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1. Executive Summary

Lithuania, Poland and Kaliningrad Region of Russian Federation Neighbourhood Programme
(hereinafter — the Programme) is one of the Cross-Border Cooperation Programmes which receive
assistance under Strand A of INTERREG III initiative of the European Communities.

In 2006 the implementation of the Programme was advancing substantially, although, due to
complicated Programme management structure and due to the fact that it took a long time for the
countries participating in the Programme to agree upon the legal documents, the institutions involved
in the management of the Programme faced problems, such as de-commitment of the funds due to the
application of n+2 rule, delays in the project implementation and absorption of the funds.

The main legal documents were approved by the countries participating in the Programme. On 4 May,
2006 the Memorandum of Understanding between the Government of the Republic of Lithuania and
the Government of the Republic of Poland on the implementation of the Programme was signed, which
separates the functions of the institutions responsible for the Programme management. Besides, the
main model subsidy contracts, reporting forms and procedures, were agreed and approved by the
countries, and also was agreed the usage of the technical assistance funds.

Up to the end of 2006 five calls for submitting the applications for funding (‘call’) were finalized — in
total 147 projects were approved. Almost all ERDF money (33,1 million) were allocated, and about
two thirds of TACIS money (5 million) were distributed. In 2006 an additional call was announced for
the remaining TACIS part (about 3 million), the applications submitted during which were approved in
2007.

At the end of 2006 the Programme faced the problem of de-commitment of the funds due to the
application of n+2 rule. As a result of efforts taken by all the main actors of the Programme and project
partners, the Programme experienced a loss of 284 620,29 EUR or 0,8 % of the total Programme
budget.

The subsidy contracts were not signed in a smooth and fast pace. Up to the end of the year 44 subsidy
contracts (out of 136) were signed for the ERDF amount of 13 million EUR (the Lithuanian part 2,7
million EUR and the Polish part 10,3 million EUR).

In 2006 measures were taken for the preparation of the future programmes, and for that purpose the

first meetings of the representatives of the countries participating in these programmes took place.



2. Major Changes in General Conditions of the Programme Environment

2.1. General Development in the Programme Area

From 2004 up to 2006 there was quite a significant decrease in the population of the Programme area,
i. e. approximately by 28 thousand people. A positive sign was increase in the population of the Polish
border regions.

In 2006 the Polish part of the border region area covered 62 674 km”. That year territorial changes
took place, which influenced the structure of sub regions. As a result, in comparison to 2004, in 2006
the eligible area slightly decreased. Besides, the total population of the area increased by over 2
thousand people, i.e. by 0.04 per cent. The biggest number of inhabitants was observed in Pomorskie
Voivodeship (2 199 th.), whereas the lowest rate was recorded in Podlaskie Voivodeship (1 199 th.).
The most populated subregion was region of Gdansk — Gdynia — Sopot, whereas the least inhabited —
Elcki subregion (45 people per km?).

The Lithuanian side of the border region had a population of roughly 869 630 and a population density
of an average of 45 inhabitants per km”. In comparison with 2004, in 2006 the population decreased by
approximately 2 per cent.

The population of Kaliningrad region decreased by 1.3 per cent.

Area Population in Population in Population in Change from Change from
the CIP the 2004 2006 2004 to 2006 in 2004 to 2006 in
the number of the number of
the inhabitants the inhabitants
in per cent
Lithuanian border ~ 897 000 8875227 869 630* - 17892 -2.01
counties
Polish border ~4 893 000 4825180° 4 827 333 ** 2153 0.04
regions
Kaliningrad ~ 940 000 949 657 *** 937353 - 12304 -1.30
region
Total ~ 6730 000 6 662 359 6634316 -28 043 -0.42

** Source: Statistical Yearbook of Regions — Poland, Warsaw, December 2006.

ok State Statistics Services in the Kaliningrad region (user.gazinter.net/statistic39)
1

2 Source: Statistical Yearbook of Regions — Poland, Warsaw, December 2005.
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In GDP and employment sphere one may observe no major changes in the Programme area in recent

years. There was growth in the total GDP and in the GDP per capita', the monthly wage went up, and

the unemployment rate went down”. The unemployment rate fluctuated between 29,0 % in Etcki sub

region (Poland) and 3,0% in Marijampole county (Lithuania).

&
Area GDP GDP GDP GDP per GDP per GDP per
(millions (millions (millions capita* (euro) | capita* (euro) | capita* (euro)
euro)* in the euro)* in euro)* in in the CIP in 2004 in 2005
CIP 2004 2005
Lithuanian 3004 3 781%* 4 305%* 3348 3 866** 4 375%*
border
counties
Entire country | Not indicated 18 084** 20 621** Not indicated 5271%* 6 100**
(Lithuania)
Polish border 18 646 231321 26 377*** 3810 47941 5 464%**
regions
Entire country | Not indicated 212715 242 705**** | Not indicated 5572 6361 *¥k*
(Poland)
Kaliningrad 870 1 901 ***x 3333° 922 2 QQ7**k*k 2933 7
region
Entire country | Not indicated | 421 887%**** 776 264> | Not indicated 2 95Tk HAAN 6698~
(Russia)
Average total 7507 9 605 11338 3346 3556 4257
in the area
" # %
"in 2003; Source: Statistical Yearbook of Regions — Poland, Warsaw, December 2005.
**% in 2004; Source: Statistical Yearbook of Regions — Poland, Warsaw, December 2006.
% in 2004 ( ) * b = &f ——- # -
0 1 t
2 &../ # $ # 2 "
3
Area Average Average Average Unemployme | Unemployme | Unemployme
monthly monthly monthly nt Rate% ** nt Rate% ** nt Rate% **
wage* (euro) | wage* (euro) | wage* (euro) in the CIP in 2004 in 2005
in the CIP in 2004 in 2005
Lithuanian 250 280 309%** 14.0 11" 6.1%%*
border
counties

! The data about the Lithuanian border counties were available for the year 2005, the data about the Polish border counties for the year
2004, and the data about the Kaliningrad region for the year 2006.
% The data about the Lithuanian border counties were available for the year 2005, the data about the Polish border counties and
Kaliningrad region for the year 2006.



Entire country | Not indicated 3331 370%** Not indicated 11.4" 8.3%**
(Lithuania)
Polish border 478 5397 565%%k* 21.1 19.9° 16.1 3wk
regions
Entire country | Not indicated 5937 621 %*** Not indicated 17.62 14.9 *x**x
(Poland)
Kaliningrad 72 - 316° 6.9 - 14°
region
Average total 390.91 - 397 18.4 - 7.9
in the area
T # %
& 8.4 Yearbook of Regions — Poland, Warsaw, December 2005.
**%%* in 2005; Source: Statistical Yearbook of Regions — Poland, Warsaw, December 2006.
**EE* in 2006, ( ) * +, —+ &..] ——- # * _
0 1 ¢
3 &../ # $ # 2 "

%

From 2005 up to the recent school year in the Programme area the most obvious changes were a
significant fall in the number of secondary schools and a rise in higher educational institutions. The
number of colleges and universities increased to a smaller extent than the numbers of the above —
mentioned institutions.

In comparison with the data of the annual report of 2005, in the school year of 2006-2007 in the
Lithuanian border counties and in the country as a whole there was quite a significant decrease in the
number of secondary schools and a slight increase in the number of vocational schools. The number of
the other educational institutions remained the same.

In Polish border regions and the entire country the number of colleges decreased, and numbers of the
other kinds of educational institutions increased in the school year of 2005-2006 in comparison to the
data of the previous school year.

In Kaliningrad region in the recent school year the number of higher educational institutions increased,

and the numbers of the other educational institutions remained almost the same.

Area

Secondary
schools in the
CIP

Secondary
schools in
2005

Secondary
schools in the
school year
2006-2007

Technical*/
vocational
schools in the
CIP

Vocational
schools in
years 2005

Vocational
schools in the
school year
2006-2007




Lithuanian

782 447 408** 36 20 22%*
border
counties
Entire country Not 1634 1502** Not 73 80**
(Lithuania) indicated indicated
Kaliningrad 306 287 ¢ 286 ¢ 5 25¢& -
region
Entire country | Not indicated 61490 % 62 500 * Not 6378 ¢ 6297 ¢
(Russia) indicated
Polish border 726 7843 785 *xx 747 7633 Not indicated
regions
Entire country Not 6171° 6225%%* Not 55453 Not indicated
(Poland) indicated indicated
Total in the 1814 1518 1479 788 808 -
area
6 7 - 8 - 6#
7 - 2
#
&..5
& # $ # 2
¥ &..508..4 ( ) v * t, = &..4
&..4%. ./ ( ) — &../
4
Area Colleges | Colleges | Colleges | Higher Higher Higher | Universi | Universi | Universi
in the in 2005 in years | educatio | educatio | educatio ties in ties in ties in
CIP 2005/200 nal nal nal CIP 2005 years
6 institutio | institutio | institutio 2005/200
ns in ns in ns in 6
CIP 2005 years
2005/200
6
Kaliningr 8 6 10 122 2 22 272
ad region
Entire Not Exact 1250 Not 1061 2 1068 * Not 3132 Not
country | indicated | data not indicated indicated indicated
(Russia) available
Polish 276 325! 308* 339 460 ! 825%* 41 54! 56%*
border
regions
Entire Not 2517 2450%* Not 3476 3 719% Not 420! 438*
country | indicated indicated indicated
(Poland)
Total in 291 338 - 357 480 - 43 58
the area
) " * +, —+ &..
) * b - &..4
& # $# 2 a




According to the data of State Border Guard Service of the Republic of Lithuania and Border Guard of
the Republic of Poland, the number of Poland’s road crossings with Lithuania increased from 2 up to 3
(additional crossing Kapciamiestis-Berzniki), and the number of rail crossings with Lithuania, as well
as the number of Polish road and rail crossings with Kaliningrad Region and the number of the
Lithuanian road and rail crossings with Kaliningrad Region remained the same.

