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List of Abbreviations and Definitions
	AEP
	Active Employment Policy

	AS
	(State) aid scheme

	CAP
	Communication Action Plan

	CF
	Cohesion Fund

	CHU
	Central Harmonisation Unit for Financial Control

	CoP (HMP)
	City of Prague

	CSF
	Community Support Framework

	CSO
	Czech Statistical Office

	EAGGF
	European Agricultural Guidance an Guarantee Fund

	EC
	European Commission

	EFF
	European Fisheries Fund

	ERDF
	European Regional Development Fund

	ESF
	European Social Fund

	FB
	Final beneficiary

	FIFG
	Financial Instrument for Fisheries Guidance

	FM/C
	Financial Management/Control

	FR
	Final recipient

	GG
	Global Grant

	GIP
	Action/project under a grant scheme

	GS
	Grant scheme

	IA
	Internal audit

	IP
	Individual project

	IS
	Information system

	JROP
	Joint Regional Operational Programme

	MA
	Managing Authority

	MC
	Monitoring Committee

	MEYS
	Ministry of Education, Youth and Sports

	MI
	Monitoring indicators

	MIT
	Ministry of Industry and Trade

	MoA
	Ministry of Agriculture

	MoE
	Ministry of Environment

	MoF
	Ministry of Finance

	MoT
	Ministry of Transport

	MRD
	Ministry for Regional Development

	MSSF
	Monitoring System of Structural Funds

	NROS
	Foundation for the Development of Civic Society

	NRP
	National Reform Programme

	NSRF
	National Strategic Reference Framework

	OP HRD
	Operational Programme Human Resources Development

	OPI
	Operational Programme Infrastructure

	OPIE
	Operational Programme Industry and Enterprise

	OP RDMA
	Operational Programme Rural Development and Multifunctional Agriculture

	PCA
	Paying and Certifying Authority

	p.p.
	Percentage point

	RIA
	Railway Infrastructure Administration

	RMD
	Road and Motorway Directorate

	SEF
	State Environmental Fund

	SEP
	State Environmental Policy

	SF
	Structural Funds

	SME
	Small and medium-sized enterprises

	SMT
	Standard Monitoring Table

	SPD
	Single Programming Document

	T
	Tourism

	TA
	Technical Assistance

	WG
	Working group


Total budget 2004-2006
 EU and CR financial resources (national resources without private co-financing) allocated for the whole 2004-2006 programming period, indicated under the programming documents of individual OPs.

Approved operations (budget)

The amount of claimed eligible expenditure from the EU + national sources included in the issued Decisions / signed Contracts / other binding confirmation of project financing – cumulative for the entire programming period.

Contracted operations (budget)

The amount of claimed eligible expenditure included in the concluded Contracts with suppliers under a project / contracted prices for all closed tenders – cumulative for the entire programming period.

Realised expenditure
The amount of eligible expenditure effected by final beneficiaries within a project implementation – cumulative for the entire programming period.

Certified expenditure

Expenditure authorised by the Managing Authority and subsequently certified by the Paying and Certifying Authority – cumulative for the entire programming period.

Introduction
The global strategy of the Community Support Framework is implemented through five operational programmes under which the Czech Republic draws considerable financial resources granted from the European Union. The main objective of the assistance from the Structural Funds is to achieve sustainable development based on competitiveness.

The Community Support Framework Annual Implementation Report for 2007 (hereinafter referred to as the Report) is drawn up in line with Council Regulation (EC) No 1260/1999 and focuses predominantly on the status and progress of implementation of operational programmes under the Community Support Framework. The Report monitors not only the financial implementation of operational programmes, but also provides information on physical outputs of supported projects. 
The CSF Annual Implementation Report for the given year is subject to approval by the Community Support Framework Monitoring Committee and the approved version is subsequently sent to the European Commission, namely no later than by the end of June of the following year.
The CSF Annual Implementation Report for 2007 is a follow up to the Annual Implementation Report for 2006 which was discussed and approved by the CSF Monitoring Committee meeting held on 19 June 2007.
The Community Support Framework covers the 2004-2006 programming period and the year 2007 was the fourth year of implementation of its programmes meaning that the payments were executed and projects were gradually completed.

1 CHANGES IN THE GENERAL CONDITIONS SIGNIFICANT FOR THE IMPLEMENTATION OF ASSISTANCE
1.1 Macroeconomic and social development
The following analysis is based on data available in mid-March 2008.

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

Development of the gross domestic product in the Czech Republic in 2000 – 2007  
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Source: CSO 

The growing economic performance has been driven predominantly by the increase in gross added value (by 6.4 %) which was brought about by the increase in aggregate labour productivity and in the total employment rate in the course of the year before. On the resources (supply) side, it was  particularly the processing industry (year-on-year increase by 11.1%) and also the sector of trade, hospitality and transport which contributed most to the GDP (gross added value) growth, while a year-on-year decrease was reported in agriculture and energy industry. On the demand side, an important role was played by the formation of gross capital (year-on-year increase by 9.2 %) and the final consumption expenditure (year-on-year increase by 4.2 %), especially in households and non-profit organisations. The total GDP growth was also the result of positive balance of foreign trade. The surplus was recorded both in the balance of trade (+ 117.5 billion CZK) and the balance of revenue and expenditures for services (+ 48.4 billion CZK).

The pace of GDP growth of the Czech Republic was approximately 2.5 times higher than the EU 27 average (according to the Eurostat estimates the GDP in the EU 27 grew on a year-on-year basis by 2.6% in last quarter of the last year). When compared to the most important trading partners of the Czech Republic, the last quarter of 2007 witnessed the GDP growth comparable to that achieved in Poland (6.7 %),  while more dynamic economic growth was experienced by Slovakia with 8.3 % and slower  pace of GDP growth, on the contrary, was reported by Germany (1.8 %) and Hungary (0.6 %).

Inflation and development of consumer prices
The average rate of inflation expressed as the increment of consumer price index amounted to 2.8% in 2007, which is by 0.3 percentage point higher than in the previous year. Significant rise in inflation occurred especially during the last three months of the last year. 

Inflation rate expressed as the increment to the average annual consumer price index 
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Source: CSO 

Note: The inflation rate expresses the percent changes in the average price level over 12 months of the year as against the average price level over 12 months of the previous year. The basic index averages are calculated using the price basis of December 2005 =100. 

The year-on-year inflation was mostly affected by the rise in average consumer price level in the division of Food and Non-alcoholic beverages, Alcoholic beverages, tobacco (caused by the increase in excise duty) and Housing (particularly by the increase in the price of electricity and rents). On the other hand, more considerable drop occurred in prices included in the division of Clothing and footwear. 

Consumer price indices in 2007

	Division
	

	Total
	102,8

	of which:
	

	Food and non-alcoholic beverages
	104,7

	Alcoholic beverages, tobacco
	110,2

	Clothing and footwear
	99,2

	Housing, water, energy, fuel
	103,4

	Furnishings, household equipment and maintenance
	99,9

	Health
	103,6

	Transport
	100,4

	Post and telecommunication
	100,0

	Recreation and culture
	100,0

	Education
	102,4

	Restaurants and hotels
	102,8

	Miscellaneous goods and services
	102,1


Source: CSO 

Note: 2006 average = 100.
The year-on-year growth of the harmonised consumer price index in the Czech Republic amounted to 5.1 % in November 2007 and was above the average compared to the values achieved by 27 EU Member States (3.1 %). At the same time in Slovakia the prices went up by 2.3 %, in Germany by  3.3 %, while the highest values within the EU 27 were reported by Latvia (13.7 %) and Bulgaria (10.6 %). 
The prices of industrial producers in 2007 rose on average by 4.1 % (as against 1.6 % in 2006). The largest upward effect came from the prices of agricultural products, i.e. 16.5 % (as against 1.1 % in 2006). Thanks to the appreciation of Czech currency in 2007, there was a year-on-year decrease in import prices (by 1 %), while on the contrary the export prices rose (by 1.3 %) which brought about better terms of trade by 2.3 %.  

Balance payment and economic equilibrium
In 2007 the foreign trade showed high pace of growth both of imports and exports. The exports increased on a-year-on-year basis by 15 % (to 2 466.1 billion CZK) and the imports increased by 13.1 % (to 2 380.0 billion CZK) compared to the previous year. The foreign trade surplus in 2007 ended in 86 billion CZK which is more that double the result achieved in 2006. Therefore, the foreign trade results in 2007 may be considered the best ever since the proclamation of the independent Czech Republic in 1993. The development of foreign trade in the Czech Republic was also more favourable compared to the EU 27 Member States. In the period from January to October 2007 the EU27 exports grew on average by 6.5 % and the imports by 5.7 %, year-on-year. The Czech Republic was the only new EU Member State which reported a positive balance of foreign trade.

Development of foreign trade balance of the Czech Republic in 2000 - 2007
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Note: Data are given in current prices.
Surplus of the balance of trade with EU 27 Member States grew, while the foreign trade with non-EU states showed a deficit. The largest upward contribution to the total balance of trade came from the export of machinery and means of transport, the share of which in total exports rose from 53.2 % to 54.0 %. 

Favourable foreign trade balance in 2007 was also impacted by the ongoing growth of industrial production, inflow of foreign investments especially in the processing industry sectors, by favourable development of terms of trade and economic growth in the EU Member States.
Labour market

According to the statistics based on a labour force sample survey conducted in 2006 and 2007, there was an increase in the rate of employment of persons aged 15-64 from 65.3 % to 66.1 %. On the contrary, the economic activity rate of persons aged 15-64 declined on a year-on-year basis by 0.6 percentage point, from 70.4 % in 2006 to 69.8 % in 2007. Higher employment rate came from the parallel employment of persons born during the strong post-war years and persons born in mid-1970s  together with gradual increase in the retirement age. Primary sector (agriculture, forestry, fishery) employment dropped, while the employment in the secondary sector (industry, construction) and the tertiary sector (all the services, including transport) was on an increase. Compared to the other EU Member States, the share of secondary sector employment in the total employment of the CR is above the average, while on the contrary the share of tertiary sector remains to be below the average. 

Employment rate and economic activity of population of 15-64 age group in 2000 - 2007
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Source: CSO, labour force sample survey
Favourable economic development is reflected in the continuously decreasing rate of  unemployment. As against the year before in 2007 there was further and more marked decline in the registered  unemployment rate (based on the number of  job applicants registered with labour offices), namely from 8.1 % in 2006 to the current 6.6 %.  

Registered unemployment rate in 2004 - 2007
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Note: Registered unemployment rate is calculated as a share of job applicants registered with labour offices (source - MoLSA CR) in the total labour force. The data reflect the change of methodology starting with since the 3rd quarter of 2004.

The growth in total employment and the decrease in the number of unemployed persons resulted in a fairly sharp drop of general unemployment rate of 15-64 age group measured by the ILO methodology. The general unemployment rate fell on average from 7.2 % in 2006 to 5.4 % in 2007. The decline was seen particularly in women population. Almost three quarters of all unemployed persons (71.4 %) are persons with secondary education without GCE and persons with basic education. Although the number of long-term unemployed (1 year and more) fell on a year-on-year basis, their share in the total number of unemployed persons continues to be high (54.8 % in the 2nd quarter of 2007). According to the Eurostat figures, the unemployment rate in the Czech Republic is significantly lower than in EU27  (in the 2nd quarter of 2007 the EU27 figure was 7.1 % compared to 5.4 % in the CR).
Labour productivity and wages
Average gross monthly nominal wage in 2007 amounted to 21,692 CZK. Compared to 2006 it increased by 1,485 CZK, i.e. by 7.3 %. Due to the rise in consumer prices by 2.8 %, the gross monthly real wage in the monitored year increased only by 4.4 %. In the year-on-year comparisons higher increase of wages was seen in business sphere, with the rise being 7.5 % to 21,853 CZK, while in the non-business sphere the wages rose only by 6.7 % to 21,117 CZK (real wage increased by 4.6 % in business sphere and by 3.8% in non-business sphere). By CZ-NACE
  sections the highest average nominal wage in 2007 was reported by ITs (47,161 CZK), while the lowest average nominal wage was reported by the manufacture of textile and textile products (14,965 CZK).  
In 2007, the labour productivity continued to grow, namely at a rate comparable to that achieved last year. Aggregate labour productivity in 2007 reached 4.5 % year-on-year (i.e. by 0.1 % less than in 2006). 

Development of average gross monthly wages and labour productivity in the CR 
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Notes: 

Aggregate labour productivity measured as a share in GDP (in the year 2000 prices) and in total employment based on the national accounts. Wages and labour productivity indices – comparable period of the previous year = 100. 

Population development
In 2007, over 114.5 thousand children were born in the Czech Republic, which is approximately by 8,800 more than in the same period of the previous year. Compared to 2006, the fertility rate increased and reflects the development of the last few years, when the number of live births has been slowly growing. In spite of that the total fertility rate in the Czech Republic is low (this year it is 1.42 children per woman during the childbearing period). 

The mortality remains at the level comparable to that at the end of 2006 and thus the long-lasting trend of declining mortality which started in the late 1980s continues. Thanks to a higher number of live births and a lower number of deaths the natural increase in population at the end of 2007 reached almost 10 thousand citizens, i.e. by approximately 8,500 citizens more than in the previous year. The trend of natural population growth which started in 2006 was thus confirmed. 

Between the 1st and 4th quarter of 2007 the Czech Republic recorded an increase in the population, brought about predominantly by foreign migration. The positive balance of migration amounted to over 84 thousand persons (see the table below), which is twice as many as in the comparable period of 2006. Hence the foreign migration remains to be the crucial component of the population growth in the Czech Republic. The highest number of foreigners came to the CR, just like in the previous year, from the Ukraine (20.7 thousand persons), Slovakia (7.3 thousand persons) and Vietnam (6.1 thousand persons). 

The total population increase exceeded considerably the increase reported last year (by almost 58 thousand) and was the highest ever since the declaration of the CR in 1993.

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

	2007
	Absolute figures
	Number per 1 000 population

	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

	Net migration
	83 945
	8,1

	Total increase
	93 941
	9,1

	Mid-year population
	10 322 689
	-


Source: CSO
Relative population growth in the Czech Republic in 2000 - 2007 [image: image8.emf]-4
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1.2 Fulfilment of the convergence programme
The Czech Republic within the European multilateral supervision and coordination of fiscal policies shall submit periodical update of the Convergence Programme. The Convergence Programme of the CR was updated twice in 2007, namely in March 2007 by the Government Resolution No 216/2007 and in November 2007 by the Government Resolution No 1338/2007. The updated Convergence Programme is in compliance with the other strategic documents of the CR – the Czech Republic’s Updated Euro-area Accession Strategy approved in August 2007, Report on the Implementation of the National Lisbon Programme 2005 – 2008 of October 2007 and The National Strategic Reference Framework of the CR 2008 – 2013.
 
1.2.1 Fiscal policy

The Government of the Czech Republic appointed in January 2007 has set out as one of its paramount priorities the consolidation of public finance and explicitly committed to observing the principles of fiscal targeting and medium-term spending frameworks. For the purpose of  implementation of fiscal consolidation necessary for the ensurance of sustainable  macroeconomic development, the Government has drafted a comprehensive package of tax and budgetary modifications (amendments).
  The public finance reform is targeted in its mid-term horizon especially at the reduction of government deficit and the share of mandatory government spending.
In April 2007, the Government approved the new mid-term state budget outlook in which more ambitious fiscal objectives and corresponding more stringent spending frameworks were set for 2008-2010. The general government deficit (ESA 95 methodology) should achieve the level below 3.0 % in 2008, 2.6 % in 2009 and 2.3 % in 2010.
In accordance with the Statement of the Government Programme, the public finance reform focused also on gradual reduction of off-budgetary institutions in order to eliminate the risks and to increase fiscal transparency.
Another fiscal objective of the government is to reduce the tax burden and simultaneously to reduce the administrative burden and tax distortions through simplifying the tax system. In a long-term horizon. it aims at the adoption of reforms of pension and health care systems that will enhance long-term sustainability of public finance. 
The general government debt in 2007 is approximately 30.4 % of GDP, the general government deficit/surplus for 2007 is 3.4 % of GDP, i.e. by 0.5 p.p. higher than in 2006.
  
1.2.2 Currency policy
The currency policy of the CR is determined by the Czech National Bank. The CNB currency policy is based on the inflation targeting regime. In January 2006 this inflation target defined as the year-on-year increase in consumer price index (CPI) was set at 3 % with a tolerance band of one percentage point either side of that level. In March 2007, the CNB set a new inflation target of 2% keeping the plus/minus one percentage point comfort zone effective from 2010 onwards. Simultaneously, the CNB announced that gradual decreasing of inflation will be allowed for to the level of the new inflation target well in advance, so that as of the date of effect of the new inflation target the inflation rate is in its proximity.
 The average year-on-year inflation rate in the CR accounted for 2.8 % in 2007.

In the course of 2007, the CNB several times adjusted the parameters of its currency policy tools. The parameter of the key currency tool – two-week repo operations (2W repo rate) was changed four times during 2007. From the original level of 2.50 % effective since 29 Sep 2006, the two-week repo rate increased to 2.75 % as of 1 Jun 2007, to 3.00 % as of 27 Jul 2007, to 3.25 % as of 31 Aug 2007, and since 30 Nov 2007 the 2W repo rate has been at the level of 3.50 %. Similarly, the discount rate and the Lombard rate were increased four times in the course of 2007, always by 0.25 p.p. to the final 2.50 %, or 4.50 % respectively.

The cash reserve of the CR in 2007 grew. The average year-on-year change in the M2 money aggregate in 2007 amounted to 11.3 %.
 
1.2.3 Fulfilment of the Maastricht convergence criteria

A necessary prerequisite for the accession of an EU Member State to the euro zone apart from compatibility of the respective national legislation with Articles 108 and 109 of the Treaty Establishing the European Community and the ESCB Statute
 also the achievement of high level of sustainable convergence. It is measured by the fulfilment of 4 convergence criteria: price stability criterion, public finance sustainability criterion, exchange rate stability criterion and long-term interest rate criterion.
High degree of price stability criterion which is illustrated by the development of inflation rate – Since 2005 this criterion has been fulfilled. It will be fulfilled also for 2007. The document elaborated jointly by the MoF of the CR and the CNB assessing the fulfilment of Maastrich criteria, however, points out that this criterion will probably not be fulfilled for 2008 due to pro-inflation shocks. The decrease in inflation target effective as of 2010 to 2.0 % keeping the plus/minus one percentage point comfort zone announced by the CNB will create better conditions for the fulfilment of the price stability criterion.
Sustainability of public finance criterion evaluated based on the development of government deficit and government debt – The fiscal criterion is fulfilled only when both its components are fulfilled in a sustainable manner. 1) Government deficit criterion – The parameters of public finance as set in the CR made it impossible to fulfil this criterion. In 2007 though, the Convergence Programme of the CR was updated which should ensure the stabilization of public finance and the maintenance of government deficit below the required level of 3 % of GDP. The starting point for the stabilization of public finance was the Act on stabilization of public finance which covers the amendments to 49 laws.
 Apart from major changes in the tax system there have also been changes made to mandatory spending. The proposed trajectory of fiscal consolidation will ensure stabilization of public finance and will keep the government deficit below 3 % of the GDP, provided however only if the current rapid rate of economic growth is maintained and other cuts are made. 2) Government debt criterion – The CR fulfils this criterion without any difficulty. The government debt/GDP ratio has been stabilized, especially thanks to rapid economic growth. In order to stabilize the government debt in a long-term perspective it is necessary to prepare the fiscal system for the expected impacts of ageing population. 
Stability of exchange rate criterion evaluated by the fluctuation of exchange rate within the fluctuation band of the ERM II
 system for the period of two years without depreciation – the CR has not entered the ERM II exchange rate mechanism, therefore the central CZK/EUR parity has not been established which renders the formal evaluation of this criterion impossible.
Long-term interest rate criterion reflected in the level of long-term interest rates – The long-term interest rate criterion has been fulfilled by the CR. Its fulfilment in the upcoming years is conditioned by maintaining the confidence of financial markets and successful consolidation of public finance.
1.3 Main features of development of NUTS 2 regions
The economic position of individual NUTS 2 regions in the Czech Republic remained fairly stable until 2003. The main feature was the dominant position of Prague on the one hand and weak position of North Bohemian and North Moravian mining areas on the other hand. The ranking of regions by the GDP per capita has undergone several changes since 2003 (see the chart below). It was mainly the higher foreign investments which contributed to a considerable growth of the Moravia-Silesia region. In 2003, the GDP per capita in Moravia-Silesia was higher than in Central Moravia or Northwest regions. In the following year, the positive economic development continued and reached better results also when compared to the Northeast region. Another change in the ranking of regions concerned Central Bohemia and Southwest regions. Though in absolute terms the GDP in Central Bohemia grew faster than in Southwest (the table below), the GDP per capita declined in Central Bohemia, namely as a consequence of a massive inflow of population associated with the process of  suburbanisation. 

NUTS 2 regions in terms of the achieved level of GDP per capita and growth dynamics in 2006
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Source: Regional national accounts 2006. Prague: CSO (2007).

Characteristics of economic position of NUTS 2 regions in terms of GDP in 2006

	Region
	Share of the region in population of the CR (2006, %)
	Share of the region in  GDP of the CR (%)
	GDP per capita (CR=100%)
	GDP per capita (EU27=

100%)
	GDP growth in constant prices (year 2006=100%)

	Prague
	11,5
	24,3
	210,6
	166,8
	105,4

	Central Bohemia
	11,4
	10,3
	90,4
	71,6
	107,3

	Southwest
	11,5
	10,6
	91,7
	72,7
	107,1

	Northwest
	11,0
	8,7
	79,5
	63,0
	106,6

	Northeast
	14,5
	12,2
	84,5
	66,9
	107,3

	Southeast
	16,0
	14,2
	88,8
	70,4
	105,8

	Central Moravia
	12,0
	9,3
	77,4
	61,3
	105,9

	Moravia-Silesia
	12,2
	10,5
	85,9
	68,1
	106,8

	CR
	100
	100
	100
	79,2
	106,4


 Source: Regional national accounts 2006. Prague: CSO (2007).
In terms of the dynamics of GDP growth in 2006
, most of the regions achieved better results than the  average for the Czech Republic. Below-the-average values were reported only by Prague, Central Moravia and the Southeast region. Thanks to the absolute value of GDP used as the basis for calculation of percentage growth, Prague, however, still keeps its dominant position. While the share of individual NUTS 2 regions in the total population of the Czech Republic is relatively balanced, in case of their share in the total GDP of the CR the situation is entirely different. Prague itself contributes by almost one fourth to the total GDP of the Czech Republic, which is by 10 percentage points more than the Southeast region (the second largest contributor in terms of the absolute volume). The GDP per capita of Prague reached in 2006 almost 170% of  the average GDP in EU27. The lowest GDP values when compared to the average GDP in the EU is currently seen in the Northwest and Central Moravia regions with GDP below 65 %. The economic performance of the Southwest, Central Bohemia and Southeast regions, on the contrary, has gradually come close to 75 % of the EU 27 average (see the map below). 

GDP per capita (EU27=100; 2006).
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Source: Regional national accounts 2006. Prague: CSO (2007).

Disparities in economic performance of regions were slowly growing during the last two years, though not as fast as in the second half of 1990s (see the chart below). Due to the dominant position of Prague and a wide gap between Prague and other regions, the indicators of regional disparities at the level of all NUTS 2 units are considerably distorted. Regional disparities measured by the coefficient of variation, if Prague is included, are 7 times higher than disparities among the remaining regions.  Similar differences are present also in case of indicators of unemployment and the level of wages (see the table below).When Prague is included, the regional disparities keep growing as against 2005, while when Prague is excluded, the very contrary is true. With respect to the ongoing favourable development of the Czech economy in general, the regional disparities were reduced also in the area of unemployment. The narrowing of regional disparities was mostly effected by economic development of Moravia-Silesia which used to be the economically weakest region, and also by the decline in GDP per capita in Central Bohemia. In a short-time perspective the continuing trend of convergence in the economic development of regions at the level of NUTS 2 units can be expected.

Development of disparities among NUTS 2 regions in terms of the GDP per capita
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Source: Regional national accounts 2006. Prague: CSO (2007).

Development of regional disparities in GDP per capita, unemployment rate and median wages (variation coefficient in %)

	Indicator
	Num-ber of regions
	2000
	2001
	2002
	2003
	2004
	2005
	2006

	GDP per capita
	8
	37,26
	49,88
	40,82
	40,93
	40,57
	40,64
	41,19

	GDP per capita (Prague exclusive)
	7
	6,59
	7,03
	7,49
	7,03
	6,23
	6,30
	5,88

	General unemployment rate
	8
	38,58
	39,05
	43,87
	42,41
	42,46
	46,27
	45,63

	General unemployment rate (Prague exclusive)
	7
	32,85
	33,30
	39,36
	38,67
	37,07
	40,63
	38,66

	Median wage
	8
	x
	x
	9,44
	9,05
	9,87
	10,25
	10,95

	Median wage (Prague exclusive)
	7
	x
	x
	3,66
	2,84
	3,33
	3,31
	3,35


Source: Regional national accounts 2006. CSO Prague 2007, and Wage structure of employees for the year (2002 to 2006), CSO Prague.

The development of social and economic characteristics does not fully correspond with the development of GDP in individual regions (see the table below). Although Prague reported the lowest GDP growth, its median wage rose the most in the Czech Republic (by 7.6 %). Also the gap between the level of salary in Prague and in the other regions is getting wider. Economic attractiveness of the capital corresponds with the intensity of new housing construction and migration increase, which are the second highest right behind the Central Bohemia region. The attractiveness of Prague has also an impact on its surrounding areas. Central Bohemia has for a number of years been a witness of a construction boom going hand in hand with a rapid growth of population. The median wage over and above CZK 20,000 and the second lowest rate of general unemployment in Central Bohemia are to a high degree dependent on the economic base of the capital. Favourable economic development in the Southwest region corresponds with the positive development of socio-economic situation of population (low general unemployment rate, higher migration increase and vigorous new housing construction). Although Moravia-Silesia has for a several years been experiencing a very positive economic development, the rate of unemployment is 12 %. Decrease in its population and the lowest number of completed new dwellings prove that the favourable economic development measured by the GDP growth does not necessarily have to mean the improving social and economic status of population. General rate of unemployment has traditionally exceeded the 12% level also in the Northwest region, where, as opposed to the general trend, it increased by 0.5 percentage point year-on year. The Northwest region can be considered the weakest NUTS 2 region in the Czech Republic, both in terms of the economic development and socio-economic status of population. Rather negative economic development of Central Moravia is aggravated by its low attractiveness for migration (migration increase only 0.5 ‰), less intensive housing development and higher unemployment rate. The remaining two regions, i.e. Northeast and Southeast do not show any considerable differences in the monitored features vis-à-vis the national average. 

Selected characteristics of socio-economic development of NUTS 2 regions in 2006

	Region
	Popula-tion increase (‰)
	Migra-tion increase (‰)
	Median wage (CZK)
	Year-on-year increase in median wage (%)
	General unemploy-ment rate

(%)
	Change in unemploy-ment rate, year-on-year (p.p.)
	Completed dwellings (per 1000 population)

	Prague
	5,5
	5,3
	24 941
	7,6
	2,8
	-0,7
	4,38

	Central Bohemia
	14,7
	14,1
	20 086
	6,0
	4,5
	-0,2
	5,11

	Southwest
	4,4
	4,4
	18 732
	4,9
	4,9
	-0,8
	3,36

	Northwest
	0,4
	0,0
	18 703
	7,5
	12,7
	0,5
	1,56

	Northeast
	3,2
	3,1
	17 998
	4,7
	6,1
	-0,5
	2,53

	Southeast
	1,9
	1,8
	18 421
	6,1
	7,1
	-2,1
	3,34

	Central Moravia
	0,3
	0,5
	18 235
	5,8
	7,6
	-1,9
	1,99

	Moravia-Silesia
	-1,2
	-1,0
	18 933
	4,7
	12,0
	-0,7
	1,31

	CR
	3,5
	3,4
	19 512
	5,0
	7,1
	-0,2
	2,94


Source: Regional national accounts 2006. CSO Prague 2007, and Wage structure of employees for the year (2002 to 2006), CSO Prague.

1.4 Main changes in national, regional and sectoral policies
Development of individual policies in 2007 was influenced by two major facts. First of all it was the appointment of new government in January 2007.The new government is formed by the coalition of the Civic Democratic Party, the Christian Democrats (KDU-CSL) and the Green Party and its political mandate is limited due to the distribution of votes in the Chamber of Deputies of the Parliament of the CR (both the coalition and opposition won 100 seats which meant a political stalemate). Promoting any changes in individual policies in the Chamber of Deputies thus depends on the support of certain number of representatives of the opposition. It is essential, however, that one of the priorities of the government is the consolidation of public finance.

Another fact that had a major impact on the development in 2007 was the commencement of the new EU programming period 2007-2013, including the discussions and approval of the National Strategic Reference Framework (NSRF) and majority of the operational programmes.

