by implemented projects in all measures. Many projects have been completed or reached the one-year period necessary to fulfil some project-level monitoring indicators (e.g. creating gross jobs). To achieve a higher-quality and more precise monitoring of the project-level and programme-level monitoring indicators the SPD Obj. 2 Managing Authority carried out several activities in 2007:

·  Completing the log-chain between project-level and programme-level monitoring indicators;
· Modifying the methodical sheets of project-level and programme-level monitoring indicators
 based on their mutual links;

· Identifying erroneous project statuses and correcting them or sending corrective suggestions to intermediate bodies and checking such corrections;
· Uploading and adjusting the particular project-level and programme-level monitoring indicators in the MSSF Central – setting the calculation algorithm and links for aggregation, unification of units and types of project-level and programme-level indicators (output, result, impact) so that  the monitoring indicator values aggregate directly from the system.
More details on fulfilling the programme-level monitoring indicators are provided in the chapters on the relevant measures.
4.3.2 Evaluation

Based on a recommendation of the European Commission and the CSF Evaluation Unit, ad-hoc evaluation of the SPD Obj. 2 was carried out from October 2006 to February 2007, focused on the reasons behind the low absorption capacity of the programme. The results of the project including the final report were presented at the 8th session of the SPD Obj. 2 Monitoring Committee in June 2007. The conclusions of the evaluation are also published on the programme website.

The main recommendations for SPD Obj. 2:

1. To ensure that the favourable trend in absorbing the allocation continues, mainly

· To absorb the remaining allocation with quality projects, to create a sufficient store of substitute projects

· To ensure compliance with the schedule of the implemented projects

· To eliminate any irregularities in the implemented projects

· To monitor savings in the finishing projects  

2. To monitor the fulfilment of programme objectives, mainly of project-level and programme-level monitoring indicators

3. To consider recruitment of new staff in intermediate bodies.

The recommendations from the results of the evaluation “Experience and recommendation of the JROP and SPD Obj. 2 MA for the programming period 2007-2013” became the most frequently downloaded document and were used further as a source document for setting the new operational programmes, such as the OP Prague - Competitiveness and the IOP, for the programming period 2007-2013.

Ex-post evaluation

Pursuant to Art. 43 of Regulation no. 1260/1999 on general provisions on the structural funds, the ex-post evaluation will be carried out by the European Commission no later than by the end of 2009, in close cooperation with the member state or the Managing Authority.
The ex-post evaluation recapitulates and assesses the whole programme, mainly its impacts. Its purpose is to analyse the use of sources and to report on the efficiency and effectiveness of interventions and the extent to which the expected effects were achieved. It focuses on success and failure factors and on the sustainability of results and impacts. The intention is to draw conclusions that it will be possible to generalise and apply to other programmes or regions.

The execution of the ex-post evaluation has been divided by the European Commission into 11 topics and one evaluator was selected for each topic.
The key topics selected are:

1. Eligibility of strategies

2. Implementation study for data

3. Macro-economic modelling

4. Structural changes and globalisation

5. Effectiveness – environment, transport, climatic changes

6. Effectiveness – production environment, innovation

7. Effectiveness of demographic change, gender issues

8. Modelling for the topic of transport

9. Rural development

10. Efficiency

11. Management and implementation.

From spring 2007, the ex-post evaluation was in its preparation stages, mainly defining the strategy and preparing the implementation study for data. Communication intensified between the SPD Obj. 2 MA and the evaluators at the end of 2007 when first requirements of the European Commission appeared concerning access to specific types of monitoring indicators and their methodical clarification. In January 2008, the representatives of evaluators authorised by the European Commission met for the first time with the SPD Obj. 2 MA.
The results and progress of ex-post evaluations to date are regularly published on the website of DG Regio: http://ec.europa.eu/regional_policy/sources/docgener/evaluation/rado_fr.htm.
4.4  Verification activities
The financial control and internal control system of the SPD Obj. 2 are governed by Act No. 320/2001 , on financial control in public administration and on amendment to some Acts, as amended (hereinafter referred to as the “Act on Financial Control”) and by Order No 416/2004 . The financial control, its management and control mechanisms are set up and implemented in practice also pursuant to Article 38 of Council Regulation (EC) No 1260/1999, laying down general provisions on the Structural Funds, Commission Regulation No 438/2001, laying down detailed rules for the implementation of Council Regulation (EC) No 1260/1999 as regards the management and control systems for assistance granted under the Structural Funds, and Commission Regulation (EC) No 2355/2002, amending the Commission Regulation (EC) No 438/2001. 

The financial control in the SPD Obj. 2, performed in line with the Act on Financial Control, is a component part of the financial management system ensuring the management of public funds and consists of the internal control system, including:

· management control – performed by the SPD Obj. 2 MA and the bodies authorised by it;

· internal audit – performed by the Autonomous Internal Audit Unit of the MRD and by entities cooperating with it;

· checks pursuant to Article 4 of Commission Regulation (EC) No 438/2001 – checks on project implementation, performed by the individual CRD office;
· checks pursuant to Article 10 of Commission Regulation (EC) No 438/2001 – sample checks on operations carried out by the Control Department of the MRD;
· external audit – performed by inspection authorities designated to this purpose (Supreme Audit Office, Ministry of Finance, European Court of Auditors etc).

Internal Control System

Pursuant to Act on Financial Control, the SPD Obj. 2 MA sets up and maintains an efficient and effective internal control system, the basic requirements of which are:

· Drafting manuals and other follow-up internal regulations at all levels of management, which include detailed written working procedures used in carrying out individual activities. The SPD Obj. 2 Managing Authority issues these manuals as the so called controlled documentation;

· Consistent application of the system of a dual independent check and dual signature in the approval of individual documents and payments execution;

· Substitutability of staff at all levels and in all positions. This requirement is met by the job descriptions of the SPD Obj. 2 MA staff. Activities at the level of the SPD Obj. 2 Managing Authority including detailed job description of individual positions and their mutual relationship are addressed through the ARIS module which is continuously updated;

· Safe use of information systems – information systems are subject to regular tests in order to guarantee their safety and security against failure. The SPD Obj. 2 MA makes sure that the staff have sufficient information for their work with information system (IS MONIT and ELZA training);

· Consistent prevention of potential conflict of interests – if there is any reason to suspect a biased conduct, the employee concerned notifies promptly his/her superior, which is followed by procedures pursuant to Act on Financial Control;

· As part of the consistent prevention of conflict of interests, the Code of Ethics of the SPD Obj. 2 was adopted, which is binding for the SPD Obj. 2 MA, intermediate bodies and final beneficiaries under the aid schemes; 

· For all decision-making processes and control activities the audit trail principle shall be provided – processes have to be traceable;

· Risk management within the SPD Obj. 2 – a system of risk identification and analysis is provided.
Management Control

Management control is the control performed by the executive and other authorised staff of the SPD Obj. 2 MA and intermediate bodies as a component part of the SPD Obj. 2 internal management, namely during the preparation of projects/actions, prior to their approval, during the ongoing monitoring of the implemented projects/actions under the SPD Obj. 2 until their final settlement and billing and during the subsequent examination of selected projects/actions as a part of the evaluation of the achieved results and sound financial management.

The aim of the management control is an early detection of administrative, system or intentional errors or omissions and prevention of potential errors and omissions.

 The SPD Obj. 2 MA carries out the check on delegated activities at the workplaces of the intermediate bodies and the AS holder. 

In the period between 1 January and 31 December 2007, there were 3 checks carried out (1 on a TA project, 1 on the Aid Scheme holder and 1 on an individual project). 

The most frequent finding detected was the failure of the authorised IB staff and AS holder to update data in the IS MONIT in time in order to reflect the current status of projects/actions as accurately as possible, deficiencies in the evidence of fulfilling the monitoring indicators, absence of tender documentation, deficiencies in the tender process, formal deficiencies in accounting and tax documents, formal deficiencies in monitoring reports. Deficiencies were also found in the set control system. This obligation is brought to the attention of the intermediate bodies’ and the AS holder's staff by the Managing Authority which has issued instructions to remove the discovered deficiencies and has included that fact among the risk areas with a requirement to verify the given area on an ongoing basis.

