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1. Executive Summary

In 2007 the implementation of the Lithuania, Poland and Kaliningrad Region of Russian Federation
Neighbourhood Programme (hereinafter — the Programme) was advancing substantially. During
2007 the several amendments of Programme documents were done in order to ensure efficient

implementation of the Programme.

The signing of subsidy contracts with projects continued. In 2007 the Managing Authority
(hereinafter — MA) contracted 88 Interreg subsidy contracts and the European Commission
Delegation to Russia concluded 36 Tacis contracts. In total 132 MA signed subsidy contracts with
projects since the beginning of the contracting in August 2006 and 45 by the European Commission
Delegation to Russia. The total contracted European Regional Development Fund (hereinafter —

ERDF) sum since 2006 was 32 028 170,01 EUR, Tacis amounts was 7 684 998,29 EUR.

In 2007 there were 272 joint reports submitted by Lead Partners. MA approved reports in total for 7
489 549,52 EUR ERDF.

During the reporting year special attention by the Programme implementing institutions was done in
order to ensure successful implementation of the Programme. MA and Joint technical secretariat of
the Programme (hereinafter — JTS) while dealing with issues raised by the projects organised an
internal working group and during its meeting discussed the most problematic or doubtful issues
related to project implementation. The JTS paid special attention to establishment and maintaining
good relations with the employees of the Voivodeship offices in order to share experience and
communicate requirements of the Programme to the persons involved in 1¥ level control activities.
Several documents, concentrating information relevant for the beneficiaries was prepared and
distributed during the events, via e-mail and as well could be found on the Programme website,
such as “Injection for visibility” — in short giving all the relevant information together with
examples for beneficiaries, “The most common mistakes in the reporting forms”, giving examples

of mistakes and as well the correct way of filling in the report.

In 2007, as well as in 2006, measures were taken for the preparation/implementation of the future

programmes.
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2. Major Changes in General Conditions of the Programme Environment

There were no major changes in general conditions of the Programme that considerably affected the

implementation process. This notwithstanding was gathered statistical data and described main

variations of the general conditions, which occurred in the Programme area during the last year.

2.1. General Development in the Programme Area

Area and Demography

Table 1
Area Population in Population in Population in Change from Change from
the CIP 2006 2007 2006 to 2007 in 2006 to 2007 in
the number of the number of
the inhabitants the inhabitants
in per cent
Lithuanian border ~ 897 000 869 630 869 693* 63 0.01
counties
Polish border ~ 4893 000 4827 333 4826 579 ** - 754 - 0,02
regions
Kaliningrad ~ 940 000 937353 937 353 *** 0 0
region
Total ~ 6730 000 6 634316 6 633 625 - 691 - 0,01

* Source: Lithuanian Department of Statistics — www.stat.gov.It
** Source: Central Statistical Office — www.stat.gov.pl
*** Source: Recieved no actual data from Kaliningrad Region

In demography sphere in comparison to previous reporting year a positive sign was increase in the
population of the Lithuanian border regions, although the population of the Programme area has
decreased by 691 people. The Lithuanian side of the border region had a population of roughly 869
693 and a population density of an average of 45 inhabitants per km2.

Alytus County is one of the smallest in terms of population of Lithuania border counties. At the
beginning of 2007, it had 180,80 thousand people. There are 7 towns and 1,17 rural settlements.
The average density of the county population is 33,30 persons per km®. As of the beginning of
2007, the population in Klaipeda county was 381,60 thousand people. There are 9 towns and 1 000
villages in the county. The population of Marijampole County in 2007 totalled 183,90 thousand
people. The number of population is constantly decreasing. Marijampole County has 9 towns and 1
567 townships and villages. Another county of Lithuania border region is Taurage. In 2007 it had a
population of 130 thousand people. There are 7 towns and 1 255 villages.

In 2007 in Poland border regions territorial changes were continued, which influenced the structure
of subregions. As a result, in comparison to previous year, the eligible area in Poland has slightly

decreased by 400 ha. The biggest change related to Pomorskie Voivodeship, which area has




decreased by 389 ha. It was mainly connected with verification of sea coast line. In 2007 the
eligible area had a total population of about 4 826 579 people, in comparison to preceding year the
area has decreased by 754 inhabitants. The biggest number of inhabitants was stated in Pomorskie
Voivodeship (2 203,6 th.), whereas the lowest rate was recorded in Podlaskie Voivodeship (1 196,1
th.). In 2007, as in previous years, the most populated subregion was region of Gdansk — Gdynia —
Sopot (1 807 inhabitants per kmz), whereas the least inhabited — Etcki subregion (45 inhabitants per
km?). The number of inhabitants of Polish border regions decreased by about 1,36% (i.e. 66 421
inhabitants) in comparison to the situation described in Lithuania, Poland and Kaliningrad Region

of Russian Federation Neighbourhood Programme.

Human Resources Development

GDP and Employment

Table 2
Area GDP GDP GDP GDP per GDP per GDP per
(millions (millions (millions capita* capita* capita*
euro)* in euro)* in euro)* in (euro) in the (euro) in (euro) in
the CIP 2005 2005-7 ' CIP 2005 2005-7 "
Lithuanian 3004 4305 Not indicated 3348 4375 Not indicated
border
counties
Entire Not indicated 20621 28 017,84* Not indicated 6100 8 297,90*
country
(Lithuania)
Polish border 18 646 26 377 29 616,55%* 3810 5464 6 135,18%*
regions
Entire Not indicated 242 705 273 025,68** Not indicated 6361 7 154.2%*
country
(Poland)
Kaliningrad 870 3333 2 960*** 922 2933 3 153%*x*
region
Entire Not indicated 776 264 Not indicated | Not indicated 6 698 Not indicated
country
(Russia)

" The data about the Lithuania were available for the year 2007, the data about Poland for 2005, the data about the Kaliningrad region

for 2006.

* Source: Lithuanian Department of Statistics — www.stat.gov.It

** Source: Statistical Yearbook of Regions — Poland, Warsaw, December, 2007
*** Source: Regional Committee of the State Statistics (the figures are reflected the Russian statistic but not the Eurostat)

The system of national accounts characterizes the basic phenomena of economic life: production,
income, accumulation and assets. One of the main balancing items of the system of national
accounts is the gross domestic product (GDP). There was a growth in the GDP and in the GDP per
capita in Lithuania and Poland in 2007. In the region of Kaliningrad in comparison to previous
reporting period the indicator of GDP went down by 373 EUR.

Comparing 2007 with the respective period of 2006, there was a significant increase in GDP in
Lithuania country. In the respective period of 2007 this indicator totalled 28 017,84 EUR.



Alytus County accounted for 3,7%, Klaipeda County for 11,7%, Marijampole County for 3,4% and

Taurage County, being one of the smallest counties accounted for 2,0% of GDP generated in

Lithuania.

The growth rate of the global Polish economy in 2005 was estimated as 273 025,68 millions EUR.

At the same time, registered economic growth in Polish border area was about 29 616,55 millions

EUR.

The GDP per capita in the border regions counties are well below the national and EU averages.

However Lithuanian regions have developed very rapidly. According to data, in 2007 the GDP per
capita of Lithuania totaled 8 297,90 EUR, i.e. by 2 197,90 EUR more than at the year 2006.

Comparisons of GDP per capita show that this indicator in Polish border regions increased in 2005

to the value of approximately 6 135 EUR. As in the previous reporting year, the lowest indicator
was recorded in Podlaskie Voivodship (5296,40 EUR) and the highest value of this measure
characterized Pomorskie Voivodeship (7 027,07 EUR).

Table 3
Area Average Average Average Unemployme | Unemployme | Unemployme
monthly wage | monthly wage | monthly wage | nt Rate%** nt Rate% ** nt Rate% **
(euro) in the | (euro) in 2005 (euro) in in the CIP in 2005 in 2006-7
CIpP 2006-7 '
Lithuanian 250 309 510,46* 14,00 6,10 3,20%*
border
counties
Entire country | Not indicated 370 594,00* Not indicated 8,30 4.30%
(Lithuania)
Polish border 478 565 627,28%* 21,10 16,10 13,53%*
regions
Entire country | Not indicated 621 687,46** Not indicated 14,90 11,40%*
(Poland)
Kaliningrad 72 316 277,70%** 6.90 1,40 4,50%**
region

"'The data about the Lithuania were available for the year 2007, the data about Poland and Kaliningrad region for 2006.
% The data about the Lithuania and Poland were available for the year 2007, the data about Kaliningrad region for 2006.

* Source: Lithuanian Department of Statistics — www.stat.gov.It

** Source: Statistical Yearbook of Regions — Poland, Warsaw, December, 2007

*** Source: Regional Committee of the State Statistics (the figures are reflected the Russian statistic but not the Eurostat)

Over the twelve months of the year 2007, the average monthly wages went up in Lithuania and

Poland while in the Kaliningrad region there was a decrease in sphere of this indicator.

The monthly wage in the Programme area in Lithuania fluctuated between 449 EUR and 588 EUR.

The lowest monthly wage was indicated in Taurage County (449 EUR) while the highest in

Klaipeda County (588 EUR).

In 2006 the average monthly gross wage in all Polish border regions was lower than the average for

the national economy of Poland (i.e. 687,46 EUR). In the analysed period, the highest monthly




average gross wage was stated in Pomorskie Voivodeship (686,49 EUR), whereas the lowest in
Warminsko — Mazurskie Voivodeship (588,17 EUR).

The unemployment rate in Lithuania and Poland went down in 2007, but in Kaliningrad region this
indicator wet up by 3,1%.