The overall strategy of changes in national policies is defined in the National Reform Programme (NRP)
, implementing the Lisbon strategy. This programme which specifies the reform steps to be taken in 2005-2008, was submitted to the European Commission in October 2005. The macro-economic objectives are defined in the Convergence Programme of the Czech Republic which was twice updated in 2007 (March 2007, November 2007). 

Fiscal consolidation

For the purposes of implementation of fiscal consolidation, the government has elaborated a comprehensive summary of tax and budget modifications (in September 2007 the Chamber of Deputies of the Parliament of the CR adopted the Act on stabilisation of public finances). In mid-term horizon the reform of public finances aims at reducing the government deficit and the share of mandatory government expenditure. In a long-term horizon, the aim is to adopt pension schemes and health care reforms which will enhance the long-term sustainability of public finance. (For more information see the Chapter 1.2 Fulfilment of the Convergence Programme ) 

Business environment

Small and medium-sized enterprises (SME) constitute a significant component of the Czech business sphere. In 2007, 5 National SME Support Programmes were announced to be financed from the state budget. The SMEs can also use the assistance from European sources which are allocated in the CR under the operational programmes. Effective as of November 2007 were the General Principles on Regulatory Impact Assessment (RIA), according to which the entity introducing any draft legislation at the level of the government (both the primary a secondary legislation) shall be obliged to conduct a comprehensive assessment of  the expected impacts of the respective draft using the RIA method.

In order to facilitate the starting up of a business for beginning entrepreneurs, a comprehensive amendment to the Trade Act was drafted in 2007, taking effect in 2008. Also adopted was a recodification of the Insolvency Act, which should reduce the duration of legal proceedings and strengthen the role of creditors. Based on the outcomes of the Analysis of administrative burden of entrepreneurs, further steps were approved in the framework of the government programme to reduce the administrative burden of entrepreneurs, and the objective to reduce the total burden by 20 % by 2010 (to the level of 2005) was confirmed.

Research and development, innovation

Coordination of activities in the area of research, development and innovation in the course of 2007  has progressed in compliance with the objectives set out in the National Research and Development Policy of the CR for 2004-2008, the National Innovation Policy (2005-2010) and the European Commission basic documents and recommendations. The system of state aid for research and development is based on Act No 130/2002 Coll. 
 At present the amendment to this Act is being prepared. The aim of the CR is not only to increase the public expenditure on R & D, but also the cost-effective use of these resources. In 2007, a total of 21.5 billion CZK of the state budget resources was allocated to R & D, and for 2008 the proposed expenditure amounts to almost 23.0 billion CZK. The field of research, development and innovation is also supported from the Structural Funds, both within 2004-2006 programming period and 2007-2013 programming period.

Sustainable development

The Strategy for Sustainable Development of the CR was adopted by Government Resolution  in December 2004. Its main task was to point out the existing and potential issues which might threaten the transition of the CR to the sustainable development, to initiate measures to avoid these threats and to at least mitigate their impact. In 2007 the CR Government Council on Sustainable Development (CGCSD) updated the CR Strategy for Sustainable Development of the CR. In 2008 the works on the Strategy shall continue.

In 2007 the drafting of the Sustainable use and management of natural resources programme, oriented on dematerialisation of processes and growth of efficiency in production, and also on decreasing the environmental impact of production and consumption processes. The Programme is to be implemented in the period 2008-2013. For 2007 the State programme for the support of energy savings and utilisation of renewable energy sources in the CR has been launched (the Programme EFEKT) Within the environmental tax reform, the excise duty of solid fuels, natural gas and electricity is to be introduced, but the increased tax burden shall be offset by the decrease in the tax on labour. That would as a matter of fact complete the first stage of the environmental tax reform.

Transport networks and ICT networks

The 2007-2013 period is covered by the General Development Plan of Transport Infrastructure, the draft of which was discussed by the government in 2006. This plan proposes specific priorities of transport infrastructure development in the Czech Republic. In the field of railway transport, in 2007 the works continued on the preparation for the construction of the European Railway Traffic Management System (ERTMS).

One of the goals in the field of ICT is also the eGovernment. The accomplishment of this goal is to be supported by the new act  in the pipelines (the so called eGovernment Act), which should come into effect on January 1, 2009 and which shall enable full use of information and communication technologies in public administration activities and in communication with public administration bodies. The eGovernment application is also preconditioned by safe and reliable network of interconnected basic information systems of eGovernment. The primary source of information in public administration and the core content of eGovernment should become four basic registers to be established – register of territorial identification and real estates, economic register, population register and register of rights and obligations. In order to accelerate the development of eGovernment, the CzechPOINT project was launched (the Czech Posting Verification Information National Terminal), i.e. the establishment of basic contact points for the interactions between citizens and public administration. The increasing popularity of CzechPOINTs is illustrated by their growing number. While in December 2007 there were fewer than 300 CzechPOINTs, as of 20 Jan 2008 their number reached 837.

In summer 2007, a draft act (the so called digital amendment) was adopted by the Government resolution amending some acts in relation to the transition to digital TV broadcasting.

Employment and social services policy

In 2007, the Government of the CR adopted a technical amendment to the Labour Code which aims at further enhancement of freedom of contract in employment relations. On 1 January 2007 new Acts became effective on assistance in material need, on living and subsistence minimum, and also the amendment to the Act on state social support. Through this legislation financial motivation was enhanced to find a job and more stringent conditions were introduced governing the entitlement for the benefits. A major change of the organisational set-up of employment and social services is in the pipeline.

In 2007, the evaluation procedure of the implementation of “Selection of qualified foreign workers” pilot project was commenced by the Ministry of Labour and Social Services. Its aim was to lay down the rules for the system of long-term recruitment of qualified foreign labour force and its permanent integration in the Czech society in order to address negative consequences of aging of the Czech population for the labour market in the upcoming 20-30 years.  

In March 2007, the “White Paper of Tertiary Education“ project was launched, the aim of which is to submit a comprehensive tertiary education reform programme and the substance of the new act on tertiary education by June 2008, which shall in 2009 replace the existing Act on higher education institutions. In July 2007 the Government of the CR adopted a comprehensive national Strategy for Lifelong Learning. Still implemented is the National Programme of Computer Literacy, comprising special courses focused on disadvantaged groups of population.

Territorial development policy
On 1 January 2007 the new Building Act came into effect, on the basis of which the update of Territorial Development Policy will be drafted (in accordance with Government Resolution No 561/2006 it shall be submitted by the end of 2008). Pursuant to this act conditions were created in 2007 for the elaboration of Planning documentation (the new territorial planning instrument for permanent identification and evaluation of sustainable status and development of territory for administrative territory of municipalities with extended powers and regions).

Regional policy of the CR

Regional policy of the CR in 2007 followed from the Regional Development Strategy adopted by Government Resolution No 560/2006, and at the national level it was mainly focused on the support for problematic regions defined by this strategy (including other regions temporarily supported until the end of 2008 pursuant to Government Resolution No 829/2006). At the national level (within the remit of the MRD) the support for regional development was provided through the following programmes adopted by the Decision of the Minister for Regional Development in January 2007:

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

· support for development of economically weak and structurally affected regions;

· support for renewal of rural areas;

· support for the development of industrial business entities in the NUTS 2 Northeast and Moravia-Silesia regions and other regions with concentrated state aid;

· support for rehabilitation of former military grounds for general use.

During the implementation of regional policy in 2007 a significant decentralisation took place through the delegation of competencies to the regional level. In 2007 pursuant to the amendment to Act No 248/2000 Coll., on regional development support (implemented in 2006 and 2007) the setting up of  Regional Councils in seven cohesion regions of the CR  was completed (while in the territory of Prague their tasks are fulfilled by the City of Prague). These bodies shall ensure the implementation of a total of 9 programmes (7 programmes under the Convergence objective and 2 programmes under the Regional Competitiveness and Employment objectives) in 2007-2013 period.

Economic and social cohesion policy
The development of individual policies was significantly influenced by the commencement 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 entails a clear description of links to the National Reform Programme of the CR, with 30 of the total number of 46 NRP measures being supported under the priorities of the National Strategic Reference Framework
. 

In 2007-2013 programming period three objectives of economic and social cohesion policy shall be fulfilled through the following operational programmes:

Convergence objective (allocation for the CR totalling EUR 25,883,511,035)
Thematic operational programmes



Regional operational programmes
OP Transport






ROP NUTS II Northwest
OP Environment





ROP NUTS II Northeast
OP Education for Competitiveness



ROP NUTS II Southwest
OP Research and Development for Innovations

ROP NUTS II Southeast
OP Enterprise and Innovation



ROP NUTS II Central Bohemia
OP Human Resources and Employment 


ROP NUTS II Central Moravia
Integrated Operational Programme



ROP NUTS II Moravia-Silesia
OP Technical Assistance



Regional Competitiveness and Employment Objective (allocation for the CR totalling EUR 419,093,449)
OP Prague Competitiveness

OP Prague Adaptability

European Territorial Cooperation Objective (allocation for the CR totalling 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

The ESPON 2013 Operational Programme 
The INTERACT II Programme

In the last quarter of 2007, a total of 16 operational programmes of the 17 operational programmes under the Convergence and Regional Competitiveness and Employment Objectives were successfully negotiated and only the OP Research and Development for Innovations will be finalised only in the first half of 2008. Successfully finalised were the operational programmes under the European Territorial Cooperation Objective (CR is the managing authority only in case of the OP CR-Poland). In majority of operational programmes their implementation was commenced by publishing the first calls for proposals. For the CR these programmes are of major importance, in 2007-2013 the co-financing from the European Funds (ERDF, ESF and CF) will amount to a total of 26.7 billion EUR. Additional approximately 2.8 billion EUR will be allocated in this period to rural development and fisheries (co-financed from EAFRD and EFF).

2 PROGRESS IN THE IMPLEMENTATION OF ASSISTANCE
2.1 Implementation of operational programmes
The Community Support Framework (for Objective 1) represents the underlying strategy for social and economic development of Cohesion regions (NUTS 2) for the 2004-2006 programming period and is implemented through five operational programmes. The operational programmes are the responsibility of different ministries. The respective ministries responsible for individual operational programmes are presented in the table below:
	Objective
	Programme (abbreviation used)
	Managing Authority

	Operational Programmes  Objective 1
	Joint Regional Operational Programme 

(JROP)
	Ministry for Regional Development

	
	OP Industry and Enterprise 

(OPIE)
	Ministry of Industry and Trade

	
	OP Human Resources Development 

(OP HRD)
	Ministry of Labour and Social Affairs

	
	OP Infrastructure 

(OPI)
	Ministry of Environment

	
	OP Rural Development and Multifunctional Agriculture 

(OP RDMA)
	Ministry of Agriculture


JROP – The Joint Regional Operational Programme covers development priorities of seven Cohesion regions which can draw financial resources from the Structural Funds under Objective 1. Contrary to the other OPs, the JROP is a horizontal/cross-cutting programme. Its aim is to achieve a balanced and sustainable economic growth and improved quality of life of population in the region through stimulating new economic activities. It focuses also on the improvement of quality of infrastructure and environment and on an overall human resources development.
OP HRD – The aim of the Operational Programme Human Resources Development is to improve the flexibility of labour market through active employment policy, enhancing the educational infrastructure etc. It represents a set of objectives in the field of employment and labour market essential for further transformation of the Czech labour market with the view to implement the European Employment Strategy.

OP IE – The aim of the Operational Programme Industry and Enterprise is to develop the business environment to increase the competitiveness of industry, to support the development of innovative products, technologies and services. An emphasis is laid especially on the support for small and medium-sized enterprises in the processing industry and an overall development of enterprise. The assistance provided under the programme is not granted on a selective basis by giving preference to selected industry sectors, but all the sectors and industries under the responsibility of the MIT enjoy equal opportunities to get the support. 

OP I – The global objective of the Operational Programme Infrastructure is the protection and improvement of environment and development and enhancement of the quality of transport infrastructure while respecting the principles of sustainable development and stressing the observance of EU standards. 
OP RDMA – The aim of the Operational Programme Rural Development and Multifunctional Agriculture is to enhance the competitiveness and labour productivity in agriculture an fisheries, to increase the quality of products, to improve the quality of life of rural population and to stimulate economically viable non-production functions of rural areas. In this area the support is channelled to increasing labour productivity and improving quality of agricultural and fisheries products placed in the market. It concerns especially the support for investments into new technologies and human capital as well as the support for creation of alternative and sustainable jobs.

A total of EUR 1 454 million was allocated for the Community Support Framework (i.e. for all five operational programmes) for the entire 2004-2006 programming period from the Structural Funds. The table below gives a breakdown of CSF financial resources by individual operational programme in individual years.

Community Support Framework funds – Community contribution (EU share)
	CSF (Obj. 1)
	2004
	2005
	2006
	2004-2006
	Share in CSF

	JROP
	105 893 505
	151 673 302
	196 765 764
	454 332 571
	31,24 %

	OP HRD
	74 308 763
	106 433 869
	138 076 651
	318 819 283
	21,92 %

	OPIE
	60 798 079
	87 082 257
	112 971 806
	260 852 142
	17,94 %

	OPI
	57 420 408
	82 244 353
	106 695 594
	246 360 355
	16,94 %

	OP RDMA
	40 532 052
	58 054 838
	75 314 537
	173 901 427
	11,96 %

	Total
	338 952 807
	485 488 619
	629 824 352
	1 454 265 778
	100 %


The financial resources are drawn from four Structural Funds for the 2004-2006 programming period: The European Regional Development Fund (ERDF), European Agriculture Guidance and Guarantee Fund (EAGGF), European Social Fund (ESF) and Financial Instrument for Fisheries Guidance (FIFG). 

According to the N+2 rule the financial allocation for individual operational programmes set out by the programming document for the given year shall be absorbed no later than in two years following the year for which the allocation is earmarked. Hence the 2005 allocation had to be absorbed by the end of 2007. The N+2 rule for 2005 allocation was met for all the operational programmes as of 31 Dec 2007 (see the text below).
As regards the 2004-2006 programming period, the year 2007 was the fourth year of implementation of operational programmes. As compared to the previous years, the year 2007 witnessed more significant increase in the amounts drawn from the Structural Funds which was brought about by the progress of the programming and particularly the project cycle. First calls for proposals were published in 2004 and were followed by the selection and approval of projects. The year 2005 and 2006 were predominantly the years of implementation of projects. In 2007, the programmes reached the stage of execution of payments, gradual completion of individual projects and control of sustainability.
In the course of programmes implementation certain disparities have been revealed   between individual measures, also within a single programme. These disparities became obvious already when the applicants expressed their interest in the measures. In some measures the demand of applicants several times exceeded the allocated amounts, while in other measures the interest of applicants was negligible. The measures under which the demand highly exceeded the financial allocation are e.g. Measures 4.2 of JROP, 3.1 of OPI and 3.2 of OPI. It therefore suggests that measures of similar nature will be in high demand also in the 2007-2013 programming period. The managing authorities implemented a number of activities in order to increase the absorption capacity under measures which had not been  much in demand and identified and lifted barriers preventing the potential applicants from submitting project applications under these measures. 
More disparities are apparent in drawing financial resources, e.g. when measures supporting the so called soft (non-investment) projects are faced with more difficulties than those with projects focused on investment activities. This disparity is associated with readiness (unreadiness) of applicants to implement soft projects. 
Last but not least, the disparities are evident in the achieved value and measurability of monitoring indicators which may be used to monitor the successful fulfilment of objectives under individual measures. While in some quantifiable indicators the achieved value can be quantified as early as during the implementation of projects, in other indicators their value can be quantified only after the full completion of the project, or even later as is the  case of impact indicators.
The development of drawdown of financial resources from the Structural Funds in the course of 2007 was monthly monitored. The absorption of financial resources from the Structural Funds has during the year  shown an upward trend. The progress attained in the implementation of programmes has also been shown by the level of expenditure realised by final beneficiaries in the implementation of the already approved projects (namely the requests for payment submitted by final beneficiaries). Since the mechanism of funds reimbursement reckons basically with retroactive (interim) payments, this volume of funds is of major importance. The expenditure realised by the final beneficiary (FB) is after the authorisation by the Managing Authority paid from the state budget and only subsequently, after the certification by the Paying and Certifying Authority
, the payment application is submitted to the European Commission in order to reimburse the funds to the chapter of the Ministry of Finance of the CR. The volume of certified funds requested by the CR from the European Commission then constitutes a starting point to assess the fulfilment of the N+2 rule. That is why an appropriate value of realised expenditure is an essential prerequisite to estimate the fulfilment of the N+2 rule. 
The following table shows the development of realised expenditure by final beneficiary for the whole Community Support Framework between the end of 2006 and the end of 2007 (in terms of Community contribution only).
Realised expenditure for the Community Support Framework in million CZK
	Month
	Realised expenditure in million CZK

	December 2006
	15 388,1

	February 2007
	16 778,6

	April 2007
	18 728,4

	June 2007
	20 172,1

	August 2007
	22 769,7

	October 2007
	25 374,8

	December 2007
	28 325,1


It is obvious that in the course of 2007 there was a more considerably increase in the value of realised expenditure. While in the first half of 2007 the value of realised expenditure was growing slowly, in the second half of 2007 more rapid increase was recorded. This progress is affected by the seasonality of construction works decisive for investment projects.  
2.2 Fulfilment of the CSF strategy
The overview of financial drawdown gives us an immediate, but rather limited picture of the SF implementation. The success rate and efficiency of the used funds is measured in particular by the fulfillment of the set out physical indicators.

The indicators that monitor the physical project outputs can be used as a criterion measuring the progress of the SF implementation. Nevertheless, in the case of context indicators it is very difficult to accurately quantify or define the impact of Structural Funds on these values. The point is that the projects are still under implementation and individual projects will continue to be implemented until the end of 2008, and therefore the impacts of these funds on indicators of this particular type are to be expected often only several years later. 

The CSF Annual Implementation Report for 2007 is drafted in the first half of 2008 when not all the statistical data for 2007 are available. The collection data for 2007 is performed by the Czech Statistical Office, which is often the relevant data source, only in the course of 2008 and some data will be released even later. That is why the figures used are based on the latest available data or expert estimates for 2007. Some data will be recalculated and finalised during the upcoming periods and thus their final value is subject to change. 
The time series of some indicators have been changed due the changed methodology of monitoring or subsequent specification of values as against the CSF Annual Implementation Report for 2006. When also the baseline value of the indicator was changed, the target value was appropriately adjusted if set out for the given indicator. In a few indicators the values cannot be currently monitored. Either the original source of data (most often the Czech Statistical Office) ceased their monitoring or the monitoring of indicators was found to be very difficult or even impossible. In such a case there were efforts made to replace the original indicator with a similar one which is easier to monitor while having the same reporting value.
For each level of CSF objectives and priority axes, individual indicators have been defined and their developments have been monitored on an ongoing basis, and hence the fulfillment of the overall CSF strategy has been monitored as well.

With a view to get a better idea of the development in the Czech Republic the following context indicators have been monitored.
	Context indicators 

	Indicator
	Unit of measure
	Baseline value (2001, unless stated otherwise)
	2004
	2005
	2006
	2007
	Source

	Population of productive age (previous year = 100)
	%

(previous year = 100 %)
	100
	100,4
	100,3
	100,5
	100,4
(estimate)
	CSO

	Share of population aged 15 or more with higher education 
	%
	9,5

(2002)
	10,1
	10,6
	10,9
	11,0 (3Q2007)
	CSO

	GDP per capita of the CR
	PPS in current prices
	13 738
	16 403
	17 211
	18 620 
	19 793 (estimate)
	CSO,

MoF

	Aggregate labour productivity
	% (previous year = 100 %)
	102,2
	104,3
	105,2
	104,6
	104,5
	CSO

	Registered unemployment rate in Objective 1 regions (excluding Prague)
	%
	9,7
	10,3
	8,9
	8,3
	6,6
	MoLSA

	Registered unemployment rate of the CR
	%
	8,9
	9,5
	8,9
	7,7
	6,0
	MoLSA

	Gross added value
	% (previous year = 100 %)
	2,5
	4,5
	6,5
	6,8
	6,4
	CSO

	Life expectancy
	years
	72,1 M

78,4  F
	72,6 M

79,0  F
	72,9 M

79,1 F
	73,4 M

79,7 F
	73,6 M

79,9 F
(estimate)
	CSO

	Economic activity rate
	Share of economically active population in the total population aged 15 or more in %
	60,0
	59,2
	59,4
	59,3
	58,8

( 3Q2007)
	CSO


The values of context indicators correspond to the description of socio-economic development included in the first chapter of this Report. These indicators take into account both the development of essential macroeconomic indicators and human resources indicators.

The GDP per capita of the CR keeps growing year by year. The time series has been changed compared to the CSF Annual Implementation Report for 2006 due to the adjustment of values by the CSO. 
The GDP per employee of the CR was not monitored by the CSO and thus has been replaced by a new indicator Aggregate labour productivity. It is an indicator regularly monitored by the Czech Statistical Office which provides similar information as the formerly used indicator. The new indicator is calculated as a ratio of the gross domestic product (in 1995 prices) and the corrected number of employees. Similar reasons as in case of the previous indicator have led to the replacement of the Gross added value in production (including Prague) indicator with the Gross added value indicator.
The indicator originally called in the Czech language Průměrná délka života (Life expectancy) is now called Naděje dožití (Life expectancy) in line with the terminology used by the Czech Statistical Office.
2.2.1 Fulfilment of the CSF global objective
The fulfilment of the CSF global objective that has been defined as the “sustainable development based on competitiveness” is monitored using the selected indicators.

Indicators at the level of CSF
	Indicator
	Unit of measure
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Sour-ce

	Impact indicators

	GDP per capita average for NUTS 2 regions, excluding Prague
	PPS in current prices
	12 396 (2002)
	14 136
	14 770
	15 937
	16 893 (estimate)
	14 055
	CSO

	GDP per employee, average for NUTS 2 regions, excluding Prague
	PPS in current prices
	31 369
	38 054
	39 160
	41 905
	44 419 (estimate)
	34 764
	CSO

	Net number of newly created jobs
	Total number
	0
	0
	-
	9 096,95

(OPIE, JROP, OP RDMA)
	12 697

(OP HRD, OPIE, OP RDMA)
	10 050
	OP

	Result indicators

	Number of supported jobs
	Gross number of created jobs
	0
	0
	2 281,8
	12 709,95

(without OPI)
	22 604

(without OPI)
	29 410
	OP

	Private co-financing realized
	EUR
	0
	0
	116 169 000
	123 708 276,37

(without OPIE)
	646 229 021
	639 020 325
	OP


The above referred to indicators take into account the territory covered by the Community Support Framework, i.e. the given values relate only to the territory supported under the operational programmes within the CSF and do not include the territory of the City of  Prague.
Just like the time series of the context indicator GDP per capita of the CR, the time series of the GDP per capita, average for NUTS 2 regions, excluding Prague indicator was adjusted. Due to the changes in the Baseline value, also the target value was adjusted.
The original indicator GDP per employee was replaced with the GDP per employee, average for NUTS 2 regions, excluding Prague indicator with a similar reporting value. The indicator is calculated based on the GDP measured by the Purchasing Power Parity and based on the number of employees pursuant to ESA95. For both the GDP indicators new target values have been set as a consequence of the change of Baseline values (change of the unit of measure, the indicator is measured in PPS in current prices). Both the indicators of economic growth have been showing favourable development and already exceeded the target values.
The third impact indicator for the monitoring of the CSF global objective was set to be the Net number of newly created jobs, i.e. the indicator expressing the effectiveness of assistance granted under the CSF from the Structural Funds. To ascertain the values of this indicator for individual operational programmes is very complicated since it should take into account not only the number of created jobs as such, but it shall also exclude the benefits which would have been achieved even if the supported projects had not been implemented. This effect cannot be quantified for all the operational programmes, therefore the indicator is given for some operational programmes only.
For the purposes of monitoring the CSF global objective, two result indicators have been set out. The Number of supported jobs means the total gross number of jobs in supported applicants regardless of whether their creation was the outcome of the assistance from the Structural Funds or not. The indicator Private co-financing realised describes the participation of the private sector in the implementation of assisted projects. The value for 2007 exceeds the target value.
2.2.2 Fulfilment of CSF specific objectives
The Community Support Framework has three specific objectives:

· Creating conditions for business environment,

· Improving the flexibility of labour market,

· Improving the quality of infrastructure.

These specific objectives are considered to be the determinants contributing to the strategy of sustainability based on competitiveness.
Indicators for the specific objective: Creating conditions for business environment
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Sour-ce

	Impact indicator

	Share of SMEs in GDP
	%
	31,12
	35,22

(2003)
	34,92

(2004)
	34,60

(2005)
	34,36

(2006)
	35,59
	MIE

	Output indicator

	Area of created business zones and areas
	m2
of which:

new, moderni-zed 
	0
	0
	201 479
	2 138 150

(refurbished and rebuilt 346 738; 

purchased and new

1 791 412)
	265 228,86

111 166,4

154 062,46
	+ 102 900

68 900

34 000
	OPIE


The development of business sector is deemed to be one of the key factors behind the performance of economy. Special attention is paid to small and medium-sized enterprises,  start ups and innovative companies.
The time series of the indicator Share of SMEs in GDP has been changed due to the changes made in the monitoring. A new source of data has become the MIT document entitled the Report on the development and support of SMEs.
A new calculation methodology has been developed for the Area of business zones and areas indicator. The values given for the previous years and in the previous annual implementation reports comprised also business areas and premises supported in the framework of other assisted activities (e.g. construction of roads and utilities) which are not directly linked to the construction of buildings. According to the new algorithm of calculation, only the actually built business capacities are included. In 2007, this output indicator exceeded (despite modifications of the methodology of monitoring) the target value which proves the successful development of business environment. 
Indicators for the specific objective: Improving the flexibility of labour market 
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Impact indicator

	Number of job applicants per vacancy
	Number of persons
	8,9

(December 2001)
	10,6
	9,8
	4,8
	2,5
	7,7
	CSO


The economic growth factor is also the quality of labour force potential. For the monitoring of flexibility of labour market at the level of specific objectives the indicator originally called the Number of unemployed per vacancy was opted for. In order to comply with the CSO terminology, this indicator has been changed into the Number of job applicants per vacancy. Due to the changes in methodology of monitoring the baseline value has been adjusted and the target value has been adjusted accordingly. The time series indicates a positive trend in the development of labour market. 
Indicators for the specific objective: Improving the quality of infrastructure
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Impact indicator

	Increasing transport safety
	Reduction in the accident rate in the relevant area (in %)
	0
	0
	-
	-
	-1,6 (roads)

-24,6 
( rail-ways)
	-20

(roads)

-5 (rail-ways)
	MoT,
JROP

	Share of population living in houses connected to the public sewerage
	Share in the total number of population %
	77,5
	77,7

(2003)
	77,9

(2004)
	79,1

(2005)
	80,0

(2006)
	79,5
	CSO


Quality infrastructure is yet another prerequisite to economic growth.  Therefore it is necessary to develop and modernize the key road and railway routes.

At the level of specific objectives in this area, the indicator Increasing transport safety has been monitored. The value of this indicator for 2007 mirrors the number of accidents in the road and railway transport across the CR.

Apart from the transport infrastructure, also the infrastructure affecting the environment shall be supported. This area is also monitored and therefore ranking among the indicators of the specific objective Improving the quality of infrastructure also the Share of population living in houses connected to the public sewerage indicator. The original name of this indicator has been replaced with a view to comply with the CSO terminology. Since the data are made available with a one year delay, the 2007 value reflects the reality of the year 2006. The time series clearly suggests that the share of population connected to the public sewerage systems has been successfully growing and the target value has already been exceeded.
2.2.3 Fulfilment of CSF horizontal objectives
The horizontal objectives of the CSF are the following:
· Sustainable development,

· Equal opportunities,

· Balanced development of regions,

· Information society.