Internal audit of the SPD Obj. 2

The Autonomous Internal Audit Unit (hereinafter referred to as the “AIAU”) performs the internal independent audit on the SPD Obj. 2 Managing Authority in line with the Act on Financial Control. The AIAU performs the audits based on the approved annual plan of audit activities. 
Pursuant to its conclusions and after consultations with the SPD Obj. 2 MA, the AIAU submits to the Minister for Regional Development the final reports on audits conducted with recommendations for corrections of deficiencies detected. At the same time the AIAU offers consultancy services in the setting up of the management and control system and the SPD Obj. 2 implementation risk analysis. The AIAU also provides methodology for internal audit units at individual levels of implementation structure of the SPD Obj. 2 Programme (internal audit of the Prague City Hall, internal audit of the CRD). As part of audit investigations, apart from other activities, the AIAU examines the performance of internal audit bodies which belong to the implementation structure but are outside the organisational structure of the MRD. In this area the AIAU focuses mainly on the quality of internal audits carried out by such units so that it can provide an adequate guarantee to the SPD Obj. 2 Managing Authority of the functionality of the SPD Obj. 2 implementation system. The AIAU verifies predominantly the observance of the set procedures, the quality of documentation, reporting etc.

In January 2007, the Autonomous Internal Audit Unit of the MRD completed the “Audit on the implementation systems of the JROP and SPD Obj. 2 and programmes supporting the processing of project applications for the JROP and SPD Obj. 2” launched on 17 October 2006. The final report on the findings of the audit were received and discussed by the SPD Obj. 2 MA on 17 January 2007. The MA commented on the findings contained in the final report and adopted or proposed corrective steps on 25 July 2007.
Checks pursuant to Article 4 of Commission Regulation (EC) No 438/2001

The SPD Obj. 2 MA delegated the conduct of activities related to financial and physical implementation checks to the intermediate body - the Centre for Regional Development of the CR, the main task of which is to supervise the implementation of projects. Actions are checked by the holders of the relevant aid schemes. In the SPD Obj. 2 terminology, checks are divided into three basic types – ex-ante, interim and ex-post checks. Checks are further divided into physical (on-the-spot) and administrative checks.

The checks can be conducted following the schedule or outside this schedule, if the monitoring reports, monitoring visits or other findings give rise to suspicion of deficiencies or irregularities in the implementation of a particular project. The schedule of checks is always prepared one month in advance.

The checks on physical implementation of project are conducted in a differentiated manner according to the amount of total project costs as follows:

· in projects over CZK 90 million each stage of the project shall be checked

· in projects with the total costs amounting to CZK 25 to 90 million, each project shall be checked

· in projects with the total costs amounting to CZK  2 to 25 million, at least 50 % of such projects shall be checked

· in projects with the total costs amounting to less than CZK 2 million, at least 10% of such projects shall be checked

The physical implementation check shall also be performed in all projects of business entities prior to the payment related to the stage/project.

It is also required to check at least one action a year under each Aid Scheme and the checks shall cover the total of 5 % of actions under the Aid Scheme over the period of its implementation. Checks on the implementation of projects under the aid schemes are conducted in 100 % of final beneficiaries by the AS holder who provides the detailed description of such procedures in the AS Implementing Guidelines.

In the period from 1 Jan to 31 Dec 2007, the following number of checks on projects/actions was conducted pursuant to Article 4 (checks are completed or were started).
Numbers of checks on individual projects/actions pursuant to Article 4

	Measure
	Physical  ex-ante
	Physical  interim
	Physical interim  with payment
	 Physical ex-post
	Total checks (including checks on tenders)

	1.1
	0
	3
	4
	0
	7

	1.2
	1
	0
	2
	0
	3

	1.3
	1
	3
	9
	0
	13

	2.1
	3
	3
	2
	0
	8

	2.2.1 Checked by the AS holder
	6
	6
	27
	5
	44

	2.2.2
	0
	1
	4
	0
	5

	2.3
	0
	2
	2
	1
	5

	3.1
	0
	0
	0
	0
	0

	3.2
	0
	0
	0
	0
	0

	Total checks incl. tenders
	11
	18
	50
	6
	85


In 2007, a total of 85 checks pursuant to Art. 4 were completed or started by the intermediate bodies and the AS holder including the checks of tenders. 

Verification activity of the Centre for Regional Development

In 2007, compared to 2006, the verification activity strongly intensified mainly in physical checks on the spot – verifying that the  co-financed products and services were really supplied and that the claimed expenditure was really spent, and verification of the eligibility of expenditure and of concordance between the declared and the achieved aims of the particular projects. Throughout the year, risk analyses were carried out (mainly interim and ex-post) and checks (physical and administrative). In the reported period, mainly interim, final and ex-post checks were made, most frequently interim checks with payment carried out when a final beneficiary submitted a progress report on a project stage along with a payment claim. The purpose of the mainly financial check was to verify the eligibility of expenditure of the project which the final beneficiary claimed reimbursement for. When processing and checking the documents attached to the monitoring reports, the most frequent errors were the incorrectly filled in monitoring reports and incomplete annexes. For more details see the table below.
Verifications (physical and administrative) on individual projects carried out in 2007

	Measure
	Number of checked projects
	Ex-ante
	Interim
	Interim with payment
	Ex-post
	Checks on tenders
	Total number of checks
	Risk analysis ex-ante
	Risk analysis interim
	Risk analysis ex-post

	1.1.
	9
	0
	3
	13
	0
	3
	19
	1
	7
	6

	1.2.
	15
	7
	0
	12
	0
	5
	24
	9
	8
	6

	1.3.
	22
	7
	3
	29
	0
	4
	43
	9
	10
	10

	2.1.
	11
	5
	3
	14
	0
	6
	28
	5
	7
	0

	2.2.2.
	7
	1
	1
	13
	0
	3
	18
	1
	6
	0

	2.3.
	7
	0
	3
	9
	1
	4
	17
	5
	5
	3

	Total
	71
	20
	13
	90
	1
	25
	149
	30
	43
	25


Overview of more serious and repeated verification findings in 2007:

· Errors in the procurement procedure – breaching the Act on public contracts

· Non-compliance with the set periods for notification of changes

· Implementation of activities not planned in the project

· Implementation of activities at an extent larger than planned

· Non-compliance with the project implementation schedule

· Violating the ban on alienation/rent of the subject of the project

· Failure to notify/deduct income at the time of implementation

· Non-compliance with deadlines for submitting the monitoring reports

· Insufficient documentation of expenditure claimed for reimbursement

· Invoicing other than the ordered (contractually agreed) amount

· Expenditure does not meet the time test of eligibility

· Price typical at the time and place 

· Concurrence of full-time employment and agreements performed outside the full-time employment for a similar kind of work

The CRD ensured corrections of all the verification findings or the findings were transferred to the Managing Authority for solution.
Checks pursuant to Article 10 of Commission Regulation (EC) No 438/2001 (sample checks on operations)

The sample checks on operations, which shall cover at least 5 % of the total eligible expenditure, are conducted by the Control Department of the MRD as a unit functionally independent and organisationally separated from the management structures. These checks are carried out ex-post, i.e. after the operation is implemented, but before the winding up of the programme, namely at the place of its implementation. The checks include samples of all administrative activities in line with the practical application and efficiency of the management and control system in the framework of the operation. The management, sample selection, sampling methodology etc. are governed by the Act on Financial Control, the relevant methodical instructions of the Central Harmonisation Unit of the MoF and the internal regulations of the MRD Control Department.

In the period from 1 Jan to 31 Dec 2007, the Control Department of the MRD conducted the 2nd level checks in 5 projects under the SPD Obj. 2:



   

· CZ.04.2.06/1.3.00.1/0022

· CZ.04.2.06/2.2.01.1/0089

· CZ.04.2.06/1.1.00.3/0092

· CZ.04.2.06/3.2.00.9/0129

· CZ.04.2.06/3.1.00.9/0132

The SPD Obj. 2 MA monitors the outputs of the checks and where necessary it adopts relevant measures. That happened in two cases out of the checks mentioned above.

External independent verification
European Commission

In the period from 26 Feb till 2 Mar 2007, the Directorate General for Regional Policy of the European Commission (DG Regio) made a project audit on the JROP and SPD Obj. 2 to verify eligibility and correctness.