On the Polish frontier with Russia new border crossings are planned to be opened: Grzechotki —
Mamonowo II, Perty — Krytowo, Rapa - Oziersk, Piaski - Batltijsk. On the Polish frontier with
Lithuania new border crossings are also planned to be opened: Bolcie — Pakalniai, Sudawskie —

Vygreliu, Krejwiany — Alksnenai, Burbiszki — Bitwietis, Dusznica — Budwietis.

Transport complex — is an important part of the Kaliningrad region production infrastructure and
service sphere. It brings together automobile, railroad, sea, river, air transport and objects of the
corresponding infrastructure: motor roads, railway stations, ports, airports, state border crossing points.
During the period 2000 -2006 transport complex was sustainably developing, answering the growing
demand for cargo and passenger transportation.

Cargo turn-over is rising as well as transport movement of people. Thus, during five years, freight
handling by the regional port complex has increased 2,6 times; amount of freight transported by
railroads has increased 1,8 times, by roads — 1,6 times. Three times more passengers were transported
by air (see Annex 1).

According to the aims and tasks of the Programme on socio-economic development of the Kaliningrad
region regional Government has elaborated the Concept of the Kaliningrad region transport complex

development.

In comparison with 2004, in 2005 in Lithuanian border area in the sphere of roads and utilities the
most noticeable change was a decrease in the number of wire telephone subscribers. On the roads no

new sections were constructed, but the present situation of the roads was improved.

In the Polish area the total length of paved roads increased to the value of 35 519 km. As a result of it,
density of paved roads in this area slightly increased. At the same time, density of water-line and
sewerage systems as well as gas-line systems also increased. On the other hand, there was quite a
significant decrease in the number of wire telephone subscribers.

In the sphere of roads the Polish border region faces similar problems as the entire country. In the
motor traffic the lack of appropriate road links (there are deficiencies in the number of highways and

8



expressways especially in the regions of Eastern Poland) and technical state of the existing roads in

some areas cause difficulties. As a result, there is a great demand for transit and ring roads.

Furthermore, the traffic intensity oscillates between high on urban areas and low on rural ones. The

eligible area on the Polish side, besides its weaknesses in the land communication (apart from the

Pomorskie Voivodeship), is characterized by a very weak aerial accessibility and a very limited access

to seaports.

In Kaliningrad region in comparison with data presented in CIP, in 2006 the density of paved roads,

water supply and sewage increased.

/
Area paved roads* | paved roads* | paved roads* water water water
in CIP in 2004 in 2005 supply* in supply* in supply* in
CIP 2004 2005
Lithuanian 19 117.2 ** 115.9 ** 12.8 Not indicated | Not indicated
border
counties
Kaliningrad 30.02 Not indicated 45 18.3 Not indicated 31.8
region
Polish border 42.9 55.4%** 55.63%**x 46.8 53.9%%* 56.7%***
regions
Average total 36.1 - - 35.4 - -
in the area
7 -
C ) R
( * +, —t &. .1
! $# 2
Area sewage* sewage® sewage* | gasline* | gasline* | gas line* Wire Wire Wire
in CIP in 2004 in 2005 in CIP in 2004 in 2005 | telephone | telephone | telephone
subscribe | subscribe | subscribe
rs per rs per rs per
1000 1000 1000
populatio | populatio | populatio
n (2000) | nin 2005 | nin 2006
Lithuania 5.6 Not Not 5 Not Not 283,2 185,0 ** Not
n border indicated | indicated indicated | indicated available
counties
Kaliningr 8.6 Not 16.6 8.1 Not Not Not Not 306!
ad region indicated indicated | indicated | available | available
Polish 13.0 17.4 **% | 8.6 #*** 11.2 11.6 **% | ]2.] *#** 272,9 328,0 *** | 279, 1***
border ok
regions
Average 10.8 | Cannot be | Cannot be 9.5 Cannot be | Cannot be | Cannot be | Cannot be | Cannot be
total in calculated | calculated calculated | calculated | calculated | calculated | calculated
the area
9) Dk
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In comparison with 2004, in 2005 in the Lithuanian border area there was a significant decrease in the
number of gases and liquids emitted into the atmosphere from stationary sources of pollution and a
slight decrease in the number of solid pollutants and in the proportion of these pollutants to the
nationwide figure. A decrease in the number of pollutants was also observed in the entire country (see
the table below). Among other indicators on nature and environment in the Lithuanian border area no
major changes were noticeable. In Lithuania additional natural localities important for preservation
(so-called sites of proposed Community Importance) were added to the List of proposed Sites of
Community Importance (pSCI) by 6 November, 2006 Ministerial order No. D1-518 which amended
the list of pSCI adopted in 2005.

<
Territory solid solid solid gases and gases and gases and
pollutants in | pollutantsin | pollutantsin liquids in liquids in liquids in
2001, in 2004, in 2005, in 2001, in 2004, in 2005, in
thousand thousand thousand thousand thousand thousand
cubic metres cubic metres cubic metres cubic metres cubic metres cubic metres
Border areca 1594 1196 1123 18 657 17 078 16 204
Lithuania 5342 4774 4702 92939 86 456 83 581

In 2005 the territory of legally protected areas possessing unique environmental value slightly
decreased in Poland’s border area and the number of landscape-protected areas slightly rose. In
comparison to other areas of Poland, the degree of pollution in the border area is relatively low. No
major changes occurred in the proportion of pollutants to the nationwide figures.

Water consumption for needs of the national economy and population in Poland decreased in
comparison to the previous year. Nevertheless, the water consumption in the Polish border regions was
estimated as 452,1 hm® and was slightly higher than in the previous year. More detailed figures on the

water consumption in the Polish eligible regions in 2005 were the following.

Area Total Industry Agriculture and Exploitation of
(in hm®) (in %) forestry (in %) water-line system
(in %)

10



Podlaskie Region 80,6 18,0 27,6 55,5
Pomorskie Region 249,1 58,5 3,5 37,9
Warminsko- 122,4 24,9 28,6 46,5
Mazurskie Region
Entire country 10 382,0 74,1 10,6 15,3
(Poland)
( ) v * t, - &../

No updated data for this section of the report were received from the Kaliningrad region, and the

information about that is not presented here.

In comparison with 2004, in 2005 in tourism sphere in the Lithuanian and Polish border areas no major

changes were found.

Tourism is one of the growing sectors in the Kaliningrad region. In comparison with 2002, in the year of 2006
the number of tourists increased by 81800 up to 356 500 tourists including 274 600 tourists from Russia and

81 900 tourists from foreign countries.

2.2. Policy Development

% # t

In Lithuanian border counties the newest development of economy and industry is based on the
regional development plans prepared for the years 2006-2013 which were being implemented already
in the period described in the annual report of 2005. There were no major changes in each county’s
focus on certain branches and sectors of economy.

The east part of the Polish border areas has been facing the challenge of innovativeness, the burden of
which caused many problems for this part of Poland, as it does for the other countries of Europe
lagging behind in this sphere. For the Polish border regions the most known problems were weak
cooperation of academic and economic circles, low number of initiations of the new technologies and
low number of enterprises operating according to new technologies.

No updated data for this section of the report were received from the Kaliningrad region, and the

information about that is not presented here.
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3. Programme Management

3.1 Joint Monitoring and Steering Committee

The main task of the Joint monitoring and steering committee (hereinafter — IMSC) according to the
approved Rules of Procedure on 9 February, 2005 is to supervise the implementation of the
Programme (the task of the Monitoring Committee) and to make decisions on projects to be
financed from the Programme (the task of the Steering Committee). The JMSC consists of
representatives of national and regional authorities from all the countries participating in the
Programme. The representative of the European Commission participates as an observer in the

Monitoring Committee and as advisor in the Steering Committee.

In accordance with Article 35 of Commission Regulation No. 1260/1999 and Rules of Procedure of
JIMSC, JMSC chairmanship rotates among the participating countries annually. In 2006 Poland has
been chairing the meetings of the JMSC.

Due to the institutional changes in the countries (Ministry of Economy of Poland on 2 November,
2005 was reorganized into the Ministry for Regional Development of Poland and the
Administration of Kaliningrad Region was reorganised into the Government of the Kaliningrad
Region), the Rules of Procedure of the JIMSC approved on 9 February, 2005 have been amended
and approved in the 6" IMSC meeting on 15 March, 2006.

In 2006 three JMSC meetings were held in the Programme:
1.6" meeting: 14-15 March, 2006 in Svetlogorsk (Kaliningrad Region of Russian Federation);
2.7" meeting: 26-27 July, 2006 in Mragowo (Poland);
3.8 meeting: 24-25 October, 2006 in Palanga (Lithuania).