These horizontal objectives shall be respected by each programme, priority and individual measure.
Indicators for the horizontal objective: Sustainable development
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Source

	Impact indicator

	Air quality – SO2 emissions for al source categories
	thousand tonnes / year
	227
	222

(2003)
	219

(2004)
	217

(2005)
	207 (2006)
	MoE

	Air quality – NOx  emissions for all source categories
	thousand tonnes / year
	305
	292

(2003)
	292

(2004)
	293

(2005)
	285

(2006)
	MoE

	Water quality – Water pollution by COD5 discharged from point sources
	t / year
	74 672
	59 812

(2003)
	57 345

(2004)
	52 874

(2005)
	53 689

(2006)
	MoE

	Water quality – Water pollution by insoluble substances
	t / year
	26 687
	20 626 (2003)
	17 643

(2004)
	17 182 (2005)
	18 498

(2006)
	MoE

	Water quality – Share of population living in houses connected to the public sewerage system
	%
	77,5

(2002)
	77,7 (2003)
	77,9

(2004)
	79,1

(2005)
	80,0 (2006)
	MoE


	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Source

	Waste management quality – share of processed (recycled) and used waste in the overall waste management
	%
	53,9

(2002)
	58,3

(2003)
	63,3

(2004)
	68,7

(2005)
	84,7 (2006)
	MoE

	Result indicator 

	Municipal waste – Share of municipal waste and business waste in the total volume of waste
	%
	10,0
	9,7
	11,8
	14,2
	15,7

(estima-te)
	MoE

	Output indicator

	Supported projects with a positive impact on the environment
	Number of projects
	0
	64
	464
	1 084 

(OPIE, OPI, OP HRD)
	3 098
	OP


The environmental dimension of this objective lies in the necessity of long-term maintenance of adequate environmental status for human society. The selected indicators focus predominantly on monitoring the air and water quality and waste management. In these indicators the effects of the Structural Funds assistance cannot be unambiguously proved, however the assistance is granted to make the impact positive.
The values of indicators show a positive development in this area. The time series of values of the air quality indicators has been adjusted as against the previous Reports based on the data provided by the Ministry of Environment of the CR. The values for the previous years have been adjusted pursuant to the same methodology of monitoring and the initial as well as target values have been recalculated accordingly. Both the monitored data are available with a one year delay. Similar situation prevails in the other impact indicators of this objective whose source is also the MoE. 
The result indicator Share of municipal waste and waste from business in overall volume of waste has been monitored only for the municipal waste part and the source of data was again the MoE. The value for 2007 is an estimate. 
The output indicator is the number of supported projects under the operational programmes with a positive impact on the environment which describes directly the effects of the SF assistance.
Indicators for the horizontal objective: Equal opportunities
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Source

	Impact indicator

	Share of women in the number of registered unemployed in the following groups:
	%
	50,7
	50,4
	52,0
	53,2
	53,3
	MOLSA

	a) school graduates and youth
b) persons with disabilities
c) persons aged 50 or more
d) persons with no more than primary or basic education 
	%
	a) 44,0

b) 49,2

c) 46,8

d) 50,4
	a) – 

b) 49,1

c) 46,4

d) 52,4
	50,9

49,5

46,6

53,5
	a) 52,2

b) 49,9

c) 48

d) 54,4
	a) 53,1 

b) 49,9

c) 47,9

d) 55,6
	MOLSA

	Result indicator

	Share of created jobs for women in the gross number of created jobs
	%
	-
	0
	18,5
	27,88 (OPIE,  (OPHRD)
	41,87

(with-out OPI)
	OP

	Output indicator

	Supported projects with a positive impact on equal opportunities
	%

projects
	-
	0
	246

21,91%
	26,39 (OPIE, %)

53 (OPHRD – number of projects)
	36,54

(with-out OPI)
	OP


The horizontal objective Equal opportunities focuses on offsetting the negative effects on  the disadvantaged group of population, removing the barriers to equal access to education, labour market and eliminating various forms of discrimination.
The share of supported projects under the operational programmes with a positive impact on equal opportunities proves that this area has really been supported. This factor also has an effect on the Share of created jobs for women in the gross number of created jobs which reaches almost 42 %. Both the figures are without the OPI since this programme is equal opportunities neutral.
Indicators for the horizontal objective: Balanced development of regions
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Source

	Impact indicator

	Variation coefficient – GDP per capita
	%
	7,03
	6,23
	6,30
	5,88
	*
	CSO

	Variation coefficient – registered unemployment rate
	%
	33,8

(2001)
	37,07
	40,63
	38,66
	*
	CSO

	Variation coefficient -  real unit labour costs
	%
	3,15

(2000)
	x
	x
	x
	*
	CSO

	Result indicator

	Share of the gross number of created jobs in regions with concentrated state aid in accordance with Government Resolution No 722/2003
	%

of the total number of all jobs
	0
	0
	8 
	10,9

(OPIE)
	8,35

(OPIE, OP RDMA)
	All OPs

	Output indicator

	Share of projects implemented in regions with concentrated state aid in accordance with Government Resolution No 722/2003
	%

of the total number of all projects
	0
	25

(sector of environ-ment)
	1,6 
(sector of transport)

28,3 

(sector of environment)
	13,04  (OPIE);

38,5 (OPI)
	14,82

(OPIE, OPI, OP RDMA)
	All OPs


*Data are not available
All the regions may benefit from the economic growth. That is the purpose of the horizontal objective Balanced development of regions which concentrates on reducing the negative effect of unbalanced economic growth and widening gap between regions. To assess the disparities in the development of regions, the variation coefficients of 3 features are used, while Prague is excluded. The time series are adjusted and the 2007 value cannot be quantified as yet. The development of regional disparities is detailed in the Main Characteristics of Developments in the NUTS 2 Regions chapter.  
The state aid is channelled predominantly to regions that face the most serious regional problems. That is why in the framework of this horizontal objective two indicators have been monitored which concern only the regions with concentrated state support.
Indicators for the horizontal objective: Information society
	Indicator
	Unit of measurement
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Source

	Impact indicator

	Share of persons 15+ who have the Internet for their private purposes in the total number of  15+ population
	Share in the total number of population in %
	21,7
	31,6
	32,1
	41,0
	45,0
	CSO

	Result indicator

	Number of computers connected to the Internet per 100 pupils or students of basic, secondary schools and universities
	a) basic (grade 1-5)

b) basic (grade 6-9) and lower classes of  6-8 year secondary schools
c) secondary schools,

higher vocational schools
d) state universities
e) private universities
	a) 5,0

b) 7,8

c) 7,6

d) 15,8

e) 14,3
	a) 7,1

b) 8,9

c) 9,6

20,9

d)*

e)*
	a) 9,1

b) 10,8

c) 11,4

27,4

d)+ e)

16,0
	a) 13,5

b) 13,5

c) 14,5

33,5

d)+e) 23,9

(estimate)
	a) 14,1

b) 14,1

c) 16,5

36,2

d)+e) 24,9

(estima-te)
	CSO

	Output indicator

	Number of participants in courses with IT component
	Number of persons
	0
	0
	-
	33 426
	48 025
	OP HRD


At present day the information society is an important precondition to the development and as such is expected to provide particularly available and safe communication services, access to such services for all groups of population, state-of-the-art on-line public services and electronic business options.
The values of the above referred to indicators suggest a favourable development in the Czech Republic towards the attainment of this objective. The values of monitored indicators have been growing year by year and the communication technology has become an important component of career and personal life of many inhabitants of the CR.
2.2.4 Fulfilment of CSF priority axes
The fundamental areas of development whose implementation will lead to the fulfilment of CSF specific and horizontal objectives are defined as priority axes. The Community Support Framework defines a total of six priority axes and one priority axis for technical assistance. Each axis is composed of several priorities of various operational programmes. Two axes also help fulfil the priorities drawing funds from the Cohesion Fund. The data on the drawdown from the Cohesion Fund are not included in the following overviews since these are only data for operational programmes implemented under Objective 1.

Priority axis Increasing Competitiveness of Industry and Business Services
This priority axis comprises the following priorities of the relevant operational programmes:

· OPIE – Priority 1 Business environment development,

· OPIE – Priority 2 Development of enterprise competitiveness,

· JROP – Priority 1 Regional support for enterprise.

The main objective of both the OPIE priorities is the support for business environment as a long-term investment in better conditions for enterprises. The JROP priority focuses on direct support for enterprise particularly with the view to contribute to the creation of new sustainable jobs and reduction of unemployment, to foster the diversification of business activities etc.
Indicators of priority axis Increasing Competitiveness of Industry and Business Services
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Impact indicators

	Net number of created jobs
	Total number
	0
	0
	2 254,8

(gross number of jobs - OPIE)
	6 212,05 (total)

4 193,3 (OPIE)

2 018,75 (JROP - gross number of  jobs)
	5 675,7

(total)

6 213,7 (OPIE)
2 462

(JROP – gross number of jobs)
	10 050

6 000

4 050
	Total
OPIE
JROP

	Share of SMEs in GDP
	%
	31,12
	35,22

(2003)
	34,92

(2004)
	34,60

(2005)
	34,36

(2006)
	35,59
	CSO

	Result indicators

	Increase in the turnover of supported companies 
	Coefficient %
	0
	0
	23,07
	23,89
	63,16
	15
	OPIE

	Energy savings
	GJ per year
	0
	0
	-
	-
	164 161,4
	120 000
	OPIE

	Number of supported jobs
	Gross number of created jobs
	0
	212 - OPIE
	2 254,8

(OPIE)
	6 212,05 (total)

4 193,3 (OPIE)

2 018,75 (JROP)
	8 675

(total)

6 214 (OPIE)

2 462 (JROP)
	13 210

8 000

5 210
	Total

OPIE
JROP


	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Output indicators

	Area of created business zones and premises
	m2
of which:

new
modernized
	
	0
	201 479

165 973

35  506
	2 129 319

1 787 331

341 988
	235 892,1

92 938

14 2954,1
	+ 102 900

68 900

34 000
	OPIE

	Involvement of private capital  
	Realized private co-financing in EUR
	0
	EUR 4 489 910 

(or CZK
142 644 445, at the exchange rate CZK/EUR = 31,77) - OPIE
	EUR 116 169 thousand (OPIE)

(or CZK 3 292 million, at the exchange rate CZK/EUR = 28,34)
	38 230 012 (JROP)
	280 267 103
	407 449 542
	OPIE
JROP


 As referred to above, the indicator Net number of created jobs belongs to the indicators most difficult to monitor. Therefore only the value of gross number of jobs is given for the JROP. It can be assumed, however, that approximately 75 % of the gross number of jobs is represented by net number of jobs created thanks to the Structural Funds assistance. In case of the OPIE only the value for Priority 2 is stated in the table.
The other impact indicator of this priority axis is the Share of SMEs in GDP. This indicator has been adjusted in the manner described in the specific objective Creating conditions for business environment.
One of the result indicators is the Increase in turnover of supported companies. Its value is given for Priority 2. It is obvious from the 2007 value that the target value has been considerably exceeded. E.g. in the Development and Marketing programmes which fall under Priority 2 of the OPIE, the value of 10 % was initially set as sufficient for the fulfilment of the programme objectives. The manifold excess of this value (Development = 59.41 % and Marketing = 45.3 % / over 600 projects) has been brought about by great popularity of these programmes among the applicants and the quality of implemented projects.

The value of the Energy savings indicator in 2007 exceeded the target value which demonstrates the success of assisted projects.
The number of supported jobs (gross number) as against 2006 rose by almost 40 % and yet the target value failed to be achieved. The value for the OPIE is given for Priority 2.
For the indicator Area of created business zones and premises a new methodology of calculation was developed. The values declared for the previous years include also business areas and premises assisted under other supported activities (e.g. construction of roads and utilities) which are not directly related to the construction of buildings. According to the new algorithm of calculation only the in reality constructed business capacities are included. The 2006 and 2007 values reflect only the Real Estates programme.

The Private co-financing realised describes the participation of private sector in projects under this priority axis supported from the SF. The value for the OPIE covers only the Priority 2.
Priority axis Development of Transport Infrastructure 
The priority axis comprises the following priorities of operational programmes:
· Cohesion Fund – Priority 1 Modernization and development of the transport infrastructure on trans-European networks,
· OP Infrastructure – Priority 1 Modernization and development of transport infrastructure of nationwide importance,

· OP Infrastructure – Priority 2 Reducing the negative environmental impacts of transport,

· JROP – Priority 2 Regional development of infrastructure.
The mobility of labour and increase in the competitiveness of business sector are dependant on quality transport infrastructure, and therefore the development of transport infrastructure has become another priority axis. The main objective of this priority axis is to increase the quality of transport infrastructure, to improve the connections to European networks, and to improve public transport while simultaneously reducing negative impacts of transport on the environment. The Community Support Framework covers only the last three priorities, the Cohesion Fund stands outside the CSF, hence the below referred to indicators have been monitored only for the OPI and JROP.

Indicators for priority axis Development of Transport Infrastructure
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Impact indicator

	Increased transport safety
	Reduction in the accident rate in the  area concerned
	0
	0
	-
	-
	-1,6 (JROP-roads)

-24,6 (JROP-railways)
	-20 (roads)

-5 (railways)
	OPI

JROP

	Result indicator

	Time accessibility of regions affected by investments in infrastructure 
	Travel time savings in the area affected by intervention in %
	-
	0
	-
	7,5 (OPI)
25 (roads JROP)
	26,92

(OPI- personal transport)

26,34

(OPI- freight transport)
25

(roads JROP)
	17

 (roads OPI)

10 

(railways JROP)

5 (railways)
	OPI

JROP


	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Output indicator

	Length of new and reconstructed roads
	Length of roads in km
	0
	0
	-
	5 (OPI)

239 (JROP)
	15,91 (OPI)

405,55 (JROP)
	150 (OPI)

100 (JROP)
	OPI

JROP

	Length of new and reconstructed railway lines
	Length of railway lines in km
	0
	0
	-
	14
	25,64
	45
	OPI

	Involvement of private capital
	Private co-financing realized in  EUR
	0
	0
	-
	492 164
	2 522 985
	1 065 677
	OPI


One of the possibilities of evaluating the quality of transport infrastructure is similarly as at the level of specific objective Improving infrastructure quality to monitor the increased transport safety. This impact indicator is measured as the % of reduction in the accident rate in the respective area as against 2001. The 2007 value of this indicator represents the number of accidents in road and railway transport across the CR.

The result indicator is the Time accessibility of regions affected by investments in infrastructure which is measured as the reduction of journey time in the area affected by intervention in %. The values for OPI are broken down into the personal and freight traffic. A favourable impact of assistance is obvious since the time accessibility of regions has substantially improved.
Length of new and reconstructed roads and railway lines is one of the output indicators. The OPI target values have not been achieved yet while the value related to roads of 2nd and 3rd class under the JROP has already exceeded the target value several times.
Involvement of private sector under this priority axis was more than double the set out target value.
Priority axis Human Resources Development
The priority axis comprises the following priorities of the relevant operational programmes:

· OP HRD – Priority 1 Active Employment Policy,

· OP HRD – Priority 2 Social Integration and Equal Opportunities,

· OP HRD – Priority 3 Life-long Learning Development,

· OP HRD – Priority 4 Adaptability and Entrepreneurship,

· JROP – Priority 3 Human Resources Development in Regions.
The priority axis Human Resources Development aims particularly at a high and stable level of employment based on qualified and flexible labour force and also at reduction of the number of persons at risk of social exclusion. The support focuses mainly on active employment policy, life-long learning, re-qualification, development of the system of education. The priorities assisted within the OP HRD designed for all-national level are complemented by the JROP priority designed for local level.
Indicators for the priority axis Human Resources Development
	Indicator
	Unit of measurement
	Baseline value (2001,

unless stated other-wise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Impact indicators

	Share of long-term unemployed in the total number of unemployed
	%
	40,1
	51,7
	53,4
	41,2
	38,6
	40,0
	CSO

	Employment of the active workforce
	%
	92,2

(2003)
	91,7
	92,1
	92,9
	93,6

(estimate)
	94,0
	CSO

	Result indicators

	Gross number of created jobs
	Number of jobs
	0
	0
	-
	1 227
	2 633
	11 200
	OP HRD

	Courses graduates – clients of employment services (students)
	% assisted participants in courses who have acquired qualification
	-
	0
	-
	57
	69,97
	70
	OP HRD

	Students – range of services and provision of support services (instructors, social and work services,  training
	% assisted participants in courses who have acquired qualification
	-
	0
	-
	-
	62,59
	85
	OP HRD


	Indicator
	Unit of measurement
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Output indicators

	Number of supported persons – clients
	Number of persons
	0
	0
	117 099
	655 236 
	633 197
	162 000
	OP HRD

	Number of supported persons – providers / instructors
	Number of persons
	0
	0
	5 379
	35 586
	73 617
	29 600
	OP HRD

	Involvement of private sector
	Private co-financing realized in EUR
	0
	0
	-
	51 707,37
	18 148 683

	26 934 583
	OP HRD


The development of the Share of long-term (registered) unemployed in the total number of unemployed indicates a positive development in this area. While in 2004 and 2005 the situation deteriorated, in 2006 the share started to decrease, and in 2007 the target value was achieved. Similar trend is reported in the employment of the active workforce.
As regards the result indicators, the best achievements as concerns the target value are reported in the indicator Course graduates – clients of employment services (students) which can already be considered fulfilled.

The output indicators demonstrate a direct positive impact of projects assisted in the framework of the operational programme. The target values of the Number of supported persons (clients and providers/instructors) have already been several times exceeded. The number of supported clients is several times higher particularly due to the fact that persons are included in this monitoring indicator on a multiplicative basis and also the web site visitors are included since it is one of the forms of assistance.
Priority axis Protection and Improvement of the Environment
The priority axis comprises the following priorities of relevant operational programmes:

· Cohesion Fund – Priority Extensive Environmental Protection,

· OPI– Priority 3 Environmental Infrastructure Improvement.
The aim of the priority axis Protection and Improvement of the Environment is first and foremost to improve key environmental parameters while simultaneously promoting the principles of sustainable development. It concerns predominantly the improvement of air and water quality, enhancement of waste management level, and investments in the environmental infrastructure.
Indicators for the priority axis Protection and Improvement of Environment
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Impact indicators

	Air quality – Specific SO2  emissions for all source categories
	thousands of tonnes / year
	227
	222

(2003)
	219

(2004)
	217

(2005)
	207

(2006)
	222
	MoE

	Air quality – Specific NOx  emissions for all source categories
	thousands of tonnes / year
	305
	292

(2003)
	292

(2004)
	293

(2005)
	285

(2006)
	285
	MoE

	Water quality – Water pollution 

CHSK Cr

(COD Cr ) discharged from point sources
	t / year
	74 672
	59 812

(2003)
	57 345

(2004)
	52 874

(2005)
	53 689

(2006)
	60 000
	MoE

	Water quality – Water pollution by insoluble substances
	t / year
	 26 687
	20 626 (2003)
	17 643

(2004)
	17 182 (2005)
	18 498

(2006)
	20 000
	MoE

	Water quality – Share of population living in houses connected to the public sewerage systems
	%
	77,5 (2002)
	77,7 (2003)
	77,9

(estima-te 2004)
	79,1

(2005)
	80,0

(2006)
	79,5
	MoE

	Waste management quality – share of processed (recycled) and used waste in the total waste management
	%
	37,5
	58,3

(2003)
	63,3

(2004)
	68,7

(2005)
	84,7 (2006)
	45
	MoE

	Result indicators

	Population newly connected to the public sewerage systems and waste water treatment plant
	Number
	0
	0
	0
	12 450
	41 101
	55 000
	OPI

	Quantity of harmful substances eliminated from flue gases due to the supported installations 
	t/year 
emission units
	0
	0
	29,442
	754
	1 921
	4 200
	OPI


	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Output indicators

	Number of new and reconstructed waste water treatment plants
	Number of waste water treatment
	0
	0
	-
	20
	26
	65
	OPI

	Length of revitalized waterways
	in km
	0
	0
	-
	0
	1,2
	38
	OPI

	Involvement of private sector
	Private co-financing realized in EUR
	0
	0
	150 441
	478 843
	2 087 029
	7 062 827
	OPI


The actions in the area of air protection aim at the reduction of emissions. The development of Air quality indicators (which have been modified as referred to in the section devoted to the horizontal objective of Sustainable development) clearly suggest that these actions help improve the air quality since the target values of both the indicators have been fulfilled. The direct effect of the projects assisted from the Structural Funds is, however, difficult to prove. Similar situation prevails in the indicators monitoring the water quality. These target values have also been successfully fulfilled. Very positive values are reported in the waste management quality indicator. The time series of values in this indicator has been taken over from the Report on Environment (MoE).
The result indicators show a gradual increase but the target values have not been reached yet. Similar development is experienced in the output indicators whose values are rather low.
Priority axis Rural Development and Multifunctional Agriculture
The priority axis comprises the following priorities of the relevant operational programme:

· OP RDMA – Priority 1 Support to agriculture, processing of agricultural products and to forestry,

· OP RDMA – Priority 2 Rural development, fisheries and vocational training.
The priority axis Rural Development and Multifunctional Agriculture focuses on increasing the competitiveness and labour productivity in agriculture and fisheries, improving the quality of products, improving the living conditions of rural population and stimulation of non-production functions in rural areas.
Indicators for the priority axis Rural Development and Multifunctional Agriculture
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Impact indicators

	Agricultural exports (Classes 0, 1, 4, SITS, rev. 3)
	CZK billion
EUR billion FOB
	42,581

1,339
	57,134

1,796
	72,764

2,445
	76,475

2,569
	89,742

3,251
	53,976

1,697
	CSO

	Gross agricultural production
	CZK billion in constant prices of 1989
	76,041
	77,260
	73,558
	70,500
	70,100

(estimate)
	75,998
	CSO

	Registered unemployment rate in rural areas
	%
	7,1

(2001)

7,6

(2003)
	8,1
	7,6
	7,4
	6,8

(estimate)
	6,5
	CSO
MOLSA

	Result indicators

	Gross agricultural production per employee in agriculture
	CZK thousand in constant prices of 1989
	438,3
	493,2
	486,7
	476,8
	474,2

(estimate)
	768,8
	CSO

	Gross number of created jobs
	Number of jobs
	0
	0
	45
	110
	1 522
	5 000
	OP RDMA

	Output indicators

	Number of supported applicants
	Number of persons
	0
	0
	299
	972
	1 401
	2 500
	OP RDMA

	Number of supported projects
	Number of projects
	0
	0
	356
	1 566
	2 794
	3 000
	OP RDMA

	Total eligible expenditure on supported projects
	Share of covered expenditure in the total allocation
in %
	-
	0
	7,17
	43,64
	66,7
	80
	OP RDMA

	Involvement of private sector
	Private co-financing realized 

in EUR
	0
	0
	24 748 617
	84 946 814
	166 781 514
	142 677 696
	OP RDMA


The development of impact indicators points at changes occurring in the rural sector. The Agricultural exports were increasing during the monitored period (for 2007 classes 0,1,4 SITC rev. 4 are given), while the Gross agricultural production has been declining ever since 2004. Since 2006 the Registered unemployment rate in rural areas has not been included in the CSO and the MoLSA database, thus the values are not given in the table.
An estimate is given for the result indicator Gross agricultural production per employee in agriculture for 2007 since at the time of drafting the Annual Implementation Report its value was not as yet known just like the value of the Gross agricultural production. The time series of the indicator Gross agricultural production per employee in agriculture has been adjusted to reflect the changes made in the methodology of monitoring.

The other result indicator is the Gross number of created jobs. Though its value has been increasing but the target value has not been accomplished as yet.

The output indicators of this priority axis are being fulfilled to a satisfactory degree. The Number of supported applicants kept increasing over the monitored time, the target value however has not been achieved yet. The Number of supported projects has almost reached the target value. As ensues from the 2007 values of both the indicators, there are on average 2 supported projects per one supported applicant. The Total eligible expenditure represents nearly 67 % of the allocation. The value of the Involvement of private sector indicator has exceeded the target value, namely by EUR 24 103 818.
Priority axis Development of Tourism
The priority axis comprises the following priority of the relevant operational programme:

· JROP – Priority 4 Tourism Development.

The priority axis Tourism Development focuses in particular on increasing the share of tourism in the economic growth of the Czech Republic, namely through increasing the competitiveness across the tourism industry.
Indicators for the priority axis Development of Tourism
	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Impact indicators

	Foreign exchange income from tourism 
	a) CZK billion
b) EUR billion
	a) 55,8 (2002)

b) 1,75 (2002)
	a) 45,9
	a) 48,7
	a) 53,1

b) 1,87
	a) 60,322

b) 2,17


	a) 59,5

b) 1,878
	Czech Nat. Bank

	Share of Objective 1 regions in foreign exchange income from tourism
	%
	58
	56

(estima-te)
	52

(estima-te)
	48,2

(estimate)
	40

(estimate)
	60
	Czech Nat. Bank

MRD

	Result indicators

	Average length of stay of foreign visitors in the CR 
	Number of days
	4,24
	4,13
	4,09
	4,12
	4,11

(1-3Q 2007)
	4,6
	CSO

	Number of course graduates (courses focused on tourism services)
	Number of persons
	0
	0
	-
	0
	1 582
	3 350
	OP HRD


	Indicator
	Unit of measure-ment
	Baseline value (2001,

unless stated otherwise)
	2004
	2005
	2006
	2007
	Target value 
	Source

	Output indicators

	Number of supported SMEs in tourism
	Number of projects
	0
	0
	0
	83
	212
	360
	JROP

	Total number of supported attendees
	Number of persons
	0
	0
	-
	-
	6 636
	4 120
	OP HRD

	Number of (created) permanent beds in hotels and similar accommodation facilities
	Number of beds in thousand
	398,9*
	447,5*
	-
	1 259
	3 766
	900
	JROP

	Involvement of private sector
	Private co-financing realized 

in EUR
	0
	0
	0
	12 311 816
	50 386 090
	53 830 000
	JROP


*Status as of 31 Jul of the given year
The impact indicator Foreign exchange income from tourism has been growing since 2004 and in 2007 exceeded the target value. The values of the Share of Objective 1 regions in foreign exchange income from tourism have not been monitored by any of the institutions serving as the data source, and therefore the figures for individual years are merely estimates derived from the number of visits to individual regions by foreign visitors.
The result indicator Average length of stay of foreign visitors in the CR has fluctuated during the years around the value of 4.1. The target value was apparently set with undue optimism and has not been achieved so far.  

In the area of tourism the Number of supported SMEs has grown under the JROP. By the end of 2007, a total of 212 small and medium-sized enterprises was supported, nevertheless the target value has not as yet been reached.
The Number of (created) permanent beds in hotels and similar accommodation facilities several times exceeded the target value as at the end of 2007. In this respect the supported projects are more successful than foreseen at the beginning of the 2004-2006 programming period when the target values were set out.