The situation on the labour market of country has been improving due to the faster economic
growth. Unemployment rate in Lithuania is moderate and has decreased considerably during the last
few years. Alytus County can be attributed to the regions that traditionally have one of the lowest
employment rates. Despite that, statistics showed obviously positive trends at the municipal level.
The most rapid growth of the number of the employed persons was in the resort town of
Druskininkai. The unemployment rate in Klaipeda County was close to the country’s average. The
unemployment rate in Marijampole County was much lower than the country’s average. During
2007 this indicator was decreasing especially rapidly (from 18,5 to 3,0%). In Taurage County the
growth of employment conditioned the decrease in the unemployment rate. In the county in 2004-
2007 the unemployment rate among the youth decreased quite significantly (from 29,3 to 10,1%).
The indicator became almost the lowest in the Lithuania.

In comparison to the situation described in the CIP, an average unemployment rate of three Polish
eligible regions significantly decreased. In 2007 the average unemployment rate for the entire
country was estimated as 11,4%, and decreased by 3,5 percentage points in relation to preceding
year. Podlaskie and Pomorskie Voivodeships, out of all Polish border regions, had unemployment
rate lower than the national average (suitably 10,7% and 10,9%). On the other hand, the highest
level of unemployment was registered in the Warminsko-Mazurskie Voivodship (19,0%) — the
mentioned value simultaneously constituted the highest rate of unemployment in range of all
country. Analysing the situation on the labour market in the Polish eligible subregions, similarly
like in the previous year, the highest rate of unemployment was recorded in Etk subregion (24,0%),

whereas the lowest in Gdansk — Gdynia — Sopot (3,3%).

Education
Table 4
Area Secondary Secondary Secondary Technical*/ Vocational Vocational
schools in the | schools in the | schools in the vocational schools in the | schools in the
CIpP school year school year schools in the school year school year
2006-2007 2007-2008 CIP 2006-2007 2007-2008
Lithuanian 782 408 397* 36 22 22%
border
counties
Entire country Not 1502 1472% Not 80 80**
(Lithuania) indicated indicated
Polish border 726 785 785 ** 747 Not 502%%*
regions indicated
Entire country Not 6225 6256** Not Not 3 785%*




(Poland) indicated indicated indicated
Kaliningrad 306 286 277F** 5 Not 20%**
region indicated
Entire country Not 62 500 Not Not 6297 Not indicated
(Russia) indicated indicated indicated

* Source: Lithuanian Department of Statistics — www.stat.gov.lt
** Source: Statistical Yearbook of Regions — Poland, Warsaw, December, 2007
*** Source: Regional Committee of the State Statistics.

The network of secondary schools and professional education institutions is rather well developed
in the Programme area. As in comparison to previous reporting period the same tendency was
reported in the Programme area. Due deteriorative demographic indicators and education reform the
number of secondary schools in the eligible regions of Lithuania has decreased during 2007. In the
recent year the higher education has become an important development factor. There was a rise in
colleges and a fall in the number of higher educational institutions in Lithuania border counties in
2007. Number of universities remained stable on the Lithuanian side.

Positive changes in education of the population of Lithuania border counties has become visible.
Although in Alytus, Taurage and Marijampole counties the share of the population having higher
education still does not reach the general country‘s avarage. In Klaipeda County the number of
residents having higher education was constantly increasing. It almost reached the general average

level of Lithuania.

Table 5
Area Colleges | Colleges | Colleges Higher Higher Higher | Universi | Universi | Universi
in the in years | inyears | educatio | educatio | educatio ties in ties in ties in
CIP 2005/200 2006- nal nal nal CIP years years
6 2008 ' institutio | institutio | institutio 2005/200 2006-
ns in ns in ns in 6 2008 '
CIP years years
2005- 2006~
2006 2008 '
Lithuania 7 Not 8* 8 Not 0* 2 Not 2%
n border indicated indicated indicated
counties
Entire Not Not 28%* Not Not 1* Not Not 22%
country | indicated | indicated indicated | indicated indicated | indicated
(Lithuani
a)
Polish 276 308 527%* 339 825 538** 41 56 56%*
border
regions
Entire Not 2450 3 888** Not 3719 3 719%* Not 438 441*
country | indicated indicated indicated *
(Poland)
Kaliningr 8 6 [ 1#** 10 12 Ok 2 2 2%k
ad region
Entire Not 1250 1250° Not 1068 1068° Not Not Not
country | indicated indicated indicated | indicated indic
(Russia) ated

"The data about the Lithuanian border counties were available for the year 2007-2008, the data about Piland and Kaliningrad region
for 2006-2007.

* Source: Lithuanian Department of Statistics — www.stat.gov.It
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** Source: Source: Statistical Yearbook of Regions — Poland, Warsaw, 2007
*** Source: Regional Committee of the State Statistics.

On 1 September, 1999 the introduction of school system’s reform was initiated in Poland, the rules
of which were regulated by the Law of January 8, 1999 (Regulations introducing the reform of
school system; Journal of Laws No 12, item 96 with later amendments). The current system of
education in Poland is following. Education starts from the primary school. Next is the lower
secondary level that consists of 3 years in gymnasium. This is followed by upper secondary level,
which has several alternatives, the most common being the 3 years in the general secondary schools
for youth or 4 years in vocational schools. This is followed by the higher education. Both state and
private institutions of higher education exist in the Polish border regions.

In the Polish part of the border region one may find quite a large number of education institutions.

Infrastructure and Transport

Lithuania and Poland share 4 border crossing posts: 3 road crossings (Berzniki, Budzisko,
Ogrodniki) and 1 rail crossing (Trakiszki). There is still a shortage of border crossings and cross
border roads for pedestrians and bike drivers.

In connection with join the Schengen area by Lithuania and Poland, since 21 December, 2007 all
border crossings between them have been abolished. From this date cancelled checks on persons at
internal band borders and from 30™ of March 2008 — checks on persons at air borders within
Schengen area. Safety in Schengen area is guaranteed via the enhanced control of external borders,
work in close cooperation among the border control services, police forces and legal institutions of
all Schengen states, the implementation of a common Schengen policy and the functioning of the

Schengen Information System.

Roads and Utilities

Table 6
Area paved roads paved roads paved roads | water supply | water supply | water supply
in CIP in 2005 in 2006 in CIP in 2005 in 2006
Lithuanian 19.00 115.90 326.50 * 12.80 Not indicated | Not indicated
border
counties
Polish border 42.90 55.63 55.60%** 46.80 56.70 57.92%*
regions
Kaliningrad 30.02 45.00* 41.30%** 18.30 31.80 32.12%**
region

* Source: The Lithuanian Road Administration under the Ministry of Transport and Communications of the Republic of Lithuania —

www.lra.lt

** Source: Source: Statistical Yearbook of Regions — Poland, Warsaw, 2007 or Central Statistical Office — www.stat.gov.pl

*** Source: Regional Committee of the State Statistics.
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In general in 2006, in comparison to the previous year, indicators of paved roads, water supply,
sewage, gass line and wire telephone subscribers per 1000 population increased in the Programme
area.

According to the data of the Lithuanian Road Administration under the Ministry of Transport and
Communications of the Republic of Lithuania roads in Lithuania totalled 21 320 km in 2007 (main
roads — 1 748,84 km, national roads — 4 946,58 km, regional roads — 14 624,78 km).

Density of paved roads in the three Polish border regions slightly decreased in comparison to the
previous year, whereas the density of hard surface public roads increased by approximately 29,6%

in relation to the data presented in the Neighbourhood Programme.

Table 7
Area sewage® | sewage* | sewage* | gas line* gas gas line* Wire Wire Wire
in CIP in 2005 in 2006 in CIP | line* in in 2006 telephone | telephon | telephon
2005 subscriber e e
s per 1000 | subscrib | subscrib
populatio ers per ers per
n (2000) 1000 1000
populati | populati
on in on in
2006 2006-
2007'
Lithuan 5.60 Not 17.52* 5.00 Not Not 283.20 Not Not
ian indicated indicate | indicated indicated | indicated
border d
countie
S
Polish 13.0 18.60 19.40 ** 11.2 12.10 12.76 ** 272.90 279.10 | 288.00%*
border 0 0
regions
Kalinin 8.60 16.60 16.66%*** 8.10 Not 10.60%*** Not 306.00 Not
grad indicate indicated indicated
region d

" The data about Lithuania was available for 2007, the data about Poland for December, 2006and Kaliningrad region for 2006.
* Source: The Environmental Protection Agency — www.aaa.am.lt

** Source: Statistical Yearbook of Regions — Poland, Warsaw, 2007 or Central Statistical Office — www.stat.gov.pl
*** Source: Regional Committee of the State Statistics

Due to the data of Polish Central Statistical Office in 2006 a number of wire telephone subscribers
per 1000 inhabitants was slightly higher than presented in the Neighbourhood Programme. As
regards cellular phone market in Poland, a number of cellular mobile telephone subscribers per
1000 inhabitants amounted to 348,00 in June 2006. According to this information, the number of
cellular mobile telephone subscribers per 1000 inhabitants is higher than wire phone subscribers. It
confirms that the cellular phone market in Polish eligible area, as in the whole country, is gradually
improving in terms of an increase in the number of customers as well as the introduction of many

NEew services.
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Nature and Environment

The Programme area consists of rich environmental and nature values. The landscape features of
the Programme area are relatively similar with large forested plots containing numerous rivers and
lakes. It is an area predominately of rolling hills with some marshlands parts of the region being
drier with more coniferous forests and sandier soils.