12



During these meetings the JMSC mainly dealt with Programme steering issues: decisions were
made regarding project selection for funding and the approval of Programme Communication
Action plans for 2007; however some important Programme monitoring issues were made — change
of Rules of Procedure of JMSC (6™ meeting); approval of amended Technical Assistance
(hereinafter — TA) budget G meeting). Besides, during the whole year in urgent cases decisions
were made using the possibility of written procedure. By written procedure by the Monitoring
Committee were approved the Annual Report for 2005, the model forms of the Subsidy Contract
and as well Contract between the Polish lead/financial partner and corresponding Voivode of the
Republic of Poland; reporting forms, the change of CIP due to reallocation of funds from Priority 2
to Priority 1 was finally as well made by written procedure. As well decisions on various issues
have been made by the Steering Committee, i.e. possibility to shorten project duration, change of

partnership in the projects, reallocations between project budget lines.

3.2. Main Implementing Bodies of Programme

There were no major changes with regard to the work of main implementing bodies of Programme.

Ministry of Interior of the Republic of Lithuania (hereinafter — Mol) acts as a Managing Authority
of the Programme (hereinafter — MA) and Ministry of Finance of the Republic of Lithuania as
Paying Authority (hereinafter — PA). Programme’s National Authority (hereinafter — NA) —
Ministry for Regional Development of Poland. Department of the Paying Authority of the Polish
Ministry of Finance is appointed to act as an ancillary Sub-Paying Authority (hereinafter — Sub-
PA).

>

On 31 January, 2006 the MA and Public institution INTERREG Joint Technical Secretariat
(hereinafter — JTS) concluded Contract No. 1VL — 53 for the purpose of ensuring proper provision
of services in 2006 for the implementation of the Programme set forth in the 2006 — 2007 Strategic
Action Plan of Mol.

In the end of 2006 the list of staff of JTS consisted of the total of twelve employees: Director, Chief
Accountant, three Project Managers (Regional Development), two Financial Project Managers,
Project Manager — Lawyer, Project Manager — Engineer, Financial Controller (by the decision of 8"
JMSC the position of Kaliningrad Info Officer in JTS was changed into the position of Financial
Controller), Information Officer and Office Administrator. By the end of 2006 only ten positions

13



were filled in, selection of other two project managers have been performed, but employees started
to work only in 2007. As during 2006 four employees have decided to leave their positions in JTS
and in addition one project manager left for maternity leave — the situation in JTS in the last quarter
of the year was critical. The main reasons for terminating work contracts — high intensity of work
and big responsibility. Besides, at the same time JTS project managers had to work on attracting
applicants, assessing applications, working with approved projects till conclusion of the contracts,
preparations of the contracts and as well monitoring. Even after making reallocations inside JTS
and not once advertising positions in regional and national newspapers of Poland and Lithuania,
selection to the vacant positions in JTS had to be organised during the year for 5 times (3 — in
Poland, 2 - in Lithuania). Especially difficult was to find suitable candidate for the position of
Financial Manager allocated to Poland, the selection for this position was organised 3 times.
Finally, after allocating additional funds for reimbursing lodging expenses for Polish employees, the

suitable employees for the positions concerned were found and employed.

3.3 Other Institutions Involved in Programme Implementation

As National Subcommittee of Programme (hereinafter — NS) is an inter-institutional advisory body
for dealing with implementation issues of INTERREG III initiative programmes of the European
Communities, it's meetings take place before every JMSC meeting. Therefore three meetings of
the NS were arranged for the Programme during the year of 2006 (on 24 July, 2006 and 19
October, 2006). During these meetings the representatives of the relevant ministries and local
authorities presented their proposals regarding eligibility of Lithuanian partners and

purposefulness of their activity in the project applications received.

8 %?

National Polish panel of experts was established as advisory body for Polish members of JMSC. It is
made up of representatives of regional authorities and relevant social and economic partners.

Three meetings of the National Polish panel of experts were held in 2006 (6 March, 2006, 18 July,
2006 and 18 October, 2006). All the meetings took place in Warsaw, Poland. The meetings were held
to discuss the applications received in response to the third, forth and fifth Call for Proposals under the

Programme.

14



To ensure efficient information and publicity in Poland, three Regional Information Points were
established in each voivodeship within the Programme area in Poland. Six people working in the
Marshal Offices of Podlaskie (two persons), Warminsko-Mazurskie (two persons) and Pomorskie (two
persons) regions were prescribed Regional Information Points duties on a part-time job basis. The
mechanism was set to part-finance their salaries, administrative costs and promotion expenses from the
Technical Assistance budget of the Programme (with the usual ERDF share — 75%) under the Measure
3.2. The Regional Information Points carry out informational activities (in co-operation with the JTS),

collect the application forms (hereinafter — AF) from the Polish applicants and pass them to JTS.
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4. Progress in the Implementation of Priorities and Measures

4.1 Progress in the Implementation of Programme

i %
MA and JTS performed pro-active approach in project generation in 2006. It consisted in a parallel
support to potential applicants and activation of new project ideas based on the Programme request.
Mainly these actions aimed at setting project pipelines in respective measures through: matchmaking
of interested partners during Partner Search Forum and individual project consultations held in all
Programme regions.
The other kind of pro-active measures relates to the promotion of missing topics through the so-called
thematic intervention (seminars devoted for specific measures — measure 1.1 and 2.1A These activities
in detail are described in part 5.3 of the Report.
Besides, information on the Programme was given on various events with participants from Russian
Federation, in order to support involvement of the institutions from Russian Federation Kaliningrad
Region.
181 project applications were submitted to JTS in 2006. In . one can see a detailed number of
submitted applications per each call. The applications submitted were assessed by JTS project
managers and selected for funding by the members of the Steering Committee. During the reporting
period the arrangements for selection have not been changed and selection was organised as in the

previous year.

Submitt Pr.()J ects Projects ) l.’rOJects Projects
rejected Projects not withdrawn approved
ed . recommen
Calls avplicat during ded b recommend by by the
PP technical y ed by JTS applicants SC-
ions JTS
assessment themselves
Third
4% 4 21 1 4
INTEREG/TACIS call ! ! > 0
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/1 t&. .4 *
4 t&..4

Fourth
INTEREG/TACIS call
. > &1 *
.B 1&../

105

37

46

38

Fifth
INTEREG/TACIS call**
. t&../*
> té&/

46

23

13

24

Sixth
TACIS call
& t1&..1*
&. 1 +&../

30

* applications were submitted in 2005, but the assessment was finalised in 2006.

** INTERREG applications could be submitted only for measures 1.1 and 2.1, TACIS applications for all

measures.

In 2006 the IMSC approved 102 projects. The combined value of the approved applications amounted

to 18 392 595,60 EUR ( ).
3rd call 4th call 5th call Total ERDF Total ERDF
Total ERDF allocations app r'oved app r.oved app r."“"d allocations allocations
for measure, EUR projects projects projects 2006, 2005-2006,
allocations, allocations, allocations, EUR EUR
EUR EUR EUR

Priority 1 Competitiveness and productivity growth of the cooperation are through development of cross
border infrastructure and border security, economic and scientific/technological cooperation

Measure 1.1 Stimulating of economic and scientific/technological cooperation

6 251 392,00 | 652819,99 | 128189430 | 108462659 | 3019340,88 | 4242891,26
Measure 1.2 Improvements in physical and border security infrastructure to encourage development of the border
area

7265 131,00 | 4035134,86 | 1034314,80 | 0,00 | 5069 449,66 | 803778945
Measure 1.3 Environmental protection and growth of energy efficiency and promoting renewable energy sources
4561 826,00 | 2349876,39 | 1111389,71 | 0,00 | 3461266,10 | 5103 642,30
Measure 1.4 Development of tourism and tourism infrastructure for development of cross border tourism and
recreation as well as improvement of cultural heritage objects of cross border importance

7265 131,00 | 68595816 | 174131947 | 0,00 | 242727763 | 8562593,18
Priority 2 Contribution to the cooperation between populations, socio-cultural integration and the labour
market

Measure 2.1 Support of local societies initiatives

5068 696,00 | 1028435,70 | 147730558 | 73101351 | 323675479 | 3748189,09
Measure 2.2 Regional cultural identity and cultural heritage
3379 131,00 | 767857,69 | 410648,85 | 0,00 | 117850654 | 3405105,64

TOTAL:
33 791 307,00

| 9520082,79 | 7056872,71 | 1815640,10 | 18392 595,60 | 33100 210,92

Since the beginning of the Programme up to the end of 2006 the total number of submitted
applications was 409, and the total number of approved applications 147 (for the total amount of 33

179 956,59 EUR).
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The biggest number of applications came from the eligible territories in Poland — 95. The Kaliningrad
region of Russian Federation contributed 42 and the Lithuanian eligible territories submitted 41
applications. 3 applications came from other territories of Lithuania and Poland, however activities to
be implemented during project realisation were fully devoted for the benefit of the Programme target

regions. The numbers of projects submitted by applicants from different regions are shown below in

Diagram 1.
Submitted projects by regions
35
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30 + o Alytus
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25 22 N
21 . O Marijampole
20 —— |OTaurage
15 15 13 | | |mPodlaskie
11 11 9 @ Pomorskie
10 77 6 7 m War.-Maz.
4 0O Kaliningrad
5 3 3
1 2 2 1 1 02002 1m lo | |mother
0 i
4th call 5th call 6th call

During the 6™ call significantly increasing share of applications from Kaliningrad region can be
attributed to the fact that INTERREG funds had already been allocated in the previous calls. The most
stable interest of Klaipeda applicants in the Programme can be explained by the fund-absorbing
potential of highly populated, industrialised and attractive-for-tourists region, as well as its willingness
to co-operate with bordering Kaliningrad oblast (by using TACIS support). The most significant
decline in the share of submitted projects from all three Polish voivodeships and Alytus county can
primarily be explained by low interest of the regions in TACIS projects (co-operation with Kaliningrad

oblast) and lower interest in so called soft measures (1.1 and 2.1).