The Involvement of private sector has already reported values close to the target value. 
Priority axis Technical Assistance
This axis comprises the following priorities of the relevant operational programmes:

· OPIE - Priority 3 Technical Assistance,

· OP HRD - Priority 5 Technical Assistance,

· JROP - Priority 5 Technical Assistance,

· OP RDMA - Priority 3 Technical Assistance,

· OPI - Priority 4 Technical Assistance.
The last priority axis Technical Assistance is designed to support the implementation and management of programmes co-financed from the Structural Funds. It is intended for both the level of individual OPs and the CSF level. The CSF Technical Assistance is an integral part of the Priority 5 of the Joint Regional Operational Programme.
No specific indicators have been set out in CSF for priority axis 7 Technical Assistance.  A natural indicator is the success rate of the Czech Republic in the absorption of SF funds which in case of repeated fulfilment of the N + 2 rule can be considered a success.
3 FINANCIAL IMPLEMENTATION OF ASSISTANCE
3.1 Fulfilment of priority axes

Fulfilment of Priority Axes
	Axis
	Name
	Certified funds SF/CF *
(in EUR)

	1.
	1. Increasing Competitiveness of Industry and Business Services
	 

	 
	OPIE
	Priority 1
	44 350 153,98

	 
	OPIE
	Priority 2
	112 263 037,54

	 
	JROP
	Priority 1
	35 778 297,41

	2.
	2. Development of Transport Infrastructure 
	 

	 
	CF
	Modernization and development of the transport infrastructure located on trans-European networks
	240 107 422,86

	 
	OP I
	Priority 1
	102 128 355,94

	 
	OP I
	Priority 2
	7 454 521,43

	 
	JROP
	Priority 2
	206 949 441,65

	3.
	3. Human Resources Development
	 

	 
	OP HRD
	Priority 1
	55 669 059,96

	 
	OP HRD
	Priority 2
	25 232 059,69

	 
	OP HRD
	Priority 3
	60 861 058,51

	 
	OP HRD
	Priority 4
	24 466 632,92

	 
	JROP
	Priority 3
	84 746 275,26

	4.
	4. Protection and Improvement of the Environment
	 

	 
	CF
	Broad scope environmental protection
	106 941 212,51

	 
	OP I
	Priority 3
	140 365 589,14

	5.
	5. Rural Development and Multifunctional Agriculture
	 

	 
	OP RDMA
	Priority 1
	102 322 846,66

	 
	OP RDMA
	Priority 2
	62 796 675,51

	6.
	6. Development of Tourism
	 

	 
	JROP
	Priority 4
	108 963 293,45

	7.
	7. Technical Assistance
	 

	 
	OP IE
	Priority 3
	2 870 858,07

	 
	OP HRD
	Priority 5
	8 458 314,34

	 
	JROP
	Priority 5
	5 451 875,51

	 
	OP RDMA
	Priority 3
	435 616,99

	 
	OP I
	Priority 4
	1 718 511,97

	Total
	
	
	1 540 331 111,30


*Expenditure certified and sent to the European Commission cumulatively from the beginning of the programming period until the end of 2007

The chart below which compares the funds allocated to individual axes with the certified expenditure as of 31 Dec 2007 is included in order to give a better picture of the financial fulfilment of priority axes. The chart takes into account only the priorities under the operational programmes, excluding the values for the Cohesion Fund which is not included in the Community Support Framework.
Chart – Fulfilment of the CSF priority axes as of 31 Dec 2007 in EUR million 
(excluding CF)
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When the financial resources under the Cohesion Fund are not taken into account, in terms of certified expenditure the most successful priority axis is the Transport infrastructure development under which almost 80 % of allocated fund (national financing + Community contribution) have already been certified. Also very successful is the absorption of funds under the priority axes Tourism development and Protection and improvement of the environment with 76 % or 73 % of funds respectively have already been certified. With regard to physical priorities the lowest absorption rate is reported by the priority axes Human resources development and Increasing competitiveness of industry and business services in which as of 31 Dec 2007 the certified expenditure was below 50 % of allocation.
3.2 Expenditure in 2007 by fund
Expenditure in 2007 by fund
	Fund
	Planned expenditure for 2007 (EUR)
	Expenditure requested from the EC in 2007 (EUR)
	Expenditure requested in 2007 (in %)

	ERDF
	324 459 872
	385 069 277,72
	118,68

	ESF
	144 478 579
	152 783 586,24
	105,75

	EAGGF
	70 000 000
	64 530 125,00
	92,19

	FIFG
	2 000 000
	2 302 490,23
	115,12

	Total SF
	540 938 451
	604 685 479,19
	111,78

	Cohesion Fund
	186 875 234,25
	162 937 969,71
	87,19

	Total
	727 813 685,25
	767 623 448,90
	105,47


The planned expenditure for 2007 is a forecast made as to the amount of funds to be requested by the CR from the EC within the certification conducted in 2007. The amount of the planned expenditure includes only the Community contribution. These forecasts are sent to the European Commission. The expenditure requested from the European Commission represents the Community contribution claimed by the Czech Republic from the European Commission within the certification.
3.3 Planned expenditure for 2007
Planned expenditure for 2007 by programme/fund
	OP
	Expenditure planned for 2007 (EUR)
	Expenditure requested from the EC in 2007 (EUR)
	Expenditure requested in 2007 (in %)

	JROP – ERDF
	123 563 435
	193 009 663,08
	156,20

	JROP – ESF
	15 200 000
	18 969 731,05
	124,80

	OP RDMA – EAGGF
	70 000 000
	64 530 125,00
	92,19

	OP RDMA – FIFG
	2 000 000
	2 302 490,23
	115,12

	OP IE
	60 000 000
	55 402 026,45
	92,34

	OPI 
	82 000 000
	81 924 281,25
	99,91

	OP HRD
	100 944 579
	103 200 034,83
	102,23

	OP Objective 1 Total
	453 708 014,00
	519 338 351,89
	114,47

	SPD Obj. 2
	29 753 117
	24 051 367,40
	80,84

	SPD Obj. 3
	19 500 000
	19 578 771,00
	100,40

	SPD Total
	49 253 117,00
	43 630 138,40
	88,58

	EQUAL
	8 834 000
	11 035 049,36
	124,92

	Interreg Poland
	15 964 320
	15 153 036,56
	94,92

	Interreg Saxony
	2 980 000
	3 758 476,99
	126,12

	Interreg Bavaria
	3 192 000
	3 199 885,37
	100,25

	Interreg Slovakia
	3 424 000
	4 861 450,79
	141,98

	Interreg Austria
	3 583 000
	3 709 089,83
	103,52

	Initiatives Total 
	37 977 320,00
	41 716 988,90
	109,85

	SF Total
	540 938 451,00
	604 685 479,19
	111,78


The planned expenditure for 2007 is a forecast made as to the amount of funds to be requested by the CR from the EC within the certification conducted in 2007. The amount of the planned expenditure includes only the Community contribution. These forecasts were sent to the European Commission. The expenditure requested from the European Commission represents the Community contribution claimed by the Czech Republic from the European Commission within the certification.

3.4 Fulfilment of the N+2 rule
Pursuant to the N+2 rule the allocation earmarked by the programming document for the given year shall be absorbed no later than by the end of the second year following the year of commitment. Therefore, as of 31 Dec 2007, the N+2 rule had to be fulfilled for the 2005 allocation. The Czech Republic through its Paying and Certifying Authority (Ministry of Finance of the CR – National Fund) was thus obliged to send by the end of 2007 a payment application to the European Commission for appropriate amounts (after their certification) to cover the total 2005 allocation for all operational programmes (by fund
), Single Programming Documents and Community Initiatives.
As of 31 Dec 2007, the N+2 rule was adhered to by all operational programmes, Single Programming Documents and Community Initiatives. Under some programmes the rule was met already in the course of 2007 (JROP – the part financed from the ERDF, OP RDMA –  the part financed from the EAGGF, OPIE, OPI, EQUAL and all Interreg Initiative programmes). In case of the other programmes the limit to observe the N+2 rule with respect to the 2005 allocation was achieved only in December 2007, namely thanks to the increased efforts exerted by the managing authorities, intermediate bodies and also the Paying and Certifying Authority. The situation was exactly the same as in 2006 when the 2004 allocation was successfully absorbed. Contrary to the previous year, the implementation was far more smooth, without the need for crisis management in case of some programmes. This was thanks to more experienced staff across the implementation structure as well as early identification of bottlenecks and regular monitoring of the development of the fulfilment of the N+2 rule, both by the CSF MA and the individual managing authorities.   
Without the EC advance payment included, the N+2 rule was fulfilled under the following operational programmes: Joint Regional Operational Programme (measures supported from the ERDF), OP Rural Development and Multifunctional Agriculture (the segment financed from the EAGGF) and OP Infrastructure.
The 2005 allocation could be drawn already in previous years as long as the 2004 allocation for the respective programme had been absorbed before the end of 2006. By the end of 2006 thus a total of EUR 235 974 071.8
 from the 2005 allocation was requested from the EC. Throughout the year 2007, a total of EUR 519 338 351.9 was requested from the EC for the Community Support Framework operational programmes. By the 2005 allocation was committed to the level of 100 % in all the operational programmes. As of 31 Dec 2007 EUR 591 871 277.5 remained to be absorbed from the total allocation for operational programmes.
More details on the fulfilment of the N+2 rule with respect to the 2005 allocation as of 31 Dec 2007 for individual operational programmes, Single Programming Documents and Community Initiatives are presented in the table below.
Status of fulfilment of the N+2 rule with respect to the 2005 allocation as of 31 Dec 2007 in EUR
	OP
	Allocation 

for 2005 
	Absorbed  from the 2005 allocation in 2004-2006
	Requests submitted to the EC for the period from 1 Jan 2007 to 31 Dec 2007
	Requests submitted to the EC + funds absorbed from the 2005 allocation in 2004-2006
	Absorbed from the allocation in %*
	Remaining funds to be absorbed by the end of 2007
	Absorbed from the 2006 allocation
	Remaining funds to be absorbed by the end of the programming period 

	JROP – ERDF
	135 890 287,00
	77 764 559,91
	193 009 663,08
	270 774 222,99
	100,00%
	0,00
	134 883 935,99
	106 535 332,17

	JROP – ESF
	15 783 015,00
	1 673 458,65
	18 969 731,05
	20 643 189,70
	100,00%
	0,00
	4 860 174,70
	23 179 532,50

	OP RDMA - EAGGF
	55 633 951,00
	33 781 994,00
	64 530 125,00
	98 312 119,00
	100,00%
	0,00
	42 678 168,00
	59 300 327,00

	OP RDMA - FIFG
	2 420 887,00
	118 396,77
	2 302 490,23
	2 420 887,00
	100,00%
	0,00
	0,00
	348 476,00

	OP IE
	87 082 257,00
	45 149 266,64
	55 402 026,45
	100 551 293,09
	100,00%
	0,00
	13 469 036,09
	141 239 112,61

	OPI 
	82 244 353,00
	71 997 105,58
	81 924 281,25
	153 921 386,83
	100,00%
	0,00
	71 677 033,83
	74 436 216,97

	OP HRD
	106 433 869,00
	5 489 290,21
	103 200 034,83
	108 689 325,04
	100,00%
	0,00
	2 255 456,04
	186 832 280,24

	OP Obj. 1 Total
	485 488 619,00
	235 974 071,76
	519 338 351,89
	755 312 423,65
	100,00%
	0,00
	269 823 804,65
	591 871 277,5

	SPD Obj. 2
	23 762 027,00
	2 940 388,47
	24 051 367,40
	26 991 755,87
	100,00%
	0,00
	3 229 728,87
	32 414 803,13

	SPD Obj. 3
	19 595 226,00
	134 702,67
	19 578 771,00
	19 713 473,67
	100,00%
	0,00
	118 247,67
	29 275 821,41

	SPD Total
	43 357 253,00
	3 075 091,14
	43 630 138,40
	46 705 229,54
	100,00%
	0,00
	3 347 976,54
	61 690 624,54

	EQUAL
	10 698 543,00
	1 962 554,30
	11 035 049,36
	12 997 603,66
	100,00%
	0,00
	2 299 060,66
	16 621 315,98

	Interreg Poland
	5 039 368,00
	1 120 901
	9 063 380
	10 184 281
	100,00%
	0,00
	2 403 504
	3 916 351

	Interreg Saxony
	3 084 466,00
	403 985,30
	3 758 476,99
	4 162 462,29
	100,00%
	0,00
	1 077 996,29
	2 713 916,71

	Interreg Bavaria
	2 679 435,00
	641 792,91
	3 199 885,37
	3 841 678,28
	100,00%
	0,00
	1 162 243,28
	2 131 741,72

	Interreg Slovakia
	2 804 060,00
	263 510,90
	4 861 450,79
	5 124 961,69
	100,00%
	0,00
	2 320 901,69
	2 566 291,15

	Interreg Austria
	3 427 185,00
	195 123,18
	3 709 089,83
	3 904 213,01
	100,00%
	0,00
	477 028,01
	4 021 699,99

	Initiatives Total
	27 733 057,0
	4 587 867,6
	35 627 332,3
	40 215 199,9
	100,0%
	0,00
	9 740 733,9
	31 971 316,6

	SF Total
	556 578 929,0
	243 637 030,5
	598 595 822,6
	842 232 853,1
	100,0%
	0,00
	282 912 515,1
	685 533 218,6


The N+2 rule is monitored for the entire programme (by fund). The values for programmes of the Interreg Initiative include only the Czech part of the programmes.
* Including the payment on account

3.5 Main results of the implementation of individual operational programmes
This chapter gives a full description of the implementation status of individual operational programmes under the Community Support Framework as at  31 Dec 2007 pursuant to the SMT. It gives a summary of the most important data on the progress of each programme as well as the comparisons as against the status at the end of 2006. More details are included in the annual implementation reports of individual operational programmes. 
The last part of this chapter provides comparisons of progress achieved by individual operational programmes.

3.5.1 Joint Regional Operational Programme
Table - Status of the JROP as of 31 Dec 2007 by priority 

	JROP
	2004-2006 allocation (EU+national)
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	Priority
	
	€
	%
	€
	%
	€
	%
	€
	%

	1.
	60 184 474
	79 397 369
	132%
	68 955 064
	115%
	47 527 777
	79%
	35 778 297
	59%

	2.
	262 664 805
	337 830 444
	129%
	344 684 446
	131%
	252 491 938
	96%
	206 949 442
	79%

	3.
	116 324 774
	137 143 806
	118%
	63 513 538
	55%
	102 296 444
	88%
	84 746 275
	73%

	4.
	144 114 290
	191 707 696
	133%
	133 118 019
	92%
	132 900 442
	92%
	108 963 293
	76%

	5.
	15 742 720
	11 351 725
	72%
	2 885 928
	18%
	7 068 463
	45%
	5 451 876
	35%

	Total
	599 031 063
	757 431 041
	126%
	613 156 994
	102%
	542 285 064
	91%
	441 889 183
	74%


In 2007 the JROP reached the stage of  implementation and completion of projects. The JROP Managing Authority focused on activities related to administration and reimbursement of projects. Under Measures 1.1, 3.2 and Sub-measure 4.1.2 last calls were published in several regions for the remaining allocations. When compared to 2006, a significant progress in financing of all the priorities was reported in 2007. It was best reflected in the volume of realised and certified expenditure in which there was an increase by more than 50 %.  Only in 2007, a total of EUR 310 million was realised and nearly EUR 289 million was certified. The N+2 rule for 2005 was successfully fulfilled. 

Table - Progress of the JROP from 31 Dec 2006 to 31 Dec 2007

	JROP
	Fund
	2004-2006 allocation
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	Value as of
	
	
	€
	%
	€
	%
	€
	%
	€
	%

	31 Dec 2006
	ERDF
	538 987 954
	553 349 717
	103%
	312 634 384
	58%
	223 755 957
	42%
	146 826 230
	27%

	
	ESF
	60 043 109
	43 220 824
	72%
	11 981 180
	20%
	8 203 198
	14%
	6 501 138
	11%

	
	Total
	599 031 063
	596 570 540
	100%
	324 615 565
	54%
	231 959 155
	39%
	153 327 368
	26%

	30 Jun 2007
	ERDF
	538 987 954
	611 037 631
	113%
	490 061 408
	91%
	355 226 676
	66%
	211 239 745
	39%

	
	ESF
	60 043 109
	55 992 051
	93%
	20 569 626
	34%
	15 958 302
	27%
	7 919 904
	13%

	
	Total
	599 031 063
	667 029 682
	111%
	510 631 034
	85%
	371 184 978
	62%
	219 159 649
	37%

	31 Dec 2007
	ERDF
	538 987 954
	690 680 287
	128%
	611 088 940
	113%
	505 978 379
	94%
	411 155 279
	76%

	
	ESF
	60 043 109
	66 750 754
	111%
	2 068 054
	3%
	36 306 685
	60%
	30 733 904
	51%

	
	Total
	599 031 063
	757 431 041
	126%
	613 156 994
	102%
	542 285 064
	91%
	441 889 183
	74%

	Increase in 2007 in €
	ERDF
	-
	137 330 570
	298 454 556
	282 222 422
	264 329 049

	
	ESF
	-
	23 529 930
	-9 913 126
	28 103 487
	24 232 766

	
	Total
	-
	160 860 501
	288 541 429
	310 325 909
	288 561 815


Chart – Comparison of the JROP status between 31 Dec 2006 and 31 Dec 2007
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The total public funds approved for the IPs, GIPs and ASs rose from 31 Dec 2006 to 31 Dec 2007 by EUR 160 860 501 and exceeded the allocation by 26 %. As of 31 Dec 2007 they amounted to EUR 757 431 041. The share of the approved funds from the ERDF grew in the monitored period by EUR 137 330 570. The financial framework was overrun by 28 % and the approved funds amounted to EUR 690 680 287 as of 31 Dec 2007. The approved funds from the ESF increased by EUR 23 529 930 between 31 Dec 2006 and the end of the monitored period and exceeded the financial framework by 11 %. As of 31 Dec 2007 the approved funds totalled EUR 66 750 754. 

The contracted amounts for tenders
 before 31 Dec 2007 concluded between the public entities under IPs and GIPs and the suppliers and the total value of contracts concluded between the FBs and FRs under ASs amounted to EUR 613 156 994. The share of contracted funds exceeds the allocation by 2 %. The contracted funds from the ERDF as of 31 Dec 2007 amounted to EUR 611 088 940 and exceeded the budget by 13 %. In the course of one year they increased by EUR 298 454 556. The ESF share as of 31 Dec 2007 equalled EUR 2 068 054 and represents 3.4 % of the set out budget.

All the public funds that were paid by the final recipient/beneficiary for implemented and checked operations and public funds from the submitted requests for payment amounted to EUR 542 285 064. They accounted for 91 % of the set out allocation. In the monitored period from 31 Dec 2006 to 31 Dec 2007 this value grew by EUR 310 325 909. As of 31 Dec 2007 the share of the ERDF amounted to EUR 505 978 379, which is an amount accounting for 94 % of the budget and which grew by EUR 282 222 422 over the period of one year. The realised funds from the ESF rose as of 31 Dec 2007 by EUR 28 103 487 to the amount of EUR 36 306 685. The share of the ESF in the budget reached 60 %.

The certified expenditure amounted to EUR 441 889 183 as of 31 Dec 2007 and represented 74 % of the set out budget for public sources under the JROP. The ERDF certified expenditure amounted to EUR 411 155 279, i.e. 76.3 % of the budget. In the monitored period it increased by EUR 264 329 049. The ESF certified expenditure amounted to EUR 30 733 904, accounted for 51.2 % of the set out budget and from the end of 2006 increased by EUR 24 232 766.

More details on the JROP financial resources are presented in the SMT attached to this Report as an annex.

3.5.2 Operational Programme Human Resources Development
The Operational Programme Human Resources Development was approved by the Resolution of the Government of the CR No 100/2003 of 22 January 2003. The OP HRD is administered by the Ministry of Labour and Social Affairs in line with Government Resolution No 102/2002. The MoLSA has been authorised to act as the OP HRD Managing Authority. On 1 March 2003, a separate Department for Implementation of the European Social Funds Programmes was established. The content and structure of the OP HRD are a follow up to the National Development Plan and its priorities and to the Government Resolution No 401/2002 on defining the content of operational programmes. 
In 2007, a few more steps were taken in order to simplify the administration process and make it smooth, especially the following:

· simplified reporting in the monitoring reports,

· simplified rules for submitting primary documents in the lists,

· more intensive cooperation along the implementation line across the implementation structure of the OP HRD with the view to shorten the periods for processing by 20 % and to minimise errors throughout the network,

· project management focuses ever more on the completion of projects, it seeks to continuously verify whether the completion of projects within the planned deadlines in terms of their entire physical (financial) scope and indicators is realistic. 

Table – Status of the OP HRD as of 31 Dec 2007 by priority 

	OP HRD
	2004-2006 allocation (EU+national)
	Approved operations 
	Contracted operations 
	Realised expenditure
	Certified expenditure

	Priority
	
	€
	%
	€
	%
	€
	%
	€
	%

	1.
	    136 802 455
	180 933 911
	132%
	180 933 911
	132%
	57 659 046
	42%
	55 669 060
	41%

	2.
	      54 338 159
	62 959 940
	116%
	62 959 940
	116%
	26 836 812
	49%
	25 232 060
	46%


	3.
	    143 642 580
	149 722 203
	104%
	149 722 203
	104%
	64 569 883
	45%
	60 861 058
	42%

	4.
	      67 357 821
	74 863 087
	111%
	72 885 412
	108%
	25 801 334
	38%
	24 467 777*
	36%

	5.
	     20 288 500
	24 126 059
	119%
	24 126 059
	119%
	9 215 629
	45%
	8 458 314
	42%

	Total
	    422 429 515
	492 605 199
	117%
	490 627 524
	116%
	184 082 704
	44%
	174 688 269**
	41%


*The value does not take into account the recovery of EUR 1 144.03, after the adjustment the value of certified expenditure for Priority 4 equals EUR 24 466 633. 
** The value of total certified expenditure does not take into account the recovery, after the inclusion of the recovery the value totals EUR 174 687 125.
Table – Progress of the OP HRD between 31 Dec 2006 and 31 Dec 2007

	OP RLZ


	2004-2006 allocation
	Approved

operations
	Contracted operations
	Realised

expenditure
	Certified

expenditure

	
	
	€
	%
	€
	%
	€
	%
	€
	%

	31 Dec 2006
	422 429 515
	409 198 481
	97%
	409 198 481
	97%
	44 594 119
	11%
	38 049 753
	9%

	30 Jun 2007
	422 429 515
	441 331 051
	104%
	441 331 051
	104%
	70 538 043
	17%
	61 438 744
	15%

	31 Dec 2007
	422 429 515
	492 605 199
	117%
	490 627 524
	116%
	184 082 704
	44%
	174 688 269*
	41%

	Increase in 2007 in EUR
	-
	83 406 718
	81 429 043
	139 488 585
	136 638 516


*The value of total certified expenditure does not take into account the recovery, after the inclusion of the recovery the value totals EUR 174 687 125. 
Chart – Comparisons of status of the OP HRD between 31 Dec 2006 and 31 Dec 2007
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In the course of 2007 the volume of accepted payment applications did not achieve the forecast, but thanks to the steps taken the absorption was considerably accelerated reaching its peak in December 2007. Not only was the N+2 limit successfully fulfilled  (the volume of the ESF funds that were accounted for amounted to CZK 3 639.1 million), but also slightly exceeded. In the second half of the year a total of CZK 2 213.5 million was drawn from the ESF funds.

In 2007, the gradual fulfilment of eligible expenditure in EUR helped observe and exceed (by EUR 2.3 from EU funds) the minimum aid intensity from the ESF funds (EUR 129.731 million) and thus fulfil the N+2 rule. The certified expenditure as of 31 Dec 2007 amounted to EUR 174.69 million (of which EUR 131.99 million from EU sources). 

The announcement of calls and selection of projects have been currently brought to an end, with some minor exceptions. New projects will be submitted to the MoEYS and under Measures 5.1 and 5.2 (Technical assistance). The process of project contracting is also gradually being completed. 

More details on financial resources under the OP HRD are given in the SMT attached to this Report as an annex.

3.5.3 Operational Programme Industry and Enterprise
The Operational Programme Industry and Enterprise 2004-2006 (OPIE) is a basic programming document of economic and social cohesion policy in the sector of industry drafted in coherence with objectives and strategies of industrial policy of the Czech Republic and using the resources of the EU Structural Funds. It provides a comprehensive support especially for small and medium-sized enterprises.

The receipt of grant and loan applications started on 1 July 2004 and was completed depending on the absorption rate of funds individual measures. The deadline for the submission of applications was set at 1 October 2006. The Grant Decisions continued to be issued until 31 Dec 2006, except for a few projects under the PROSPERITY a CLUSTERS programmes in which the decision-making process could be extended until 2007 since these programmes have not been notified as state aid. 

Table – Status of the OPIE as of 31 Dec 2007 by priority 

	OPIE
	2004-2006 allocation (EU+national)
	Approved operations 
	Contracted operations
 
	Realised expenditure
	Certified expenditure

	Priority
	
	€
	%
	€
	%
	€
	%
	€
	%

	1.
	161 901 426
	161 901 426
	100%
	176 690 559
	109%
	66 621 524
	41%
	44 350 154
	27%

	2.
	172 989 314
	172 989 314
	100%
	182 500 049
	105%
	134 910 403
	78%
	112 263 038
	65%

	3.
	12 912 114
	12 912 114
	100%
	12 912 114
	100%
	4 705 585
	36%
	2 870 858
	22%

	Total
	347 802 854
	347 802 854
	100%
	372 102 722
	107%
	206 237 513
	59%
	159 484 050
	46%


Table- Progress of the OPIE between 31 Dec 2006 and 31 Dec 2007

	OPIE
	2004-2006 allocation
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	Figures as of
	
	€
	%
	€
	%
	€
	%
	€
	%

	31 Dec 2006
	347 802 854
	347 802 854
	100%
	315 086 854
	91%
	95 435 479
	27%
	85 614 676
	25%

	30 Jun 2007
	347 802 854
	347 802 854
	100%
	345 339 353
	99%
	141 436 590
	41%
	97 276 938
	28%

	31 Dec 2007
	347 802 854
	347 802 854
	100%
	372 102 722
	107%
	206 237 513
	59%
	159 484 050
	46%

	Increase in 2007 in €
	-
	0
	57 015 868
	110 802 034
	73 869 374


Chart – Comparisons of the status of the OPIE between 31 Dec 2006 and 31 Dec 2007
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Data given in the SMT in the Approved operations number and Budget columns present the number of operations and the amount of allocation of the approved sub-programmes under individual OPIE measures. Contrary to that, the Contracted operations column presents the number of issued decisions for individual projects (with the exception of loan programmes given in a separate table) and the budget of these projects for the purposes of SMT is converted at the current rate of exchange. That is why the value of Contracted operations can be higher than the value given in the Approved operations column.

The main activities of the Managing Authority in 2007 entailed the provision of timely reimbursement of requests for payment to final beneficiaries and the accelerated and more effective drawdown of funds. To that end a number of actions has been adopted, including e.g.:
1. stabilisation of staff of CzechInvest, concentration of project managers and personnel in charge of the execution of payments from the Czech Energy Agency and CzechTrade agency in the CzechInvest agency,

2. partial restructuring of the MIT Section of Structural Funds and hiring more staff for the Authorisation of Payment Unit,

3. a tender was announced for external provision of selected activities related to the payments in order to safeguard faster and better quality processing of requests for payments submitted by the entrepreneurs for the implemented projects, or  their stages.

The purpose of these and other actions adopted is to ensure adequate administrative capacity for demanding tasks associated with winding up of the 2004 – 2006 programming period, namely as defined in Government Resolution No 818/2007, to ensure timely disbursement of assistance for the implemented projects and fulfilment of tasks related to the requirements of the Community legislation and the European Commission for winding up of the old programming period.

While in 2006 the average monthly absorption amounted to CZK 126 million, in 2007 it was CZK 250 million, i.e. an increase by almost 100 %. The increased absorption has also ensued from the completion of projects and submission of requests for payment for larger projects of long-term nature (particularly under Measure 1.1 of the Prosperity programme, Measure 1.2 of the Real Estates programme). As of 31 Dec 2007 the Section of Structural Funds authorised 59 % of allocated funds. 

In 2007, 2 regular certifications (as of 31 May and 30 Sep) and 1 extraordinary certification (30 Nov) of expenditure took place under the OPIE from the ERDF. The certification takes place on dates determined by the Paying and Certifying Authority. In 2007, the total certified expenditure amounted to EUR 73 869 374 (of which EUR 55 402 026.5 from ERDF). 

Since the beginning of the OPIE implementation, the total expenditure certified by the Paying and Certifying Authority amounted to EUR 159 484 049.59 (of which EUR 119 613 029.39 from ERDF). In terms of the drawdown of Structural Funds resources, when including the payment on account in the amount of EUR 41 736 343 received from the EC at the beginning of the programming period, the 2005 allocation totalling EUR 87 082 267 (ERDF) was exceeded by EUR 13 469 026. Thus the N+2 rule for 2005 allocation has been met.
More details on financial situation of the OPIE are given in the Standard Monitoring Table attached to this Report as an annex.
Even though the Section of Structural Funds in 2007 achieved much better awareness on the part of applicants of conditions for timely reimbursement of grants and of the administration of requests for payments, the Managing Authority will throughout 2008 have to cope with timely completion of implementation of projects for which the Grant Decision has been issued so that the eligible expenditure can be duly reimbursed by the end of 2008. The following actions have been adopted striving to minimise the potential risks related to the winding up of the programming period, in particular:

· individual monitoring of the progress of all projects with the assistance over CZK 30 million, namely at two months interval which makes it possible to respond in time to potential findings, or to advice of any problems. On the other hand the entrepreneurs feel to be under pressure by public administration of constantly being under  scrutiny,

· pursuant to the Decision of the Minister of Industry and Trade information is provided to the MIT management meeting on a monthly basis concerning the so called high risk projects, i.e. projects where some partial problems related to implementation were notified, and also projects which according to the plan are to be completed in the Summer of 2008 and in the case of which any potential delays might cause serious obstacles to timely completion of implementation and timely reimbursement of eligible expenditure,

· methodological assistance rendered to problematic projects, paid from the OPIE Technical assistance resources; it consists of on-the-spot checks of chosen projects with the view to offer the entrepreneur immediately a suitable solution remedying the detected shortcoming; 2 selected external companies have so far together with the MIT staff visited a total of 70 OPIE projects under implementation whose beneficiaries had been prior to that notified of detected failings or imminent threats associated with timely completion of projects in order to enable them to address the potential problems  related to the submission of requests for payment; the Managing Authority thus got a good idea of the projects under implementation, or an overview of risky projects the completion of which in the old programming period is at risk.

The beneficiaries of aid under the OPIE have been informed of the possibility to carry out the implementation of projects until the middle of 2008 and the deadline for the submission of requests for payments being set at the end of September 2008.
In relation to OPIE was carried out from 11th June to 27th July „OPIE continuous payments Audit“ by the European Court of Auditors. The objects of an audit were the OPIE Managing Authority, intermediate bodies and also selected final beneficiaries. OPIE Managing Authority was informed of preliminary findings from inquiries made in 2007 by the letter from a member of the European Court of Auditors which was passed on by the Supreme Audit Office in December 2007. A final record of  the European Court of Auditors still hasn´t been  delivered.

3.5.4 Operational Programme Infrastructure
OP Infrastructure comprises four priorities and related measures focused on the transport and environment. The Community contribution for this programme comes from the ERDF. The implementation of individual priorities is the responsibility of the Ministry of Transport and the Ministry of Environment. The MoE is designated to be the Managing Authority of the OP Infrastructure.