Polish border area encompasses legally protected areas possessing unique environmental value that
in 2006 covered 37.63% of the eligible area and slightly decreased (by 0.02 percentage point) in
comparison to the previous period.

The Programme area has an atractive lanscape, relatively low air and water pollution, which usually
does not exceed the allowable limiting concentration.

The main source of emission to ambient air in the Lithuanian border counties in 2007 was transport
sector. Concerning Mission to air from stationary sources the situation in Alytus County is the best
compare with other Lithuanian counties. The main contribution of wastewater in the Lithuania
border regions is industry and household. In general quality of water due decreasing industry
intensity is improving, but important problem remain — pollution from diffused pollution sources
such as agriculture. Quality of the biggest Lithuanian river Nemunas is considering as medium
polluted. Soil quality monitoring in Lithuania is implemented partly, only monitoring of soil acidify
and land use changes due urbanization are monitored.

In comparison to the previous year, water consumption for needs of the national economy and
population in Poland increased to 11 253.8 hm’® in 2006. Nevertheless, the water consumption in
Polish border regions was estimated as 443.2 hm’ and was slightly lower than in the previous year.

More detailed figures on the water consumption in the Polish eligible regions in 2006 were the

following.
Table 8
Area Total Industry Agriculture and Exploitation of
(in hm®) (in %) forestry (in %) water-line system
(in %)
Podlaskie Region 78.90 18.40 23.60 58.00
Pomorskie Region 241.80 56.50 4.50 39.00
Warminsko- 122.50 24.70 28.90 46.30
Mazurskie Region
Entire country 11253.80 76.00 9.70 14.20
(Poland)

Source: Statistical Yearbook of Regions — Poland, Warsaw, December 2007.

In comparison to other areas of Poland, the degree of pollution in the border area is relatively low.
In comparison to the rest of the country, the share of particular pollutants is:
- industrial waste produced within a year — 3.3%,

- communal waste produced within a year — 12.47%,
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- dust pollution emitted by industrial plants especially hazardous to the environment —6.63%,

- gas pollution emitted by industrial plants especially hazardous to the environment —2.93%.
According to the data of Polish Inspection of Environmental Protection, out of 122 controlled lakes
in Poland, 40 lakes were located in Polish border regions. Only four of them were classified as the

first class of cleanness.

Tourism

Tourist traffic in the Programme area has been growing rapidly during the last years. Tourism is an
attractive development area for the Programme area as it has great possibilities to use the exiting
natural resources that tourists find attractive. However, investments into tourism infrastructure and
training of the service-oriented industry are still required.

There were 149 tourism establishments (hotels and other facilities) in the Lithuania border counties
in 2006, where approximately 183 600 tourists were accommodated.

In 2006 the Polish part of the border region had 1 338 tourism establishments with 133 974 beds. In
the analyzed period the most tourist accommodation establishments were provided by Pomorskie
region (797), whereas the least by Podlaskie region (176). Tourist accommodation was provided to
8 695 600 people.

Tourism is growing in the Kaliningrad region with 223 300 tourists in 2000 and 274 700 in 2002. In
2006 tourist totaled 356 400.

2.2. Policy Development

Economic Development, Industry

In 2007, as in the previous reporting period, in the Lithuanian border counties the development of
economy and industry was based on the regional development plans prepared for the years 2006-
2013 which were being implemented. There were no major changes in each county’s focus on
certain branches and sectors of economy.

Analyses of the economic growth by sector show that the leading role in Polish border regions is
played by market services (among other: hotels, restaurants and financial agencies) on the first

place and just behind them industry and constructions.
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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 — JIMSC) according to
the approved Rules of Procedure on 9 February, 2005 and amended on March 16, 2006 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
(hereinafter — 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 JMSC, JMSC chairmanship rotates among the participating countries annually. In 2007
Lithuania has been chairing the meetings of the JMSC.
In 2007 three JIMSC meetings were held in the Programme:

1. 9™ meeting: 20-21 February, 2007 in Kaliningrad (Kaliningrad Region of Russian
Federation);

2.10" meeting: 14 June, 2007 in Vilnius (Lithuania);

3. 11™ meeting: 16-17 October, 2007 in Augustow (Poland).
During these meetings the JMSC dealt with the following Programme steering issues: decisions
were made regarding the last projects to be funded from Tacis funds, funds not distributed in
Priority 2 were allocated for funding of 2 projects (No 2006/309 and No 2006/317 — 85 thousand
EUR of ERDF funds) which have been submitted in the previous call and their assessment was
quite positive (9th JMSC meeting), funds not distributed/saved were allocated for additional
funding of projects (additional funding for 1 project from Priority 2 — 4,5 thousand EUR ERDF
and 9 projects from Priority 1 — in total 826 thousand EUR of ERDF funds) (9th and 10™ JMSC
meetings); approval of Programme Communication Action plan for 2008 (1 1™ IMSC meeting),
approval of submitted requests for changes in projects. At the same time several important
Programme monitoring issues were made — change of Programme Complement (due to
reallocation of funds from Priority 2 to Priority 1 which on 4 September, 2006 was approved by
JMSC and consequently approved on 29 January, 2007 by the Commission) (9™ JMSC meeting),
decision to cover decommitment of the year 2006 from not distributed Priority 2 funds (9" JMSC
meeting); approval of Annual Report for 2006 (10" JMSC), approval of Annual Workplan for
2008 (11™ JMSC), decision on possibility to extend duration of infrastructure projects till 30
June, 2008 and measures to avoid decommitment in 2007 (11th JMSC), establishment of the
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Programme Closure Group and financing its activities from Technical Assistance (hereinafter —
TA) (11" JMSC).

Besides, during the whole year in urgent cases decisions were made using the possibility of
written procedure. By written procedure the Monitoring Committee on 4 September, 2007
approved change of the Programme Complement (due to decommitment of funds in 2006 and
subsequent change of CIP approved by the Commission on 19 July, 2007); amended TA budget
(on 4 June, 2007 — allocated funds for establishment of position of Financial Manager in JTS,
financial support of 1% level control bodies and financing preparation of new programmes
Lithuania and Poland participates and on 9 July, 2007 — establishment of new position of
Regional Development Project Manager in JTS); on 6 December, 2007 approved the changed
model forms of the Subsidy Contract and as well Contract between the Polish lead/financial
partner and corresponding Voivode of the Republic of Poland (adding provisions related to
extension of duration of infrastructure projects till 30 June, 2008). As well decisions on various
issues have been made by the Steering Committee, i.e. the possibility to extend project duration,
change of partnership in the projects, change of indicators in the projects, reallocations between
project budget lines exceeding 20% have been analysed and decision were made. In total 51

decisions were made by the JIMSC by written procedure during 2007.

3.2. Main Implementing Bodies of the Programme

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

Ministry of Interior of the Republic of Lithuania (hereinafter — Mol) acts as a 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 Sub-
Paying Authority (hereinafter — Sub-PA).

The Joint Technical Secretariat of the Programme

On 31 January, 2007 the MA and Public institution INTERREG Joint Technical Secretariat
concluded Contract No. 1VL — 53 for the purpose of ensuring proper provision of services in
2007 for the implementation of the Programme set forth in the 2005 — 2007 Strategic Action Plan
of Mol.

In the end of 2007 the list of staff of JTS consisted in the total of fifteen employees: Director,

Chief Accountant, four Project Managers (Regional Development), three Financial Project
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Managers, Project Manager — Lawyer, Project Manager — Engineer, Financial Controller,
Information Officer, Office Administrator and Key expert in Kaliningrad (the last position
financed from Tacis TA funds under the contract between the European Commission and the
JTS). By the end of 2007 all the positions were filled in. Despite the fact that one employee from
Poland left the JTS in 2007, however decision to employ Financial Manager from the people
participating in the previous selection was taken and this procedure was not so complicated as
during previous years. Finally, after allocating additional funds for reimbursing lodging expenses
for Polish employees, the turnover of employees in the JTS was stopped.

In the end of 2007 the decision to change the title of the public entity INTERREG Joint
Technical Secretariat in to the public entity Joint Technical Secretariat was taken and on 28
December, 2007 the Minister of the Interior has issued an Order approving such change and as
well the new Statutes of the organisation. The Register of Legal entities has registered this
change on 21 January, 2008. The change was related to preparation of the organisation to start
work with several programmes in the period of 2007-2013, i.e. Cross-border Cooperation
Programme Lithuania-Poland and Latvia, Lithuania, Belarus European Neighbourhood

Partnership Instrument (ENPI) Programme.

3.3 Other Institutions Involved in Programme Implementation

National Subcommittee in Lithuania

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. 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. In 2007 no meetings of the NS were organised as the calls for proposals are closed due to

lack of funds.

National Polish Panel of Experts in Poland

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. In
2007 no meetings of the national Polish panel of experts were organised as the calls for proposals

are closed due to lack of funds.
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Regional Information Points in Poland

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 TA 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).

4. Progress in the Implementation of Priorities and Measures

4.1 Progress in the Implementation of the Programme

Project Generation

In 2007 no project generation activities were needed as the last 6th call for proposals was organized
in 2006 (August-October). Only Tacis funds were available, therefore the call was pure Tacis call.
30 applications, received during the last call, were finalized to be assessed by JTS project managers
in the beginning of 2007 and selected for funding by the members of the Steering Committee in
February 2007. During the reporting period the arrangements for selection have not been changed
and selection was organised as in the previous years.

In Table 9 one can see more detailed data on the last organized call for proposals.