B

The interest of Programme applicants in separate measures during 3 calls is shown in Diagram 2.
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Submitted projects by measures
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The decrease of interest in measures 1.2, 1.3, 1.4, and 2.2 can be attributed to the fact that these

measures had been closed for INTERREG applications (because of the funds being already allocated).

# 1]

The approved applications by region are illustrated in the Diagram 3.

Approved projects by regions

O Alytus
B Klaipeda
0O Marijampole

O Taurage
H Podlaskie
6 O Pomorskie
4 B War.-Maz.
2 O Kaliningrad
H Other

[6)]

3rd call 4th call 5th call

Two significant growths can be seen in the regional approved-project share during the 3 calls for
proposals: Kaliningrad and Pomorskie. While the reason for Kaliningrad’s increased activity was
obvious and grew in comparison to other regions as the INTERREG funds had already been allocated,
the relative growth in the share of approved projects submitted by Pomorskie Lead partners did not

have such a clear explanation. Among the reasons of the unfading interest in the Programme of the
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Pomorskie applicants the high-quality applications with clearly visible cross-border impact can be

singled out.

4.2 Programme Progress in Implementing Priorities 1 and 2

o # B
Out of 102 approved projects:
44 projects were approved under “0 # # -
# t
¢ 7
58 projects — under & 60 - t
9 ) 7

A list of all approved projects is attached (Annex 2).

Approved projects by measures are shown in Diagram 4.

5
Approved projects (quantity) by measures
16 15
— 14
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The growth of interest in the sphere of economic and technology development, as well as cultural
identity and heritage (measures 1.1 and 2.2), and the decrease of interest in the sphere of physical and
border infrastructure development, as well as tourism and cultural infrastructure development
(measures 1.2 and 1.4), can be explained by the fact that the funds were allocated to projects quicker in

measures like 1.2, 1.4 and 2.2, and by the fact that the Programme territory was not capable of
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absorbing the amounts of money allocated for large-scale projects that would comply with the cross-

border co-operation principle (equally benefit at least two countries).

1 " #
It is too early to give detailed outputs of the applications because the implementation of the projects
started late in 2006. Planned outputs and results of the approved projects are shown in Annex 3.

Below there are some examples of the projects the implementation of which began.

%? # ]

Measure 1.1. Two main types of activities under measure 1.1 can be distinguished: improvement of
business conditions in the border regions and the development of scientific research. Many projects
working in the sphere of improving business partnership between Lithuania and Kaliningrad, as well
as between Poland and Kaliningrad have started implementing their activities. Also, research of
sustainable development opportunities in the Programme area has been carried out. In the sphere of
scientific research scientists from Lithuania, Poland and Kaliningrad work together in the fields of
ecology, technology and migration. As one of the bigger projects, the monitoring system of the

Wistula lagoon water quality is being created.

Measure 1.2. Projects under measure 1.2 will strongly contribute to increased security in the
Lithuanian-Polish border region and the readiness of lifeguard services to react efficiently in cases of
emergencies. Alytus, Marijampole counties’ and Podlaskie voivodeship’s fire brigades continue to co-
operate in launching the integrated system of population and environment protection. They buy
complimentary equipment necessary to assist each other in emergency situations in the border region.
Lazdijai, Sejny and Bialystok hospitals are renewing their equipment in order to be able to save lives
and health on the border. Also, a number of small roads will be built or renovated close to the

Lithuanian-Polish and Polish-Russian border regions.

Measure 1.3. Four types of activities were the most popular under this measure: water-cleaning, waste
water treatment, fish reproduction and wind-energy perspectives. Szypliszki and Kazlu Ruda joined
their activities to clean the River Sesupe, Banie Mazurskie takes care of water purity of Wegorapa
River. A number of towns started partnership in establishing waste-water management systems (Silute,
Kalinigrad, Guryevsk, etc.). The Lithuanian state pisciculture and fisheries research centre actively
took part in the Programme and is currently implementing two projects with Kaliningrad state
technical university in order to increase the reproduction of fish in the Curonian lagoon. Finally,
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Klaipeda University and Maritime institute in Gdansk started research of possibilities of wind-energy

on the Baltic coast in Lithuania and Poland.

Measure 1.4. Partners from Lithuania and Poland continue establishing tourism information centres in
the bordering region. Such centres should soon open in Elblag, Lazdijai and Punsk, Malbork and
Skuodas. Also the bicycle path joining Lithuania and Russia in the Curonian lagoon should soon open
and water-tourism facilities should be improved in Tczew and Klaipeda. A number of museums in
Pomorskie voivodeship and Kaliningrad oblast have started co-operation in adapting to the needs of

tourists.

Measure 2.1. Among the numerous types of activities under measure 2.1 working with youth,
reintegration into labour market of young women and disabled persons, trainings for the services
responsible for societal security and cultural and artistic initiative could be singled out. Active co-
operation of educational institutions started in 2006. Druskininkai “Ryto” gymnasium and the higher
school in Augustow work on a project for children with high capabilities in mathematics and
informatics, Alytus college together with Suwalki College develop new ways of interactive education,
and Veisiejai and Punsk communities are creating children occupation after school possibilities
through sports. The seamen’ wives union in Klaipeda and the Economic foundation in Gdynia are
trying to get young women back to labour market and the public establishment “Ray” together with the
public establishment “Guboja” in Vilnius work with disabled people. The firemen of Alytus,
Marijampole and Podlaskie regions are taking part in diving trainings to be able to carry out saving
operations in water. The police on the Polish-Russian border organise trainings on combating
economic crimes. The most numerous are the cultural and artistic activities on border regions. Among
the more interesting projects is a range of poetry events in Lithuania, Poland and Kaliningrad,
organised by the Centre of culture and international co-operation “Swiatowid” and the Klaipeda youth

centre.

Measure 2.2. Measure 2.2 projects are focused on making the habits and history of the region attractive
to tourists, preserving the folk culture of the Programme territories and the traditions of ethnic
minorities living in the area. Klaipeda city municipality implement the project that should open a new
water tourism route: Klaipeda-Rybachy. Also a number of seminars for people employed in cultural
sphere and cultural events are organised. Among those, a remarkable commemoration of the Tilsit

treaty is being prepared by joint forces of Lidzbark and Sovetsk cities. Also, a new co-operation
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between the public library in Olsztyn and the public library in Taurage should be mentioned. The

librarians organise an internet-reading festival.

%' D" # ]

By the end of 2006 33 100 210,92 EUR of ERDF was allocated for approved projects. Projects under
measures 1.4 and 1.2 were granted the biggest ERDF part-financing, respectively 8 562 593,18 EUR
and 8 037 789,45 EUR. The ERDF allocations are indicated in

In the end of 2006, the Programme seemed to have shortage of ERDF funds in measures 1.2 (-772
658,45 EUR), 1.3 (-541 816,3 EUR), 1.4 (-1 297 462,18 EUR), and 2.2 (-25 974,64 EUR). However,
in 2006 the JMSC made the decision to reallocate the leftovers from measures 1.1 (2 008 500,74 EUR)
and 2.1 (1 320 506,92 EUR) to the measures that had ran out of ERDF funding in their respective
Priorities, and additionally to reallocate 500 000 EUR from Priority 1 to Priority 2, the corresponding
change of the Programme was sent to the Commission on 25 September, 2006. Hence, the funds from
measure 1.1 were re-allocated to measures 1.2, 1.3 and 1.4, and the funds from measure 2.1 were re-

allocated to measure 2.2.

0

The signing of subsidy contracts with projects started only in August 2006. On 7 August, 2006 MA
signed the first Subsidy Contract. 44 INTERREG subsidy contracts of INTERREG/TACIS projects
were contracted by the MA and 12 TACIS contracts of INTERREG/TACIS projects were concluded
by the European Commission Delegation to Russia.

The detailed number of INTERREG subsidy contracts for each measure is indicated in Diagram 5 and

the detailed number of TACIS subsidy contracts for each measure is indicated in Diagram 6.
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Contracting situation (ERDF) by measures
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Contracting situation (TACIS) by measures
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The total contracted ERDF sums were 12 951 760,93 EUR, TACIS amounts were 1 563 751,65 EUR.
The funds allocated to INTERREG (from ERDF) and TACIS projects by measures in the Subsidy

contracts are indicated in

& below.

Contracted ERDF amounts,
Measure EUR Contracted TACIS amounts, EUR

1.1 314 838,00 463 000,00
1.2 4111 220,35 0,00
1.3 3 007 664,05 681 219,00
1.4 3 664 403,22 60 460,30
2.1 522 187,91 311 255,35
2.2 1331 447,40 47 781,00

Total: 12 951 760,93 1563 715,65
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No information can be provided about the project monitoring activities checks on-the-spot included

because in 2006 projects basically just started.

5. Financial Implementation of the Assistance

5.1 Payment Requests to the Commission

On 31 May, 2006 the second intermediate payment of 186 945,31 EUR was transferred by the
European Commission (hereinafter — EC) to the trust account of the PA. It was based on the payment

request, which was submitted by the PA to the Commission on 2 May, 2006.
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On 7 September, 2006 the third intermediate payment of 102 171,30 EUR was transferred by the EC to
the trust account of the PA. It was based on the payment request, which was submitted by the PA to
the Commission on 17 August, 2006.