In October 2007, the SPD Obj. 2 MA received a report from the public procurement audit carried out by the Directorate General for Regional Policy of the European Commission (control and audit unit of the Cohesion Fund, ISPA and ERDF) from 26 till 30 Jun 2006. The MA dispatched information on the settlement of the particular recommendations and its statement on 4 Dec 2007. A summarised statement of all audited entities was prepared and dispatched on 6 Dec 2007.
Ministry of Finance – the National Fund

The Ministry of Finance – the National Fund department checked the system for drawing Structural Funds money under the SPD Obj. 2 and SPD Obj. 3 at the Prague City Hall on 22 June and 18 July 2007. The check focused on project selection and appraisal, and administration of project applications.
4.5  Irregularities

The term irregularity is defined for the purpose of protecting the financial interests of the EC and treating the funds provided from the aggregate budget of the European Communities in Council Regulation (EC, EUROATOM) No 2988/1995 of 18 December 1995 on the protection of the European Communities financial interest.

Irregularity shall mean “any infringement of a provision of Community law resulting from (an attempt to carry out) an act or omission by an economic operator, which has, or would have, the effect of prejudicing the general budget of the Communities or budgets managed by them, either by reducing or losing revenue accruing from own resources collected directly on behalf of the Communities, or by an unjustified item of expenditure“.

In the national legislation a similar concept to an irregularity is the concept of the breach of budgetary discipline pursuant to Act No. 218/2000, on budgetary rules and on amendment to some related Acts, as amended. The concept of breach of the budgetary discipline is also referred to in Section 22 of Act No. 250/2000, on budgetary rules of territorial budgets.

An irregularity is established by the breach of the EC legal rules or Czech regulations governing the use of EC funds (including the requirements set for the final beneficiary/recipient by a contract or a decision on awarding a grant), both intentional and those caused by negligence. Where the EU and Czech legislation is not fully compatible, the relevant EU legislation is applied.
An irregularity can be suspected at any level of the implementation of Structural Funds, i.e. at the final recipient, final beneficiary, Managing Authority, intermediate body, Paying Unit or Paying Authority. To report the irregularity is the responsibility of the institution by which the irregularity was detected. The collection of information on irregularities and their addressing is the responsibility of the SPD Obj. 2 Managing Authority.

In 2007, the SPD Obj. 2 Managing Authority registered one suspected irregularity. That suspicion was reported in the regular quarterly cycles of notifications to the AFCOS contact point by means of the form “Report on Irregularities” in the MSSF Central. That irregularity was reported in the 4th quarter of 2007, sent to the AFCOS contact point on 15 Jan 2008. The reported suspected irregularity was evaluated by the SPD Obj. 2 Managing Authority as “confirmed suspicion of an irregularity”.
The above-mentioned suspected irregularity was submitted for investigation to the territorially appropriate Revenue Authority which, pursuant to Act No. 337/1992 on tax and fee administration, conducts the procedure to identify facts decisive for imposing the duty to surrender the Structural Funds funding due to a breach of budgetary discipline.
4.6  Use made of Technical Assistance 

Rule no. 11 par. 2 in Commission Regulation (EC) no. 448/2004 (originally rule no. 11 par. 2 of Regulation 1685/2000) enables the CR to finance from technical assistance the costs of preparation, monitoring, evaluation and control necessary in the management and implementation of the Structural Funds. 

According to the above, technical assistance covers activities that will support effective management, control and monitoring of the SPD Obj. 2 implementation.

The final beneficiaries of Technical Assistance are the SPD Obj. 2 Managing Authority, the Prague City Hall, Regional Council of cohesion region Prague (from July 2006 till 7 March 2007 when the RC Prague was cancelled and its rights and duties were transferred to the City of Prague), the Centre for Regional Development of the CR and the Czech-Moravian Guarantee and Development Bank
. The overall responsibility for absorbing the technical assistance funds lies with the Managing Authority of the SPD Obj. 2.
4.6.1 Focus of the Technical Assistance 

Measure 3.1

This measure finances activities supporting effective management and monitoring of the SPD Obj. 2 implementation as they are defined in Rule 11 par. 2 of Commission Regulation (EC) no. 448/2004.

The measure supports the following activities under the categories of: 

Monitoring and evaluation

· Costs incurred in the SPD Obj. 2 Monitoring Committee sessions,

· Costs of drawing up the ex-ante evaluation and environmental impact assessments, NATURA 2000, costs of the interim and ex-post evaluation of the programme including the expenditure on external advisors (project appraisal, ex-ante and ex-post evaluations, drafting of studies and reports on the SPD Obj. 2 implementation progress).

Inspections and control systems

· Expenditure on audits, support for the internal control system, checks carried out and reports on them, public procurement inspections, supervision over the rules of providing state aid.

Publicity and specialised publications

· Drawing up studies and reports on the SPD Obj. 2 implementation progress as source materials for the sessions of the SPD Obj. 2 Monitoring Committee, including the preparation of source materials for the annual and final reports.

Management and implementation

· Costs of the preparation, selection, appraisal and monitoring of the assistance and activities related to the SPD Obj. 2 implementation at the central and regional level (with the exception of expenditure on the acquisition and installation of computerised systems for management, monitoring and information analysis),

· Expenditure on salaries including social security contributions in the case of public officials seconded temporarily by virtue of an official decision of the relevant authority to carry out the above-mentioned tasks (at central and regional level) or in the case of other staff employed to carry out tasks related to the SPD Obj. 2 implementation, provided that the period for which these persons are seconded or employed under the above-mentioned purpose may not exceed the final date for the eligibility of expenditure  (the moment of the CR joining the EU, or the approval of the programme) laid down in the decision approving the assistance.

Measure 3.2
This measure covers activities defined in rule no. 11(3) of Commission Regulation (EC) no. 448/2004. Namely, the SF funding can be used for the following activities broken down to the categories of:

Monitoring and evaluation
-   Acquisition and installation of the monitoring system, i.e. a computerised system for management and monitoring of the SPD Obj. 2 implementation and for carrying out analyses,

· Drawing up analyses, source studies and the actual preparation of the OP for the period 2007-2013, including the ex-ante evaluation and environmental impact assessment,

· Drawing up studies and analyses monitoring the impacts of the programme implementation, analysing the progress of their implementation, suitability and effectiveness of the implementation structures, identifying the bottlenecks of the programme in order to recommend actions for operative improvement of the programme management efficiency or utilising the experience for the next programming period,

· Support for activities improving the methods of evaluation and exchange of information on good practice in implementing the Structural Funds assistance.

Publicity and specialised publications

· Fulfilling the requirements arising from the SPD Obj. 2 communication strategy including the organisation of information and publicity events, publishing promotional materials and carrying out analyses of the impacts of such events,

· Organising seminars and workshops focused on exchanging experience among the actors involved in the programme implementation (partners, final beneficiaries and the public), cooperation and exchange of experience with other EU regions, including discussions on the future direction of the assistance in the new programming period.
4.6.2 Implementation of Technical Assistance

Technical assistance is implemented in line with procedures set out in the „Technical Assistance Manual for the Single Programming Document” (the Manual) which forms an annex to the SPD Obj. 2 Operational Manual. The Manual covers the preparation, organisation and management of implementation, and the verification of the whole process of drawing the Technical Assistance. It is binding for all participants in Technical Assistance and it was reviewed in 2007 as of 1 Feb. 
4.6.3 Important projects of the Technical Assistance implemented during the reported period
SPD Obj. 2 MA

1. Project: “Ensuring the SPD Obj. 2 MA capacity for the SPD Obj. 2 management and implementation up to 2008”
Since the beginning of 2006, the opportunity has been used to finance the staff involved in the SPD Obj. 2 implementation at the level of the managing authority. In the reported period (1 Jan – 31 Dec 2007), 3 employees in the SPD Obj. 2 MA were paid monthly from the Technical Assistance and a total of CZK 1,255,477 was paid out. From the start of the implementation of the project, i.e. from 1 Jan 2006 till 31 Dec 2007, CZK 1,966,069 was paid out. These employees contribute to a faster refunding of the implemented projects and to a fluent drawing of the European Union funds, and the verification and monitoring activity of the Managing Authority was reinforced too.

It is planned that the staff paid from the TA will be gradually transferred to the operational programmes of the programming period 2007-2013 as the work under the SPD Obj. 2 will subside and the work under the new operational programmes administered by the MRD will grow.