Table 9
Submitte Projects Projects Projects Projects
d rejected Projects Projects not withdrawn approved | put to the
Calls applicati during recommend | recommended by by the SC | reserve list
technical ed by JTS by JTS applicants
ons
assessment themselves
Sixth
TACIS
call*
21 August,
2006 — 30 1 11 18 0 12 2
20
October,
2006

* Applications were submitted in 2006, but the assessment was finalised in 2007.

As well 2 previously not approved Interreg projects were approved by the members of the Steering
Committee in February 2007 while distributing remaining ERDF funds. The list of previously not
approved projects, which were scored quite high during assessment, was prepared by the JTS and
the Steering Committee took a decision which projects to approve and set the relevant approval

conditions.
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In total in 2007 the IMSC approved 14 projects.

Since the beginning of the Programme up to the end of 2007 the total number of submitted
applications was 409, and the total number of approved applications 161 (for the total amount of 33
265 299,08 EUR ERDF and 8,3 min EUR Tacis grant). 2 projects were put into the reserve list as
the total available amount depended on the contracting of previously approved projects by the

Commission Delegation to Russia.

Analysis of the Approved Applications by Target Regions of the Programme
The approved applications in 2007 by region are illustrated in the Diagram 1.

Diagram 1
Approved projects (quantity) by region in 2007
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As last call for proposals was only for pure Tacis projects we can see big dominance of Lead
Partners/Tacis Responsible Partners from Kaliningrad Region. Several applicants from Lithuania
and Poland decided to implement Tacis projects as well. Both Interreg projects approved
additionally in 2007 have Polish Lead Partners from Pomorskie Voivodeship.

Some projects faced financial problems in implementation phase, caused mainly by significant
increase of prices, and changes in EUR value towards national currency PLN. In order to help
Beneficiaries JMSC decided to allocate saved funds as additional money for project partners that
are below maximum funding level. On 21 February, 2007 JMSC decided to allocate additional
funding to 9 projects (8 from Priority 1, and 1 from Priority 2) for total amount of 587 098,19 EUR
and on 14 June, 2007 to allocate additional funds of 244 000,00 EUR ERDF for 1 project in Priority
1. In total 831 098,19 EUR ERDF were allocated as additional funding during 2007. After the

February decision was taken, one project (Polish Lead Partner, Priority 1) refused contracting
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additional funding. Total additionally contracted amount was 720 598,54 EUR ERDF (622 602,24
EUR for Polish Partners, and 97 996,30 EUR for Lithuanian Partners).

4.2 Programme Progress in Implementing Priorities 1 and 2

Comparison of the Approved Applications by Programme Measures
Out of 14 approved projects in 2007:

7 Tacis projects and 2 Interreg projects were approved under Priority 1
“Competitiveness and productivity growth of the cooperation are through development of cross
border infrastructure and border security, economic and scientific/technological cooperation”

5 Tacis projects — under Priority 2 “Contribution to the cooperation between
populations, socio-cultural integration and the labour market™.

Out of 2 projects in the reserve list:

1 project was approved under Priority 1 “Competitiveness and productivity growth of
the cooperation are through development of cross border infrastructure and border security,
economic and scientific/technological cooperation™

1 project — under Priority 2 “Contribution to the cooperation between populations,
socio-cultural integration and the labour market™.

A list of all approved projects is attached (Annex 1).

Approved projects by measures are shown in Diagram 2.

Diagram 2

Approved projects (quantity) by measures in 2007
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The interest in the sphere of economic and technology development, as well as support to local

societies’ initiatives (measures 1.1 and 2.1) was the biggest among the submitted applications. As a
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result most projects were approved in those spheres. The interest in the sphere of physical and
border infrastructure development, as well as tourism and cultural infrastructure development
(measures 1.2 and 1.4) was lower and as a result none projects were approved in measure 1.2 and 2

projects approved in measure 1.4.

Examples of Approved Projects

Measure 1.1. Good example of project approved under Measure 1.1 in 2007 is Tacis project
“Elaboration of package of measures for the development of the infrastructure of municipalities in
Kaliningrad region to ensure the inflow of investments”.

Main activities to be implemented and expected outputs of this project are:

- conducting research of the business infrastructure of municipalities of the Kaliningrad
region and possibility of infrastructure development to ensure the inflow of investments,
elaboration of package of measures for the development of the infrastructure of municipal
units;

- creating profiles on municipalities specifying their infrastructural potentialities and offers of
the municipal units for investing;

- realization of a sequence of events aimed at increasing the level of awareness about the
municipalities and their resources (seminars, conferences, round table sessions,
presentations of the municipal units of Kaliningrad region, arranging business visits of
potential investors to the municipal units of Kaliningrad region, arranging visits of the
authorities of municipal units of Kaliningrad region to the near-border municipalities of
Lithuania in order to adopt experience of attracting investments);

- creation of web-site and electronic map of Kaliningrad region specifying investment
potentialities of municipal units of Kaliningrad region;

- Preparation of booklets and CDs “Investments to the Kaliningrad region” in Russian,
English, Polish, Lithuanian (500 copies in Russian and in English, 250 copies in Lithuanian
and in Polish).

Measure 1.2. No projects were approved under this Measure in 2007.

Measure 1.3. One of the projects approved in 2007 under Measure 1.3 is “Establishment of
household solid waste management complex in Gusev city district”.

Main activities to be implemented and expected outputs of this project are:

- comparative analysis and the choosing of the acceptable technology of separate collection of
solid household waste in Gusevsky district, from partners in Olezko, Suwalky (Poland),
Mariampole (Lithuania);

- training and seminars with participation of Polish and Lithuanian experts and trainers;
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preparation of the site for installation of Solid waste sorting complex;

technical-economic justification of installation of the Complex and environmental expertise;

installation of Solid waste sorting complex in Gusev , for waste collecting from districts of
border territory of Kaliningrad region’s east part (Gusev, Kranoznamensk, Ozersk,
Nesterov, Chernyakhovsk);

creation of the profitable and safe system of HSW management in district;

ecological actions (such as “Day of the Earth", "Day of pure water) in interaction with
partners from Lithuania and Poland;

recommendations on improvement of legislation in solid waste management.

Measure 1.4. Under this Measure 2 Tacis projects were approved in 2007. One of them is: “History

of wars of 20" century in memorials to their participants”.

Main activities to be implemented and expected outputs of this project are:

creation of an electronic database about monuments and military memorials to soldiers of |
and II World wars in Kaliningrad Region. Creation and maintaining of the web-site;
preparing and publishing catalog on the memorials of I World war on the territory of
Lithuanian border regions and the Kaliningrad region;

reconstruction and restoration of 14 memorials of I World War in the territory of
Kaliningrad Region;

information activities (seminars, publications on the project progress in the press).

Measure 2.1. This Measure was the most popular in last Programme call for proposals. 3 Tacis

projects were approved under this Measure, 2 were put into reserve list, and 1 of additionally

approved Interreg projects will be funded under Measure 2.1 as well. Example of Tacis project

approved in 6™ call is: “Partnership between Russian and Polish authorities as a basis of cross-

border cooperation”.

Main activities to be implemented and expected outputs of this project are:

elaboration of methodical and practical components of study-courses and study visits;
organization of study-course and study visits for the representatives of the Administrative
block of local authorities of Kaliningrad region;

organization of study-course and study visits for the representatives of the Financial-
Economic block of local authorities of Kaliningrad region;

organization of study-course and study visits for the representatives of the Social block of
local authorities of Kaliningrad region;

“Good practice” manual for local authorities of Kaliningrad region to be prepared as a

brochure and CD.
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Measure 2.2. One of 3 projects approved under Measure 2.2 (2 Tacis projects, and 1 of additionally

approved Interreg project) is “On the trail of the castles in the Baltic Sea region - revitalisation and

promotion of the objects”.

Main activities to be implemented and expected outputs of this project are:

elaboration of the strategy for the development of tourism at 9 castles in the Kaliningrad
Region;

elaboration of the technical documentation on the revitalization of the castle in Labiau
(Polessk);

extension of the Association’s four-lingual webpage concerning castles and museums in the
Baltic Sea region by information on 9 castles situated in the Kaliningrad Region;
production of promotional and information publications about the Gothic castles (brochures,
posters, maps);

information exchange activities (seminars, study visits).

Achievement of Planned Outputs and Results of the Approved Applications

15 Interreg projects out of 134 implemented were finalized and their reports approved in 2007. All

of them — 1 in Priority 1 (Measure 1.2), and 14 in Priority 2 (7 in Measure 2.1 and 7 in Measure 2.2)

— reported achievement of planned indicators. Achievement of main Programme indicators by

Measure is as follows:

Table 10 (1 finalized project)

Planned
in Achieved

Measure 1.2 Indicators project | by project %
Number of cross-border infrastructure objects 0 0 0
Number of projects enhancing the border security 1 1 100
Time saved for the journey and transportation of goods

across the border 0 0 0
Improved  cross-border integration of  existing

infrastructure networks (No. of new or improved

infrastructure networks) 0 0 0

Table 11 (7 finalized projects)

Pla.n ned Achieved o

n by project 7o
Measure 2.1 Indicators project y proj
Number of cross-border events 123 131 107
Number of persons trained or consulted 959 1362 142
Strengthened cross-border cooperation between local

36 35 97
actors (number of new local cross-border contacts)
Improved adaptability of employees to meet market
needs 6 6 100
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Table 12 (7 finalized projects)

Planned |\ hieved |
n by project %
Measure 2.2 Indicators prpject Y proj
Number of supported cross-border relevant initiatives 19 19 100
Number of target persons participating in projects and 28 379 38 658 136
events
Number of new cultural links 10 11 110

6 Tacis projects finalized their activities in 2007, however European Commission Delegation to
Russia didn’t approve any final report till the end 2007. Therefore there is no data on indicators

achieved.