On 5 December, 2006 the fourth intermediate payment of 74 298,69 EUR was transferred by the EC to
the trust account of the PA. It was based on the payment request, which was submitted by the PA to

the Commission on 10 November, 2006.

On 28 December, 2006 the PA submitted to the EC the Application for the fifth intermediate
Reimbursement of Payments with a total request of 3 023 930,13 EUR. It was transferred by the

Commission on 23 January, 2007.

Since the beginning of the Programme up to the end of 2006 the total amount of the applications for

reimbursement of payments submitted to the EC was 3 533 092 EUR.

5.2 De-commitment under the N+2 Rule

The Commission communication on the application of Article 31(2) of Regulation EC No 1260/1999,
regarding application of the n+2 rule, states that the Commission automatically decommits the part of a
commitment which have not been settled by the payment on account or for which an acceptable
payment application, within the meaning of Article 32(3) of the aforementioned Regulation, has not

been submitted to the Commission at the end of the second year following the year of commitment.

The allocation for the year 2004, which was the subject of the N+2 rule by the end of 2006, amounted
to 9 662 696 EUR (this also includes the advance payment of 5 844 982 EUR paid to the Programme).
At the end of 2006 the Programme still had to certify amount of 3 817 713 EUR in order to avoid
losing funds under the n+2 rule. There were two main reasons for de-commitment: 1) the late start of
projects implementation (as it was mentioned before, only on 7 August, 2006 the MA signed the first
subsidy Contract); 2) the late payment claims from projects received (the first payment claim
submitted on 24 November, 2006).
In order to diminish n+2 rule impact the following measures were taken:

- the particular provisions were laid down in Subsidy contract, that until 31 December,
2006, financial reports and applications for payment shall be submitted by the Lead partner each
month;
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- organized seminars for the financial managers of all the projects partners in Lithuania (21
November, 2006 in Alytus; 23 November, 2006 in Klaipeda, 28 November, 2006 in Marijampole) on
purpose to encourage them to avoid the delay in reporting of the project activities and expenditures;

- organized seminar for beneficiaries and institutions involved in the implementation of the
Programme (9-10 February 2006 in Olsztyn, Poland) and meeting concerning n+2 risk for the
voivodehips and other relevant institutions (27 February, 2006, Warsaw, Poland). Both seminars were
organized by the INTERREG Initiative Department of Polish Ministry of Regional Development.

- set a number of measures for JTS to monitor projects situation:

careful monitoring in the start-up phase and offer of support where needed, taking
into account that high targets in the beginning of the project implementation are seen as
a warning sign;

quick and effective interventions if projects do not meet their targets;

monitoring of project management with the aim to detect weak sides;

ask the projects to assess possibilities of making planned investments at an earlier
time than initially targeted;

- encouraged institutions, intended to declare TA spending, submit the reports without
delay;

- encouraged 1% level controllers to prepare and announce clear rules on preparation and
submitting the documentation for the 1* level control in respective country (territory);

- agreed with PA the possibility of submitting intermediate Programme payment claim on
22 December, 2006.

- additionally, Polish Ministry for Regional Development:

in order to speed up expending ERDF funds, turned to the relevant Polish
Voivodes to ask the Beneficiaries of projects approved by the Steering Committee to
start the implementation of the projects despite lack of the signed Contracts.

involved the Polish part of the Euroregions Neuman and Baltyk in providing the
assistance to the beneficiaries within preparation of the reports and application for
payments in order to increase the number of payment claims submitted to the
Intermediary Bodies;

monitored the situation meeting N+2 targets for the Programme on the Polish side
(contracting, reporting, etc.) by regular contacts leading with the Intermediary Bodies
every week and, in case of necessity, with the Polish beneficiaries;

taking into account the staff problems in Polish Intermediary Bodies, allocated
additional funds within the operational costs of the intentional reserve of the Polish
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budget to intend for the staff of the Voivodeship Offices involed in verification and

certification of the payment claims.

The all measures mentioned above have reduced the loss of funds, notwithstanding at the end of year
2006 to the Commission were submitted payment requests certifying a total of 3 533 092 EUR.
Consequently, Programme’s fund, amounted of 284 620 EUR, was decommitted under the year of

2004.

The aim to avoid of de-commitment by the end of 2007 remains essential and challenging to the

Programme.

5.3 Reporting Situation

Due to delay in the contracting, the reporting began rather late - only at the very end of the year 2006.
The first reports from projects in JTS were received only on 24 November, 2006. At the end of 2006,
taking into account the decommitment threat due to n+2 rule, the decision to include all project

expenditures certified by the 1% level controllers into the claim to the EC was taken.

The project expenditure certified in 2006 and included into the claim to the EC amounted to 2,88

million EUR, the division by measures is presented in Diagram 7.

28



Amounts included into claim to EC by the end 2006
(in EUR by measures)
0 500,000 1,000,000 1,500,000 2,000,000 2,500,000 3,000,000 3,500,000
1.1 []183,276.29
1.2 | ]1,010,952.74
1.3 | | | 811,053.46
1.4 | 511,198.89
2.1 7:| 150,899.62
2.2 7:| 214,369.30
Total: | ] 2/881,750.30

5.4. Use of Programme Technical Assistance

The TA budget of the Programme approved on 9 February, 2005 during the first IMSC meeting in the
amount of 3 653 114,31 EUR was modified and approved during the 8™ IMSC meeting on 25 October,
2006 The following important changes were introduced into the budget: the amounts allocated for
salaries, overheads and investments initially budgeted under measure 3.2 after consultations with the
Programme desk Officer Ms Nathalie Verschelde have been moved to the measure 3.1 (including
expenditures for 2005). Additional payments for employees coming from Poland to work in Lithuania
were foreseen. As well decision to allocate current TA funds for preparation of the new programmes
for the period of 2007-2013, including purchase of expert services, costs of organization of the
programming task forces (including travel and accommodation during the task forces), preparation of
Strategic environment assessment and ex-ante of the new programmes; to allocate funds for the joint
trainings of institutions participating in Programme management (MA, NA, PA, Sub-PA, IBs, JTS, 2™
level control and winding-up body) and study trip to Belgium of representatives of these institutions
was taken. Some funds were allocated for evaluation of Programme documents and procedures, thus
trying to improve the management of the Programme. The newly approved 2006 budget amounts to 1

107 453,84 EUR (Annex 4).

In 2006 the following expenses were covered from the TA budget while implementing activities related
to 3.1 measure: salaries of JTS staff and for employees working in Regional information points in
Poland (in each of the three participating voivodeships), office rental costs, office maintenance costs,

telecommunication and communication costs, procurement of office supplies, translations for
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Programme and JTS needs, mission costs of JTS staff and training costs of JTS staff. Expenses in
connection with JMSC meetings were also covered (rent of the conference room, refreshments during
coffee breaks, lunch for members of JMSC, travel costs of IMSC members to/from the meetings and
their accommodation costs during the meetings), as were the expenses in connection with preparing
meetings of different working groups established by JMSC (legal, employment, etc.), travel costs of the
group members to/from the meetings and their accommodation costs during the meetings. Also, a part
of the funds kept as an undistributed reserve was spent only by Polish institutions involved in
Programme implementation for other purposes in connection with Programme implementation
(training of their employees, business trips in connection with their participation in various events in
the framework of the Programme, translation of AF from English into Polish). 484 932,00 EUR have

been spent for these activities during 2006.

All the Programme information and publicity activities were funded while implementing the 3.2
measure: articles in the press, various publications, production of souvenirs and promotion materials,
organisation of information and Programme promotion events (partner search forums, seminars for
applicants, information seminars) and other related costs (rent of meeting rooms, catering services
during the events, translation services during the events).

A certain part of the funds was allocated to procure the Programme computerised monitoring system;
in 2006 a service contract was signed with the service provider, i.e. Matts Lindman Konsult AB in
Sweden, creator of BAS 2000 system used by three INTERREG IIIA programmes in Sweden, Finland
and Denmark. He created the e-version of the AF used in the Programme in the database, the works
were tested and first part of approved applications was entered into the database. Besides, he adapted
the monitoring part of the database to be used by the Programme, testing of the database started by the
JTS staff. The main layouts of the database is shown in Annex 5.

The amount of 71 032,00 EUR was spent while implementing the second task. The combined amount
of the technical assistance funds spent in 2006 was 555 964,00 EUR. The amount of 551 490,00 EUR

allocated for 2006 was not spent. The use of Programme TA is shown in Annex 6.
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6. Steps Taken to Ensure Successful Programme Implementation

6.1. Programme Legal Framework

In order to ensure efficient implementation of the Programme following legal documents were made
during 2006:

1. The amendments to Lithuania, Poland and Kaliningrad region of Russian Federation Neighbourhood
Programme document related a) to reallocation of 500 000 EUR from Priority 2 to Priority 1; b)
increase by 1 EUR national co-financing allocations in 2006 of Priority 3; c¢) reflection of institutional
changes (introduction of Ministry of Regional Development of Poland, Government of the Kaliningrad
Region, JTS) and as well changes in contact details of the institutions were made on 13 September,
2006. The amended document was submitted to the EC on 25 September, 2006.

2. Signing of the Memorandum of Understanding between the Government of the Republic of
Lithuania and the Government of the Republic of Poland was finalised on 4 May, 2006 (Annex 7).