2. Projects – training of the SPD Obj. 2 MA staff and the intermediate bodies
As part of preparations for the new programming period 2007-2013, a portion of the SPD Obj. 2 Technical Assistance funding was used on training activities. These activities were carried out both in the CR and abroad. The main purpose was the transfer of experience from the programming period 2004-2006 and use made of that experience in the preparation of new operational programmes. Roughly CZK 100 thousand was absorbed in the reported period.  

3. Actions under the Communications Action Plan (CAP) paid from the SPD Obj. 2 TA

Same as each year, 2007 not excepting, a part of the SPD Obj. 2 TA funds was dedicated to the financing of actions implemented under the approved CAP. Publicity was focused mainly on informing the general public about successful projects implemented under the SPD Obj. 2. It was e.g. a documentary on a project of a Prague borough which was subtitled in English so that it could be presented abroad as well. The budget of that project was CZK 130 thousand.
Prague City Hall
In 2007, the Prague City Hall drew assistance from the SPD Obj. 2 for the following implemented Technical Assistance projects: 

Legal, administrative and project support

As of 31 Dec 2007, the 2nd stage of the project was completed, the 3rd stage will end on 30 Jun 2008. The funding absorbed in 2007 totalled CZK 1.6 mil. and it was used to finance the staff involved in the SPD Obj. 2 implementation.

Publicity and monitoring

The project has run since March 2007, it will finish on 30 Jun 2008. In 2007, roughly a half of the funds (CZK 1.9 mil.) was absorbed. The funds were used for publicity and promotion of the SPD Obj. 2, mainly on seminars for applicants, advertising connected with publication of calls and the itinerant exhibition intended to increase the awareness of the public. The project used the funding also on investments – acquisition of intangible long-term assets – the graphic manual and logo of the Operational Programme Prague – Competitiveness for the period 2007-2013.

SPD Obj. 2 implementation support

The project will end on 30 Jun 2008. In 2007, approx. CZK 440 thousand was absorbed. The funds were used to ensure technical support for the SPD Obj. 2 implementation, mainly on acquisition of the necessary SW and HW.

SPD Obj. 2 publicity

The project ended as of 31 Dec 2007. In 2007, it absorbed approx.  CZK 4.1 mil., which drew down all the funds designated for the project. The funds were used for monitoring and publicity of the SPD Obj. 2, mainly in the form of press releases, project sheets (leaflets about successful projects) and promotional items of the SPD Obj. 2. The project also paid for advertisement of the calls.
Information and practical procedures

The 1st stage of the project ended on 31 Aug 2007, the 2nd stage will continue up to 30 Jun 2008. In 2007, the project drew approx. CZK 440 thousand, which covered the costs of an ongoing training of the implementation team members (training, language courses, specialised publications).

Centre for Regional Development

One project is under implementation by the CRD of the CR under Measure 3.1. It is a multi-stage project called “Ensuring capacities for SPD Obj. 2 management and implementation in the CRD of the CR in the period 2005-2008“.
As the administrative activities have intensified and an cumulated burden is expected in 2008 (cumulation of payments in the spring and summer when most projects will end within a short period) in connection with the programme winding up, the MA received a multi-stage project under measure 3.1 increasing and ensuring the CRD staffing capacity for SPD Obj. 2 management and implementation. The aim of the project is to ensure, with sufficient personnel capacity, smooth winding up of the programme so that the refund of the payment claims is not threatened and so that all payments are duly certified and the programme can be refunded in time and successfully by the European Union.
In 2007, CZK 3 165 850 was paid out under this project, in total CZK 4 877 090 has been paid out since the beginning of the implementation. 
One project is under implementation by the CRD of the CR under Measure 3.2. It is a multi-stage project called “Monitoring and evaluation of the SPD Obj. 2 in the CRD of the CR in the period 2006 - 2008“. The project secures the information system for the SPD Obj. 2 and ensures ongoing modifications of the system. The ongoing modifications concern mainly the electronic grant application ELZA for the SPD Obj. 2 in connection to the particular rounds of calls, both for aid schemes and individual projects.
In 2007, this project paid out CZK 15 043 208, in total CZK 22 564 812 has been paid out since the beginning of the project implementation.

4.7 Measures taken to ensure the publicity of the assistance

In accordance with Article 46 of Council Regulation (EC) No 1260/1999 of 21 June 1999 and in accordance with Commission Regulation (EC) No 1159/2000 of 30 May 2000 on information and publicity measures it is the responsibility of the SPD Obj. 2 Managing Authority to prepare and implement the publicity and information strategies of the programme. Such information and publicity measures are submitted in the form of the Communication Action Plan.

The Communication Action Plan defines the aims, strategy, target groups and administrative departments or bodies involved in its application and responsible for its implementation, financing, monitoring and evaluation.

The SPD Obj. 2 Communication Strategy in the framework of the Communication Action Plan lays emphasis on the SPD Obj. 2 general and strategic objectives, target groups and instruments to be used.

Target groups of the publicity of the Programme 

Internal beneficiaries

· Information officers of the Managing Authority;

· Implementing entities.
External beneficiaries

· Potential applicants, final beneficiaries and final recipients;

· Professional associations and business entities;

· Municipal authorities;

· Regional and local mass media;

· Project suppliers;

· Non-governmental organisations;

· General public;

· European Commission.

Communication tools

· Publications;

· Digital media;

· Information leaflets;

· Press;

· Seminars and consultations;

· Promotional materials;

· Web sites.

Activities carried out in 2007
In 2007, publicity focused mainly on presenting successful projects of the SPD Obj. 2 which were implemented or whose successful completion is expected. 

In their content and mainly in the selected communication tools, the activities were adjusted to the main target group, the general public. Major attention was paid to the group of public which does not actively seek any information on Structural Funds but takes it into consideration once such information is presented to it. This fact was also reflected in the selection of the communication tools used.

1. Publications, handbooks

As in the previous period, also in 2007 the programme documentation was distributed, mainly electronically. Given the advanced stage of implementation, the most frequent persons requesting this type of documents were university students and the professional public.

The electronic format was considered the most suitable because it enables a fast response to changes occurring in the programme. Its distribution is, moreover, possible directly to the assumed parties interested, the costs of production and distribution are minimal and no stock of obsolete copies is created.

The final beneficiaries of grant were also interested in the printed publication “Graphic Manual” which showed in a simple form how to comply with the publicity rules. The Graphic Manual was distributed both in printed form and electronically on a CD.

A new publication “European Funds for Prague” was issued by the Prague City Hall on the occasion of the itinerant exhibition on the SPD Obj. 2 projects.

[image: image38.emf]
The front page of the publication issued on the occasion of the exhibition of SPD Obj. 2 projects.
2. Digital media

In mid 2007, the Managing Authority followed up on the success of the short documentary Money from Europe describing the progress of implementation and the results of projects by the borough of Horní Počernice. That documentary was used in negotiations with the Czech Television as a pilot part of a series on the Structural Funds. Upon request of the Czech Television, another similarly designed documentary was prepared on the project VOSA of the Prague 12 borough. The short film has been subtitled in English to enable presentations abroad.

Information on the use of SPD Obj. 2 funds was presented also on the Czech Radio, on the Regina channel (dedicated to Prague) and in the regional news of the Czech Television.
3. Press

Paid advertising in the press was not organised by the Managing Authority, but by intermediate bodies to publish calls, or by some final beneficiaries as part of their implemented projects.
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st na seminich fo beplatn, aviok 2 Kapacinich ivoc proime Castky, aby s ha teo seminl zaregisoval a emallové adrese:
siera mechachoua@ciyofiaguecs.

Tento inzerdt e spolufinancovan Evropskou unil - Evropskym fondem pro regiondi rozve.





Advertisement in the daily press concerning the publication of calls

Articles: information on the SPD Obj. 2 is published on the occasion of each call in the most widely read national and regional dailies and weeklies. The information is most often published in Hospodarske noviny, Lidove noviny, MF Dnes, Metro, Pravo, Expres, Respekt, Vecernik Praha, Ekonom, Listy hl. m. Prahy, Profit, DP Kontakt and others.

Press releases: press releases were issued both by the Managing Authority and the intermediate bodies. The Managing Authority submitted draft press releases to the Communication Dept. of the MRD, informing about the current events in the programme. The Communication Dept. then issued the news and contacted the media. Some press releases issued by the Managing Authority were supplemented with photographs of successful projects.