ERDF Resources Allocated for Approved Projects

In total 34 096 397,27 EUR ERDF was allocated for approved projects by the end of 2007. The
amount of 33 179 983,58 EUR was reported in the previous reporting period. The amount of 85
315,50 EUR was allocated for 2 additionally approved projects and the amount of 831 098,19 EUR
was allocated as additional funding for the ongoing projects in 2007. The ERDF allocations are

indicated in Table 13.

Table 13
Total ERDF allocations for Total ERDF Total ERDF allocations 2005-
allocations 2007,
measure, EUR EUR 2007, 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

4276 178,00 | - | 4 242 891,26

Measure 1.2 Improvements in physical and border security infrastructure to encourage
development of the border area

7 984 746,00 | 360 151,60 | 8 397 941,05

Measure 1.3 Environmental protection and growth of energy efficiency and promoting
renewable energy sources

4 882 293,00 | 6 933,96 | 5 115 547,30

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

8 700 263,00 | 459 512,63 | 9019 222,93

Priority 2 Contribution to the cooperation between populations, socio-cultural
integration and the labour market

Measure 2.1 Support of local societies initiatives

3 955 994,00 | 54 375,00 | 3 814 948,75

Measure 2.2 Regional cultural identity and cultural heritage

3 707 213,00 | 35 440,50 | 3 505 845,98
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Total ERDF allocations for Total ERDF Total ERDF allocations 2005-
allocations 2007,
measure, EUR 2007, EUR
EUR
TOTAL:
33 506 687,00 | 916 413,69 | 34 096 397,27

Contracting Situation

The signing of subsidy contracts with projects continued in 2007. The MA contracted 88 Interreg
subsidy contracts and the European Commission Delegation to Russia concluded 36 Tacis
contracts. In total 132 subsidy contracts MA signed with projects since the beginning of the
contracting in August 2006 and 45 by the European Commission Delegation to Russia.

For the next reporting period only 2 subsidy contracts are left to be signed by MA (the contracts
have been signed in the very first days of 2008) as 4 projects were withdrawn from the project
implementation (1 project in 2006: national Polish project 2005/081 “Designs and reports for
reconstruction of provincial road No 501 for the section Krynica Morska - The National Border” in
Measure 1.2 as it could not meet the conditions; and 3 projects in 2007: joint Interreg project
2005/182 “The Goldap Cultural Meetings “Mazurian Nest” in Measure 2.2 as both Lead Partner
and Financial Partner met with financial problems, joint Interreg project 2006/270 “Veisiejai and
Punsk's youth encouragement within sport activity” in Measure 2.1 as Lead Partner met with
financial problems, joint Interreg project 2006/281 “RETURN - Empowering reintegration of young
women into labour market and social life” in Measure 2.1 as JMSC decided that project lost its
cross border effect after the Lithuanian Financial Partner has withdrawn from the project
implementation).

In Interreg/Tacis project 2006/294 “The development of vocational training in Nemunas euroregion
and stimulation of youth cooperation” Tacis part was refused to be contracted by European
Commission Delegation to Russia after Tacis Responsible Partner passivity to act. Therefore JMSC
decision in August 2007 was taken to amend the project application and continue with joint Interreg
project without Tacis part.

In joint Interreg project 2006/329 Lithuanian Financial partner refused to sign the contract with
MA, therefore only the subsidy contract is signed with the Polish Lead partner.

The detailed number of Interreg subsidy contracts signed by MA for each measure is indicated in
Diagram 3 and the detailed number of Tacis subsidy contracts for each measure is indicated in

Diagram 4.
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Diagram 3

Contracting situation (ERDF) by Measures
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The total contracted ERDF sum in 2007 was 19,1 mln EUR, Tacis amount was 6,6 mln EUR.

The funds allocated to Interreg (from ERDF) and Tacis projects by measures in the Subsidy

contracts in 2007 are indicated in Table 14 below.

Table 14
Contracted ERDF amounts, Contracted TACIS grant amounts,
Measure EUR EUR
1.1 3441 840,92 1 957 544,20
1.2 4001374,97 0,00
1.3 1 867 695,90 1801 263,35
1.4 4738 756,14 643 317,22
2.1 3101413,29 1393 230,93
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Contracted ERDF amounts,

Contracted TACIS grant amounts,

Measure EUR EUR
2.2 1925 327,86 796 842,94
Total: 19 076 409,08 6592 198,64

The total contracted ERDF sum since 2006 was 32.028.170,01 EUR, Tacis amounts was 7 684

998,29 EUR.

The funds allocated to Interreg (from ERDF) and Tacis projects by measures in the Subsidy

contracts since August 2006 are indicated in Table 15 below.

Table 15
Contracted ERDF amounts, Contracted TACIS grant amounts,
Measure EUR EUR

11 3756 678,92 2211 344,29
12 8112 595,32 0,00
13 4 875 359,95 2220 766,35
14 8403 159,36 703 777,52
21 3623 601,20 1 704 486,28
22 3256 775,26 844 623,94

Total: 32028 170,01 7 684 998,29

Project monitoring

31 Interreg projects started to be implemented and 69 finalized their activities in 2007. Out of them
5 were started in 2005, 48 in 2006 and 16 in 2007.

Diagram 5
Projects starting and ending activities in 2007 by Measure
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Projects in Priority 1 are usually longer than soft projects in Priority 2. Priority 1 projects are often

lasting till 2008, and many Priority 2 projects finalized their activities already in 2007.
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Out of all finalized projects (79 from the beginning of the Programme implementation) 15 final
reports were approved in 2007: 1 in Priority 1 (Measure 1.2), and 14 in Priority 2 (7 in Measure 2.1
and 7 in Measure 2.2).

As well 6 Tacis projects finalized their activities in 2007, but European Commission Delegation to
Russia didn’t approve any final report in 2007.

In 2007 JMSC took an important decision to allow Interreg infrastructure projects to be
implemented till 30 June, 2008.

Generally, the biggest part of the projects needed the project implementation extension the main
reason being the delayed contracting. Subsidy contract amendments were prepared by the JTS and
forwarded to the MA.

Because of the EUR/PLN exchange rate changes, bad budget planning or increased prices projects
were requesting quite many budget reallocations as well. The JTS analyzed all the requests and
proceeded for MA or IMSC decision depending on the rate of reallocation requested.

Voivodeship offices were provided with the relevant decisions on project extensions and budget
reallocations in due time.

Programme institutions performed checks on spot in projects to monitor the implementation and
reporting progress. 1% level control institutions in Poland performed several checks on spot in
problematic projects during their implementation (5 checks in 2007), and checked on the spot all
ended projects before approving final report (31 checks in 2007). In total 1* level control
institutions in Poland controlled 36 Projects (7 in Podlaskie Voivodeship, 7 in Pomorskie, and 22 in
Warminsko-Mazurskie). If shortcomings or deviations were found, projects were requested to take
some corrective measures, and/or eligible expenditures were decreased.

1* level control institution in Lithuania audit company JSC “IDG auditoriai” (centralysed audit
company selected by the Mol) performed 12 planned checks on spots, all performed before final
payment to the Project (Diagram 6).

Diagram 6
Checks on spot performed in 2007 by Lithuanian and Polish 1st level
control Institutions by Measure
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In 2007 JTS project managers visited 30 projects: 11 in Lithuania and 19 in Poland (Diagram 7). If
any problems and/or shortcomings were discovered during check on spot, JTS project managers
requested beneficiaries to fill in action plan, and report on correcting measures taken.

Diagram 7

Checks on the spot performed by JTS in Project Partners Institutions by
Country and Measure
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In order to help beneficiaries to avoid mistakes in reporting JTS Project Managers together with 1*
level control institutions performed 5 trainings on reporting (2 in Poland and 3 in Lithuania), and 1

personal consultation for projects in Olsztyn.

5. Financial Implementation of the Assistance

5.1 Payment Requests to the Commission

On 21 May, 2007 the PA submitted to the Commission the Application for the sixth intermediate
Reimbursement of Payments with a total request of 138 091,59 EUR out of which the Lithuanian
share amounts to 127 219,03 EUR. 138 091,51 EUR was transferred by the Commission on 13
June, 2007.

On 17 August, 2007 the PA submitted to the Commission the Application for the seventh
intermediate Reimbursement of Payments with a total request of 727 365,79 EUR out of which the
Lithuanian share amounts to 170 233,97 EUR. It was transferred by the Commission on 5
September, 2007.

On 14 November, 2007 the PA submitted to the Commission the Application for the eighth
intermediate Reimbursement of Payments with a total request of 1 890 271,67 EUR out of which
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the Lithuanian share amounts to 462 497,15 EUR. It was transferred by the Commission on 5
December, 2007.

On 29 December, 2007 the PA submitted to the Commission the Application for the ninth
intermediate Reimbursement of Payments with a total request of 10 430 120,46 EUR out of which
the Lithuanian share amounts to 2 772 686,70 EUR. It was transferred by the Commission on 6
February, 2008.