The OPI has been successful with regard to the absorption of funds.  By the end of 2007, a total of 75 % of funds from the 2004-2006 allocation was certified which is illustrated in the table below.
Table – Progress of the OPI as of 31 Dec 2007 by priority 

	OPI
	2004-2006 allocation (EU+national)
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	Priority
	
	€
	%
	€
	%
	€
	%
	€
	%

	1.
	114 295 392
	149 787 312
	131%
	143 395 463
	125%
	134 458 542
	118%
	103 088 691
	90%

	2.
	19 780 606
	21 383 350
	108%
	20 692 130
	105%
	18 962 814
	96%
	7 454 521
	38%

	3.
	193 483 171
	207 673 966
	107%
	195 718 978
	101%
	171 451 084
	89%
	140 365 589
	73%

	4.
	7 149 237
	5 917 988
	83%
	4 801 468
	67%
	3 558 714
	50%
	1 718 512
	24%

	Total
	334 708 406
	384 762 616
	115%
	364 608 039
	109%
	328 431 153
	98%
	252 627 314
	75%


Table – Progress of the OPI between 31 Dec 2006 and 31 Dec 2007

	OPI
	2004-2006 allocation
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	Value as of
	
	€
	%
	€
	%
	€
	%
	€
	%

	31 Dec 2006
	334 708 406
	354 135 891
	106%
	290 902 418
	87%
	179 696 938
	54%
	133 599 665
	40%

	30 Jun 2007
	334 708 406
	352 772 019
	105%
	322 442 789
	96%
	237 056 461
	71%
	173 628 967
	52%

	31 Dec 2007
	334 708 406
	384 762 616
	115%
	364 608 039
	109%
	328 431 153
	98%
	252 627 314
	75%

	Increase in 2007 in €
	-
	30 626 725
	73 705 621
	148 734 216
	119 027 649


Chart – Comparisons of the OPI status between 31 Dec 2006 and 31 Dec 2007
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Compared to 2006, in 2007 there was an increase in all the monitored areas, the highest being that in the level of realised expenditure and certified expenditure. Throughout the year 2007 the level of realised expenditure rose from EUR 179.7 million as of 31 Dec 2006 to EUR 328.4 million as of 31 Dec 2007, which represents 98 % of the total allocation. The certified expenditure increased in 2007 from EUR 133.6 million as of 31 Dec 2006 to EUR 252.6 million as of 31 Dec 2007, i.e. to 75 % of the 2004-2006 allocation. Also significant is the increase in the value of contracts concluded between final beneficiaries and their suppliers, namely from EUR 290.9 million as of 31 Dec 2006 by more than one fifth to EUR 364.6 million as of 31 Dec 2007.

More details on the progress at the level of priorities and measures are given in the SMT for the OPI which is attached to this Report as an annex.

The following actions have been adopted by the Managing Authority for successful implementation of projects under this programming period:

· Based on the evaluation of the administration cycle of project applications under Priority 3, the time necessary for the conclusion of a contract with the final beneficiary has been cut from eleven to six months.

· Several technical assistance projects have been started focused on strengthening activities related to the monitoring and checking of projects in order to facilitate the acceleration of subsequent administration of payments. The Ministry of Transport cooperates with external experts during the performance of verifications of physical implementation in line with Article 4 of Commission Regulation No 438/2001, namely in the field of legal services and technical expert opinions. The outputs of this collaboration serve as supporting documents for the elaboration of final opinions of the Ministry of Transport.

· In order to speed up the administration of received requests for payment of project expenditure, the Ministry of Transport hires external experts to conduct the control activities. The technical control shall detect potential shortcomings, recommend their elimination, and thus ensure authorised absorption of Structural Funds resources.

· The Ministry of Transport and the State Environmental Fund of the CR have employed the technical assistance resources to hire experts addressing the issues of information system of the Structural Funds which is also used for the administration of requests for payment of project expenditure.

· The Ministry of Transport has introduced project monitoring of construction works and regular roughly monthly assessment of progress of construction works and drawdown of financial resources from the EU funds.

Under the OP Infrastructure the N+2 rule for the 2005 allocation has been successfully met. The amount necessary to meet the N+2 rule for the 2005 allocation when including the payment on account was exceeded in October 2007. At the end of 2007, the N+2 rule for the 2005 allocation was fulfilled even without the advance payment. When taking into account the absorption of funds to date, it can be assumed that the allocated funds will be absorbed without any problems.

At the 8th meeting of the Monitoring Committee held on 6 December 2007, the skipping of some indicators under Priority 1 and 2 was approved due to their irrelevance for the respective Measures and also since they are practically speaking unmeasurable. 
An audit of the European Court of Auditors was carried out to OP Infrastructure from 24th September to 26th October 2007. The objects of an audit were all levels of the OPI implementation structure and also  final beneficiaries of randomly selected projects. The audit was aimed especially on evaluation of the National administration and inspection system and also verification of supporting documentation related to verified incomes and expenditures of projects in question. A part of this audit was also on the spot check on a place of project realisation. 11 projects were picked out as an object of the audit – 4 from a part of Ministry of Transport (Priority 1 and 2) and 7 from a part of Ministry of Environment (Priority 3). Additionally a few supplementary materials were requested. The OPI MA received a report with audit preliminary findings in May 2008. A final record of the European Court of Auditors still hasn´t been delivered.

3.5.5 Operational Programme Rural Development and Multifunctional Agriculture
The aim of the OP RDMA is to increase the competitiveness and labour productivity in agriculture and fisheries, to improve the quality of products, to improve the living conditions of rural population, and to stimulate economically viable non-production functions in rural areas. In this field the assistance is channelled to the increase of labour productivity and improving the quality of agricultural and fisheries products which are placed in the market. It is accompanied by the support for investments in new technologies and human capital and the support for creation of alternative and sustainable jobs.

The support focuses especially on diversification of agriculture, including the completion of its restructuring, on forestry and fisheries. Activities are targeted at integrated development of rural areas based on better public amenities, accessibility of municipalities and creation of jobs.

The total allocation of public funds for the 2004 – 2006 period after the reallocations approved in 2007 amounts to EUR 250 922 316, of which EUR 173 901 427 EUR  is the Community contribution (EUR 169 790 354 from EAGGF and EUR 4 111 073 from FIFG).
Table – Status of the OP RDMA as of 31 Dec 2007 by priority 

	OP RDMA
	2004-2006 allocation (EU+national)
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	Priority
	
	€
	%
	€
	%
	€
	%
	€
	%

	1.
	153 908 936
	152 320 827
	99%
	152 320 827
	99%
	116 220 209
	76%
	102 322 847
	66%

	2.
	94 690 665
	90 860 031
	96%
	90 860 031
	96%
	71 591 546
	76%
	62 796 676
	66%

	3.
	2 322 715
	447 539
	19%
	447 539
	19%
	447 539
	19%
	435 617
	19%

	Total
	250 922 316
	243 628 397
	97%
	243 628 397
	97%
	188 259 295
	75%
	165 555 139
	66%


In 2007 the OP RDMA was mostly at the stage of reimbursement of successfully implemented projects. The Priority 1 and 2 continue to report smooth reimbursement. Under Priority 3 Technical assistance the reimbursement is slow but the amounts drawn fully suffice the OP RDMA needs for publicity and informing the public.

Table – Progress of OP RDMA from 31 Dec 2006 to 31 Dec 2007

	OP RDMA
	Fund
	2004-2006 allocation
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	Value as of
	
	
	€
	%
	€
	%
	€
	%
	€
	%

	31 Dec 2006
	EAGGF
	240 282 570
	235 743 021
	98%
	235 743 021
	96%
	84 931 265
	35%
	68 101 981
	28%

	
	FIFG
	10 331 401
	5 378 746
	52%
	5 378 746
	52%
	1 417 406
	14%
	1 823 516
	18%

	
	Total
	250 613 971
	241 121 767
	96 %
	241 121 767
	96%
	86 348 670
	34%
	69 925 497
	28%

	30 Jun 2007
	EAGGF
	245 065 316
	238 249 651
	97%
	238 249 651
	97%
	133 886 503
	55%
	109 986 988
	45%

	
	FIFG
	5 857 000
	5 378 746
	92%
	5 378 746
	92%
	2 388 566
	41%
	1 759 041
	30%

	
	Total
	250 922 316
	243 628 397
	97%
	243 628 397
	97%
	136 275 069
	54%
	111 746 029
	45%

	31 Dec 2007
	EAGGF
	245 065 316
	238 249 651
	97%
	238 249 651
	97%
	182 915 871
	75%
	160 187 125
	65%

	
	FIFG
	5 857 000
	5 378 746
	92%
	5 378 746
	92%
	5 378 746
	92%
	5 368 014
	92%

	
	Total
	250 922 316
	243 628 397
	97%
	243 628 397
	97%
	188 259 295
	75%
	165 555 139
	66%

	Increase in 2007 in €
	EAGGF
	4 782 746
	2 506 630
	2 506 630
	97 984 606
	92 085 144

	
	FIFG
	-4 474 401
	0
	0
	4 372 699
	3 544 498

	
	Total
	308 345
	2 506 630
	2 506 630
	102 357 305
	95 629 642


Chart – Comparisons of the OP RDMA status between 31 Dec 2006 and 31 Dec 2007
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In the column of approved projects the increase from 2006 to 2007 was not so high due to the considerably advance stage of administration towards the reimbursement. In the columns of realised and certified expenditure a marked progress was achieved, namely the double of the 2006 value.
 In January 2007
,  the system of financial flows related to reimbursement was changed within the OP RDMA. The change consisted mainly in the fact that the EU resources are now paid to the applicants directly from the MoA CR budget while in the past years the EU funds were refunded from the MoF accounts. The new system of reimbursement prevents any failure to timely pay the funds to the applicant since the total necessary amount of the EU resources for any given year is budgeted in the MoA CR budget chapter. Since the OP RDMA is in an advance stage of administration, the focus of activities has been shifted mainly to the reimbursement of successfully implemented projects.

In 2007, the reallocation of the FIFG appropriation for 2006 to the EAGGF fund was finally approved in order to safeguard optimum absorption of allocations from both the funds.

The N+2 rule for 2005 allocation was met for the EAGGF even without the inclusion of the advance payment from the EC. The N+2 rule for the FIFG and for the 2005 allocation was met when the advance payment had been included.

The reimbursement of projects in 2007 was smooth and reached its peak. In 2008, approximately 25 % of projects under the OP Agriculture remain to be refunded.
In 2007, three certifications took place, namely from 1 Oct 2006 to 30 Apr 2007, from 1 May 2007 to 30 Sep 2007 and from 1 Oct 2007 to 30 Nov 2007. A total of EUR 165 555 139.16 has already been certified. More details on financial resources are given in the SMT for the OP RDMA attached to this Report as an annex.
3.5.6 Comparison of the progress achieved by individual operational programmes, Standard Monitoring Tables
The Standard Monitoring Tables (SMT) are used to compare the financial status and progress of individual operational programmes under Objective 1. These tables describing the status as of 31 Dec 2007 are attached to this Report as the annexes.
Based on the SMTs the following tables and a chart have been developed describing the status of operational programmes as of the end of 2006 and 2007. The last table illustrates the increase in individual monitored categories.

 Table – Status of programmes under Objective 1 (CSF) as of 31 Dec 2007
	Program-me
	2004-2006 allocation
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	
	
	€
	%
	€
	%
	€
	%
	€
	%

	JROP
	599 031 063
	757 431 041
	126%
	613 156 994
	102%
	542 285 064
	91%
	441 889 183
	74%

	OP HRD
	422 429 515
	492 605 199
	117%
	490 627 524
	116%
	184 082 704
	44%
	174 688 269*
	41%

	OPIE**
	347 802 854
	347 802 854
	100%
	372 102 722
	107%
	206 237 513
	59%
	159 484 050
	46%

	OPI
	334 708 406
	384 762 616
	115%
	364 608 039
	109%
	328 431 153
	98%
	252 627 314
	75%

	OP RDMA
	250 922 316
	243 628 397
	97%
	243 628 397
	97%
	188 259 295
	75%
	165 555 139
	66%

	CSF Total
	1 954 894 154
	2 226 230 107
	114%
	2 084 123 677
	107%
	1 449 295 729
	74%
	1 194 243 955
	61%


*The value does not take into account the recovery, after including the recovery the amount equals EUR 174 687 125.
** Data given in the SMT in the Approved operations number and Budget columns present the number of operations and the amount of allocation of the approved sub-programmes under individual OPIE measures. Contrary to that, the Contracted operations column presents the number of issued decisions for individual projects (with the exception of loan programmes given in a separate table) and the budget of these projects for the purposes of SMT is converted at the current rate of exchange. That is why the value of Contracted operations can be higher than the value given in the Approved operations column.

Chart – Status of implementation of programmes under Objective 1 (CSF) as of 31 Dec 2007 in million EUR
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For the purposes of comparison the table below includes the same categories, however, with 2006 values.

Table – Status of programmes under Objective 1 (CSF) as of 31 Dec 2006
	Program-me
	2004-2006 allocation
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	
	
	€
	%
	€
	%
	€
	%
	€
	%

	JROP
	599 031 063
	596 570 540
	100%
	324 615 565
	54%
	231 959 155
	39%
	153 327 368
	26%

	OP HRD
	422 429 515
	409 198 481
	97%
	409 198 481
	97%
	44 594 119
	11%
	38 049 753
	9%

	OPIE
	347 802 854
	347 802 854
	100%
	315 086 854
	91%
	95 435 479
	27%
	85 614 676
	25%

	OPI
	334 708 406
	354 135 891
	106%
	290 902 418
	87%
	179 696 938
	54%
	133 599 665
	40%

	OP RDMA
	250 613 971
	241 121 767
	96%
	241 121 767
	96%
	86 348 670
	34%
	69 925 497
	28%

	CSF Total
	1 954 585 809
	1 948 829 534
	100%
	1 580 925 085
	81%
	638 034 361
	33%
	480 516 959
	25%


CSF
The tables above show the status of the Community Support Framework operational programmes as at the end of 2006 and 2007 respectively. While in 2006 only 25 % of funds was certified of the total Objective 1 allocation, in 2007 the amount of certified funds exceeded 60 %. 
In 2006, the approved projects covered the total allocation for the Community Support Framework and two operational programmes, however, were below 100 % of the allocation. In 2007, there was a further increase in the volume of approved funds, and thus the allocation was covered to the degree of 114 %. Only the OP RDMA still remains below the allocation level. The over-commitment exceeding the 100 % of programme allocation is caused on the one hand by the CZK/EUR exchange rate development and on the other hand by the managed programme over-commitment for reasons of potential substitution of projects withdrawn or projects the implementation of which failed to be completed.
In terms of contracted funds, the CSF allocation was not covered in 2006 yet. In 2007,  the contracted funds exceeded 100 % of the allocation, with the exception of the OP RDMA.
The realised expenditure increased from 33 % in 2006 to 74 % in 2007 which is a precondition to further increase in the amount of certified funds.
Table -  Increase in the monitored categories of programmes under Objective 1 (CSF) in the period from 31 Dec 2006 to 31 Dec 2007

	Programme
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	
	€
	€
	€
	€

	JROP
	160 860 501
	288 541 430
	310 325 909
	288 561 815

	OP HRD
	83 406 718
	81 429 043
	139 488 585
	136 638 516

	OPIE
	0
	57 015 868
	110 802 034
	73 869 374

	OPI
	30 626 725
	73 705 621
	148 734 216
	119 027 649

	OP RDMA
	2 506 630
	2 506 630
	101 910 624
	95 629 642

	CSF Total
	277 400 573
	503 198 591
	811 261 368
	713 726 996


Operational programmes
The operational programmes under the Community Support Framework have not experienced the same development in financial terms. While some programmes have been more successful and their financial indicators have been growing on a continuous basis, in other programmes the increase has been rather in waves. These differences ensue from the nature of supported projects, differences between the project and programme cycle, steps taken by the managing authorities etc.

Pursuant to financial indicators given in the SMTs, already in 2006 the OP Infrastructure was identified as the most successful programme. In 2006, altogether 40 % of funds from the total allocation were certified under this programme. The realised expenditure in the same year reached 54 % of the allocation. In 2007, the OPI is still number one. As of 31 Dec 2007, 75 % of the total allocation was certified under this programme. By the end of the 2004 – 2006 programming period thus one quarter of funds remains to be certified. In the course of 2007, the OPI total allocation for 2004-2006 was successfully covered by contracts and there was an increase by 22 p.p. as against 2006 in this category. The realised expenditure also substantially grew up to 98 % of the allocation.
In 2007, the most marked progress was reported by the Joint Regional Operational Programme. While in 2006 the realised expenditure under this programme amounted to 39 % of the allocation, during 2007 there was an increase by EUR 310 325 909 which represented an increase by 52 p.p. in this category, and at the end of 2007 the realised expenditure totalled 91 % of the allocation for this programme. The JROP was also very successful in 2007 as regards the certified expenditure. There was an increase from 26 % of certified funds in 2006 to 74 % in 2007, due to which the JROP is now approximately at the same level as the OPI.
The lowest share of certified funds in the total allocation as of 2007 was seen in the Operational Programme Human Resources Development. This programme faces the most serious problems and features rather in waves. While throughout the year the rise in the monitored values was rather slow, the second half of the year witnessed on the contrary a more intensive increase. The increased rate at the end of 2007 helped meet the N+2 rule under this programme. In 2006, the level of the realised and certified expenditure was very low (at 11 %, or 9% respectively). During 2007 both the monitored values were growing, and therefore in 2007 the realised expenditure amounted to 44 % of the allocation and certified expenditure amounted to the level of 41 %. By the end of the 2004-2006 programming period 59 % of the total allocation for this programme has to be certified, therefore it will be necessary in 2008 to exert more efforts in the absorption of financial resources.
The Operational Programme Industry and Enterprise and the Operational Programme Rural Development and Multifunctional Agriculture rank among the average programmes. In the course of 2007, the OPIE recorded the lowest rate of growth of realised and certified expenditure. In the upcoming certifications, however, more funds are expected to be certified since requests for payments for major projects will be submitted for authorisation and subsequent certification.
3.6 Brief information on the status of implementation of the  SPD Prague – Objective 2, SPD Prague – Objective 3, the  Interreg and Equal Initiatives and the Cohesion Fund
The City of Prague is a region which does not qualify for the drawdown of funds under the Objective 1. Prague, however, can draw funds under the Objective 2 and Objective 3, namely through the SPD Obj. 2 and SPD Obj. 3.

Financial support granted through the CSF, SPD Obj. 2 and SPD Obj. 3 is complemented by the Community Interreg and Equal Initiatives. Outside the Structural Funds there is the Cohesion Fund designated for the support of large infrastructure projects in the field of environment and transport.    
3.6.1 Single Programming Document Prague – Objective 2

Table – Status of the SPD Obj. 2 as of 31 Dec 2007 by priority 
	SPD Obj. 2
	2004-2006 allocation (EU+national)
	Approved operations
	Contracted operations
	Realised expenditure
	Certified expenditure

	Priority
	
	€
	%
	€
	%
	€
	%
	€
	%

	Total as of 31 Dec 2006
	142 590 800
	114 972 048
	81%
	71 020 297
	50%
	46 758 820
	33%
	29 658 459
	21%

	1.
	as of 
31 Dec
2007
	107 240 254
	119 093 200
	111%
	91 056 786
	85%
	75 866 238
	71%
	66 424 072
	62%

	2.
	
	31 793 358
	33 395 165
	105%
	18 837 614
	59%
	18 141 829
	57%
	10 183 449
	32%

	3.
	
	3 557 188
	3 633 217
	102%
	283 912
	8%
	1 510 906
	42%
	1 153 673
	32%

	Total
	
	142 590 800
	156 121 582
	109%
	110 178 312
	77%
	95 518 972
	67%
	77 761 194
	55%


In 2007, the implementation of projects was completed and projects were financed under SPD Obj. 2. The actual absorption of Structural Funds was successfully accelerated, and thus the programme advanced towards the full absorption of funds earmarked for this programme. The total amount paid out to successful applicants as of 31 Dec 2007 exceeded EUR 101 million (71.17 % of the 2004 – 2006 total allocation). It was also important that the N+2 rule for the 2005 allocation was met.
Under Priority 1 within the last 6th call held in 2007, a total of 20 projects were submitted, of which 9 projects were rejected due to their failure to comply with eligibility criteria, formal particulars, or were not recommended for the conclusion of a contract. The remaining 11 projects are under implementation. The development of financing of priority 1 experienced a remarkable progress as against 2006, namely in realised (from 39 % to 71 %) and certified (from 27 % to 62 %) expenditure.
Under Priority 2 within the last 6th call held in 2007, a total of 9 individual projects were submitted, of which 5 projects were rejected and the remaining 4 projects are under implementation. Altogether 2 calls were open for grant schemes in 2007. Within the 4th round of GS I one action was submitted which is at present under implementation. In the 2nd round of GS II altogether 24 actions were submitted, of which 2 actions were rejected, 16 actions are under implementation, in 1 action the financing was completed, and in 5 actions the implementation was completed. In terms of the development of priority financing, there was a significant progress as against 2006. The realised and certified expenditure grew from 13 % to 57 %, or from 1 % to 32 %, respectively.
Under Priority 3 (Technical Assistance), a total of 20 projects were submitted in the course of 2007, of which 9 projects were rejected and the remaining 11 projects are under implementation. As against 2006 the certified expenditure increased from 14 % to 32 %.
3.6.2 Single Programming Document Prague – Objective 3

Table – Status of the SPD Obj. 3 as of 31 Dec 2007 by priority 

	SPD Obj. 3
	2004-2006 allocation (EU+national)
	Approved operations 
	Contracted operations 
	Realised expenditure
	Certified expenditure

	Priority
	
	€
	%
	€
	%
	€
	%
	€
	%

	Total as of 31 Dec 2006
	117 586 726
	107 717 840
	92%
	107 717 840
	92%
	20 349 346
	17%
	19 877 542
	17%

	1.
	as of 31 Dec
2007
	18 813 876
	21 367 258
	114%
	21 367 258
	114%
	3 564 755
	19%
	3 476 206
	18%

	2.
	
	28 220 812
	32 437 632
	115%
	32 437 632
	115%
	16 124 381
	57%
	15 268 713
	54%

	3.
	
	34 100 152
	39 664 041
	116%
	39 664 041
	116%
	20 414 025
	60%
	19 330 357
	57%

	4.
	
	30 572 552
	35 312 698
	116%
	35312 698
	116%
	19 228 945
	63%
	18 399 261
	60%

	5.
	
	5 879 334
	6 335 469
	108%
	6 335 469
	108%
	2 831780
	48%
	2 53 682
	44%

	Total
	
	117 586 726
	135 117 099
	115%
	135 117 099
	115%
	62 163 886
	53%
	59 038 219
	50%


In 2007 the SPD Obj. 3 exceeded the N+2 limit just like in 2006. Most of the programme allocation has already been absorbed. Less than a half of the funds in EUR is to be certified in 2008 and at the beginning of 2009, which due to the fluctuation of the exchange rate represents a smaller part of the funds in CZK. Bearing in mind the number and financial volume of implemented projects the absorption of the total allocation is quite likely.

Publishing the calls, selecting the projects and concluding the contracts have been almost brought to an end. New projects are submitted only under Measure  5.2 (provision of technical support of the programme). 

The volume of requests for payment did not achieve the original forecast, in the course of the year, however, thanks to the steps taken the absorption was accelerated and the N+2 limit was exceeded. The fastest rate of absorption is reported in Priority 4 (Adaptability and Enterprise), the largest volumes are drawn under Priority 3 (Life-long Learning Development) while on the contrary the lowest absorption was seen in Priority 1 (Active Employment Policy). Nevertheless, even this priority showed certain improvements, especially in the drawdown of funds by the Labour Office of the City of Prague and in the sufficient number of contracted projects. 

The prevailing problems include e.g. error rate of requests for payments and monitoring reports, administrative burden, time needed for the processing of requests for payments and fluctuation of staff. Moreover, due to the fluctuation in the exchange rate there is a significant over-commitment of the programme and considerable lack of funds under the limited part of the technical assistance. Due to a high number of projects (782 contracted projects) and the system of interim payments, it is difficult to estimate the level to which the over-commitment will be offset by the failure to absorb funds in individual projects.
3.6.3 INTERREG Initiative
The Czech Republic participates in five programmes within the INTERREG IIIA Community Initiative:
· Czech Republic – Free State of Saxony
· Czech Republic – Free State of Bavaria
· Czech Republic – Austria
· Czech Republic – Slovak Republic
· Czech Republic – Poland
Basic financial indicators of cross-border cooperation under the INTERREG IIIA Community Initiative
	Name of the programme
	Total ERDF allocation
(in €)
	Approved ERDF funds
(in €)
	Certified ERDF expenditure for 2007 (in €)
	Certified ERDF expenditure from 1 May 2004 to 31 Dec 2007

(in €)
	Total certified ERDF funds  for the programme in %

	CR-Saxony
	9 900 000
	9 900 000
	3 758 477
	7 186 154
	72,59

	CR-Bavaria
	8 600 000
	8 600 000
	3 199 885
	6 468 258
	75,21

	CR-Austria
	11 000 000
	11 000 000
	3 708 777
	6 977 988
	63,44


	CR-Slovakia
	8 999 999
	8 999 999
	4 861 451
	6 433 708
	71,49

	CR-Poland
	16 500 000
	16 500 000
	9 063 123
	12 583 391
	76,26

	Total
	54 999 999
	54 999 999
	24 591 713
	39 649 499
	72,09


In 2007, no more individual projects were submitted or approved due to the previous absorption of the total allocated funds. Only three new minor projects were approved under the technical assistance, for which the savings achieved in the already completed projects were utilised (in the total amount of CZK 2 965 thousand). 

In 2007, the remaining projects were implemented without any difficulty.

3.6.4 EQUAL Initiative
The programme of the EQUAL Community Initiative  (CIP  EQUAL) continued in 2007 in its successful development. The physical implementation of CIP EQUAL was successful - in 2007 the activities of individual projects under the CIP  EQUAL proceeded to the advance stage and in some projects the Action 2 activities (the implementation of project activities) were being completed and the focus of projects has started to shift to Action 3 (dissemination and mainstreaming of project outputs). 

With respect to the significance and importance of the dissemination and the so called mainstreaming of developed innovative products and processes for the elimination of inequalities in labour market, two additional calls were published in the course of 2007 for the submission of applications for financial assistance under Action 3. Financial resources for these calls were secured by reallocation of funds from measures with low absorption capacity based on the approved application for a change in the financing plan.

In February 2007, the additional call No 4 was published within which 15 new projects were supported and 11 existing projects were extended with the total budget amounting to almost CZK 95 million. The additional call No 5 opened in September 2007 was evaluated only at the beginning of 2008. Both the calls concentrated only on Action 3 of the CIP EQUAL. 

In the course of 2007, one of the implemented projects was prematurely terminated and one project was completed according to its schedule. As the end of 2007, there were 68 active projects (of which 53 projects under Action 2 and 3 and 15 projects under Action 3). Completion of majority of projects is scheduled for the end of August 2008, except for some projects whose implementation will be prolonged until the end of September 2008. 

The so called National Thematic Networks (NTN) of the CIP EQUAL pooling projects with similar focus and also the experts at labour market, policy makers and practitioners were also successful in their activities conducted in 2007. One of the highlights in the framework of NTN activities was the successful annual CIP EQUAL conference held in Prague on 19 November 2007.

Very good results were also recorded in terms of effective absorption of allocated funds for CIP EQUAL with the N+2 rule met already at the end of September 2007. In spite of that an extraordinary certification took place at the end of November 2007 which increased the total absorption rate but did not have any direct affect on the fulfilment of the N+2 rule. 

In 2007, changes were made to the financing plan of the CIP EQUAL (reallocations between priorities and measures) since available financial resources were found to had been allocated also to measures with low absorption capacity. This step should also contribute to more effective absorption of appropriations allocated to the CIP EQUAL programme.

In connection to other steps taken in order to increase the absorption rate, one-to-one interviews were held with aid beneficiaries who had reported low absorption rate. During these interviews they were informed of the drawdown of funds under the project and a proposal was made to them to apply for an extension of existing activities or to reduce the budget in order for these funds to be distributed in additional calls. This procedure has proved its worth and helped increase the absorption rate.

At the end of 2006 already, the Managing Authority drafted a proposal for the simplification of evidencing the expenditure up to CZK 5 000. This proposal was subsequently discussed with and agreed upon by the Ministry of Finance. Therefore, starting with 2007 interim financial monitoring reports for the projects can be submitted in a simplified form, i.e. the copies of accounting documents related to travel expenses, purchase of material, goods and services etc claiming amounts up to CZK 5 000 each do not have to be attached to the financial report. This rule, however, does not apply to the following three types of expenditure: wages, aliquot parts of expenditure claimed, expenditure for goods or services purchased based on tenders. These steps were also valued highly by the EC auditors. This change was very much appreciated by aid beneficiaries.

At the end of March 2007, the Managing Authority received the report of the ESF audit which took place in the Autumn of 2006. This report granted the highest possible assurance, i.e. reasonable assurance to the CIP EQUAL programme, or its management and control systems. 
In the autumn of 2007, another audit of the European Commission was held. In the framework of this audit the components of two selected projects under the CIP EQUAL were checked and at the same time both the projects were subject to on-the-spot checks. The two projects were the National Council of the Disabled a Free Art Records, s.r.o. Conclusions of the conducted audit have not been received yet.