4. Websites

One of the priority activities of the SPD Obj. 2 MA communication strategy continued to be the website www.strukturalni-fondy.cz/jpd2. The website is administered by the Managing Authority and it provides regular information on the programme implementation. In 2007, it started to present examples of successful projects and those links are among the most popular. Information on the SPD Obj. 2 Programme is also available on the website of the City of Prague (www.praha-mesto.cz/jpd2) and the Centre for Regional Development of the CR (www.crr.cz).
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Presentation of a successful project (lifts in the metro station Florenc) on the website www.strukturálni-fondy.cz 

5. Consultations

The staff of the SPD Obj. 2 MA, RC secretariat, the Prague City Hall (AS unit) and the CRD provide consultations on specific issues to the applicants and final beneficiaries over the phone, in writing or in person at the contact points. Electronic communication via the e-mail jpd2@mmr.cz is also used.

6. Promotional items

The tools used to fulfil the Communication Action Plan requirements include the distribution of promotional items. The Managing Authority gave a way such items as promotional gifts to participants in the seminars, programme partners, applicants and grant beneficiaries, intermediate bodies but also general public.

In 2007, only intermediate bodies ordered new promotional items, the Managing Authority distributed among the public only promotional materials produced in the previous years.   

7. Seminars, workshops, conferences

Seminars for applicants were held by the Secretariat of the Regional Council of Cohesion Region Prague (after the Regional Council of cohesion region Prague was abolished by Act No. 66/2007 which took effect in March 2007, all rights and duties were transferred to the City of Prague) in the course of every call/round of call under the AS. Their content focused on the correct procedure in filling in the payment claims, monitoring reports etc. The target group of such events consisted mainly of successful applicants, or potential applicants.
8. Other activities and tools
A successful tool for raising awareness about the SPD Obj. 2 proved to be the visits of important City representatives and the Managing Authority at the opening of completed project outputs. In September 2007, for example, the Deputy Minister for Regional Development, Mr. Daniel Toušek, attended the ceremonial opening of the project “Blue Key” which resulted in positive publicity of the event in the media.
In the second half of 2007, an itinerant exhibition was organised to present projects successfully implemented under the SPD Obj. 2. The exhibition had a form of an exhibition panel with pictures and text on the assisted projects. It travelled via ten publicly accessible expositions.

[image: image41.emf]

From the publication issued on the occasion of the exhibition – project: Construction of a children’s home of a family type in Prague 15 – Dolní Měcholupy 
4.8 Annual Meeting of the European Commission and the Managing Authority

The annual meeting of the European Commission and the JROP and SPD Obj. 2 Managing Authority was held in Prague on 18 Dec 2007. The agenda included:
· Quality of monitoring

· Financial progress – the EC wanted to know whether the monitoring system MSC2007 would be used also for the period 2004-2006. The MA answered that the MSSF Central will be used for monitoring throughout the sustainability period of the projects under the programming period 2004-2006. That is the reason why investments are still made into improving the system. Both monitoring systems will work in parallel.

· Physical indicators – The SPD Obj. 2 and some operational programmes face the problem of changes in the methodologies for monitoring the monitoring indicators. As a result, the starting values and the values achieved during the programme implementation cannot be compared. This concerns mainly the indicators monitored by the Czech Statistical Office. That is why the time lines of indicators are modified, the target values are changed and data specified. The EC  representatives emphasised that in some cases the values of impact indicators could be identified already now.
1) Reports submitted to monitoring committees – the EC noted the higher quality of reports prepared for the Monitoring Committees, mainly the JROP and OP Industry and Enterprise, whose monitoring reports were recommended as a model. The EC stressed that the CSF reports should include more of the MA's own evaluations. It also recommended a meeting with the new managing authorities under the programming period 2007-2013 to achieve an acceptable quality of reports submitted to the monitoring committees in the new programming period.
2) Administrative capacity of the particular managing authorities – the EC noticed certain decrease in the administrative capacity of the CSF, JROP and SPD Obj. 2 Managing Authority. The reason was mainly the reorganisations at the Ministry for Regional Development carried out in 2007. The EC representatives understood that staff needed to be transferred to the new programming period but it was necessary for the CSF, JROP and SPD Obj. 2 Managing Authorities to remain strong so that the old programming period could be closed successfully.
3) Verifications and audit – based on the Annual Report of the European Court of Auditors for 2006, the EP believes that at least 12% of the refunded money from the Structural Funds should not have been refunded and that the MAs must ensure verifications according to Art. 4. The MA must be aware of the importance of audit and work on it intensively.

The European Commission confirmed the admissibility of the SPD Obj. 2 Annual Report for 2006 and the compliance with the requirements of Art. 37 par. 2 of Council Regulation (EC) no. 1260/1999 in a letter dated 17 July 2007 (DG REGIO F.2/AL/kz D (2007) 330217). Written comments on improving the SPD Obj. 2 Annual Report for 2006 were not included.
4.9 Activities of the environmental authority

Activities of the environmental authorities (in the case of the CR it is the Ministry of the Environment) in relation to the SPD Obj. 2 projects are defined in Acts no. 100/2001 on environmental impact assessment, as amended, and no. 114/1992 on nature and landscape protection, as amended.

The positive relationship of SPD Obj. 2 projects to the environment is reflected in a higher score in the SPD Obj. 2 project appraisal. A negative environmental impact is inadmissible in all SPD Obj. 2 projects.
4.10  Coordination of the individual instruments of assistance from the Community Structural Funds

The Ministry for Regional Development bears the responsibility for regular meetings of the representatives of all forms of EU assistance and for the exchange of information. The aim is to ensure quality transfer of information and to avoid duplicity of activities which are within the competence of the Managing Authorities. 
The coordination of instruments of the Structural Funds and the Cohesion Fund assistance is ensured through the coordinating role of the Community Support Framework (CSF). The SPD Obj. 2 is not subject to direct coordination by the Community Support Framework, but the CSF Managing Authority provides for the mutual coordination of all the EU assistance. The Community Support Framework has set up and supervises the thematic Working Groups, whose aim is to pursue a joint course of action among the individual operational programmes and to provide for mutual reflection in solving specific work related problems in the given areas. With regard to the stage in the programme cycle, the number of working groups has been reduced to two – a working group for absorption and meeting the N+2 targets, and a working group for winding up the programming period 2004-2006. Both working groups consist of representatives of the particular managing authorities of operational programmes and representatives of the Ministry of Finance (the National Fund, Central Harmonisation Unit).
In his Decision no. 136/2007 of 19 June 2007 on organisational and personnel changes in the Ministry for Regional Development, the Minister for Regional Development decided on reorganising the MRD bodies involved in the Structural Funds as of 21 June 2007. Department 23, which is the Managing Authority for the JROP and SPD Obj. 2, has taken on the role of the Managing Authority for the CSF and it was renamed to CSF, JROP and SPD Obj. 2 Dept. That step aggregated the activities concerning the programming period 2004-2006 into one department.
Within the CSF, JROP and SPD Obj. 2 Department, the implementation of SPD Obj. 2 is closely coordinated with the implementation of the Joint Regional Operational Programme. It facilitates very close cooperation and mutual utilisation of experience gained in the programme implementation.  
In the course of the SPD Obj. 2 implementation, the experience was shared with the City of Prague which prepared the operational programmes for the territory of the City of Prague for the 2007-2013 period.