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 2005, which was the subject of the n+2 rule by the end of 2007,
amounted to 11 795 120,00 EUR. After the submitted declaration for the 3™ Quarter of the year
2007 the Programme still had to certify amount of 9 039 391,00 EUR in order to avoid loss funds
under the n+2 rule. There were two main reasons for the high risk of the de-commitment in 2007:
1) the late start of projects implementation (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 situation was carefully monitored by all Programme institutions from the very
beginning of the year;
- JTS set a number of measures to monitor projects situation, i.e.:

o 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;

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

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

o requesting the projects to assess possibilities of making planned investments at

an earlier time than initially targeted,
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- institutions, intended to declare TA spending, were encouraged to submit their reports
without delay;
- agreed with PA the possibility of submitting intermediate Programme payment claim
on 19 December, 2007;
- additionally, Polish Ministry for Regional Development:
o 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.
The all measures mentioned above have been efficient and the submitted payment requests to the
Commission at the end of year 2007 were certifying a total of 13 164 512,00 EUR, exceeding the
target amount by 1 369 392,00 EUR (Diagram 8).

Diagram 8

Allocated ERDF funding for the Programme in 2005 and payment
claims submitted to the Commission in 2007, EUR
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5.3 Reporting Situation

Due to the delay in the contracting procedure, the reporting began rather late; only few reports were
submitted and approved in 2006. Situation changed in 2007, by the end of the year there were 272
joint reports submitted by Lead Partners (42 of them were rejected). MA approved reports in total
for 7 489 549,52 EUR ERDF (out of this 1 246 245,33 EUR of reports submitted in 2006). Part of
this amount — 2 881 750,30 EUR was already declared to the Commission in 2006 (basing on 1%
level control confirmations).

In parallel to assessment of joint reports national reports were certified in 1% level control
institutions. In 2007 1% level controllers certified additionally 5 971 935,36 EUR ERDF. This

amount was declared to the Commission in December 2007 together with all reports approved in
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JTS (except for amount already declared in 2006) and 1 955 041,84 EUR being assessed in JTS in

the end of the year.

Diagram 9
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ERDF amounts actually paid out for Lithuanian and Polish Beneficiaries and payments received

from the EC from the beginning of the Programme implementation till the end of year 2007 are

presented in Table 16. The detailed information on amount paid out to the beneficiaries in each

country by project is presented in Annex 2.

Table 16

Priorities and

Amounts paid out for

Amounts paid out for

Payments received from EC
(EUR, including advance

Measures Lithuanian Partners (EUR) Polish Partners (EUR) payment) (EUR)
Measure 1.1 66 600,89 253 122,73

Measure 1.2 709 822,09 1 639 104,04

Measure 1.3 106 035,24 1670 603,01

Measure 1.4 233 388,41 2054 786,76

Priority 1 1115 846,63 5617 616,54 12 133 804,68
Measure 2.1 233 388,41 375 981,55

Measure 2.2 20 889,51 500 568,43

Priority 2 254 277,92 876 549,98

TOTAL 1370 124,55 6 494 166,52

European Commission Delegation to Russia didn’t pay out any amount to Tacis Project Partners in

2007.

5.4. Use of Programme Technical Assistance

The TA budget of the Programme approved on 9 February, 2005 during the first JIMSC meeting in

the amount of 3 653 114,31 EUR and amended by written procedure on 4 June, 2007 and 9 July,

2007. The following important changes were introduced into the budget: approved additional




31

allocations for financial support of 1* level controllers on both sides, established 2 new positions in
the JTS — Financial project Manager and Regional Development projects manager. 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 provide information activities. The newly approved
TA budget for 2007 amounts to 1 296 308,25 EUR (Annex 3).

In 2007 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 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 JIMSC members
to/from the meetings and their accommodation costs during the meetings).

Part of TA funds were spent for preparation of the new 2007-2013 programmes being implemented
by Lithuania and Poland in the whole or part programme territory, i.e. Lithuania-Poland CBC
programme, South Baltic CBC programme and Lithuania, Poland and Russia ENPI programme.
Funds were spent on preparation of the mentioned programme documents, covering of travel and
accommodations costs for the programming task force meeting members, preparation of the draft of
the Programme Manual for the Lithuania-Poland CBC programme. The amount of 22 184,57 EUR
was spent in Lithuania and Poland for these purposes.

Also, a part of the funds kept as an undistributed (contingency) reserve were spent by Polish and
Lithuanian institutions involved in the 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 Application Form
from English into Polish). 27 941,33 EUR have been spent for these activities during 2007.

In total in 2007 from TA while implementing the first task in both countries were spent 628 771,93
EUR.

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).
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Some of the Programme funds was spent for preparation of SEA and Ex-ante for the new period
2007-2013 programmes and for advertising the new programmes during events held in Lithuania
and Poland, i.e. on 24 October, 2007 JTS organised a Conference called “The o step of territorial
cooperation” where the journalists, high-rank officials, representatives of national, regional and
local authorities were presented with the results of the Programme and informed about the
possibilities of cross-border cooperation in the period of 2007-2013; on 18 April, 2007 Pomorskie
Regional Contact point organised a conference for representatives of regional and local authorities
and non governmental organizations (hereinafter - NGO) in Gdansk in order to share the experience
of the Programme and the plans for taking part in the programmes of 2007-2013 and on 15 October,
2007 Warminsko-Mazurskie Regional Contact point organised a similar conference in Bartoszyce.
From these funds the new Lithuania-Poland CBC programme logo was created and as well the new

website www.lietuva-polska.eu was established. 40 925,79 EUR were spent in total for these

purposes in Lithuania and Poland.

A certain part of the funds allocated for computerised monitoring system in 2007 was spent for
arrangements to establish connection of other institutions to the database, for this purpose special
licences were purchased. For ensuring safe storage of data a special server and uninterruptible
power supply was purchased, as well programming for automatic backup of the documents was
done.

The amount of 101 758,78 EUR was spent while implementing the second task. The combined
amount of the TA funds spent in 2007 was 730 530,71 EUR. The amount of 566 250,08 EUR

allocated for 2007 was not spent. The use of Programme TA is shown in Annex 4.

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
prepared and agreed among the involved countries during 2007:
- the amendment to Lithuania, Poland and Kaliningrad region of Russian Federation
Neighbourhood Programme document related to decommitment of funds of 284 620,00
EUR, which basing on proposal of JMSC was approved by the Commission on 19 July,
2007 deducting decommitted funds from Priority 2;
- Programme Complement approved on 21 February, 2007 due to reallocation of 500 000,00
EUR from Priority 2 to Priority 1;
- Programme Complement approved on 4 September, 2007 due to deccommitment of funds

from Priority 2;
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- Model form of the Subsidy Contract and Contract between Polish Beneficiary (Lead
Partner/Financial Partner) and the relevant Voivode (Intermediary Body) (approved by
written procedure of the IMSC on 6 December, 2007) adding provisions related to extension
of infrastructure projects till 30 June, 2008;

- new version of “Guidelines on filling in and submitting the Progress/Final Reports and
(Joint) Applications for Payment of projects co-financed from European Regional
Development Fund and Tacis Cross-border cooperation project facility under Lithuania,
Poland and Kaliningrad Region of Russian Federation;

- Programme TA Budget amended on 4 June, 2007 allocating funds for establishment of
additional position of Financial Manager in JTS, allocating funds for financial support of 1*
level control bodies in both countries; allocating funds for financing preparation of the
activities related to the new programming period;

- Programme TA budget amended on 9 July, 2007 establishing additional position of the
Regional development Project Manager in the JTS.

6.2. Other Steps to Ensure Successful Implementation

MA and JTS while dealing with issues raised by the projects organised an internal working group
and during its meeting discussed the most problematic or doubtful issues related to project
implementation. 5 meetings of this working group were organised in 2007, the agreed decisions
were recorded in the Minutes.

The JTS paid special attention to establishment and maintaining good relations with the employees
of the Voivodeship offices in order to share experience and communicate requirements of the
Programme to the persons involved in 1% level control activities. Several meetings with the
representatives of all Voivodeships were organized during 2007 by the employees of the JTS,
including meeting in Bialystok on 22 March, 2007, meeting in Vilnius on 13 June, 2007 and
meeting in Augustow on 16 October, 2007.

Besides, several letters were prepared and issued by the JTS (on 24 September, 2007 and on 19
December, 2007; the latter — while implementing recommendations of the check performed in the
JTS by the PA) to the institutions performing 1* level control in Lithuania and Poland drawing
their attention to the points to be paid special attention while checking the reports prepared by the
beneficiaries, such as most common mistakes made in the reports by the beneficiaries, correct
exchange rate to be applied by the Polish beneficiaries, information to be provided in the

certification of the 1% level controller.
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Implementing the decision of the 11" JMSC in Augustow on 29 October, 2007 the JTS prepared a
letter to the 1% level controllers in both countries on measures to avoid decommitment. As well,
taking into account misunderstanding of some provisions of the Contract with Voivode on 11 April
, 2007 the JTS prepared a letter to the 1** level controllers in Poland requesting to pay attention of
the beneficiaries to provisions set in the Contract between beneficiary and Voivode and to provide
correct interpretation on the project end date to the beneficiaries.

Several documents, concentrating information relevant for the beneficiaries was prepared and

distributed during the events, via e-mail and as well could be found on the Programme website

www.interreg3a.org, such as “Injection for visibility” — in short giving all the relevant information
together with examples for beneficiaries, “The most common mistakes in the reporting forms”,

giving examples of mistakes and as well the correct way of filling in the report.