3. Polish and English versions of model form of the Contract between Polish Beneficiary (Lead
Partner/Financial Partner) and the relevant Voivode (Intermediary Body) with all the annexes
(approved by written procedure of the JMSC on 28 June, 2006) (Annex 8).

4. Model form of the Subsidy Contract for the Polish Lead Partner (approved by written procedure of
the JMSC on 7 July, 2006) (Annex 9).

5. Model form of the Subsidy Contract for the Lithuanian Lead Partner (approved by written procedure
of the IMSC on 17 July, 2006, amended and agreed with the NA on 6 December, 2006) (Annex 10).

6. Model form of the Progress Report (Activity Report and Financial Report), model form of
Application for Payment and model form of the Joint Application for Payment (approved by written
procedure of the JIMSC on 28 June, 2006). Some changes in the model documents were made and
approved by the JMSC via written procedure on 19 October, 2006 (Annex 11).

7. Guidelines on filling in and submitting Reporting Forms and Applications for Payment (prepared
and published on 21 October 2006) (www.interreg3a.org).

8. Rules of Procedure of Programme JMSC (approved at JMSC meeting on 8 — 9 February, 2005,
amended on March 15, 2006).

9. Programme Technical Assistance Budget (approved at JMSC meeting on 8 — 9 February, 2005,
amended 25 October 2006).

10. Forms of the application and annexes thereto (first wording adopted on 26 April 2005, a fine-tuned
wording approved on 15 — 16 September, 2005. On 4 October, 2005 the documents were approved by
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the Delegation of the EC to Russia, amendments in 2006 approved on 4 April, 2006 and 16 August,
2006) (latest version www.interreg3a.org).

11. Programme Manual (guidelines for applicants) (approved on 15 — 16 September, 2005. On 4
October, 2005 the documents were approved by the Delegation of the EC to Russia, amendments in
2006 approved on 4 April, 2006 and 16 August, 2006) (latest version www.interreg3a.org).

12. Guidelines on filling in AF (first wording drafted in the beginning of July; second wording
(brought in line with TACIS funding requirements) drafted in the end of September. On 4 October,
2005 the documents were approved by the Delegation of the EC to Russia, amendments in 2006
approved on 4 April, 2006 and 16 August, 2006) (latest version www.interreg3a.org).

6.2 Financial control

i E 5 O ' F%OA 8 53<(&.. F

According to the Government Resolution No 58 dated 19 January, 2006 which sets out the rules for the
implementation of the INTERREG III programmes in Lithuania, Mol is responsible for performing
100 % controls on the project expenditure and controls on the activities (the 1* level control).
Therefore, Mol after public procurement procedures on 13 September, 2006 signed a service contract
with independent audit company JSC “IDG auditoriai”. Almost all Lithuanian lead or financial project
partners (with the exception of 9 Lithuanian project partners that have got a confirmation to select and
conclude contracts with their selected independent audit companies) will be audited by the centralised

audit company mentioned above.

The 1% level control in Poland is performed by the relevant Intermediary Bodies, i.e. by the
Voivodeship Ofiices of Podlaskie, Pomorskie and Warminsko-Mazurskie regions. In 2006 these
institutions performed 100% controls on the project expenditure and controls on the activities within
the projects realized on the territory of Poland. Additionally, in 2006 the Intermediary Bodies
performed the control on the spot concerning projects, which implementation finished in the reporting

period.
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In 2006 the Internal Audit Unit of Mol, responsible for 2™ level control in national territory, and the
Polish representatives, responsible for the 2™ level controls in their territory, started the preparation of

a common methodology for the performance of 2™ level controls of the Programme.

Document “Audit strategy for the structural funds and Cohesion Fund, Programming Period 2004 —
2006” has been prepared by the Department for Certifying and Issuing Declarations on Winding-up of
EU Assistance in the Ministry of Finance (Poland). The document contains detailed description of

process of both system audits and operations audits. It was lastly updated in November, 2006.

6.3 Programme Publicity

Publicity Activities

The function of provision of information about the Programme has been assigned to JTS (as set in the
Neighbourhood Programme document). For that purpose it employs an Information Officer. JTS shares
the publicity activity with Polish regional contact points (operating under Marshals Offices of
Podlaskie, Warminsko-Mazurskie and Pomorskie voivodeships) and JTS key expert in Kaliningrad

financed from TACIS technical assistance funds.

Information and publicity activities are carried out in accordance with Commission directive
1159/2000, EU’s Visibility guidelines for external actions and the annual Communications action plan
prepared by JTS and approved by JMSC on 24-25 October, 2006 (Annex 12). According to the
Communications action plan, the communication and publicity activities focused on three fields:
informing potential applicants of the possibility of getting EU part-financing; informing project
implementers about proper implementation and reporting rules; and presenting positive results of the
Programme to the general public. Four trends of external communication were selected in order to
properly advertise the Programme: media, events, e-tools, technical measures (information materials
and souvenirs). In addition, inner communication was foreseen. JTS also actively co-operated with
various institutions collecting information about INTERREG III initiative all across Europe, presenting

the achievements of the Programme.

Media
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As far as the Programme needed many TACIS applications (the 1* call for proposals was announced in
the end of 2005), the information about the calls for TACIS proposals was published in the Kaliningrad
regional newspaper “Kaliningradskaya Pravda” (on 11 April, 2006 and on 23 August, 2006). Also, as
the JMSC had called JTS to take proactive steps in order to attract more “small projects” to the
Programme (measures 1.1 and 2.1), press releases were sent to the Lithuanian regional media about
special seminars, aimed at potential applicants (libraries, cultural and educational institutions, youth
organisations and non governmental organizations under measures 1.1 and 2.1. The information about
the seminars was published in the regional media of Marijampole (“Suvalkietis”) and Taurage
(“Tauragiskiu balsas™) counties in January, 2006. After the JMSC meetings in Mragowo, Poland (25-
26 July, 2006) and Palanga, Lithuania (24-25 October, 2006) the press-releases were sent out to
Lithuanian means of mass-communication informing about additional EU funding coming to the
Lithuanian regions. The messages were published on the “Baltic News Service” (www.bns.lt) and
“Delfi” (www.delfi.lt) news agencies’ web sites. There was significant press coverage in Kaliningrad
about the Partner search forum organised by JTS in Druskininkai on the 20 April, 2006. Articles about
the event were published in the regional magazine “be3zonacusiii ropon” (“Bezopasny gorod”) and the
regional newspaper “MockoBckuii komcomonenr” (“Moskovsky komsomolec™) during April and May,

2006.

Employees of JTS were also interviewed about the Programme by the Alytus regional radio “FM99”
(Giedrius Surplys, on 19 January, 2006) and the Lithuanian Polish radio “Znad Wilii” (Jevgenija
Jonikova, on 25 January, 2006). Giedrius Surplys strongly assisted the Lithuanian EMP Justas Paleckis
in collecting information about the Programme for the EMP’s comment on INTERREG to a Lithuanian

monthly national journal “Veidas” (on 11 May, 2006).

A strong contribution to Programme publicity comes from the regional contact point in Pomorskie
voivodeship. They have reported arranging 7 publications in the regional press and 4 regional radio

releases in 2006.

E-tools

%9

Approximately every month the Commission and its Delegation in Russia, the responsible institutions,
JMSC members, regional and local government representatives, economic and social partners,
potential applicants and beneficiaries, as well as institutions implementing other INTERREG

34



programmes received the E-letter of the Programme sent by JTS. The E-letter contains relevant
information about changes of Programme rules, approved projects, forthcoming or organised events,
organisations searching for partners or new possibilities to get information about the Programme. It is
published in 4 languages: Lithuanian, Polish, Russian and English. Apart from being sent to the

recipients, the E-letter is published on the web site of the Programme (www.interreg3a.org).

In 2006 9 issues of the E-letter were published. The E-letter was sent to approximately 170 e-mail
accounts in Lithuania, 470 in Poland and 45 in Russia. The actual number of recipients is significantly
wider because the E-letter is sent to the e-mail addresses of umbrella organisations of local authorities
(e.g., www.lsa.lt), youth (e.g. www.lijot.It) and NGOs (www.nisc.It). It is also forwarded by the

regional authorities, Polish regional contact points and TACIS Local Support Office to their contacts.

The Polish regional contact points assisted JTS in disseminating the E-letter. Also, the Podlaskie
regional contact point helped JTS several times with the translation of the E-letter into Polish. Besides,
the Regional contact point in Podlaskie produce their own separate E-letter about the Programme (15

issues in 2006).

0 $

In June, 2006 the Communication and publicity guidelines for project implementers of the Programme

(Annex 13) were published as the 12" edition of the E-letter in Lithuanian, Polish and Russian. This
advisory document was sent out to all the recipients of the E-letter. The main documents, regulating the
visibility in the Programme, were presented and general requirements introduced and explained in the

Communication and Publicity Guidelines.

G g

JTS created two banners for www.interreg3a.org in Lithuanian, Polish and Russian (only 1 in this

language) in co-operation with PHARE project “Local capacity building at the borders of future
external borders of the EU”, in 2006. The first banner, called “10 steps to receive funding” (Annex 14)
instructed potential applicants in a popular and easy-to-understand manner how to get to know about
the Programme, how to think of a project idea and find partners, how to fill in the application form, etc.
The second banner, called “7 steps in project implementation” informed the project implementers
about the most important things when carrying out project activities. In 2006, 1053 visits were made on
the Lithuanian version of the banners, 1172 — on the Polish, 426 — on the Russian, and 608 — on the
English.
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Information is provided in four languages on the web site: English, Lithuanian, Polish and Russian.
The main information is identical in all language versions; however, specific information of relevance
to a particular country, is provided in a single language (e.g. information about seminars or a change
of rules in a particular country, etc.).