The SPD Obj. 2 is closely linked to the SPD Obj. 3, the implementation of which covers the whole territory of the City of Prague and is financed from the European Social Fund. The SPD Obj. 2 is a complementary financial source covering the need of investments into infrastructure with respect to human resources in the territory to which the assistance relates. Activities conducted in the framework of the SPD Obj. 2 Programme in the area of information society development, support for small and medium-sized enterprises, public and private partnership, NGOs, science and research capacities and improving the quality of life especially in housing estates can also be made use of to support most of the activities within the SPD Obj. 3.
4.11  Compatibility with other Community policies

4.11.1 Rules of Competition

The funding for implementation of the Structural Funds programmes is considered as public and its provision is governed by the relevant EU rules concerning state aid and by the national regulations. The rules of competition are governed by the provisions of Article 87 – 88 of the EC Treaty. The protection of competition in the Czech Republic is pursued in accordance with Act No. 143/2001, on the protection of competition and on amendments to some other Acts, as amended. Pursuant to Act No. 272/1996, the central state administration authority ensuring the supervision over the observance of rules of competition is the Office for the Protection of Competition. The state aid is laid down by Commission Regulation (EC) No 70/2001 of 12 January 2001
 on the application of Articles 87 and 88 of the EC Treaty to State aid to small and medium-sized enterprises and Commission Regulation (EC) No 69/2001 on the application of Articles 87 and 88 of the EC Treaty to de minimis aid. In the CR, the state aid is stipulated by Act No. 215/2004, amending certain relationship within the area of state aid and on amendment to Act on support to research and development.  The Act defines the role of the Office for the Protection of Competition as the central, coordinating, advisory, consultative and monitoring authority in the area of state aid and also stipulates some issues of cooperation between the Czech Republic and the European Commission, especially in investigations conducted by the Commission in the territory of the Czech Republic and the procedure for recovery of state aid. Acts laying down the protection of competition and state aid in the CR are fully compatible with Acquis communautaire.

On 28 April 2004, the Ministry for Regional Development received the resolution of the Office for the Protection of Competition with ref. No VP/S 20b/04 -160 on the application for an exception to the ban on state aid granted under the SPD Obj. 2 for 2004 – 2006. The exception to the ban on state aid granted under the SPD Obj. 2 in the Czech Republic is hereby permitted according to the resolution above for the whole programming period 2004 – 2006 (permission issued on 27 April 2004).
Exemptions from providing state aid under SPD Obj. 2

	State aid
	PRIORITY 1

Revitalization and development of urban environment
	PRIORITY 2

Creating conditions for future prosperity of the selected territory

	
	Transport systems enhancing the transformation of the urban environment 
	Regeneration of damaged and unsuitably used areas
	Transport systems enhancing the transformation of the urban environment 
	Regeneration of damaged and unsuitably used areas
	Transport systems enhancing the transformation of the urban environment 
	Regeneration of damaged and unsuitably used areas

	Block exemption
	NO
	NO
	NO
	NO
	YES
	NO

	De minimis
	NO
	NO
	NO
	YES
	YES
	YES

	Regional exemption
	NO
	NO
	NO
	NO
	NO
	NO


The temporary provisions of Commission Regulation (EC) no. 1998/2006 on the application of Articles 87 and 88 of the Treaty to de minimis aid and Decision K(2006) 945 dated 24 Oct 2006 in which the European Commission notified the Czech Republic of the regional aid map for the period 2007-2013, within the meaning of paragraph 100 of the Regional Aid Guidelines for the period 2007-2013, EU (2006/C55/08, Official Journal C 54, 4 Mar 2006, p. 13), which changes the conditions for state aid, took effect on 1 Jan 2007.
In order to adhere to all rules and regulations in force, the Managing Authority has decided not to modify the SPD Obj. 2 documentation so that contracts could be concluded also after 30 Jun 2007. Contracts concluded after 30 Jun 2007 (after the end of the temporary period) would fall under a new legal regime defined in the above Commission Regulation and Commission Decision, which the valid SPD Obj. 2 documentation does not contain.

4.11.2 Public Procurement

Public contracts co-financed from the Structural Funds and the Cohesion Fund must be implemented in line with the national as well as Community rules for publication of public contract notices. The national legislation is in line with basic principles ensuing from the EC Treaty, especially the principle of transparency, non-discrimination, equal treatment and mutual recognition, also in the case of relations which are not directly defined in the EC legislation. 
On 1 July 2006, the new Act No. 137/2006, on public contracts came into effect transposing the new European procurement directives No 2004/17/EC and 2004/18/EC into the Czech legal order and replacing the original Act No. 40/2004, on public contracts, as amended.

The Act on public contracts stipulates in detail the procedures of the award of the above-the-threshold and below-the-threshold public contracts and it maintains the balance between the principle of transparency and proportionality. In below-the-threshold public contracts there is a possibility of significantly shorter time limits and simplified procedure. The provisions of Section 2 Contracting entities of a public contract in the Act on public contracts define the entities which are obliged to comply with the referred to Act in the award of public contracts. 

Where the Act on public contracts applies to the final beneficiary, but the expected price of the supply or service contract does not exceed CZK 2 million excluding VAT or the public works contract does not exceed CZK 6 million excluding VAT, the applicant is obliged to award a public contract in line with Section 6 of the Act on public contracts, i.e. in a non-discriminatory and transparent manner respecting the principle of equal treatment, but is not obliged to conduct a tender pursuant to the Act on public contracts.

 Where the Act on public contracts does not apply to the final beneficiary, the final beneficiary is obligated to award a public contract in a non-discriminatory and transparent procedure and respecting the principle of equal treatment, but is not obliged to conduct a tender pursuant to the Act on public contracts.
Commission Regulation (EC) no. 1422/2007 changes, with effect from 1 Jan 2008, the financial limits in euros in Directives 2004/17/EC and 2004/18/EC. The new financial limits were converted to Czech crowns in Commission notification (EC) no. 2007/C 301/01. The stronger crown caused their significant decrease. In January 2008, a technical amendment to the Act on public contract was prepared with expected approval on 16 Jan 2008, modifying the financial limits.
4.11.3 Environmental protection
The compliance with the Community policies in environmental protection has been ensured in the SPD Obj. 2. The SPD Obj. 2 was subject to the SEA procedure (assessment of plans, programmes and strategic documents at various levels of hierarchy) pursuant to Directive No 2001/42/EC. The outcome of the process was the issuance of the MoE opinion dated 19 Dec 2002 concluding that there is not a single measure within the SPD Obj. 2 that would have significant negative effects on the environment. The subsequent stages of update, elaboration or other modifications to the SPD Obj. 2 consistently and efficiently respected the above referred to opinion, while respecting the principle of sustainable development. General and international aspects are laid down by Act No. 17/1992, on the Environment, as amended.  

A mechanism of environmental assessment of projects has also been set up in line with Council Regulation (EC) No 1260/1999 laying down general provisions and Commission Regulation (EC) No 438/2001 laying down detailed rules for the implementation of Council Regulation (EC) No 1260/1999. The environmental impact assessment issues are laid down in Act No. 100/2001, on environmental impact assessment, as amended, in compliance with the European Community legislation. According to the above mentioned regulations and pursuant to Act No. 100/2001, on environmental impact assessment, the applicants are obliged to prove that their project does not require an environmental impact assessment. The projects are assessed in terms of their impact on the system of protected areas of European importance NATURA 2000 according to the requirements of Directive 79/409/EEC on birds and 92/43/EEC on habitats in line with Act No. 114/92, on nature and landscape protection, as amended. The environmental protection is also defined in Council Regulation (EC) no. 1083/2006 which replaces Council Regulation (EC) no. 1260/1999.
In accordance with Act No. 114/1992, on nature and landscape protection, all investors (final beneficiaries) are obliged to submit an opinion on the impact of their project on the NATURA 2000 sites. The opinions are issued by the nature protection bodies of the Regional Authorities, or by the administrations of Protected Landscape Areas and National Parks.

The emphasis on projects related to environmental protection is also embedded in the selection criteria methodology for individual projects. Therefore within the SPD Obj. 2 Programme, no support shall be granted to a project without a positive EIA opinion, or an opinion that the project is not subject to the EIA process.

4.11.4 Elimination of inequalities between men and women 

Equal opportunities are one of the priority themes of the European Union and stand in the centre of attention of the Structural Funds assistance.

The European Commission has defined the following 5 areas where inequalities must be reduced and achievement of equal chances for women and men must be supported:

· access to and participation in all sectors of the labour market;

· general and vocational education;
· foundation and development of enterprises;

· compatibility of work and family;

· balanced participation in the decision-making processes.

In the SPD Obj. 2, the equal opportunities impact assessment is a part of the appraisal of submitted projects regardless of the measure. Each final recipient/beneficiary must evaluate such impact in their project application and tick one of the following variants:
· The project focuses directly on the promotion of equal opportunities.

· The project has a positive impact on equal opportunities.

· The project is neutral in terms of equal opportunities.

As a horizontal priority the equal opportunities principle has been monitored at the level of project eligibility criteria.

Concerning the representation of women and men in the SPD Obj. 2 Monitoring Committee, out of the total number of 67 members and substitutes, 23 are women (i.e. 34%), including the position of the vice-chairwoman of the SPD Obj. 2 MC.