6.3 Financial Control

The Project Verification According to Article 4 of Commission Regulation (EC) No 438/2001 (1st

Level Control)

in the Republic of Lithuania:

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 finalising 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) were audited by the centralised audit company mentioned above. Following provisions
of the contract between MA the JSC “IDG auditoriai” is performing project checks on the spot. As
such checks are being performed only after the last payment claim is submitted to the auditors, in
2007 12 projects have been checked, the list of projects checked and the outcomes of the check are

described in the Annex 5.

in the Republic in Poland:
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 2007 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 2007 the Intermediary
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Bodies performed the control on the spot of 36 projects (7 — by Podlaskie Voivodeship, 7- by
Pomorskie Voivodeship and 22 by Warminsko-Mazurskie Voivodeship), which implementation
finished in the reporting period. The list of projects checked and the outcomes of the check are

described in the Annex 6.

checks performed by the JTS:
In 2007, following Agreement signed between JTS and the MA the JTS had to perform 30 checks
on the spot of the projects on both sides of the border. The list of 30 projects checked and the
outcomes of the check are described in the Annex 7.

monitoring visits performed by the JTS Branch Office in Kaliningrad:
Following the Contract concluded between the European Commission delegation to Russian and
JTS, the Branch Office of the JTS in Kaliningrad at the end of 2007 started to perform project
monitoring activities. 3 monitoring visits were held in December 2007 and reports, stating the
current project situation prepared (outputs achieved, problems met, recommendations of the expert).

The list of projects and outcomes of the monitoring visist are described in Annex 8.

Verification According to Art.10 of Req. 438/2001 (2nd Level Control)
in the Republic of Lithuania:

In 2007 the Internal Audit Unit of Mol, responsible for 2™ level control in national territory, and the
Polish representatives, responsible for the 2" Jevel controls in their territory, basing on prepared
and approved common methodology for the performance of 2" level controls of the Programme.
Besides, during 2007 the management and control system audit was performed by this body in
Lithuania, performing checks in the institutions participating in the management of the Programme.
In general the system was evaluated as established and functioning, however improvement in some
spheres was indicated.

The main remarks given to the MA after the system audit — to amend the legal documents,
regulating administration of the Programme and to follow these; to consider projects, which are not
being checked by the centralised audit, as higher risk projects and to check these projects on the
spot; to submit reports as foreseen in the Order of the Minister of Finance No. 1K-355 dated 25
October, 2006 within the indicated time limits; to supplement descriptions of tasks of the employees
following recommendations given in the report.

Taking into regard the given recommendations, the MA prepared measure plan. According it all the
recommendations are taken into regard and implemented up till now.

The main remarks given to the JTS — to ensure the functioning of the Programme monitoring

system; to ensure that all documents, as indicated in the JTS Procedures Manual, should be filed in
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respective file binders and undertake steps to decrease the level of non-essential mistakes repeated
in the Applications for payment. Following these recommendations the plan of actions was prepared
and on 3 September, 2007 approved in the JTS, all the given recommendations were implemented.
The following steps were implemented: the necessary equipment and software for storing the
Programme database was purchased, the trainings to all bodies having access to it in Lithuania and
Poland was performed. All the data necessary for Programme monitoring are being collected in the
JTS. Additional trainings for beneficiaries in Poland and Lithuania in autumn of 2007 have been
organised by the JTS. Taking into account recommendations — the Lithuanian auditors (independent
audit purchased by the beneficiaries before signature of the contract with JSC “IDG auditoriai”)
have been invited to participate in the trainings. The information on most common mistakes was
distributed during the events and was placed on the Programme website.

Until the end of 2007 the 2nd level control bodies have checked no projects. The main reason late
start of the Programme and consequently delays in spending. Taking into account that following
approved methodology the selected projects are checked only when more than 50% of the allocated
expenditure has been spent, the checks shall be performed during 2008. The same is applicablle for
the checks on the Polish side.

in the Republic of Poland:

The Department for Certifying and Issuing Declarations on Winding-up of EU Assistance in the
Ministry of Finance (Poland) performed the system audit on the Polish side. For the audited
institutions the management and control system was declared as providing a reasonable assurance
that the operations made within the Programme were in compliance with the Commission
regulations. The tests performed confirmed functioning of control mechanisms embedded in the
system. Despite this evaluation, the following findings of key significance were made: for NA -
results of on-the-spot checks (Article 4 Reg. 438/01) are not taken into account in the process of
verification of the applications for payments; checklists are not used in the process of approval of
applications for co-financing projects from TA; checklists are not used during on-the-spot
verification; for Intermediate Bodies - manuals of procedures were not approved and that delays
occurred in introduction of manuals; checklists for art. 4 checks contain too general questions.
Follow-up audit has started on 29 April, 2007.

Controls performed by other Programme bodies:

In addition to the mentioned controls the PA on 6-7 June, 2007 has performed the check in the JTS.
The main outcomes of the check were described in the report, ie. to amend the JTS Procedures
Manual following submitted recommendations (to add part of TA flows, to supplement part on

irregularities, to adjust the description of progress report verification procedure with the Order of the
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Minister of Finance No. 1K-355), to keep the terms for checking the reports in JTS as fixed in the
Memorandum of Understanding; to undertake steps to decrease the turnover of staff in the JTS.
Following submitted recommendations the action plan was prepared and on 14 December, 2007
approved in the JTS, the recommendations given were implemented.

The PA on 14 December, 2007 also has performed the management and control system check on the
spot in MA. The report and recommendations to MA will be provided in 2008.

On the Polish side — in the reporting period the National Authority performed controls after the
submission of final payment claims in the following beneficiaries of Technical Assistance:
Pomorski Voivodeship Office, Warminsko-Mazurskie Voivodeship Office and Territorial
Cooperation Department in Ministry of Regional Development. Furthermore, Pomorskie and
Warminsko-Mazurskie Voivodeship Office acting as 1% level controllers performed checks on spot
in relevant Regional Contact Points. All mentioned controls didn’t discover any substantial

deviations.

6.4 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 responsibilities in the field of information and publicity with Polish regional contact
points (operating under the Marshal’s Offices of Podlaskie, Warminsko-Mazurskie and Pomorskie
Voivodeships) and JTS key expert in Kaliningrad financed from the Tacis TA budget.

Information and publicity activities were carried out in accordance with Commission regulation
1159/2000, EU’s Visibility Guidelines for External Actions and the annual Communications action
plan prepared by JTS and approved by JMSC on 24 October, 2006 (Annex 9).

The information and publicity activities of the Programme were conducted in the spirit of creativity
and attractiveness. Trainings, seminars and conferences were combined with cultural performances,
internet communication was related to competitions and games, information materials were
prepared in an easy-to-read manner. A number of projects and their results (e.g. music
performances, brochures and souvenirs, etc.) were employed in order to promote the Programme
and entertain those taking part in the Programme’s events.

According to the Communications action plan, the communication and publicity activities focused
on two fields:

Transparency — to inform potential beneficiaries of the opportunities available to them and to make

application, implementation and reporting procedures understandable and accessible and
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Increased public awareness — t0 highlight to the general public joint action by the EU, the Member
States and Kaliningrad Region of Russian Federation to develop cross-border co-operation and to
present the results achieved under the Programme.

Mostly, the implementers of the projects were consulted on the issues of project implementation
and reporting and the results of the projects were presented to the general public.

Four trends of external communication were selected in order to properly advertise the Programme
(mass-media, e-tools, events and 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 (EC, EU Northern Dimension Initiative, Nordic Council, etc.),

presenting the achievements of the Programme.

Media
As far as not too much funds were designated for publicity in 2007 (32 000,00 EUR in total) and no

funds were reallocated from previous years, in order to save more money for publicity in 2008 (the
final year of the INTERREG IIIA part of the Programme), and as far as the projects of the
Programme advertised in the mass-media rather widely, the media communication mainly focused
on gratis means: press-releases on inviting journalists to the events of the Programme.

A number of press-releases were prepared and sent out to the press by JTS, the Regional Contact
Points in Poland and the JTS Key expert in Kaliningrad. Journalists mainly from regional and local
press took part in a number of events organised by JTS, Regional Contact Points in Poland and the
JTS Key expert in Kaliningrad.

In October, 2007 the Programme was largely advertised in the nation-wide daily “Lietuvos zinios”
(Annex 10), the nation-wide television channel “Baltijos televizija” and the nation-wide news radio
station “Ziniy radijas”. The reports were prepared by the journalists on the Conference “The 2™ step
of territorial cooperation”, which took place in Druskininkai on 24 October, 2007 some projects of
the Programme were presented and some representatives of the bodies implementing the
Programme were interviewed. During the 2™ Launching Tacis conference in Svetlogorsk
(Kaliningrad region) the representative of the European Commission Delegation to Russia Michael
Hackethal was interviewed by the regional radio.

The Programme was also covered by the Commission: project No 2006/374 “Co-operation between
borderland universities in application of video techniques. VIDEOCOM” was advertised in
December, 2007 (24) issue of Panorama, published by the Commission. The information about the

projects of the Programme was presented to the Panorama by the JTS in October 2007.
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Table 17 indicates web sites throughout the year of 2007 the information about the Programme

(trainings, conferences, achievements of certain projects, advertised by JTS) was spread.

Table 17
LITHUANIA POLAND KALININGRAD REGION
www.elta.lt www.fakty.interia.pl www.gov.kaliningrad.ru
WwWw.vtv.lt WWwWWw.isis.pap.pl www.kaliningrad.ru
www.vrm.lt www.polskalokalna.pl www.kaliningrad-online.ru
www.Irs.It www.pwsz.elblag.pl WWW.regnum.ru
www.eudel.lt www.sbp.olsztyn.pl www.kaliningrad.mid.ru

Contribution to Programme publicity was made by the Regional Contact Points in Poland and the
JTS Key expert in Kaliningrad. The JTS Key expert in Kaliningrad participated in a seminar on the
EU-Russia relations for the journalists of Russian regional mass-media organised by the European
Commission Delegation to Russia. The seminar took place in Vilnius on 29- 30 June, 2007. The
director of JTS and the JTS Key expert in Kaliningrad made presentations about the Programme

and answered the questions of the journalists from different regions of Russian Federation.