3.6.5 Cohesion Fund
The 2004-2006 programming period fully utilised the commitment of the CF for the Czech Republic. The tables below illustrate the structure of granted assistance.
Volume of funds committed in the EC annual budgets to the assistance granted to the Czech Republic through the Cohesion Fund (and through ISPA prior to joining the EU)

	CF/ISPA funds for the CR (€)

	ISPA 2000
	70.122.880
	

	ISPA 2001
	72.086.772
	

	ISPA 2002
	74.752.876
	

	ISPA 2003
	75.431.250
	

	ISPA (2000-2003)
	
	292.393.778

	CF 2004
	306.898.031
	

	CF 2005
	256.811.441
	

	CF 2006
	363.498.328
	

	CF (2004-2006)
	
	937.207.800


Total number of CF projects by sector and year of their approval together with the committed funds
	
	Number of projects and volume of CF assistance, including projects transferred from ISPA 

	
	ISPA
	2004
	2005
	2006

	
	No
	,000 € 
	No
	,000 € 
	No
	,000 € 
	No
	,000 € 

	Environ-ment
	14
	146 237
	10
	203 984
	10
	127 381
	4
	54 973

	Transport
	10
	260 325
	4
	279 550
	1
	79 427
	0
	

	TA
	5
	3 562
	1
	464
	0
	
	0
	0

	Total
	29
	410 124
	15
	483 998
	11
	206 808
	4
	54 973


The volume of funds does not take into account the EC Decisions on change. 

In 2007, the implementation of projects experienced a significant progress in financial terms (see the summary below) and in terms of physical indicators. All the projects met the conditions of the progress of implementation designated as m+12 and m+24 rules.
	ISPA and CF allocation
	Absorption as of 
           31 Dec 2006
	Absorption as of 

         31 Dec 2007
	Increase in absolute terms

	mil. €
	mil. €
	%
	mil. €
	%
	mil. €

	12 229,6
	488,4
	39,7
	651,3
	52,9
	162,9


In 2007 the following projects were completed:

· Reconstruction and construction of sewerage system in the City of Olomouc,
· Reconstruction of the drinking water supply system, construction of sewer network, reconstruction of water treatment and waste water treatment plants in Podkrušnohoří.
In approximately 14 other projects the implementation progressed to such a degree (the absorption rate exceeded 80 %) that at the end of 2007 preparations were started for the completion of projects. 

The CF Monitoring Committee met in Prague on 11 and 12 June 2007 and in Karlovy Vary on 15 and 16 January 2008. In line with the Statute of the CF Monitoring Committee, the work progress, progress of financial absorption and its conformity with the physical progress of all CF projects were discussed at the meeting attended by the representatives of intermediate bodies (MoT and MoE), implementation bodies (State Environmental Fund, Railway Infrastructure Administration and Road and Motorway Directorate), final beneficiaries and DG Regional Policy. Subsequently, results of the assessment and further supporting materials on the agenda were discussed by the so called “Core group“ – CF Monitoring Committee. A general topic on the agenda was the forms and ways of documenting the fulfilment of specific requirements of the project set out by the EC in Commission Decision (Financing Memorandum) and the way of proving the “sustainability“ of the project after its completion. 

3.7 Financial implementation of assistance
Since 1 January 2007 there has been a changeover to the so called target status of the SF/CF financial flows system while particularly the reimbursement of expenditure from the account of the Paying and Certifying Authority to the state budget chapter that provided prefinancing was accelerated thanks to the omission of one intermediate link. As of 1 January 2007, the Paying Units were integrated into the financial sections of the ministries that make payments to the accounts of final beneficiaries from the state budget (prefinancing).

In the framework of the so called target status financial resources have been released since 1 January 2007 based on requests for payment of SF/CF funds submitted by final beneficiaries first by financial sections of the ministries from the state budget chapters (prefinancing of expenditure to be reimbursed from the SF/CF funds) and than from the budgets for national co-financing. Based on the Aggregate payment claims issued by the managing authorities who declare the expenditure for prefinancing from state budget resources, the SF/CF funds were subsequently transferred by the Paying and Certifying Authority from its source account to the accounts of the respective state budget chapters.

Since the Paying Units were integrated into the financial sections of the ministries, as of 1 January 2007 the PCA assumed all the unpaid commitments of the Paying Units arising from the accounted for requests of final beneficiaries.

3.8 Financial control and audit
The Ministry of Finance as the central administration authority for financial control in line with the relevant provisions of Act No 2/1969 Coll., on establishment of ministries and other central state administration authorities of the Czech Republic, as amended, methodologically manages, coordinates and ensures the conduct of financial control under the operational programmes. Any methodological guidelines are published upon the consultations with the competent bodies of the European Commission and in compliance with the valid Community and Czech legislation.

In 2007, the financial controls focused predominantly on verifying the compliance with legislation and adopted actions, provision of protection of resources from the EU funds against risks, irregularities or any other shortcomings, and that the EU funds are spent in a cost-effective, efficient and effective way and that the conducted operations are properly accounted for.
Methodological activities of the Central Harmonisation Unit for Financial Control of the MoF
In 2007 the Central Harmonisation Unit (CHU) continued to undertake its activities in line with the Concept of Development of the Control System in the Czech Republic focusing on financial control for the 2006 – 2013 period
 pursuant to individual stages of the concept. For the year 2007, the CHU followed from the specific objectives of stage 1 (covering the year 2006). With respect to he EU funds they are especially the following:

· legislative activity pursuant to the requirements laid down in new regulations of the European Parliament, Council and Commission for the 2007 – 2013 programming period; 

· drawing up new and updating the existing methodological guidelines;

· vocational training of employees of the audit authority and other bodies carrying out audits under its responsibility in the 2007 – 2013 programming period;
· implementation of a twinning project No CZ/2005/IB/FI/01 Strengthening the role of public internal financial control and technical assistance.

The legislative activity of the CHU concentrated on the amendment to Act No 320/2001 Coll., on financial control. In 2006 the CHU drafted an amendment to this Act. At the beginning of 2007, this bill was submitted to the Chamber of Deputies of the Parliament of the Czech Republic. In the first half of 2007 by Government Resolution No 601
 this bill was withdrawn and replaced with a bill submitted by the members of Parliament. This private members’ bill was adopted and the Act on financial control was amended by Act No 298/2007 Coll.

In the course of 2007, the CHU based on the final versions of EC regulations for the programming period 2007 - 2013
 updated its methodological guidelines concerning the FM/C (financial management/control) and IA (internal audit). In the internal audit area the CHU developed the Manual for audit of management and control systems of operational programmes co-financed in the 2007-2013 programming period by the European Regional Development Fund, European Social Fund, Cohesion Fund and European Fisheries Fund     (hereinafter referred to as the “Manual”). The Manual establishes a framework for the systems audit carried out to verify the effective functioning of the management and control systems of the operational programme (hereinafter referred to as the “systems audit“) and for the audit on operations carried out on a appropriate sample of operations to verify the declared expenditure (hereinafter referred to as the “audit on operations“). It comprises a set of minimum standards and recommendations to public administration authorities and other public or private bodies involved in the fulfilment of tasks under the shared responsibility of the Czech Republic for due administration and management of the referred to European Union funds.

The Manual also incorporates the guidelines of the European Commission for the procedures to be followed by the Member States in describing the management and control systems of operational programmes, for the conduct of compliance audit and elaboration of audit strategy. Concurrently it is assumed that in the upcoming period other guidelines of the EC, conclusions of the compliance audit and outputs from training programmes organised by the Ministry of Finance – Central Harmonisation Unit for Financial Control/audit authority shall be incorporated in the Manual of the Ministry of Finance.
In conformity with the Manual the statutes of individual authorised audit bodies
 were drawn up and consulted with the CHU.  

Preparations were still under way for the application of Community legislation for the purposes of operational programmes of the 2007 – 2013 programming period, including following up on the comments raised by the EC bodies on the operational programmes. More discussions are held concerning the setting up of an audit system within the cross-border cooperation. By approving all the operational programmes of cross-border cooperation in December 2007, preparations were commenced for the establishment of the so called audit groups. 
Vocational training of staff of the audit authority and authorised audit bodies was arranged for in the form of trainings and workshops focusing on the 2007 – 2013 programming period. 

The overall objective of the twinning project “Strengthening the Role of Public Internal Financial Control”, PIFC CZ 2005/IB/FI/01 implemented by Sweden and the Czech Republic is to strengthen the role of public internal financial control (“PIFC“) in the CR, namely through the implementation of efficient forms of education and training of key human resources involved in the introduction, maintenance, verification and further development of management and control systems of EU funds implementation. In 2007, in accordance with the twinning contract more seminars and workshops were held in the framework of individual project components. With the participation of high ranking officials of the Ministry of Finance and the ESV Government Agency from Sweden the closing seminar was held in Prague on 13 December 2007 by which the project was successfully wound up.

Technical assistance for the twinning project was provided in cooperation with the CHU by instructors from Ernst & Young & Advisory, s.r.o., member firm (Ernst & Young). In compliance with the objectives of the project training seminars and workshops were held during 2007 (first six stages of technical assistance). The total number of participants in stage 1 – 6 amounted to 186 employees of implementation structure authorities / bodies (audit authority and its authorised audit bodies, managing authorities and their intermediate bodies, the Paying and Certifying Authority) and the CHU. As a follow up to the first six stages,  training programmes were launched at the end of the year  – trial checks, system audits and audits on operations (next three stages) at the designated line ministries (MoE, MRD, MoEYS, MIT, MoLSA, MoA, MoT) and at the Regional Council Office of the Cohesion Region Central Bohemia. At the same drawing up of the Technical Guide – model documentation was commenced which is the core activity of the final stage of technical assistance.
AFCOS

In 2007 the contact points within the AFCOS network (Anti-Fraud Coordination Structure) at the relevant ministries reported through AntiFraud Information system (AFIS) a total of 35 cases of irregularities in the total amount of EUR 5 092 370 to the European Anti-Fraud Office (OLAF) in the form of regular quarterly reports on irregularities detected within the implementation of the Structural Funds and the Cohesion Fund. All the reported cases were related to the Structural Funds. In 15 cases it concerned the breach of provisions of the Decision and the Contract on financing, in 19 cases the violation of EC legislation and in one case an attempted fraud.

Restructuring
In December 2007, the Minister of Finance decided upon the restructuring of the Department No 17 – Central Harmonisation Unit for Financial Control. As of 1 Jan 2008 the former CHU Department was divided into two separate departments – Control Department and Audit Authority – Central Harmonisation Unit.

The Control Department shall develop the concept of public internal financial control system, including the harmonisation of legislation with respect to the EC/EU legislation, and shall act as a coordinator with the EU bodies. Pursuant to the authorisation of the Minister it shall also function as the Central Harmonisation Unit and as such it shall be interalia responsible for the ensurance of the system of supervision of public internal financial control quality in accordance with internationally recognised standards. In the field of protection of the Community financial interests it shall serve as the National Contact Point of the AFCOS network.
The Audit Authority Department – Central Harmonisation Unit shall play the role of an audit authority of EU assistance granted to the CR under the Structural Funds, CF and EFF. It shall provide the methodology for audit bodies authorised by the audit authority to perform delegated activities, develop the relevant methodology for the coordination of audits carried out by the audit authority and authorised audit bodies, and shall fulfil reporting obligations in relation to the EU as well as national bodies. It shall provide for carrying out the audits at all levels of implementation of operational programmes co-financed from the EU funds and public sources, it shall verify the effectiveness of  functioning of financial management and control systems, and on a sample of operations it shall verify the declared expenditure financed from the EU and public sources. It shall perform tasks leading to the drawing up of declaration at winding up of assistance granted from the Structural Funds and related to the completion of projects under the CF in the 2004 – 2006 programming period. It shall also conduct activities related to the issuance of closure declaration concerning the assistance from the Structural Funds, Cohesion Fund and European Fisheries Fund and to the 2007 – 2013 programming period. 
As concerns the Structural Funds and the Cohesion Fund the special sections for sample checks on operations conducted, in line with the consolidated plan of controls and audits for 2007 drafted in the Czech Republic by the Central Harmonisation Unit for Financial Control Department of the Ministry of Finance, namely the EU Funds Audit Unit, public internal financial controls in all operational programmes, selected projects under the Cohesion Fund and SPD Obj. 2 and SPD Obj. 3 projects within the territory of the City of Prague, and selected completed projects of the Community Initiatives. Moreover, under individual programmes the audits on systems were carried out of selected activities of implementation structure components by internal audit sections. Since the beginning of 2007, considerable attention has also been paid to the evaluation of consolidated plan of audits/controls of Structural Funds and the Cohesion Fund for the Czech Republic in 2006. At the same time the coordination and fine-tuning of consolidated plan of audits/controls of Structural Funds and the Cohesion Fund for 2007 took place. Both the finalised plans were subsequently forwarded to the relevant services of the European Commission. 
In accordance with Article 13 of Commission Regulation (EC) No 438/2001 and Article 12 of Commission Regulation (EC) No 1386/2002 the EU Funds Audit Unit has drawn up reports for 2006 on control and audit activities carried out within the implementation structure of individual operational programmes, Community Initiatives and the Cohesion Fund which were in June 2007 sent to the relevant Directorates General of the European Commission. 

The CHU auditors attended working groups meetings coordinated by the Community Support Framework Department of the MRD focusing on winding up of the 2000 – 2006 programming period.

In the fourth quarter of 2007, the CHU concluded an audit of the INTERREG IIIA Community Initiative as a follow up to audit carried out by the Autonomous Internal Audit Unit of the MRD concentrating on the elimination of identified risks. It was stated that corrective measures had been adopted and their implementation had contributed to satisfactory elimination of risks. Under the OP Rural Development and Multifunctional Agriculture for the purposes of verifying the activities during the sample checks on operations in October 2007 the CHU auditor participated in the planned joint on-the-spot check of a chosen project (LEADER sub-measure) together with the auditors of the Sample Checks Unit of the Ministry of Agriculture.

In 2007, the internal audit and financial control units carried out a total of 222 controls and audits of the Structural Funds and 16 of the Cohesion Fund. In 2007, the planned audit missions of the European Commission (DG Regio and DG Employment) and the European Court of Auditors took place with active participation of auditors of the Central Harmonisation Unit for Financial Control (EU Funds Audit Unit). These audit missions concerned the following funds: ERDF (European Regional Development Fund), ESF (European Social Fund) and CF (Cohesion Fund).

In 2007, the Ministry of Finance conducted 10 partial public internal financial controls and internal audits, of which the staff of the CHU, EU Funds Audit Unit carried out public internal financial controls of individual bodies of the implementation structure of the Cohesion Fund, including final beneficiaries. The aim of these public internal financial controls was to verify the management and control systems, to sum up the conclusions of the performed controls and audits, and to draw up a declaration at winding up of a project (the so called winding-up declaration) for the purposes of approving the final payment as defined in Chapter V of Commission Regulation (EC) No 1386/2002. Modernization of public sewerage system of the City of Olomouc 2001/CZ/16/P/PE/008, Podkrušnohoří – drinking water supply system 2001/CZ/16/P/PE/004, Water protection in the Dyje catchment area 2001/CZ/16/P/PE/009, Clean Bečva river 2002/CZ/16/P/PE/012, Reconstruction of sewer network Žďár n. S. 2002/CZ/16/P/PE/014, Optimization of the railway section Zábřeh na Moravě-Krasíkov 2002/CZ/16/P/PT/013 – will be completed in 2008.

The Central Harmonisation Unit for Financial Control of the Ministry of Finance, specifically the EU Funds Audit Unit, continuously supervised the fulfilment of plans of control and audit activities carried out by the units for sample checks on operations and projects and internal audit units, and for the purposes of certification it informed the Paying Authority on the fulfilment of the consolidated plan of controls and audits of Structural Funds and the Cohesion Fund resources.

Based on the data reported by the public administration bodies, the volume of checked resources in projects funded from the Structural Funds and the Cohesion Fund amounted to CZK 14.9 billion, i.e. 29 % of the total volume of funds provided for the checked projects. Of which the public administration organisations carried out checks on financial resources amounting to CZK 12.3 billion, i.e. 27 % of the total volume of granted resources, and the self-governing territorial units checked efficient spending of additional CZK 2.6 billion, which is 53 % of the total amount of granted resources for projects chosen to be checked. Considerable share of these financial resources was checked under the Joint Regional Operational Programme (CZK 4.1 billion), Cohesion Fund (CZK 3.6 billion), Operational Programme Rural Development and Multifunctional Agriculture (CZK 2.8 billion) and Operational Programme Industry and Enterprise (CZK 2.4 billion).

4 MEASURES OF THE MANAGING AUTHORITY TO ENSURE QUALITY AND EFFECTIVE MANAGEMENT
4.1 CSF management and coordintaion
The management and coordination of the Community Support Framework were affected by the restructuring of the Ministry for Regional Development of the CR undertaken in June 2007.

By the Decision of the Minister for Regional Development No 136/2007 of 19 June 2007 the restructuring of units involved in the Structural Funds matters took place with effect from 20 June 2007. The main change essential for the CSF management was the dissolution of the European Funds Department which had been the Managing Authority of the Community Support Framework. The role of the CSF Managing Authority was newly taken over by Department No 23 which until then had been the Managing Authority of the JROP and SPD Obj. 2. Thus a new department was established – the CSF, JROP and SPD Obj. 2 Department. These changes have resulted particularly in the reduction of staff with only 3 employees of the former European Funds Department transferred to Department No 23 to continue working on the CSF related matters. The CSF agenda was thus also taken care of by the staff of the existing JROP and SPD Obj. 2 MA. The positive impact of this step consisted in bringing the CSF MA closer to the practical issues addressed in the framework of operational programmes and their better understanding of OP implementation process.  
4.1.1 Important milestones of the Community Support Framework in 2007
	1 Jan 2007
	Methodology of financial flows and controls of the Structural Funds and the Cohesion Fund for the 2004-2006 programming period,
Methodology of certification of expenditure
	Ministry of Finance publishes updated methodologies

	2 Feb 2007
	6th meeting of the CSF MC
	Presenting the CSF Implementation Report, updated information on the status of SF absorption, approval of CSF plans for 2007

	19 Jun 2007
	7th meeting of the CSF MC
	Approval of the CSF Annual Implementation Report for 2006, presentation of the Report on CSF implementation

	2 Aug 2007
	Meeting of the 1st Deputy Prime Minister of the government  and the Minister for Regional Development with deputy ministers of the relevant ministries on the fulfilment of the N+2 rule
	Establishment of working groups for 2004-2006: WG Absorption and fulfilment of the N+2 rule and WG Winding-up of the 2004-2006 programming period


	26 Sep 2007
	Opening meeting of the newly established Working Groups under the 2004-2006 programming period
	1st (joint) meeting of the WG Absorption and fulfilment of the N+2 rule and WG Winding-up of the 2004-2006 programming period

	9 Oct 2007
	WG Absorption and fulfilment of the N+2 rule – completeness of data in the IS MSSF Central
	Addressing especially the quality of data in MSSF-Central and the monitoring indicators

	November 2007
	Bilateral meetings of the CSF MA and OP MA
	Bilateral meetings of the CSF MA and the OP MA representatives focused on  pivotal topical and problematic topics

	6 Dec 2007
	Meetings of deputy ministers in charge of the Structural Funds
	Fulfilment of the N+2 rule as of 31 Dec 2007 and adequate staff for winding-up of 2004-2006 programming period

	18 Dec 2007
	8th meeting of the CSF MC
	Presentation of the Report on CSF implementation, updated information on the status of SF absorption, approval of CSF plans for 2008


4.1.2 Activities of the CSF Managing Authority in 2007

The Advisory Committee of the Community Support Framework which was established by the Decision of the Minister in December 2003 for the purposes of effective management and coordination of the CSF met only in the first half of 2007. Altogether five meetings were held during that period. The meetings of the CSF Advisory Committee addressed predominantly the topical issues and areas of problems arising in the process of absorption of the Structural Funds resources. The most important issues on the agenda were the following: updated information on the status of implementation and meeting the schedule of absorption, information on activities of working groups, latest information on the preparation of the 2007-2013 programming period. The CSF Advisory Committee established thematic working groups to effectively coordinate the progress of drawdown of Structural Funds. The working groups addressed the topical issues common for all the operational programmes.

One of the consequences of the above referred to restructuring of the MRD was also the termination of activity of the former CSF Advisory Committee. To safeguard quality management and appropriate coordination of the CSF in the future, the CSF Advisory Committee and its existing working groups were replaced by new working groups. With regard to the stage of the programming cycle the number of working groups was reduced to two working groups which were established as a result of the meeting of the 1st Deputy prime Minister and the Ministry for Regional Development with the deputy ministers of the relevant ministries on the status of fulfilment of the N+2 rule and barriers to the absorption held in August 2007. The working groups aim at addressing key issues of the absorption of financial resources from the Structural Funds, monitoring the monitoring indicators and winding-up of the 2004-2006 programming period. Both the working groups are composed of representatives of the CSF, managing authorities of individual operational programmes and also of the representatives of the Ministry of Finance (National Fund, Central Harmonisation Unit). The joint opening meeting of both the working groups was held on 26 September 2007.
 Working Group for absorption and fulfilment of the N+2 rule was established to monitor the drawdown of funds from the Structural Funds and the fulfilment of the N+2 rule. The Working Group also addresses the quality and scope of data (not only monitoring indicators) in the information system.

Working Group for winding-up of the 2004-2006 programming period addresses especially the issues concerning winding-up of the programming period, ex-post evaluation and also monitoring indicators for the evaluation of success rate of individual OPs and CSF. Activities of this group resulted in the development of Methodological guide for winding-up of programmes under the SF that integrates the rules set out by the European Commission. It was elaborated in the second half of 2007, the 1st version was published on 1 Feb 2008 by CSF MA (in cooperation with the Ministry of Finance of the CR). It offers to the MA of operational programmes among other things also a model schedule of activities for winding-up of programmes, procedures and models for completion of binding documents etc. Disputable issues were consulted with the EC during the preparation of the methodological guide.
 Significant for coordination of operational programmes of the Community Support Framework in 2007 were bilateral meetings with the representatives of managing authorities of operational programmes. The representatives of the CSF Managing Authority met with the OP MA representatives in order to familiarize with specific problems of operational programmes in drawing the resources from the Structural Funds and preparing the winding-up of programmes. These bilateral meetings contributed to fostering the cooperation between the CSF Managing Authority and the OP managing authorities, identification of common issues and proposal of solutions, and thus also to strengthening the coordination role of the Community Support Framework Managing Authority.
In the course of 2007, the CSF Managing Authority continuously monitored and monthly reported on the absorption of financial resources from the Structural Funds. Information was forwarded to both the Chamber of Deputies of the Parliament of the CR, its committees, and the general public via www.strukuralni-fondy.cz. It also organised the coordination meetings of the deputy ministers responsible for the area of Structural Funds with the Minister for Regional Development on topical issues affecting especially the fulfilment of the N+2 rule.
Last but not least the CSF MA in the monitored period dealt with the issue of administrative capacity, namely in relation to winding-up of the 2004-2006 programming period. The operational programmes falling under the 2004-2006 programming period are faced with the reduction of staff due to their transfer to programmes under the commenced 2007-2013 programming period. In this field the CSF MA shall point at the necessity to ensure sufficient staff also for the years 2008 and 2009 when the winding-up of the 2004-2006 programming period will culminate. 
4.1.3 Discussions of the CSF MA and the European Commission
The annual meeting of the European Commission representatives with the representatives of the Managing Authority of the Community Support Framework and individual operational programmes was held on 18 December 2007.

The following points were on the agenda:

1) Quality of monitoring
a) Financial progress – the EC representatives made an inquiry whether the MSC2007 monitoring system would be used also for monitoring the 2004-2006 programming period. According to the reply of the CSF MA, the MSSF Central monitoring system will be used for the entire sustainability period of projects under the 2004-2006 programming period. Which is why investments are made to the upgrade of this system. Both the monitoring systems will operate in parallel. 
b) Physical monitoring – the CSF and some operational programmes have to put up with problems associated with the change of methodology of monitoring of monitoring indicators which made it impossible to compare the baseline values and values achieved during the implementation of programmes. It concerns especially the indicators monitored by the Czech Statistical Office. That is why the time series of indicators have been adjusted, the target values have been changed and the data have been specified (for more details see the chapter Fulfilment of the CSF strategy). The EC representatives stressed that in some cases impact indicators can be measured already now.
2) Reports submitted at the meetings of the Monitoring Committee – the EC noted the improvement of quality of reports drawn up by the Monitoring Committees, particularly in case of the JROP and the OPIE whose monitoring reports  were recommended by the EC as a model example. It pointed at the fact that the CSF report should include more evaluations as such. It also recommended that a meeting be held with the new managing authorities for the 2007-2013 programming period in order to achieve acceptable level of quality of reports submitted to the monitoring committees within the new programming period.
3) Administrative capacity of individual managing authorities – the EC noticed certain decline in the administrative capacity of the CSF, JROP and SPD Obj. 2 Managing Authority. The reason behind was first and foremost restructuring of the Ministry for Regional Development which took place in 2007. The representatives of the EC had an understanding for the need to transfer staff to units dealing with the new programming period, nevertheless the staff of the CSF, JROP and SPD Obj.2 Managing Authority was not to be reduced if the old programming period was to be successfully wound up. 
4) Control and audit – pursuant to the Annual Report of the European Court of Auditors for 2006 the EP believes that at least 12% of the total amount reimbursed to Structural Policies projects should not have been reimbursed, and that the managing authorities shall ensure checks pursuant to Article 4 of Commission Regulation (EC) No 438/2001. The managing authorities have to be aware of the importance of audit and shall pay major attention thereto.
4.1.4 Impacts caused by the appreciation of Czech crown
During the SF/CF implementation the exchange rate losses were incurred at two levels. 

The difference between the reporting exchange rate of the European Commission and the CNB bid rate as at the date of transfer of SF/CF funds from the PCA source account to the income account of the state budget chapter which provided for the prefinancing of funds from the EU budget is covered from the PCA resources budgeted in the state budget, from the chapter General Treasury Management. During the implementation of Structural Funds under the 2004-2006 programming period the incurred exchange rate loss in the amount of EUR 17.1 million was reported by the Paying and Certifying Authority by 13 March 2008 while releasing the funds from the PCA source account.

Difference between the amount of allocation in CZK as of the date of approval of the programme by the European Commission and the actual absorption of commitment pursuant to the reporting exchange rate of the European Commission (on the basis of payment applications submitted to the EC which are based on the certified expenditure) has an effect on the available amount of SF/CF allocation in CZK.

The gradual appreciation of the Czech crown brings about the decline in the available allocation in crowns. The difference between the reporting rate of exchange of the European Commission at the beginning of the period of 32.705 CZK/EUR (May 2004) and the current reporting exchange rate of 25.143 CZK/EUR (March 2008) is 23 %. The remaining allocation is considerably lower in crowns than originally expected. This change has to be responded to by consistent management of programme allocation performed by individual managing authorities in order to avoid automatic over-commitment of programmes (for more information see the following chapter).
4.1.5 Description of major problems related to the implementation and adopted corrective measures
The CSF Managing Authority acts as a methodological coordinator ensuring the absorption of SF funds and the fulfilment of the N+2 rule. One of its tasks is to identify the problem areas in the SF implementation and to propose actions for their elimination. The following risks have been identified:

4. Over-commitment or under-commitment of programmes
The Structural Funds resources are reimbursed gradually, the Paying and Certifying Authority (PCA) uses for the purpose of giving information to EC for individual payments CZK/EUR exchange rate given by EC for the month when aggregated request of Paying and Certifying Authority was billed in accordance with the  Commission Regulation No. 643/200. The Czech Republic disburses the Structural Funds resources to beneficiaries in CZK, while the European Commission funds are paid to the Czech Republic in EUR. Since the beginning of the programming period the CZK/EUR exchange rate has considerably changed. While the majority of programmes was approved at the exchange rate of CZK 31.77 (in some cases even higher), the exchange rate for December 2007 was set at CZK/EUR 26.580.
The development of the CZK/EUR exchange rate is indicated in the charts below.
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The appreciation of the crown has caused the fall of available financial resources for the reimbursement of projects in Czech crowns. Therefore it is necessary for the operational programmes to closely follow the so called over-commitment, i.e. the level to which the commitments of the programme (i.e. concluded Contracts, issued Decisions) exceed the total allocation for the 2004-2006 programming period. It is a challenge to forecast the development of the exchange rate and the volume of executed payments in time, thus the over-commitment and the management of commitments have to be continuously monitored under the programmes.

On the other hand, some programmes are at risk of inadequate absorption of the committed funds which may be brought about by withdrawal of projects, failure to absorb the total contracted amount in the implemented projects, reduced eligible expenditure etc. Hence, the managing authorities are forced in the early stages of the programming cycle to determine the level of allocation to be covered by commitments. If at the beginning of the programme 100 % of allocation had been contracted, the exchange rate fluctuations resulted in the over-commitment of programmes corresponding to the appreciation of the Czech crown. The appreciation of the crown has led to the overhand of volume of contracts/decisions over the allocation, while the withdrawal of projects or failure to absorb the funds by completed projects on the contrary brings about the under-commitment. Due to these two factors the programmes may face over-commitment or failure to absorb the entire allocation. It is essential, however whether the managing authorities manage to estimate the influence of individual factors in the course of the programme implementation and whether they adjust the management tools accordingly (conclusion of contracts on financing, substitute projects, etc). 