Visitors of the web site can find the following sections: News, Documents and Logos, JTS, TACIS
contacts, Polish regional contact points, E-letter, Presentations and publications, Events, Frequently
Asked Questions, Links and Polls. As the projects have started their activities, the section “Projects”
was introduced on the web site. It contains short descriptions in English of the projects that have

already signed the Subsidy contract.

By visiting the “Documents and logos” section of the web site www.interreg3a.org, the applicants and

project implementers could find all the necessary documents in 4 Programme languages (Lithuanian,
Polish, Russian and English): legislative acts of the EU, national regulations, Programme documents,
the Applicant’s Package consisting of the AF, guidelines on filling in the Form and the Programme

Manual, as well as the Reporting forms and the guidelines of filling them in and submitting.

Approximately 5400 people visited the website in 2006: the Lithuanian version had 1095 visitors, the
Polish version — 1339 visitors, the Russian version — 336 visitors and the English version — 2577

visitors.

Pomorskie regional contact point administers its own web site on INTERREG initiative in Pomorskie

voivodeship (www.interreg.woj-pomorskie.pl). Significant part of the web site is devoted to the

Programme, including the link to www.interreg3a.org. The Pomorskie regional contact point reported

to have had 20 000 visitors on the web site in 2006. The Regional contact points in Podlaskie and
Warminsko-Mazurskie ensure that the most important information about the Programme is placed on

the web sites of their Marshal offices (www.wrotapodlasia.pl) Podlaskie and ——— — H

Warminsko-Mazurskie).

Events

36



The information events of the Programme were aimed at three goals in 2006: assisting potential
applicants in drawing their applications, informing the implementers of the approved projects on
implementation issues, and instructing project implementers on reporting requirements. The events
were organised in Lithuania, Poland and the Kaliningrad region of Russian Federation and took shape

of national, as well as international events.

The seminars were conducted in Lithuanian, Polish and Russian languages (with the help of
simultaneous interpretation) and were aimed at both general audiences of potential applicants of
project implementers and specific target audiences like potential small project applicants. Presentations
on the following topics were made during the seminars: presentation of the Programme; filling in the
TACIS AF; Most Common Mistakes made by Applicants; practical advice to applicants under
measures 1.1 and 2.1, expectations of the regions of the Programme territory to the Programme, current
status within the Programme, general provisions of implementing the projects, information and
publicity in the projects, financial management of the projects, infrastructure issues in the projects,

reporting on project activities and spending, as well as requirements of the 1* level control.

In total 1058 participants from Lithuania, Poland and Kaliningrad Region of Russian Federation visited
the JTS information and training events in Lithuania, Poland and Russian Federation. JTS organised 27

events in 2006.

Seminars in Lithuania. In 2006 JTS organised four types of events: information seminars for
potential applicants, individual consultations for applicants, information seminars for project
implementers, and information seminars for project implementers submitting reporting forms. The

activities were co-ordinated between JTS and Polish regional contact points.

In January JTS organised seminars for potential small project implementers (measures 1.1 and 2.1) in
Alytus, Marijampole, Taurage and Klaipeda (228 people participated). People were instructed on how
to develop a project idea, how to find partners, how to try to get additional funding to kick-off the
project, and how to fill-in the AF correctly. Due to the fact that the quality of applications coming to
JTS was rather poor, on 1 March, 2006 JTS project managers provided individual consultations in
Marijampole and Alytus (applicants in Taurage and Klaipeda counties did not express the wish to be
consulted). In October MA together with JTS organised the trainings for partners of approved projects.
Participants of the trainings were instructed on reporting and cost eligibility, as well as auditing. 142
people came to the events in Alytus, Klaipeda and Marijampole.

37



The Project Managers of JTS also participated in the events organised by other institutions and
organisations, where they also presented the Programme. Project manager Jevgenija Jonikova spoke
about the Programme and its opportunities of Lithuanian-Polish co-operation in the seminar organised
in the Polish Institute, in Vilnius on 25 January, 2006. The Director of JTS Aukse Bernadisiene hosted
the closing conference of the PHARE 2003 Cross-border Co-operation programme in 23 November,
2006. She made a presentation about the Programme in the conference. On 6 December, 2006, Ms
Bernadisiene also introduced Programme achievements to the members of the INTERREG IIIB ,,BEN*

project during their visit in JTS.

JTS also consulted applicants and beneficiaries in the office, by phone and e-mail on a daily basis.

Seminars in Poland. The Polish regional contact points in Pomorskie and Warminsko-Mazurskie also
organised seminars for potential small project implementers (measures 1.1 and 2.1) in Gdansk and
Malbork (Pomorskie voivodeship — 55 participants in total) and in Olsztyn (Warminsko-Mazurskie
voivodeship — 100 participants). Because of the frequent staff changes in Podlaskie Regional contact
point, JTS assisted it in information activities in 2006. On 13 February, 2006 JTS organised a seminar
for potential small-project applicants in Bialystok (39 participants). In March, the individual
consultations were held in all three voivodeships of the Programming area. JTS also actively co-
operated with the voivodeship offices in informing beneficiaries about the reporting on project
activities and spending. Especially strong was the partnership with Warminsko-Mazurskie voivodeship
office. JTS project manager Agata Stosik presented the reporting requirements to beneficiaries from

Warminsko-Mazurskie voivodeship twice (in August and September).

In addition, the Polish regional contact points organised several seminars depending on their regional
needs. Podlaskie regional contact point organised an event for Lead and Financial project partners of
approved projects on 31 May, 2006. Pomorskie regional contact point had seminars for potential
applicants whose applications have been rejected on 16 January, 2006 (with the aim of encouraging
them to improve the applications and apply in the next rounds) and for medical institutions on 30

November, 2006 (to invite them to try and benefit from the Programme).

The Polish regional contact points also consulted applicants and beneficiaries in the office, by phone

and e-mail on a daily basis. They also provided technical and administrative assistance to all JTS
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events in Poland and participated in events organised by other institutions and organisations, presenting

the Programme.

On 9-10 November, 2006 in Warsaw Polish Ministry of Regional Development organised an
international conference “From Community Initiative INTERREG III to European Territorial Co-
operation”. During this conference the Project Manager Agata Stosik made presentation about the

Programme and its results and answered questions raised by the participants of the conference.

Seminars in Kaliningrad Region and other activities in Russian Federation. The information
seminar for potential TACIS applicants took place in Kaliningrad on 31 January, 2006. 56 participants
of the seminar were informed about the Programme and given practical advice of implementing TACIS
projects. JTS was assisted by the Regional Capacity Building Initiative project (Mr Sergey Balanev in
person) in preparing the presentations for the seminar. On 1 March’ 2006 JTS organised individual
consultations for TACIS applicants in Kaliningrad. JTS Key expert in Kaliningrad introduced the
Programme in the INTERREG IIIB “BEN” project conference in Kaliningrad, on 19 September, 2006.

In addition, the JTS Key expert also consulted applicants and beneficiaries in the office, by phone and

e-mail on a daily basis.

JTS staff participated in the events organised by the EC Delegation to Russia in Moscow, including the
meeting of the secretariats implementing Neighbourhood programmes on 6 March, 2006 and as well
the event devoted to future ENPI programmes and second meeting of secretariats implementing the
Neighbourhood Programmes and EC Delegation to Russia. Presentations during these events were

made by Director of JTS Auksé BernadiSiene.

The TACIS Local Support Office in Kaliningrad also strongly assisted the applicants by consulting on

application procedures.

International Events. JTS organised five international events in 2006, both for potential applicants
and approved-project implementers. On 20 April, 2006 JTS organised the 4™ Partner Search Forum in
Druskininkai, Lithuania (the first 3 were organised in 2005). 121 people came to the event (63 from
Poland, 34 — from Lithuania and 23 — from Russia). They heard presentations about the Programme
and tried to find suitable partners (part of the event was organised as a fair, where every wishing
institution or organisation had their stand). Also, 3 Lead Partner Seminars were organised in 2006 for
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Lead and Financial Partners of approved projects (in Augustow, Druskininkai and Gizycko).
Participants of the seminars were instructed on project implementation, financial management,
publicity and infrastructure. Representatives of the Managing and the National authorities greeted the

beneficiaries in the seminars. In total, 275 people participated in the events.

International events of JTS were also aimed particularly at TACIS applicants and beneficiaries. On 19
September, 2006 the Launching TACIS conference was held in Kaliningrad for Responsible partners
of approved TACIS projects in the Programme. 57 attendants of the Conference were instructed on
implementation, publicity and reporting issues. The representative of the Contracting Authority (EC
Delegation to Russia) Michael Hackethal and the Regional Capacity Building Initiative project (Mr
Sergey Balanev in person) made presentations during the event. In the end of November a delegation
from Kaliningrad oblast regional and municipal institutions, education and culture institutions and
NGO paid a 3-days visit to Klaipeda, Taurage, and Marijampole counties, where they met with their
Lithuanian counterparts. The trip aimed at helping people from Kaliningrad region in finding potential
partners for the 2007-2013 period cross-border co-operation programmes. It was organised by JTS and

the Regional Capacity Building Initiative project.