4.11.5 Common Agricultural Policy and Rural Development

The SPD Obj. 2 does not provide support towards agriculture and rural development.
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1. Financial table of total public sources of the SPD Obj. 2 (EUR) 

	Priority
	Total budget

04-06 (EU+national)

€

*
	Certified expenditure (EU+ national)

€

**
	Total certified expenditure

(EU+ national) to 31.12.2007
€
	% of

total achievement
	% of

partial achievement
	Others

***
	Sector of assistance
	Sector of assistance in %

	
	
	2004
	2005
	2006
	2007
	2008
	
	
	
	
	
	

	Measure
	A
	G
	h
	I
	L
	m
	n
	o= n/A
	p=L/A
	q
	r
	

	Priority 1
	107 240 254
	0
	0
	 28 967 111,66
	 37 456 960,34
	 
	66 424 072
	0,619
	0,349
	
	
	

	Measure 1.1
	42 510 964
	0
	0
	18 717 672,06 
	 15 324 294,94
	 
	34 041 967
	0,801
	0,360
	-
	317
	100%

	Measure 1.2
	37 534 088
	0
	0
	2 333 577,08
	7 617 439,92
	
	9 951 017
	0,265
	0,203
	-
	352
	100% 

	Measure 1.3
	27 195 202
	0
	0
	7 915 862,52
	14 515 225,48
	
	22 431 088
	0,825
	0,534
	-
	352
	100%

	Priority 2
	31 793 358
	0
	0
	 194 117,35
	 9 989 331,65
	 
	10 183 449
	0,320
	0,314
	
	
	

	Measure 2.1
	15 059 252
	0
	0
	 122 885,94
	 4 824 533,06
	 
	4 947 419
	0,329
	0,320
	-
	163, 161, 162, 164, 165, 166, 167, 181, 182, 183, 184
	163 (10%), 161 (4%), 162 (4%), 164 (4%),   165 (4%), 166 (10%), 167 (4%), 181 (6%),   182 (42%), 183 (6%), 184 (6%)

	Measure 2.2
	11 316 570
	0
	0
	 0
	 4 001 144,00
	 
	4 001 144
	0,354
	0,354
	-
	161, 163, 164, 171, 173
	161(48%), 163(6,6%), 164(5,4%), 171(36%), 173(4%)

	Measure 2.3
	5 417 536
	0
	0
	 71 231,41
	 1 163 654,59
	 
	1 234 886
	0,228
	0,215
	-
	321, 322, 323, 324 
	321(5%), 322(45%), 323(45%), 324(5%) 

	Priority 3
	3 557 188
	0
	53 082,76
	 444 147,19
	656 443,05
	 
	1 153 673
	0,324
	0,185
	
	
	

	Measure 3.1
	2 134 314
	0
	5 171,08
	 75 275,30
	 395 516,62
	 
	475 963
	0,223
	0,185
	
	411, 412, 413
	411(80%), 412(15%), 413(5%)

	Measure 3.2
	1 422 874
	0
	47 911,68
	 368 871,89
	 260 926,43
	 
	677 710
	0,476
	0,183
	
	411, 412, 413, 415
	411(70%), 412(5%), 413(5%), 415(20%)

	Total public sources
	142 590 800
	0
	53 082,76
	 29 605 376,2
	 48 102 735,04
	 
	77 761 194
	0,545
	0,337
	
	-
	-

	Total public sources in ERDF Measures
	142 590 800
	0
	53 082,76
	29 605 376,2 
	48 102 735,04 
	 
	77 761 194
	0,545
	0,337
	
	-
	-


* Data referring to the estimated expenditure for the given year reported in the tables under the particular measures in the Programme Complement.  

** The columns contain data on expenditure certified in the given year regardless of when they were accounted for. The conversion used the rate valid in the month when each individual payment was accounted for in the information system of the Paying Authority (IS Viola).

*** Including, for Objective 2, the total amount of EAGGF, guarantee section, for measures referred to in Article 33 of Council Regulation (EC) No. 1257/1999.

2. Examples of successful SPD Obj. 2 projects 
Reconstruction of the tram track in Sokolovská street
Priority 1 Revitalization and development of the urban environment
The project is one of many activities carried out by the Transport Company of the City of Prague in order to improve the public transport service in the City.

Its purpose was to reconstruct the track structure, the traction mains and to install the signalling and safety equipment along the tram track in Sokolovská street.
It has resulted not only in shorter transportations times on this route but eventually also in the significant improvement of the environment appreciated mainly by the Prague 9 borough inhabitants.
The project received European Union assistance at over CZK 57 million.
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Sewing room and sample room
Priority 2 Creating conditions for future prosperity of selected areas
The grant application was submitted by a company which had created interiors for hotels and commercial buildings for several years.
The purpose of the action was to build own sewing room and a presentation, information and training sales centre which would enable the company to respond flexibly to the individual needs of customers. Thanks to the project, the firm now provides complex services and information and it also has its own manufacture and design development.
The action under the aid scheme providing grants towards the development of SMEs was assisted by CZK 752,325 from the European Union.
[image: image43.jpg]



3. List of abbreviations used

	English abbreviation
	Czech equivalent
	Meaning

	AIAU
	SOIA
	Autonomous Internal Audit Unit

	AIR
	VZ
	Annual Implementation Report

	AS
	AS
	Aid scheme

	CAP
	KAP
	Communications Action Plan 

	CF
	CF
	Cohesion Fund

	CHU
	CHJ
	Central Harmonisation Unit

	ČMZRB
	ČMZRB
	Czech-Moravian Guarantee and Development Bank

	CR
	ČR
	Czech Republic

	CRD
	CRR
	Centre for Regional Development of the CR

	CSF
	RPS
	Community Support Framework

	CSO
	ČSÚ
	Czech Statistical Office

	CZK
	Kč
	Czech crown – monetary unit

	DG
	DG
	Directorate General (the European Commission)

	EAFRD 
	EAFRD
	European Agricultural Fund for Rural Development

	EC
	EK
	European Commission

	EC
	ES
	European Community

	EFF
	EFF
	European Fisheries Fund

	EIA
	EIA
	Environmental impact assessment

	EIB
	EIB
	European Investment Bank

	ELZA
	ELZA
	Electronic project application

	ERDF
	ERDF 
	European Regional Development Fund

	ESF
	ESF
	European Social Fund

	EU
	EU
	European Union

	EUR
	EUR
	European monetary unit

	FB
	KP
	Final beneficiary 

	FR
	KU
	Final Recipient

	GDP
	HDP
	Gross domestic product

	IA
	IA
	Internal audit

	IB
	ZS
	Intermediate body

	ICT
	IKT
	Information and communications technologies

	IP
	IP
	Individual project

	IS
	IS
	Information system

	ISPROFIN
	ISPROFIN
	Information System of Programme Financing – managing the drawing of state budget funds

	JROP
	SROP
	Joint Regional Operational Programme

	MA
	ŘO
	Managing Authority

	MC
	MV
	Monitoring Committee

	MIT
	MPO
	Ministry of Industry and Trade

	MoE
	MŽP
	Ministry of the Environment

	MoF
	MF
	Ministry of Finance 

	MRD
	MMR
	Ministry for Regional Development

	MSSF
	MSSF
	Monitoring System of Structural Funds

	NRP
	NPR
	National Reform Programme

	NGO
	NNO
	Non-governmental non-profit organisation

	NSC
	NVK
	National selection committee

	NUTS
	NUTS
	Nomenclature of Territorial Units for Statistics (NUTS 2 – cohesion region, NUTS 3 – Region)

	OJ EU
	OJ EU
	Official Journal of the European Union

	OM SPD Obj. 2
	OM JPD 2
	Operational Manual for the SPD Obj. 2

	OP
	OP
	Operational programme 

	OPC
	ÚOHS
	Office for the Protection of Competition

	PA
	PO
	Paying Authority

	p.p.
	p.b.
	Percentage point

	PC
	PD
	Programme Complement

	RC
	RR
	Regional Council

	R and D
	V a V
	Research and development

	ROP
	ROP
	Regional Operational Programme

	SEA
	SEA
	Strategic Environmental Assessment

	SF
	SF
	Structural Funds

	SFTI
	SFDI
	State Fund of Transport Infrastructure

	SME
	MSP
	Small and medium-sized enterprise

	SMT
	SMT
	Standard Monitoring Table

	SPD
	JPD
	Single Programming Document

	SPD Obj. 2 
	JPD 2
	Single Programming Document for Objective 2

	TA
	TA
	Technical assistance

	VAT
	DPH
	Value added tax
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� In the case of the Cohesion Fund, a maximum and a minimum limit was set for each country depending on its absorption capacity. 