The development of over-commitment in the following months will be influenced by future fluctuation of CZK/EUR exchange rate and also by the number of withdrawn projects, failure to absorb the concluded contracts and reduction of expenditure to be reimbursed.

5. Cumulation of requests for payment
One of the issues which may arise in the final stage of the programme is the cumulation of requests for payment close to the deadline for their submission (mostly between July and September 2008) and risk of work overload on the part of administrative staff and longer time needed for the administration of requests for payment. It can be tackled by adequate staffing and prediction of necessary capacities.
6. Understaffing
The operational programmes under the Community Support Framework often suffer from employees leaving to units dealing the new programming period matters, high turnover of staff, lack of experience of new staff with the old programming period (thus the imminent threat of loss of the “institutional memory”), difficult task to find adequate substitutes (the labour market does not offer of sufficient number SF experts). This is why the retention of staff involved in the Structural Funds process is of utmost importance, especially with respect to the area of wages, education, motivation, or outsourcing some specific areas of implementation.

7. Preferences of the new programming period
Currently, some of the managing authorities deal with the parallel implementation of two operational programmes since the programmes under the 2004-2006 programming period are just about to end and activities related to winding up of the projects and programmes, checks and especially the reimbursement of requests for payment culminate, and the 2007 - 2013 programming period is commencing.  For the new period the rules have to be laid down, the operational programme shall be successfully launched and the calls shall be published. Sharing and exchanging experience is a must. With regard to the allocation of funds and stressing the new programming period, understaffing with respect to the 2004-2006 period may happen. Having said that this period is a real challenge and the amount of work to be done under the 2004-2006 programmes has to be reminded of rather than focusing merely on the new 2007 – 2013 period. It is also appropriate to establish links between the implementation of the old and new period and to provide for adequate staff for winding-up of the programmes.

8. Winding-up of programmes
Among the tasks ranks also the preparation for winding-up of the 2004 – 2006 programming period. The Community Support Framework in cooperation with the Paying and Certifying Authority and the Audit Authority published the Methodological guide for winding-up of SF programmes for the 2004 -2006 period. 

The Methodological guide for winding-up of the SF programmes for the 2004 – 2006 period sums up the information on winding-up of programmes, sets out the schedule and procedure for winding-up of programmes, describes obligatory and other recommended procedures and activities to be pursued by individual bodies in the preparation of and actual winding-up of programmes. It also comprises a table for calculating the payments of the final balance from the Structural Funds and a model final report. It should assist the staff of the Paying and Certifying Authority, Audit Authority, managing authorities and intermediate bodies of operational programmes, Single Programming Documents and Community Initiatives in winding-up of programmes.

The issues related to winding-up of the SF programmes for the 2004 – 2006 period will continue to be discussed by the Working Group for winding-up of the 2004-2006 period which contributed to the drawing up of this methodological guide.
4.2 CSF Monitoring committee
In the course of 2007, three meetings of the Monitoring Committee of the Community Support Framework were held.

The sixth meeting of the CSF Monitoring Committee (CSF MC) took place on 2 February 2007. On the occasion of this meeting the CSF MC members approved the CSF plans for 2007 – Evaluation Plan for 2007, CSF Communication Action Plan for 2007 and Technical Assistance Plan for 2007. At the meeting the information was presented on the implementation of operational programmes of the Structural Funds for Objective 1 by the OP MA representatives. The CSF MA representatives informed the members of the Committee   on the fulfilment with the N+2 rule with respect to the allocation for 2004. The CSF MC members discussed the communication information activities performed by the CSF MA and managing authorities of individual operational programmes and stressed the beneficial nature and importance of these activities at all levels. In terms of the preparations for the new programming period, the participants in the meeting agreed that steps should be taken to ensure adequate and qualified workforce for the implementation of projects in the new programming period. The representatives of the European Commission stressed the need to significantly strengthen the coordination role of the Managing Authority of the NSRF in the 2007-2013 programming period.

The seventh meeting of the CSF MC was held on 19 June 2007 without the participation of the European Commission representatives. One of the key points on the agenda was the presentation of the Annual Implementation Report of the Community Support Framework for 2006 and its approval by the CSF MC members. No comments were raised on the Annual Implementation Report. The members of the Monitoring Committee were also acquainted with the progress achieved in negotiating the National Strategic Reference Framework (NSRF) and also with the progress of implementation of the operational programmes of the Structural Funds under Objective 1. The CSF MA representatives presented information on the status of implementation of the CSF Technical Assistance, fulfilment of the Communication Action Plan and on CSF MA evaluation activities.
On 18 December 2007 the eighth meeting of the Monitoring Committee of the Community Support Framework was held. The Report on the implementation of the Community Support Framework for the period from May 2007 to October 2007 was presented to the CSF MC members. The European Commission raised comments and recommendations on the content of this Report, pointed at the necessity to include evaluations made by the CSF MA. At the plenary session of the CSF MC, topical outcomes of the implementation of individual operational programmes under the Community Support Framework were presented. The CSF MC members were introduced to main communication activities of the CSF in 2007, the Communication Action Plan for 2008, and the Evaluation Plan for 2008 were approved and the CSF MC took note of the information on the CSF Technical Assistance. The representatives of the European Commission highlighted the need of successful winding-up of the 2004-2006 programming period and start-up of the 2007-2013 programming period.
The ninth meeting of the Monitoring Committee of the Community Support Framework will be held in June 2008.

4.3 Monitoring
4.3.1 Monitoring tools
Monitoring, from the perspective of the CSF Managing Authority, is seen as regular and systematic tracking of progress in relation to the Community Support Framework (CSF) that is described as an agreement between the European Commission and the Czech Government. The current status of absorption of SF financial resources is presented not only to the Government of the CR and the Parliament of the CR but also to the general public through making the information available on the website www.strukturalni-fondy.cz.

The Monitoring System of Structural Funds (MSSF) is the key tool providing for data collection and monitoring in the 2004-2006 programming period. Data from the MSSF-CENTRAL Information System enable the CSF MA to provide regular information on the current status of programmes and projects financed from the Structural Funds and the Cohesion Fund in the course of the programming period. The required information is processed and further distributed using the following tools:

Monitoring tools
	Monitoring tool
	Notes

	Monthly monitoring
	· Each month a report on the progress of absorption of SF 2004-2006 is drafted which includes basic information on the progress of absorption of financial resources from the Structural Funds.
· Outputs are available to the Chamber of Deputies of the Parliament of the CR and also to the general public at the website www.strukturalni-fondy.cz
· Supporting documents for other reports and analyses

	Quarterly report for the Government of the CR
	· Regular information on progress achieved in the fulfilment of objectives with respect to economic and social cohesion policy

	CSF Implementation Report for the CSF MC
	· Updated information on the progress of CSF implementation for the purposes of the meeting of the CSF Monitoring Committee

	Annual (Final) Implementation Report for the European Commission
	· Regular reports forwarded to the European Commission

	Reports generated for SFC system
	· Regular reports for the European Commission – standard monitoring table

	Ad hoc system-generated reports and reports
	· Information to meet the topical needs


4.3.2 Monitoring System of Structural Funds
The monitoring process is performed through information systems providing for collection, administration and accessibility of relevant data for the Managing Authorities, intermediate bodies and for ensuring the required functions of the Paying and Certifying Authority and the Managing Authority of the Community Support Framework.

Within the monitoring process, transfer and entering of complete data into the MSSF-CENTRAL information system must be ensured, namely in the required structure. Systematic and complete monitoring of the data on programmes, projects, entities and their applications within the implementation architecture and administration of the Structural Funds and the Cohesion Fund is the responsibility of all managing authorities of individual programmes.
Description of the MSSF-CENTRAL Information System
The central database of the MSSF-CENTRAL Information System keeps physical and financial information on Operational Programmes, Single Programming Documents (SPD) (Objectives 2 and 3), Community Initiatives and the Cohesion Fund with respect to the 2004-2006 programming period. Systematic and comprehensive monitoring of the data on programmes, projects, entities, project applications and financial flows is the responsibility of all  managing authorities in accordance with the applicable EU legislation (EC regulations) and methodological guidelines at the national level ("Methodology of Financial Flows and Control of Structural Funds and the Cohesion Fund for the 2004-2006 programming period" and other). Data in the MSSF-CENTRAL Information System are updated on an ongoing basis by data transfer from the information systems of intermediate bodies into/from the Paying and Certifying Authority information system VIOLA SF/CF, including the communication with other external systems of the Ministry of Finance of the Czech Republic,  i.e. the CEDRIII, ISPROFIN information systems.

Any monitored data are logically arranged subject to their nature and displayed in individual modules (submodules) of the MSSF-CENTRAL Information System. They are utilized for monitoring, programming, analytical, reporting and evaluation activities of the managing authorities, Paying and Certifying Authority and the CSF Managing Authority.

Transfers (exports / imports) between external information systems and the MSSF-CENTRAL Information System

The operation of information systems of intermediate bodies that transfer the project information into the MSSF-CENTRAL Information System is provided for by managing authorities. The schedule of transfers (exports or imports between information systems of intermediate bodies and the central MSSF-CENTRAL system) is set in accordance with the requirements of the managing authorities. The MONIT Information System for project administration is used by the Joint Regional Operational Programme, Operational Programmes Human Resources Development, Infrastructure, the Single Programming Document for Objective 2, Equal Community Initiative, Interreg Initiative and the Managing Authority of the Cohesion Fund. The project administration at the Ministry of Industry and Trade is done through the ISOP Information System and at the Ministry of Agriculture by the SAP Information System. The SC-OPI information system (Lotus Notes) for the Operational Programme Infrastructure is used at the State Environmental Fund.

In 2007, a system change of transfers was introduced – transition to the incremental data transfers with the aim to perform only the transfer of changes as against the previous batch. This system change means the reduction in the volume of transferred data, including the acceleration of transfer frequency. Incremental transfers (imports) are carried out between the information systems of intermediate bodies and the MSSF-CENTRAL. For the Operational Programme Rural Development and Multifunctional Agriculture incremental transfers are not carried out from the SAP Information System to the MSSF-CENTRAL Information System. Incremental transfers (exports) are carried out from the MSSF-CENTRAL Information System to all target systems (except for ISPROFIN2005).

In the course of 2007, daily bidirectional transfers between the MSSF-CENTRAL and VIOLA Information Systems were done.

IS MSSF-CENTRAL ensures exports to: 

· all information systems of intermediate bodies to which it transfers jointly used code list and basic (framework) data on programmes and Grant Schemes

· VIOLA SF/CF Information System to which it transfers both the basic (framework) information on approved projects and Grant Schemes, for which co-financing is required from the EU Funds, and requests for payment from the Community Contribution credited to the final beneficiary or the prefinancing chapter of the state budget (refunds of resources to the government department that prefinanced the payment to the final beneficiary) and also information on realised national co-financing

· DIS Information System to which it transfers jointly used code lists, data on projects and data for monitoring of programme financing, transferred further by the Ministry for Regional Development into the ISPROFIN Information System of the Ministry of Finance of the Czech Republic

· SAP Information System (at the Ministry of Agriculture) to which it transfers requests for co-financing from the state budget chapter 

· IRIS, where data on the Joint Regional Operational Programme, Single Programming Document, Objective 2, Interreg III Initiative and the Cohesion Fund have been transferred.

IS MSSF-CENTRAL receives import transfers from information systems: 

· of intermediate bodies from which it gets information on project applications (in case of project applications under the Ministry of Industry and Trade, the transfer of some data is limited) and all data on projects relating to physical and financial monitoring; 

· VIOLA SF/CF information system from which it gets data on payments made from the Community Contribution source of funding;

· DIS Information System from which the system can get data on payments made from the state budget chapter;
· SAP Information System from which it  gets data on payments made from the state budget chapter.

Subject to the rules for financial flows effective as of 1 January 2007, the MRD (IRAP) accounting system is connected to the MSSF-CENTRAL. The same applies to the accounting system of the Ministry of Agriculture (the accounting module of the SAP system). The interconnection between accounting systems of individual ministries is used for the transfer of data on prefinancing of the Community Contribution, or co-financing from the state budget provided to the final beneficiary in the 2004-2006 programming period.

New interface between the information system of the intermediate body and the MSSF CENTRAL Information System and the ISPROFIN 
There is an interface between the IS MSSF Central and ISPROFIN version 8 which is routinely used for transferring jointly used code lists from the Ministry of Finance - ´ISPROFIN2005 for external information systems´ for updating the code lists in IS MSSF Central and subsequently in IS MONIT. 

The IS MSSF Central is ready to transfer the data from ISPROFIN pursuant to Decree No 560/2006 Coll. and Methodological guideline of the MoF No R 1-07. The set up interfaces at the MRD are ready to  transfer data from the MA (IB) information systems in the scope of the ISPROFIN forms S05 110, 120, 140, 143, 144, 150 and 160. In order to start the transfers the request shall be submitted to the MRD Monitoring System Administration Department one month in advance for the commencement of transfers from  ISPROFIN to IS MSSF Central, and single testing of correct setting of interface shall be conducted.
New interface between MSSF CENTRAL and CEDR Information Systems
In accordance with Decree No 296/2005 Coll. of 13 July 2005 on central register of assistance and refundable financial assistance periodical quarterly transfer of data from IS MSSF Central to IS CEDR III are made. In 2007, a new data interface was set up with the view to ensure new technology of data transfers between communicating systems. At present time the data files comprising payments for the respective quarters under JROP, OP HRD, OP RDMA, OPIE, OPI, EQUAL, Interreg IIIA,B,C, SPD Obj. 2 and SPD Obj. 3 are transferred in a semi-automatic mode. 

SFC database (Structural Funds Common Database) 

Compared to 2006 there were no changes made. In the course of 2007 the delivery of TXT files into the SFC database of the European Commission was carried out. The data were delivered in accordance with the methodology set out in the document Vademecum for Structural Funds, Plans and Programming documents and according to the technical documentation provided by the European Commission. In 2007, also direct manual data entering into the SCF database was carried out by the staff of the European Commission. For this reason, it was also necessary to synchronize the data in the MSSF-Central and the SFC database. The volume of data transferred in this way was reduced to minimum by the EC, thus smooth transfer of batches was ensured.
Reporting of irregularities 

Based on the discussions with the Ministry of Finance of the CR some modifications were made in 2007 to the forms “Report on irregularities” and “Summary quarterly report”. The Report on irregularities was adjusted in such a way to incorporate all the detected irregularities in the Summary quarterly report. I.e. not only those cases where there was a change in the irregularity only during the last quarter. Such procedure is in line with the Methodology of financial flows and controls.
Status of the MSSF-CENTRAL application and outlooks
In 2007, in the period of routine operation changes to the system were minimized to reflect the requirements of the CSF MA and the Paying and Certifying Authority of the MoF. By that the application was stabilised and systematic data monitoring was ensured. 

The MSSF-CENTRAL Information System experienced a few changes in the course of 2007: 

· the current status of output reports of physical and financial monitoring in the IS MSSF-Central Data selection and representation module follows from their optimization carried out in the course of 2007, during which the changes incorporated in financial monitoring were reflected; minor modifications were made to reflect the needs of the managing authorities; all the reports were continuously reviewed;   

· the process of payment authorisation was optimized with the aim to simplify and increase the efficiency of requests for payment checks for the 2004-2006 programming period; 

· the project of optimizing the financial monitoring was implemented in order to satisfy the requirements  for functionality of the MSSF-CENTRAL (e.g. extension of the set of transferred data from/to  IS VIOLA SF/CF and IS MSSF-CENTRAL); 

· optimization of IS MSSF-CENTRAL modules was conducted.

4.4 Evaluation
The already several times referred to restructuring of the Ministry for Regional Development and the dissolution of the European Funds Department have led to the cessation of the autonomous CSF Evaluation Unit. The evaluation activities concerning the 2004-2006 programming period became an integral part of activities performed by the newly established CSF, JROP and SPD Obj. 2 Department. The evaluation activities focused on the 2007-2013 programming period are performed by departments responsible for this programming period.
In 2007, the Managing Authority of the Community Support Framework implemented just a single evaluation project Methodological support for the development of evaluation capacity in regions. The project was launched in March 2006 and concluded in July 2007. With respects to the coordination role of the MRD and its provision of methodological support to the OP managing authorities the goal of this project was to provide potential contracting authorities and suppliers of evaluation of Structural Funds assistance with information necessary for appropriate and effective evaluation activities. The subject of the project was the technical support for seminars intended for the target groups referred to above and participation of a Czech expert in seminars to present case studies.
Since the end of 2007 the only evaluation activity consisted in the coordination and cooperation in the ex-post evaluation in line with Council Regulation (EC) 1260/1999. The ex-post evaluation is carried out by the European Commission in close cooperation with the Member State, or the managing authority. The target of ex-post evaluation is to review the degree of utilisation of resources, effectiveness of the support from the EU funds and the socio-economic impact, and to subsequently make recommendations for the economic and social cohesion policy.
The European Commission set out 11 cross-cutting themes to focus on:

9. Coordination and Synthesis
10. Data feasibility
11. Macroeconomic modelling
12. Structural change
13. Transport, Environment, Climate change
14. Productive environment, RTD, Innovation
15. Demographic change, Gender
16. Modelling transport
17. Rural development
18. Efficiency (major projects))
19. Management and implementation
The evaluation is conducted by independent external evaluators (international teams). The Managing Authority of the Community Support Framework is responsible for ensuring the coordination and close collaboration with the individual managing authorities of the operational programmes.
First meeting with external evaluators in the framework of ex-post evaluation under the theme of Data feasibility study concerning the indicators of GHG emissions was held in January 2008. Apart from meetings with the CSF MA, another meeting took place with the MIT and MoE representatives. The evaluators (Belgium, representatives of ADE s.a. Consulting Services) when elaborating the inspection report drew especially from the Annual Implementation Reports. A meeting with the CSF/OP MA was convened particularly for the reason of clarifying the data sources and flows.
4.5 Publicity and education
4.5.1 Communication Action Plan for 2007

The Communication Action Plan for 2007 was approved at the regular meeting of the CSF Monitoring Committee on 2 February 2007.

Among the most important activities of 2007 were the projects targeted at media presentation of the EU funds with an emphasis put on publicity of results of the Czech programmes in the 2004-2006 programming period, i.e. examples of successful projects, best practices, and activities related to the dissemination of information on the 2007-2013 programming period. All communication and promotional activities of the CAP 2007 reflected the changes in the Economic and Social Cohesion Policy for the 2007 – 2013 programming period.

The CAP 2007 activities were funded from the Technical assistance resources for CSF, i.e. under the JROP Measure 5.2 – Technical assistance for CSF.

4.5.2 CAP implementation in 2007

The CSF communication strategy in 2007 continued to employ the standard communication tools:

· traditional  information and promotional procedures (publications, leaflets, CDs);

· Internet;

· mass media (press, TV, broadcasting);

· one-off information events (conferences, seminars, workshops).

The outline below provides a brief description of individual activities performed in 2007. 

Traditional information and promotional procedures
Publications
ABC of EU Funds: a brochure containing basic information on the EU Cohesion Policy in the Czech Republic and on the focus of new operational programmes for the 2007-13 period. The brochure was written in a comprehensible manner using the explanatory graphics and it is intended for the general public. It was distributed among a wide network of intermediate bodies of the programmes, consultancy and educational institutions, libraries, information centres, etc (Start date of the project: December 2006, printed and distributed: April 2007).

EU Funds: leaflets coherent with the ABC of EU Funds publication. It provides a brief overview of the objectives of EU regional policy and operational programmes under the 2007-2013 programming period. The leaflets were intended for the general public and distributed together with the ABC of EU Funds publication.

Promotional items
In the monitored period a package of promotional gifts presenting the portal www.strukturalni-fondy.cz was produced (promotion of the portal’s new structure and design).
Information and Communication Technologies (ICT)

Internet

Web portal (www.strukturalni-fondy.cz): the core communication channel for the CSF Managing Authority and managing authorities of operational programmes for providing information on the EU Funds continued to serve as a key source of detailed and in particular up-to-date information on individual programmes of assistance, activities of the CSF Managing Authority, discussions on the future of the Economic and Social Cohesion Policy and other related topics. 

As part of the web site, electronic discussion forums are open on individual programmes of assistance from the EU Funds (E-JROP, E-CSF and others) and there are also e-mail boxes available facilitating direct contact with the managing authority of the respective programme– srop@mmr.cz, info@strukturalni-fondy.cz, info.rps@mmr.cz, etc... The server strukturalni-fondy.cz has continued to offer the E-SCC application (Steering and Coordination Committee) – an electronic storage of documents for the needs of the Steering and Coordination Committee that served as a supporting tool for the work of the Steering and Coordination Committee and its working groups.

The portal also includes a Database information system for programmes financed in the Czech Republic from the Structural Funds: a universal tool serving to search, sort and store information on potential grants from the EU Structural Funds. The search database is designed for potential applicants for assistance but it is also an efficient information tool to be accessed by any entities or persons involved in implementation of assistance from the EU Structural Funds. 
Providing for editing services for the administration and development of www.strukturalni-fondy.cz: a follow-up project aimed at providing for editing services for the purposes of  the portal administration (factual and technical) and further development. In January 2007, the first stage of the project – Portal content analysis was completed, the result of which are recommendations for factual, graphical and structural changes of the portal. Based on the findings of the content analysis, the portal will be reshaped with a view to increasing the effectiveness of the provision of information on the Structural Funds – the key objectives are comprehensibility, clear structure and up-to-date information. 

A new feature made it possible for the applicants to add their own photographs and information on projects implemented by them to the website. This resulted in a considerable extension of the part of the website in which the general public is informed on specific outputs of projects financed from the Structural Funds.

Mass media
The CSF continued to participate in the preparation of information and promotional articles covering the SF topics (current status of programme implementation, grant opportunities) for various media (press, journals, radio, TV). The CSF Department performs these activities in close collaboration with the Public Relations Department/Communication Department of the Ministry for Regional Development.

In the course of the monitored period, the CSF regularly contributed to the magazine Moderní obec (monthly of Hospodářské noviny daily), Dotační věstník and Právo daily.

Media presentation of the EU Structural Funds: communication campaign to present examples of successfully implemented projects funded from EU Funds through selected media activities (broadcasting of TV spots, advertising in the papers, public relations articles, internet banner, PR events) in the Spring of 2007 was a follow up to the activities performed in 2006. 
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One-off information and promotional events
EU info line (Eurofon)

In the monitored period, two employees of the Ministry for Regional Development with expertise related to the EU Structural Funds worked as operators on the EU info line ("Eurofon"). Hence, the project of the Ministry for Regional Development successfully continued comprising also other communication tools of the Czech Republic’s Integrated EU information strategy: Eurocentre (an information centre, including regional information points) and Euroskop (web portal www.euroskop.cz).

In the course of 2007, approximately 13.3 % of calls received by the EU info line concerned the EU funds. In 2007, the number of replies to e-mail inquiries related to the same topic totalled 893.
Seminars, workshops, conferences, fairs
Representatives of the CSF Department continued to participate in a number of conferences, seminars and workshops, either as organizers, partners or guests. Within the CSF working groups, a number of training courses and seminars for the staff of the managing authorities (or intermediate bodies) specializing in specific issues of the SF implementation (monitoring, evaluation, horizontal priorities, etc.) were organized.

For education and training focused on specific technical matters of the CSF management the services of foreign experts were frequently sought – usually from EU Member States (in particular representatives of the European Commission, foreign educational or training agencies, etc).
Examples of successful CSF communication activities performed in 2007

ABC of EU Funds publication
The main aim of this project was to present the EU regional policy, the Structural Funds and operational programmes of the Czech Republic for the 2007-2013 period. The target group of this project was the general public which is why a simple and comprehensible form of the publication attractive for this segment of population was opted for.

The brochure has 28 pages, each of which covers one operational programme, and contains basic information for applicants, including the contact points. A total of 32,000 copies were distributed especially through the network of Eurocenters and by managing authorities and intermediate bodies of the existing operational programmes.
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Communication strategy for operational programmes
The underlying strategic documents relevant to the implementation of the OP communication strategy in the monitored period include "Communication Action Plans for OPs for 2004-2006, or the "Plans of Communication activities for 2007". 

In the monitored period, the managing authorities of operational programmes continued to perform information and promotional activities focused on the promotion of programmes among the general public and to a certain degree also to the group of potential projects applicants and holders. Hence, the key communication activity of all the operational programmes in 2007 was the presentation of successfully implemented projects (giving specific examples) in the form of printed brochures, CD-ROMs, TV spots, print advertising and last but not least, the Internet.

The Internet was an important information tool: each operational programme provided information both through its own website (most frequently designated sections on the server of the respective ministry), websites of its intermediate bodies and at the same time contributed to a limited degree to its own section (bookmark) under www.strukturalni-fondy.cz.

The information activities of operational programmes in 2007 covered also the organisation of thematic seminars and workshops (particularly on the topics of implementation, monitoring and winding-up of projects), namely at both the central and regional level.

The operational programmes also arranged for information activities focused on promoting the 2007-2013 programming period.
4.6 Technical assistance
The Commission Regulation (EC) No 448/2004, Rule No 11, Para 2 (originally Commission Regulation (EC) No 1685/2000 Rule No 11 para 2) makes it possible for the CR to finance from the Technical Assistance the costs of preparation, monitoring, evaluation and control necessary for the management and implementation of the Structural Funds. In line with the above referred to Regulation, the Technical Assistance covers activities that will support effective management, control and monitoring of the CSF implementation.

To simplify the administration of these funds and given that the final beneficiary of the CSF Technical Assistance is the Ministry for Regional Development, the CSF Technical Assistance is included in Priority 5 Technical Assistance of the Joint Regional Operational Programme. Specifically, in Measure 5.2 – Technical assistance for the CSF (Chapter 4.5.2 of the JROP Programming Document).

The total financial framework of the CSF Technical assistance amounts to EUR 6.8 mil. for the 2004-2006 programming period. The Structural Funds (ERDF) contribution accounts for 75 %, while the remaining 25 % is provided from the state budget.

The Plan of Drawing Technical Assistance for the whole 2004-2006 programming period and the annual absorption plans are subject to approval by the Community Support Framework Monitoring Committee. The final beneficiary, recipient and the relevant body in drawing the CSF Technical Assistance is the CSF Managing Authority
. The CSF Technical Assistance is also drawn by the Paying and Certifying Authority and other MRD departments (e.g. Monitoring System Administration Department, Public Investments Department, Control Department, Section of the NSRF Negotiation).

Progress of the JROP Measure 5.2  – Technical assistance for the CSF as of 31 Dec 2007 according to the SMT
Progress of the measure – the number of projects
	
	Number as of 31 Dec 2006
	Number as of 31 Dec 2007

	Projects under examination
	50
	70

	Rejected projects
	1
	2

	Approved projects
	156
	163


Progress of the measure - financing
	
	As of 31 Dec 2006 EUR
	% of the total budget for the measure
	As of 31 Dec 2007 EUR
	% of the total budget for the measure

	Total budget
	6 782 954
	-
	6 782 954
	-

	Projects under examination
	2 323 797
	-
	5 004 536
	-

	Approved projects
	2 758 737
	41
	3 030 725
	45

	Realised expenditure
	2 234 550
	33
	2 565 815
	38

	Certified expenditure
	1 789 540
	26
	1 827 278
	27


Progress of the measures - description
Total budget (EU and national public sources) EUR 6 782 954 
In case of conversion into CZK the value of a part of the budget (EU sources) changes as a result of the continuous drop in the CZK/EUR exchange rate, which started already in mid 2004. Due to the specific nature of this measure and ongoing attention paid to this measure by the JROP MA and CSF MA,  there has been no over-commitment under this measure.

Projects under examination 70

By the end of the monitored period, a total of 70 projects were under examination or selection. These were projects approved by the Technical Assistance Committee and their implementation was commenced in the course of the 1st quarter of 2007. 

The budget of projects under examination  EUR 5 004 536 

Rejected projects 2

It concerns 2 projects, which though approved by the TA Committee, have never been implemented.

Approved projects 163 

The total number of TA projects under implementation which have not been refunded to the final beneficiaries from public sources. 

The budget of approved projects  EUR 3 030 725 
It is the sum of all public funds for all approved projects. As of 31 Dec 2007, the budget of approved projects did not exceed the total budget of the measure, unlike other measures where the over-commitment is created as a consequence of declining EUR/CZK rate. No over-commitment is expected under this measure.

Conducted tenders and the most frequent mistakes made by the FBs

All the procedures for the implementation of JROP Technical Assistance are laid down in the JROP TA Manual in accordance with the Community and CR legislation and the MRD internal regulations. The manual is binding and provides detailed description of conditions for the award of public contracts. 
Realised expenditure  EUR 2 565 815 
All the public funds that were paid by the final beneficiaries for implemented and checked operations. The realised public expenditure equals 38% of the total public budget. The whole amount has not been certified yet.