Technical Measures

Three types of promotional materials were produced and disseminated in 2006 by JTS (Annex 15):
“small souvenirs” carrying the logos of the EU and the Programme and the contact information (e.g.
the web site address); “large souvenirs”, carrying the logos of the EU and the Programme, and the
brochures, informing about the Programme, its achievements, and application procedure. The “small
souvenirs” were distributed during the events and through the regional authorities or other co-
operating bodies for potential applicants. The purpose of these souvenirs was to attract public attention
to the Programme and to make the Programme easy accessible to potential applicants. The “large
souvenirs” were produced in smaller numbers and mainly distributed to partners of approved projects
during the Lead Partner Seminars. The aim of these souvenirs was to advertise the Programme in the

offices and everyday lives of the project implementers.

The brochures were published in order to present the application procedure for TACIS or
INTERREG/TACIS projects under the Programme, to provide the applicants with some practical
advice after JTS gained experience from the previous calls, and to present the then current status of the
Programme (how many applications submitted, how many of them approved, what regions were the
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most active, etc.). The brochure, called “Good Neighbours and EU assistance is the Engine of
Regional Development” (Annex 16) was the continuation of the year 2005 brochure “European Union

Support for Good Neighbours”.

Besides JTS project managers prepared documents guiding applicants — “Most common mistakes
when filling in INTERREG application form” and “Most common mistakes when filling Tacis
application form”, which were distributed during JTS events and as well placed on the Programme
website (Annex 17 and 18). As well JTS prepared Guidelines for filling in and submitting the Progress
Reports and Applications for Payment of projects co-financed from European Regional Development
Fund and TACIS Cross-border cooperation project facility under the Programme, which were
dedicated to help project implementers in reporting process, the document was published on the
Programme website.

In 2006 JTS developed a mechanism of distributing the promotional materials in Lithuanian regions.
Co-operation started with libraries, tourism and business centres in the towns within programming area
and portable Programme stands were introduced in publicly accessible places in these towns. People
could know about the Programme from JTS brochures and promotional materials at the stands in
libraries and tourism and business information centres in Varena, Druskininkai, Alytus, Marijampole,
Vilkaviskis, Jurbarkas, Taurage, Silute, Klaipeda, Palanga and Skuodas.

The Pomorskie regional contact point also produced an emission of souvenirs and distributed it in their

voivodeship.

Presenting Information About the Programme

In August JTS collected and presented the information about the projects within the Programme for
ESPON and INTERACT project databases; in November JTS collected and presented the information
about TACIS and INTERREG/TACIS projects in the Programme for the EU Northern Dimension
project database; and in August-September JTS collected and presented the information about strategic
projects within the Programme to the Austrian company 1 "9 $ !, working with

INTERACTs strategic INTERREG project database.

Evaluation of Information Activities
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According to the 2006 Communications Action Plan of the Programme quantitative criteria were
evaluated by comparing actual results with target expectations of publicity measures specified in the
Programme Complement:

- number of participants of seminars: 1 058, target — 300 (1 104 in 2005);

- number of visitors of the Internet website: 5 400, target — 500 (6 000 in 2005);

- number of applications submitted: 181, target — 30 (229 in 2005);

- number of press coverage units (articles, interviews, press releases): 13; number of radio
editions (reports, interviews, advertisements): 6 (target — 3 radio and/or TV shows during the life cycle
of the Programme);

- numbers of promotional materials distributed: brochures — 1 000 in Lithuania, 1 000 in
Poland and 1 000 in Russia; 1 000 promotional materials; 900 pens, 900 folders and notebooks. Total
amount of units —5 800 (5 400 in 2005). Target quantity throughout the Programme period — 5 000

brochures and flyers, 5 000 other promotion materials.

The qualitative criteria for assessing the provision of information about the Programme were the

results of the polls on www.interreg3a.org and of the questionnaire sent out to the recipients from JTS

contact database.

Despite the fact that it had been provisioned to carry out 5 internet polls on the web site of the

Programme, because of the low participation, the polls were kept for longer on www.interreg3a.org,

hence only 3 polls were finally concluded by the end of 2006, asking the following: what are your
biggest problems when applying to the Programme; what obstacles prevent some organisations from

applying to the Programme; and what are the main characteristics of the Programme web site?

In the end of 2006 JTS sent out the questionnaire to its 260 contacts. Only 27 answers were received
(16 from Lithuania, 7 from Poland and 4 from Russia). They provided the following results:
Concerning the quantitative criteria, it can be stated that JTS exceeded its targets by several times in
2006 (as in 2005).

The qualitative criteria indicates what should be improved in JTS activities and in the operation of
entire Programme in order to better serve applicants, beneficiaries and general public. Summarising,
the quality of information provided by the Polish regional contact points and the quality of the website
www.interreg3a.org should be improved, as more than 50% of respondents indicated that they consider
it to be of poor or satisfactory quality. As well there is place for improvement of the quality of the E-
letter sent periodically.
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7. Steps Taken to Ensure Compatibility and Coordination with Community Policies

and Structural Assistance

Every effort was put to ensure compatibility and coordination with Community policies and structural

assistance.

7.1 Conformity with Community Policies

The approved projects in one or another way contribute to the goal of sustainable development within

the Programme area.

The requirement of equal opportunities has been introduced among the set of minimum criteria for
project selection and to some of the priorities and measures where it seems relevant. It is thus a quality
criterion in the project assessment. However, the aspects of equal opportunities have been difficult to
approach as the majority of the project applications are very broad in their scope and only few projects
have included the gender perspective in their activities. Among these could be mentioned following
projects:

1. project between Integrational Association in Gdynia “RAY” and the establishment “Guboja”
raising up the qualifications of Polish and Lithuanian pedagogic staff working with disabled
people and increasing the social activity and awareness of disabled people in Poland and
Lithuania;

2. project between the public institution “Seamen’s Wives Union” in Lithuania and Economic
Foundation in Poland encouraging full integration of young and unemployed women into

labour market and social life of the society.

As it is required in Article 12 of the General Regulation for the Structural Funds (EC) No 1260/1999
and in the INTERREG III-Guidelines, in the framework of this Programme State Aid provisions of
Articles 87 and 88 of the EC Treaty to aid in the agriculture and fisheries sectors were

respected.
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7.2 Compatibility of the Programme with Community Structural Assistance

o - D

The activities financed by the projects are funded only from one of the sources: either from the
Programme or from the Single Programming Document in Lithuania and either from the Programme
or from the Regional OPs in Poland, or other programmes funded by the EU or other Community
Initiatives. The financing from these two sources in both countries does not overlap, and it is ensured
by the National Authorities, while analysing the projects submitted for financing in different
committees or working groups (in Lithuania — NS, in Poland — panel of experts, consisting of members
coming from different line ministries of other public authorities involved in implementation of EC

funded programmes).

o - 0 T "%

The first projects financed from TACIS were approved in 2006. During assessment process the JTS
was closely cooperating with the EC Delegation to Russia and as well Tacis Local Support Office
(LSO) in Kaliningrad. The JTS Key expert in Kaliningrad provided information to the working group
of Kaliningrad authorities, involving representatives of main ministries and as well Regional

Government, in order to exclude possibility of double financing from TACIS resources.

Besides, as considerable number of projects submitted under the Neighbourhood Programme are
continuations of PHARE CBC projects and taking into account that the last PHARE 2003 CBC
programme in Lithuania was administered by a separate unit in JTS, thus JTS employees administering
this PHARE CBC programme and the staff working with Programme closely co-operated in order to

exclude the possibility of double financing from this source.
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8. Problems Programme Met During 2006

The evident reason for difficulties the Programme met during the year of 2006, was very late
elaboration of the legal documents, necessary for the Programme implementation, such as the
Memorandum of Understanding, models of subsidy contracts, contract with Voivode, reporting forms.
This problem emerged due to quite complicated Programme management structure with intermediate

bodies and long negotiation process between participating countries.

Due to this, delay in contracting and submitting project progress reports and payment applications to
the 1% level control and JTS occurred, it affected submission of declarations to the European

Commission and decommitment of funds due to n+2.

The more complicated procedures of contracting projects within the Programme than in the other
programmes, when the project Lead partner have to sign several contracts for the same project
implementation, is influencing the delay of the Programme implementation. Furthermore the language
issue is considered as one of the substantial problems. The partners often do not understand one
another’s documents; there is a general lack of communication between them. The beneficiaries could
submit the applications in English or in national languages and during the projects selection phase the
assessors or Steering Committee members quite often read only an English language summary, which
not always reflected the crux of the project. Besides the translations into Polish of all project
documentation was needed in order that the contract with Voivodes to be signed, otherwise the Polish

co-financing is not ensured.

Despite information activities organised by JTS and RIPs — poor quality of reports submitted by the

applicants thus affecting their approval process by all institutions involved.

In 2006 there was a very intensive schedule of calls for proposals aiming to approve sufficient amount
of projects in the shortest period of time. This activity required very intensive work from JTS
employees, especially taking into account that at the same time other works have to be performed
(work with approved projects, contracting, monitoring). The workload was the main reason for high
turnover of JTS employees in 2006. That also influences a process of confirmation of reports and

application for payment in JTS.
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What concerns persistent problems in the year 2007, it should be mentioned that de-commitment risk
under the n+2 rule remains and it will be a key priority for the Programme. The responsible institutions
shall take all necessary steps in order to meet the 2007 target and to improve of the Programme’s
implementation, to speed-up and as soon as possible to finalize the process of contracting, improve the

quality of reports and strictly monitor the projects’ implementation.
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