� Concerning only sectors that are most significant in terms of employment, i.e. employ at least 20 thousand employees.


� More current data on the economic performance were not available at the time of writing this text.


� Current data at the NUTS 2 level were not available.


� Convergence Programme of the CR – November 2007


� Report on fulfilling the National Lisbon Programme 2005-2008 (National Reform Programme CR)


� Report on fulfilling the National Lisbon Programme 2005-2008 (National Reform Programme CR)


� Act no. 130/2002 on research and development support from public funding and on amendment of some related Acts (Act on research and development support)


� Report on fulfilling the National Lisbon Programme 2005-2008 (National Reform Programme CR)


� Report on fulfilling the National Lisbon Programme 2005-2008 (National Reform Programme of the CR)


� Report on fulfilling the National Lisbon Programme 2005-2008 (National Reform Programme of the CR)


� Projects covering the whole city are not shown


� The value of the indicator is given by the number of approved and implemented projects.


� The number of users means the number of households/firms.


� The high achieved value is given mainly by project no. 0203 Flood-protection measures to protect the City of Prague, where the purchase of mobile pumps protects the whole territory of Prague - Karlín.


� The value of the indicator is quantified only for completed projects. 


� The value of the indicator is given by the number of approved and implemented projects.


� The indicator is quantified only for completed projects.


� The value will be identified through a special survey after the programme is wound up


� The value of this indicator is given by the number of approved and implemented projects.


� The number of users means the number of households/ firms.


� The value of this indicator is given by the number of approved and implemented projects.


� Projects focused e.g. on construction of protected housing, children’s homes, sports and cultural centres, multi-purpose sports facilities etc.


� The number of users means the number of households/firms.


� Projects covering the whole city are not included, as well as actions from sub-measure 2.2.1


� Contracted projects exceeding approved projects because number of contracted projects involves number of tenders (not number of projects)


� This indicator does not follow up any indicator at the project level, its value is given by the number of approved and implemented projects.


� The target value (85 pieces) was overvalued – not that many projects supporting SMEs were submitted.


� Target value (1,500 m2) was undervalued – many more projects constructing business premises were implemented; many projects had target value exceeding 1000 m2.


� Jobs must be created within 1 year of the end of implementation; currently, none of the completed projects has been finished for more than a year.


� Currently, none of the projects on the number of spin-offs has been completed.


� Source: Czech Statistical Office, 2Q 2007. The value is the percentage of the total number of households in the given socio-demographic group.


� Source: Czech Statistical Office, 2Q 2007. The value is the percentage of internet users in the given socio-demographic group. The indicator cannot be measured as „increase in the share“ because the values for the region Prague are not available for the baseline period.


� Source: Czech Statistical Office, for 2006. The value is the percentage of the total number of companies in the given size, sector or territory group. The indicator cannot be measured as „increase in the share“ because the values for the region Prague are not available for the baseline period.


� Research and development organizations includes universities, academies of science, etc.


� The value of contracted projects is lower than the value of realised expenditure due to the changed metodology of calculation in contracted projects, under which only those projects are included with tenders exceeding CZK 2 000 000 (see also chapter 2.1 below the SMT)


� The high value was achieved in project no. 160 Innovation and business incubator, focused on building a centre for advanced technologies with total area nearly 6,000 m2. The project is being implemented.


� Jobs must be created within 1 year of the end of implementation; currently, none of the completed projects has been finished for more than a year, and so the achieved values are interim.


� At present, none of the projects on the number of spin-offs has been completed.


� Target value was undervalued – 14 individual projects/actions have been implemented creating business premises. Many projects had the target value exceeding 1000 m2.


� Jobs must be created within 1 year of the end of implementation; currently, none of the completed projects has been finished for more than a year.


� Due to long-term inspections of actions during 2007, only 2 payment claims were submitted by 31 Dec 2007. The claims will be included in the April 2008 certification.


� The target value was undervalued – a larger number of actions creating business premises was submitted, many of them had their target value exceeding 1000 m2.   


� Jobs must be created within 1 year of the end of implementation; currently, none of the completed projects has been finished for more than a year.


� The value of contracted projects is lower than the value of realised expenditure due to the changed metodology of calculation in contracted projects, under which only those projects are included with tenders exceeding CZK 2 000 000 (see also chapter 2.1 below the SMT)





� Jobs must be created within 1 year of the end of implementation; currently, none of the completed projects has been finished for more than a year.


� The value of contracted projects is lower than the value of realised expenditure due to the changed metodology of calculation in contracted projects, under which only those projects are included with tenders exceeding CZK 2 000 000 (see also chapter 2.1 below the SMT)





� The indicator is a subset of indicator no. 3 in the table.


� Source: Czech Statistical Office, 2Q 2007. The value is the percentage of internet users in the given socio-demographic group. The indicator cannot be measured as „increase in the share“ because the values for the region Prague are not available for the baseline period.


� Source: Czech Statistical Office, for 2006. The value is the percentage of the total number of companies in the given size, sector or territory group. The indicator cannot be measured as „increase in the share“ because the values for the region Prague are not available for the baseline period.


� Source: Czech Statistical Office, 2Q 2007. The value is the percentage of the total number of households in the given socio-demographic group.


� The value of contracted projects is lower than the value of realised expenditure due to the changed metodology of calculation in contracted projects, under which only those projects are included with tenders exceeding CZK 2 000 000 (see also chapter 2.1 below the SMT)





� The value of contracted projects is lower than the value of realised expenditure due to the changed metodology of calculation in contracted projects, under which only those projects are included with tenders exceeding CZK 2 000 000 (see also chapter 2.1 below the SMT)





� The value of contracted projects is lower than the value of realised expenditure due to the changed metodology of calculation in contracted projects, under which only those projects are included with tenders exceeding CZK 2 000 000 (see also chapter 2.1 below the SMT)





� The amounts are calculated based on the current exchange rate of  December 2007 (€ 1 = CZK 26.380)


� Art. 31 par. 2 of Council Regulation (EC) no. 1260/1999


� This includes all individual projects and aid schemes as a whole.


� The methodical sheets are a part of the updated SPD Obj. 2 Operational Manual in version 2.4.


� This part includes also types of checks other than pursuant to Art. 4 of Commission Regulation no. 438/2001.


� Only in the 1st round of call under the aid scheme


� Amended by Commission Regulation  (EC) No 364/2004 of 25 February 2004
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				Měsíc		Předpoklad zrealizovaných výdajů konečnými příjemci		Alokace 2004 - 2006

				Rok 2006		1,273,019,436		3,873,093,202

				01/2007		1,344,841,844		3,873,093,202

				02/2007		1,373,196,295		3,873,093,202

				03/2007		1,402,139,423		3,873,093,202

				04/2007		1,507,242,655		3,873,093,202

				05/2007		1,534,896,745		3,873,093,202

				06/2007		1,555,241,836		3,873,093,202

				07/2007		1,589,358,904		3,873,093,202

				08/2007		1,752,077,108		3,873,093,202

				09/2007		1,943,646,585		3,873,093,202

				10/2007		2,050,509,108		3,873,093,202

				11/2007		2,146,455,447		3,873,093,202

				12/2007		2,583,077,459		3,873,093,202

				01/2008		2,620,357,945		3,873,093,202

				02/2008		2,651,344,323		3,873,093,202

				03/2008		2,728,034,139		3,873,093,202

				04/2008		2,906,865,773		3,873,093,202

				05/2008		2,923,804,116		3,873,093,202

				06/2008		2,967,918,648		3,873,093,202

				07/2008		3,091,657,066		3,873,093,202

				08/2008		3,193,390,506		3,873,093,202

				09/2008		3,470,850,000		3,873,093,202

				10/2008		3,895,887,840		3,873,093,202

				11/2008		4,123,102,897		3,873,093,202

				12/2008		4,136,481,527		3,873,093,202
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