Certified expenditure  EUR 1 827 278 

The sum of all expenditure from public sources which the MA has authorised and the Paying and Certifying Authority has certified. This is expenditure converted at the relevant rates at the moment the Paying and Certifying Authority enters it into the Viola information system.

Progress of the measure implementation - Summary
Approved/budget 45 %
Under Measure 5.2, the approved value amounts to almost 50 % of the budget of the measure.

Realised/budget 38 %
38 % of the total public budget for the measure has already been realised.

Certified/budget 27 %
Under Measure 5.2,  27 % of total public funds of this measure have been certified by the Paying and Certifying Authority. 

Overall evaluation/risks 
The remaining unabsorbed funds from the total allocation for CSF Technical Assistance have already been contracted. The Managing Authority will keep making corrections of contracted and absorbed resources.

Significant projects of the CSF Technical Assistance implemented in 2007

1. Projects implemented in order to ensure adequate staffing 

In 2007, the projects intended to ensure adequate staffing for EU SF implementation and management covered the costs incurred by 1 employee of the European Funds Department, 3 employees of the Monitoring System Administration Department and staff of the Section of the NSRF Negotiation. In the monitored period, a total of CZK 5 785 704 was paid under the above mentioned projects.

The CSF TA funds are also tapped by the Paying and Certifying Authority (MoF NF) to ensure adequate staff for the management of SF/CF financial resources. Under the project, a total of CZK  4 971 889 was paid from the state budget in the monitored period and CZK 8 798 111 remains to be paid by the end of 2008 with respect to the approved project application.
2. Projects focused on training of the MRD and the Paying Authority staff
“Framework project for foreign trips and seminars in the CR“ 

“Framework project for seminars, trainings, business trips and conferences for the Paying Authority staff”

The main aim of implementation of the above referred to projects was particularly to share experience from the 2004-2006 programming period and to build on such experience in the preparation of the new programming period. The staff of the CSF MA and the Paying and Certifying Authority participated in a number of training activities and seminars held both in the CR and abroad, during which they acquired additional knowledge in the area of EU Structural Funds and shared experience with the other EU Member States that they can use in the implementation of operational programmes in the CR.

3. Projects focused on the preparation of monitoring system for 2007-2013 period
“Modification of the “Data for SFC2007“ module in MSC2007 for the transfer of data into the SFC2007 European database in a required scope in accordance with EC Regulations Nos 1083/2006 and 1828/2006“

The aim of the project is to ensure the electronic exchange of data in accordance with Council Regulations (EC) Nos 1083/2006 and 1198/2006 and implementing EC Regulation No 1828/2006 and implementing EC Regulation to Regulation No 1198/2006, from MSC2007 to SFC2007 EC database and to prepare the “Data for the SFC” module in MSC2007 for the MA/PCA/CPNF activities in data authorisation.

“Optimisation of financial monitoring in MSC2007 and MSSF-CENTRAL“

The aim of the project is to optimise financial monitoring in MSC2007 and MSSF-CENTRAL and to satisfy the information needs of the Paying and Certifying Authority and other entities requesting adequate outputs from financial monitoring in the scope as newly required by the Paying and Certifying Authority of the MoF CR, in line with the EC Regulation No 1083/2006 and No 1828/2006, Act No 218/2000 Coll., on budgetary rules (as amended), and Decree No 323/2002 Coll., on budget structure (as amended), the Methodology of financial flows for the 2007-2013 programming period and 2004-2006 programming period, the Methodology of certification of expenditure for the 2007-2013 programming period and for the 2004-2006 programming period.

5 ENSURING COMPLIANCE WITH COMMUNITY POLICIES
5.1 Competition
In accordance with the role of the Office for the Protection of Competition as a coordination, monitoring and consultancy unit in the field of state aid, defined in Act No        215/2004 Coll., laying down certain relations in the field of state aid and on amendment to Act on the Support of Research and Development, the Office in the course of last year provided consultations and issued opinions on specific projects. The Office was also involved in the development of notification forms related to the notification obligation under programmes or ad hoc state aid, and arranged for their forwarding to the European Commission. Measures were announced under which state aid will be provided based on one of the block exemptions. The implementation of these measures can be initiated prior to the endorsement by the European Commission provided all the conditions laid down in the respective block exemption are complied with.  

Last year the draft amendment to Act No 215/2004 Coll., laying down certain relations in the field of state aid and on amendment to Act on the Support of Research and Development was subject to comment procedure. The aim of this draft is particularly to extend the scope of the Act to also cover agriculture and fisheries which are not governed by any direct legislation. The responsibility for the state aid should be born by the so called coordination authority, i.e. the Ministry of Agriculture in the area of agriculture and fisheries and the Office in the other areas. The proposed amendment aims at the elimination of shortcomings that ensued from the application of the existing Act as well as the improvement of effectiveness of registration and control of the utilisation of de minimis state aid. In this context the proposal reckons with the establishment and operation of a central register for de minimis state aid. 


In 2007, the Office also participated in the drawing up of new EC legislation in the field of state aid, namely the regulations governing the granting of state aid in the field of environment, venture capital and state guarantees. The Office was also engaged in discussions on future design of the so called super block exemption. It should simplify and clarify the conditions for granting state aid which is not subject to notification obligation vis-à-vis the European Commission. At present time the following types of block exemptions are available stipulated by the European Commission Regulations exempting in case of fulfilment the respective conditions the following categories of state aid from the notification obligation: aid for small and medium-sized enterprises, research and development aid in favour of SMEs, aid for employment, training aid and regional aid. The listed block exemptions shall be integrated into a single block exemption and in addition to that the EC also proposes to extend its scope for environmental aid, aid in the form of venture capital and research and development aid for large companies. According to the updated information of the European Commission, the adoption of the general block exemption Regulation is expected by the mid 2008. The Office was also involved in the modifications to the existing interactive system of state aid notification and in amending the rules of procedure.

5.2 Public contracts
Since 1 July 2006, public procurement in the Czech Republic has been governed by Act No 137/2006 Coll., on public contracts. The Act and its implementing regulations are described in more detail in the Community Support Framework Annual Implementation Report for 2006.   

In the course of 2007 the Act was twice amended. The first two technical amendments were brought about by changes in the national legal order. 

Part Thirteen of Act No 110/2007 Coll., on some measures in central state administration body in connection with the dissolution of the Ministry of Informatics and on amendments to some related Acts, delegated the competence of the Ministry of Informatics in the area of attestation of electronic tools used in tenders to the Ministry of Interior. The Act became effective on 1 June 2007.

Act No 296/2007 Coll., amending Act No 182/2006 Coll., on insolvency and its resolution (Insolvency Act), as amended, and some laws in connection with its adoption adjusted the terminology of the Act on public contracts to the new Insolvency Act. The act took effect on 1 January 2008.

Throughout the second half of 2007, the Act No 76/2008 Coll., amending Act No 137/2006 Coll., on public contracts, as amended by Act No 110/2007 Coll. was drafted. The amendment to this Act consisted in the following:

· change in the method of transposing the thresholds set out in the current wording of Directives 2004/18/EC and 2004/17/EC into the national body of laws. The thresholds are now instead of the Act on public contracts set out in the Implementing Order of the Government No 77/2008 Coll., on setting out thresholds for the purposes of Act on public contracts, on defining the goods acquired by the Czech Republic – Ministry of Defence to which special threshold applies, and on converting the amounts set out in the Act on public contracts. The Government Order No 77/2008 Coll. sets out the thresholds with effect from 1 January 2008 as added into the Directives 2004/18/EC and 2004/17/EC by Commission Regulation (EC) No 1422/2007 and converted to Czech crowns as laid down by Commission Communication (2007/C 301/01).

· specification of the wording of derogation from Act on public contracts in case of the awarding of service contracts in research and development. It is newly expressly stated that the derogation applies solely to the purchase of services, not to the purchase of supplies or works,

· correction of minor legislative and technical errors.

Act No 76/2008 Coll. took effect together with Government Order No 77/2008 Coll. on 15 March 2008. At the same time Government Resolution No 304/2006 Coll., on conversion of thresholds set out in Act on public contracts in euro to the Czech currency and on defining the goods acquired by the Czech Republic – Ministry of  Defence to which special threshold applies set out in the Act on public contracts. Its content was also replaced by Government Order No 77/2008 Coll.

In addition to that, Act No 30/2008 Coll., amending Act No 139/2006 Coll., on concession contracts and concession procedures (Concession Act) and implementing Government Order No 78/2008 Coll., laying down thresholds for the purposes of Concession Act were adopted. Subject of these regulations was the transfer of thresholds from the Act to the implementing Government Order and the correction of minor legislative and legal errors.

Act No 137/2006 Coll., on public contracts has been since the very beginning SMEs friendly:

· the Act enables any supplier to prove the fulfilment of certain part of his qualification required by the contracting authority by the subcontractor, 

· the Act enables the contracting authority to split the public contract into parts provided that its nature allows for it, and to award its parts to various suppliers, 

· the Act imposes an essential obligation to publish a notice on any public contract for the amount exceeding CZK 2.000.000,- net of VAT (in a public contract for works exceeding CZK 6.000.000,- net of VAT) on the website Information system on public contracts – publishing subsystem, namely also in public contracts published at the same time in the Official Journal of the European Union,

· the contracting authority is entitled to use the less formal simplified below-the-threshold procedure where the expected amount of public contract is lower than the thresholds set out in the current wording of Directives 2004/18/EC and 2004/17/EC. Within the simplified below-the-limit procedure, the notice does not have to be published on the Information system on public contracts – publishing subsystem website. 

5.3 Environmental protection and improvement
The environmental protection policy has been included in the basic objectives set out in the Treaty on European Union. The basic objectives of protection of the environment are embedded in Article 174 of the EC Treaty and are the following: 

· preserving, protecting and improving the quality of environment, 

· protecting human health, 

· prudent and rational utilisation of natural resources, 

· promotional measures at international level to deal with regional or worldwide environmental problems. 

At present the core of the EU environmental activities follows the objectives set out in the Sixth Environment Action Programme setting the environmental objectives for 2001-2010. Its priorities are the starting point for the State Environmental Policy of the CR (SEP) for 2004-2010 which defines the consensual framework for long-term and medium-term directing of the environmental dimension of sustainable development in the Czech Republic.
Although it is a governmental document, its implementation requires an active participation of the general public, partners in the business sector, NGOs, science and research, and also other entities, undoubtedly also the local self-government. 

In order to meet the objectives of the policy leading to the protection and improvement of environment, the following set of basic principles of environmental policy should be adhered to: 

· principle of high level environmental protection, 

· precautionary principle, 

· prevention principle, 

· "polluter pays" principle, 

· principle of integration, 

· subsidiarity principle, 

· sustainability principle. 

Among the main objectives of the Sixth Environment Action Plan are first and foremost  to improve the implementation of environmental legislation in the EU Member States, to integrate environmental concerns into the decisions taken under other policies and to encourage citizens and businesses to work for the environment. 

Especially recently the attention was paid to the climate change. One of the principal objectives of the SEP is to decrease the emissions of greenhouse gases and to decrease their emissions per inhabitant and per unit of GDP. In this respect the Czech Republic is meeting the Kyoto Protocol. Another aim of the SEP is to decrease air pollution and to improve the air quality which is associated with observing the emission ceilings for selected pollutants and complying with the emission limits for PM10
 concentration and for tropospheric ozone.  

In the field of improving the cleanliness of surface and ground water, the SEP aims at meeting the requirements laid down by Council Directive 91/271/EEC concerning urban waste water treatment by 2010 and to ensure by 2010 the supplies of quality drinking water to 91 % of population.

Another major objective of the SEP is to halt the loss of biodiversity. There are ever more indigenous species endangered while some are already extinct. The preservation of endangered species considerably benefits from the implementation of rescue programmes and management programmes for particular selected species and stabilisation of their population in habitats. An efficient way assisting in the protection of biodiversity is the set up of Natura 2000 network. The Natura 2000 network is composed of 2 types of sites: sites of European importance (designated under the Habitats Directive - 92/43/EEC) and  birds sites (designated under the Birds Directive - 79/409/EEC). The Natura 2000 network is established across Europe and incorporates territories important in the Europe-wide perspective. 

In the sector of energy, the SEP aims to ensure permanent decrease of energy intensity and lower share of solid fuels in the total consumption of primary energy sources. It is linked to the support for production of electricity and thermal energy from renewable energy sources in order to attain the objectives set out in the SEP – to achieve 6% share of renewable energy sources in the total consumption of primary energy sources by 2010 and to cover 8 % of gross electricity consumption by electricity from renewable energy sources by 2010.

In the field of waste management, the SEP sets out especially objectives focusing on the   reduction of material intensity of production and increase in the material and energy use of wastes, reduction of weight share of wastes deposited in landfills and responsible management of hazardous waste.

Projects which are supported under the operational programmes coherent with the National Development Plan both in the 2004 – 2006 and 2007 – 2013 programming period are evaluated, as appropriate, in terms of the reference objectives of the environmental protection so that the implementation of these projects proceeds towards the achievement of objectives set out in the SEP. Supported are also projects which contribute to the achievement of reference objectives of environmental protection or are neutral to them, i.e. their implementation will not affect the achievement of reference objectives.
5.4 European employment policy
In the context of national strategies and policies in the employment and human resources area, the situation prevailing in 2007 indicates that for the preparation of operational programmes for the 2004 – 2006 programming period co-financed from the European Social Fund the key reference documents were the following: National Employment Action Plan for 2002 to ensure compliance with the National Employment Strategy, Joint Assessment of Priorities of the Employment Policy of the CR to ensure necessary conformity with the European Employment Strategy, Joint Memorandum on Social Inclusion in terms of the compliance with common objectives for combating the poverty and social exclusion of the EU and Long-term Plan on Education and Development of Education System of the CR for the compliance with the national strategy of education.

In the course of 2007, no amendments were made to the above referred to documents. In 2007, the implementation of the key strategic document – National Reform Programme of the CR for 2005-2008 which was drawn up in 2005 continued. The National Reform Programme should contribute to better fulfilment of objectives of the reviewed Lisbon Strategy and to the implementation of necessary reforms in the CR. The requirement to draw up this national reform programme was also included in the conclusions of the European Council held in June 2005. The NRP is a binding concise political document on priorities and measures to be implemented in the CR in the field of macro-economy and micro-economy and in the employment policy in relation to the Lisbon strategy with the view to stimulate the economic growth and employment in the upcoming period of three years. 

In 2007, the Operational Programme Human Resources and Employment (OP HRE) was drawn up defining priorities for the support of human resources and employment granted from the European Social Fund in the 2007-2013 period. In the development of the OP HRE relevant EU documents were taken into account – Communication from the Commission “Cohesion Policy in Support of Growth and Jobs: Community Strategic Guidelines, 2007-2013“ COM (2005) 299, Communication from the Commission to the Council and the European Parliament – “Common Actions for Growth and Employment: The Community Lisbon Programme“, COM (2005) 330 and the proposal for a Regulation on the European Social Fund.

The underlying principle point for the focus of the national employment policy is the reviewed Lisbon Strategy of the European Union or the “Strategy for Growth and Employment“. In 2007, the MoLSA set out the tasks for the national employment policy based on the analysis of labour market situation, amount of funds committed within the state budget to the employment policy, and commitments of the CR arising from agreements concluded between the Czech Republic and the EU and OECD. In line with the National Reform Programme, an integral part of the employment policy became the programmes of economic policy of the government directed at the growth of economic performance and strengthening the competitiveness of businesses, industrial policy programmes for the support of investments, creating favourable environment for enterprise, further privatization and completion of restructuring, budgetary policy measures, particularly the reform of public budgets and taxes, educational programmes of schools, etc. The MoLSA and labour offices pursued the active employment policy (AEP) focusing predominantly on the increase of employment and employability of job applicants.

In 2007, the focus of the AEP was formulated in dependence on the allocated volume of funds from the approved state budget and in connection to the labour market situation:

· groups of unemployed persons at risk in the labour market (young people under 25 years of age and university graduates 2 years following their successful graduation from the university, persons aged 50 and more, long-term unemployed),

· AEP tools,

· strengthening active cooperation with employers for mutual provision of information on possible solutions of unemployment in the region,
· as concerns the employment of disabled persons, the preference given to the support for creation of sheltered jobs especially in the free labour market,

· utilisation of funds from the European Social Fund, i.e. Operational Programme Human Resources Development, or Single Programming Document for Objective 3 of the NUTS 2 region the City of Prague, first and foremost through the implementation of national programmes, inter-regional and regional grant schemes,

· addressing specific issues in the area of employment in regions and specific group of vulnerable persons at risk in the labour market through the implementation of regional targeted programmes to tackle employment at the local, district and regional level (Section 120 of Act on Employment). 

The above mentioned directions were set out in connection to the fulfilment of specific objectives of the European Employment Strategy.
5.5 Equal opportunities
The approach of the Czech Republic to equal opportunities issues is embedded in the document entitled Government Priorities and Procedures for the Enforcement of the Equality of Men and Women (since July 2007 called Priorities and Procedures for the Enforcement of the Equality of Men and Women) which is annually updated. 
On 27 April 2006 the EU Council approved the proposal of Decision of the European Parliament and the Council establishing the European Year of Equal Opportunities for All (2007) – towards a just society (EYEO 2007) and on 17 May 2006 the document was adopted by the European Parliament. By joining this initiative all the 27 EU Member States committed to put even more efforts in combating discrimination which is still faced by some EU citizens. The objective of the EYEO 2007 is to raise awareness of general public of anti-discrimination policy of the EU and of the right to equality for all ensuing from the official decisions of the European Commission. An integral part of the campaign is the effort to launch a public and professional discussion on the unlawfulness of discrimination based on sex, racial or ethnic origin, religion or belief, disability, age or sexual orientation.
The MoLSA pursuant to Government Resolution No 6/1998 coordinated the national policy on the position of women in society. This competence was, however, by reference to Government Resolution No 762/2007 delegated as of 1 Jan 2008 to the Office of the Government of the CR (The Government Council for Equal Opportunities of Women and Men). 
The Government Council For Equal Opportunities of Women and Men (hereinafter referred to as the “Council”) was established pursuant to Government Resolution No 1033/2001 as the Government advisory body in the area of creating equal opportunities for women and men. The Czech Republic thus declared its commitment to address the area of equal opportunities in a responsible and consistent manner. In 2007, the Council relaunched its activity. The Chairlady of the Council is the Lady Minister of the Government for Human Rights and National Minorities. As the Government advisory body it shall submit to the Government recommendations and proposals for efficient creation of equal opportunities of women and men. Members of the Council are also members of the monitoring committees of some operational programmes.
Equal opportunities are one of the CSF horizontal objectives. The Community Support Framework document sets out the requirement to monitor the impact on equal opportunities in the selection and implementation of projects under all the measures.

5.6 Roma minority issues
Roma communities belong to one of the groups most at risk of and most affected by social exclusion and exposed to high level of discrimination in the labour market. The key problems include the long-term unemployment, insufficient level of education, limited access to further education, insufficient orientation in the legal and social order of the Czech Republic but also in other spheres of life. The European Commission as well as the Ministry of Labour and Social Affairs of the Czech Republic place special emphasis on the issues related to Roma communities in the Czech Republic in the implementation of programmes under the European Social Fund. For this reason the Managing Authority of the Operational Programme Human Resources Development (OP HRD), SPD Obj. 3 and other ESF programming documents carry out a number of supporting activities in the area of support for social integration of the Roma minority. These activities are inter alia associated with the activities of the Working group for Roma communities affairs that is coordinated by a representative of the Managing Authority of the OP HRD. In connection to the Group's activities, the Managing Authority of the OP HRD carried out certain activities relating to the support for the inclusion of Roma communities through the European Social Fund. 
In 2007, the Operational Programme Human Resources and Employment for 2007 – 2013 period was drafted in which the separate Priority axis 3 is devoted to social integration and equal opportunities. Under this priority axis special attention will be paid to the members of Roma communities. 

The aim of this separate part of support is to ensure a uniform and adequate access to quality and available services for the members of socially excluded Roma communities that helps this target group come back to the society and labour market as well as maintain their position in the labour market. This area of support will also target at preventing the growing  social exclusion of Roma communities through preventive measures and better attitude of mainstream society to the addressing of these issues. At the national level system measures will be implemented to tackle the issues of socially excluded Roma communities in order to enhance the effectiveness and stability of the provision of services and implementation of other activities for this target group.

5.7 Common agricultural policy
The Operational Programme Rural Development and Multifunctional Agriculture has been designed in accordance with the reform of the Common Agricultural Policy under the Agenda 2000 approved by the European Council in Berlin in 1999, and focuses on the following main objectives:

· increasing market focus and improving competitiveness,

· food safety and quality,

· stabilizing agricultural income,

· integration of environmental issues into the agricultural policy,

· development of viable rural areas,

· simplification and strengthening of decentralization.

6 IMPLEMENTATION OF MAJOR PROJECTS AND GLOBAL GRANTS
6.1 Global grants under OP HRD
The Global Grant is implemented under Priority 2 Social integration and equal opportunities, namely through Measure 2.3 Strengthening the capacity of providers of social services.

The purpose of the Global Grant is to make the OP HRD funds accessible to such NGOs which are capable of fulfilling the objectives and indicators of the measure but whose capacities are still not developed enough for them to be able to apply for such funds in the framework of standard mechanisms valid for the mainstream OP HRD. 
The objective of the Global Grant is to ensure the level playing field in access to education, employment and other social and career opportunities for members of groups at risk of social exclusion.

NGOs shall act especially for the benefit of the following groups of persons at risk of social exclusion:

· long-term unemployed,

· physically and mentally disabled persons,

· persons taking care of a child or other family members who are in need of care,

· youth with socially disadvantaged background,

· members of Roma community,

· ethnic minorities, including migrants,

· homeless persons,

· persons after having served the sentence,

· victims of crime, domestic violence, trafficking in human beings.

The intermediate body and also the final beneficiary is the Foundation for the Development of Civic Society (NROS) which administers the measure in cooperation with regional local governments in individual regions. 

A total of 232 projects were selected for implementation totalling CZK 164.1 million. Altogether 229 projects were contracted whose realised expenditure amounted to CZK 76.8 million. The minimum amount per project is set at CZK 150 000, while the maximum is CZK 650 000.

In 2007,  the 3rd call under the GG was published, the projects under this call have been implemented since 1 Jul 2007.
Global Grant under the OP HRD
	Entity announcing the call
	No of the call
	Date of announce-ment of the call
	Allocation per call
(in thousand CZK)
	Selected projects

	
	
	
	
	Number
	Amount
(in thousand CZK)

	NROS
	01
	10 Jan 2005
	   64 045
	  105
	   61 078

	NROS
	02
	21 Nov 2005
	   45 584
	    79
	   45 584

	NROS
	03
	26 Feb 2007
	   26 203
	    48
	   26 203


6.2 Global grants under SPD Obj. 3

GG falls under Priority 2 of the SPD Obj. 3 – Social integration and equal opportunities.

Measure 2.3 is primarily intended for building capacities of small, start-up and inexperienced organisations which would otherwise have no chance to succeed with their applications for projects under other measures or which would not even dare to apply. 

GG financial framework under SPD Obj. 3 (in €)

	Measure 2.3
	Total
	Public expenditure total
	Community contribution – ESF only
	National public co-financing – MoLSA
	National public co-financing – City of Prague
	Other

	2004
	384 220
	384 220
	192 110
	192 110
	0
	0

	2005
	391 904
	391 904
	195 952
	195 952
	0
	0

	2006
	399 742
	399 742
	199 871
	199 871
	0
	0

	Total
	1 175 866
	1 175 866
	587 933
	587 933
	0
	0


Projects implemented under the GG rank among the so called small projects, maximum amount of eligible expenditure has been set at CZK 650 000.
The intermediate body and at the same time the final beneficiary of Measure 2.3 is the Foundation for the Development of Civic Society (NROS). 
Originally, it was expected that two rounds of calls for submission of applications for financial contribution within the GG under SPD Obj. 3 would be open during the 2004-2006 programming period. By Decision of the European Commission the manner of financing the administrative costs of grant schemes was changed in October 2006. The administration of Global Grant under SPD Obj. 3 is covered from Measures 5.1 and 5.2 of SPD Obj. 3 resources (Priority 5 Technical assistance). In connection to this change in financing the NROS administrative costs, the amount originally earmarked for the GG administration by NROS was released for the support of grant projects. For this reason the 3rd call was announced in 2007.  

A total of 162 grant projects were submitted under GG SPD Obj. 3, of which 62 projects were selected for implementation and contracts were concluded for the total allocation. 

In terms of the fulfilment of schedule of absorption, the GG is the fastest measure under SPD Obj. 3, nevertheless it concerns a fairly low share in the total volume of funds of the programme.
6.3 Major projects
No major investment projects as defined in Article 25 of Council Regulation (EC) No 1260/1999 of 21 June 1999 laying down general provision on the Structural Funds were implemented in the Czech Republic in the entire programming period. For the benefit of major projects to be implemented under the 2007-2013 programming period, the utilisation of findings comprised in the “Special report No 1/2008 concerning the procedures for the preliminary examination and evaluation of major investment projects for the 1994–1999 and 2000–2006 programming periods“ drawn up by the European Court of Auditors in 2007 is foreseen. 

7 ANNEXES
7.1 Standard monitoring tables
� Only the branches more important in terms of employment, i.e. with at least 20 thousand employees.


� Convergence Programme of the CR – November 2007


� Report on the Implementation of the National Lisbon Programme 2005-2008


� In September 2007 the reform measures were adopted by the Chamber of Deputies of the Parliament of the CR.


� Forecast of the Ministry of Finance of the CR


� Convergence Programme of the CR – November 2007


� Czech National Bank (CNB) – 22 Feb 2008


� CNB


� CNB – 22 Feb 2008; as of November 2007


� Assessment of the Fullfilment of the Maastricht Convergence Criteria and the Degree of Alignment of the Czech Economy with the Euro Area, MoF CR and CNB – approved on 19 Dec 2007 by Government Resolution No 1430


� ESCB – European System of Central Banks


� Act No 261/2007 Coll., on stabilisation of public finance approved by the Chamber of Deputies of the Parliament of the CR on 19 Sep 2007


� ERM II – Exchange Rate Mechanism II


� The Czech Statistical Office has so far not released the relevant data capturing economic development of the NUTS 2 regions in 2007. Thus the data for 2006 have to be used for the evaluation of development of economic disparities between regions.


� NRP has become the main factor for the breakdown of policies in the text below.


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


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


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


� Act No 130/2002 Coll., on the support of research and development from public resources and on amendments to some related Acts (Act on the Support of Research and Development)


� Principles, tools and proposals of priorities for fine-tuning the update of the Sustainable Development Strategy of the CR (2007)


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


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


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





� The Paying and Certifying Authority in the CR is the National Fund of the Ministry of Finance of the CR


� Private co-financing according to the contracted amount.


� The multi-fund programmes shall fulfil the N+2 rule with respect to each fund.


� Including the advance payment.


� It concerns only the tenders whose value exceeds CZK 2 million (in accordance with Act No 137/2006 Coll., on public contracts or in accordance with Act No 40/2004 Coll., on public contracts)


� Data given in the SMT in the Approved operations number and Budget columns present the number of operations and the amount of allocation of the approved sub-programmes under individual OPIE measures. Contrary to that, the Contracted operations column presents the number of issued decisions for individual projects (with the exception of loan programmes given in a separate table) and the budget of these projects for the purposes of SMT is converted at the current rate of exchange. That is why the value of Contracted operations can be higher than the value given in the Approved operations column.





� It was brought about by the change of methodology of financial flows (valid for all the programmes) under which the SF funds are included in the state budget. 


� Approved by Government Resolution No 1570/2005 of 7 December concerning the draft Concept of the control system in the Czech Republic focusing on financial control.


� Government Resolution No 601 of 30 May 2007 on the withdrawal of government Bill amending Act No 320/2001 Coll., on financial control in public administration and on amendment to some related Acts (Act on Financial Control), as amended, and Act No 561/2004 Coll., on pre-school, basic, secondary, tertiary professional and other education (the Education Act), as amended (Chamber of Deputies Document No 63), from further debate in the Chamber of Deputies of the Parliament of the Czech Republic.


� Act amending Act No 320/2001 Coll., on financial control in public administration and on amendment to some related Acts (Act on Financial Control), as amended.


� Council Regulation (EC) No 1083/2006, Regulation of the European Parliament and the Council (EC) No 1080/2006, Regulation of the European Parliament and the Council (EC) No 1081/2006, Regulation of the European Parliament and the Council (EC) No 1082/2006, Council Regulation (EC) No 1084/2006 and Commission Regulation (EC) No 1828/2006.


� The authorised audit body means any body authorised by the Audit Authority in line with Article 62 of Regulation of the European Parliament and the Council (EC) No 1083/2006 to carry out audits pursuant to para 1 of this Article.  


� The European Funds Department acted as ethe CSF MA until 20 June 2007 and on 21 June 2007 pursuant to the Decision of the Minister No 136/2007 the CSF, JROP and SPD Obj. 2 became the CSF MA.





� Suspended particulate matter.
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