E-tools

E-letter

The E-letter of the Programme was issued in 4 languages: English, Lithuanian, Polish and Russian
and was regularly sent to the Commission and its Delegation in Russia, the responsible institutions,
JMSC members, regional and local government representatives, economic and social partners,
umbrella organisations, beneficiaries, as well as institutions implementing other INTERREG
programmes received the E-letter of the Programme sent by JTS.

The number of direct recipients of the E-letter (to whom JTS would send out every issue) was 483
(253 Lithuanian, 130 Polish, 92 Russian, 8 English). Also, the Regional Contact Points in Poland
and JTS Key expert in Kaliningrad would disseminate the E-letter to their contacts. Everyone
wishing to receive the E-letter could subscribe to it via e-mail. Apart from being sent to the

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

The E-letter contained relevant information about changes of Programme rules, approved projects,
forthcoming or organised events, and organizations searching for partners or new possibilities to get
information about the Programme.

7 issues of the E-letter were published in 2007 (Annex 11).

Injection for publicity
In November, 2007 the Injection for publicity for project implementers of the Programme (Annex

12) were published on the web site (www.interreg3a.org) and disseminated to project partners in
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English, Lithuanian, Polish and Russian. This practical handbook was an easy-to-apply instruction
to the beneficiaries, providing them with ready-to-use models of logos, stickers, constituent parts of
articles and event registration forms the partners could use for efficient and accurate advertising of
the EU’s assistance to their projects.

The need for the “Injection for publicity” arose when checking the activity reports of the projects
and witnessing the poor quality of communication in quite a number of them. Several thank-you
notes came from the projects right after the issuance of the Injection for publicity, saying the

handbook was very useful in communication activities.

Internet web site www.interreg3a.org

The web site of the Programme was operating in 2007: www.interreg3a.org.

Information was provided in four languages on the web site: English, Lithuanian, Polish and
Russian. The main information was identical in all language versions.

Visitors of the web site could find the following sections: News, Documents and Logos, Projects,
JTS, Polish Regional Contact Points, Tacis contacts, E-letter, Events, Links. Approximately 3 340
people visited the website in 2007.

JTS created three banners for www.interreg3a.org in 2007:

The Neighbourhood Calendar (in English, Lithuanian, Polish and Russian) was aimed at monthly
presenting the activities of the projects of the Programme to the general public. Every month the
visitors would see a calendar with dates, when some events by the projects were taking place,
indicated and short information about the events given.

The Most Popular Project competition (in English) provided a chance for visitors of the web site to
select the most popular project of every month and for the projects to advertise their activities. It
was launched in May, 2007. 9 photos from different projects would be presented every month and
the visitors could vote for the photo of the project they knew about. In the end of each month the
votes would be counted and the most popular project of the month was selected. Both the
implementers of the project and three persons out of those who voted for the project would receive
the prizes of the Programme every month. The most popular project of every month would also be
awarded a diploma signed by the under-secretary of the Mol. In the end of the year the most
popular project of the year was selected (project No 2006/361 “Thematic village” with 90 votes).
The Neighbourhood map (in English) provided the visitors the possibility of checking what projects
are implemented in each Lithuanian apskritis, Polish powiat, and the entire Kaliningrad oblast. The
interactive map provided short descriptions of each of 157 projects implemented under the

Programme.
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Polish Regional Web Sites
Pomorskie regional contact point administered its own web site on INTERREG initiative in

Pomorskie voivodeship (www.interreg.woj-pomorskie.pl). Significant part of the web site was

devoted to the Programme, including the link to www.interreg3a.org. The Regional contact points

in Podlaskie and Warminsko-Mazurskie ensured that the most important information about the

Programme is placed on the web sites of their Marshal offices: www.wrotapodlasia.pl (Podlaskie)

and www.warmia-mazury.pl (Warminsko-Mazurskie).

Events

Two types of events were organised in 2007: trainings for project implementers and conferences
presenting the results of the Programme.

Also, every occasion was used by the JTS, the Regional Contact Points in Poland and the JTS Key
expert in Kaliningrad to attend the events organised by the projects or other institutions and
organisations in order to advertise the Programme.

The events were organised in Lithuania, Poland and Kaliningrad region of Russian Federation. 2
events were organised as bilateral and all the rest were of national character.

All the events were conducted in Lithuanian, Polish and Russian languages (with the help of
simultaneous interpretation, when needed). Presentations on the following topics were made during
the seminars: introduction of the Programme to general public, presenting the success stories of
certain projects, 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 expenditures, as well as
requirements of the 1* level control.

In total, 843 participants from Lithuania, Poland and Kaliningrad Region of Russian Federation
visited the information and training events in Lithuania, Poland and Russian Federation. 19 events

were organised in 2007.

International Events. JTS organised 2 international events in 2007, both for project implementers.
On 7 February, 2007 the 4™ Lead partner seminar for INTERREG beneficiaries from Lithuania and
Poland was organised in Druskininkai, Lithuania. 68 people turned up for the event and were
instructed on the implementation of the projects under the Programme.

On 27 August, 2007 the 2nd Launching Tacis conference was held in Svetlogorsk (Kaliningrad
region) for responsible partners of approved Tacis projects in the Programme. 73 attendants of the

Conference were instructed on implementation, publicity and reporting issues. The representative of
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the Contracting Authority (European Commission Delegation to Russia) Michael Hackethal made a
presentation on reporting rules.

JTS also took an active part in the Conference “Telling the story” organised in Brussels by the
Commission on 26 - 27 November, 2007. Information officer of the JTS made a presentation on

communication activities under the Programme.

Seminars in Lithuania. In 2007 JTS organised reporting trainings for project implementers and the
events related to the experience gained and the results achieved while implementing the
Programme.

JTS organised two cycles of reporting trainings in Lithuania together with the representatives of the
1* level control: 15 March, 2007 — Marijampolé, 16 March, 2007 — Alytus, 19' March, 2007 —
Klaipéda, and 10 September, 2007 — Klaipéda, 11 September, 2007 — Marijampol¢, and 12
September, 2007 — Alytus. In total, 244 people came to the seminars. They were instructed on the
rules while preparing and submitting the activity and financial reports to the 1*" level control and
JTS.

On 3 September, 2007 the MA of the Programme together with the JTS organised a round-table
discussion, where implementers of several projects from Lithuania were invited to share their
lessons learnt from the ongoing Programme and problems faced, while communicating with the
MA, JTS, as well as other partners and institutions. 20 people took part in the discussion. This event
helped the MA and the JTS to test provisions already included into the new bilateral Cross-border
Cooperation Programme Lithuania-Poland under the European Territorial Objective — such as
simplification of administrative system, simplification of application and reporting procedures,
language issues and to get feedback from the beneficiaries on the work of the Programme
management’s institutions in Lithuania.

On 24 October, 2007 JTS organised a Conference called “The 2" step of territorial cooperation”
where the journalists, high-rank officials, representatives of national, regional and local authorities
were presented with the results of the Programme and informed about the possibilities of cross-
border cooperation in the period of 2007-2013. The participants of the conference had a chance of
visiting two projects of the Programme and see what they have achieved with the EU support. In
total, 80 people took part in the event.

JTS also participated in the events organised by the project partners of the Programme in Varéna,
Lazdijai, Alytus, Marijampolé¢, Taurage, and Klaipéda.

JTS also consulted the beneficiaries in the office, by phone and e-mail on a daily basis.
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Seminars in Poland. JTS also organised two cycles of reporting trainings in Poland together with
the Regional Contact Points in Poland and the representatives of the 1* level control: 22 March,
2007 — Gdansk, 23 March, 2007 — Biatystok, 23 March, 2007 — Olsztyn, and 12 September, 2007 —
Gdansk and Biatystok, and 18 October, 2007 — Olsztyn. In total, 299 people came to the seminars.
They were instructed on the rules while preparing and submitting the activity and financial reports
to the 1* level control and JTS.

- The Polish regional contact points in Pomorskie and Warminsko-Mazurskie voivodeships
also organised 2 events in order to present the results of the projects operating in their
regions and the new possibilities of cross-border cooperation in the period of 2007-2013:0n
18 April, 2007 Pomorskie Regional Contact point organised a conference for representatives
of regional and local authorities and NGO in Gdansk in order to share the experience of the
Programme and the plans for taking part in the programmes of 2007-2013;

- On 15 October, 2007 Warminsko-Mazurskie Regional Contact point organised a similar
conference in Bartoszyce.

The Regional Contact Points in Poland also made presentations about the Programme in the
conferences aimed at presenting the cross-border cooperation programmes for the period of 2007-
2013 in their regions:

- on 25 June, 2007 the Podlaskie Regional Contact Point made a presentation about the
Programme in a conference in Biatystok;

- on 11 July, 2007 the Pomorskie Regional Contact Point made a presentation about the
Programme in a conference in Gdansk;

- on 17 July, 2007 the Warminsko-Mazurskie Regional Contact Point made a presentation
about the Programme in a conference in Olsztyn.

JTS and Regional Contact Points in Poland consulted the beneficiaries by phone and e-mail on a

daily basis. A number of the events of the Programme projects were also attended.

Seminars in Kaliningrad Region. The information seminar and experience share meeting for the
Tacis project implementers took place in Kaliningrad on 25 April, 2007. 64 participants of the
seminar were informed about the rules of preparing the reports and submitting them to the European
Commission Delegation to Russia. Also the beneficiaries had a good possibility of addressing their
practical questions to the representatives of the Ministry of Finance and Ministry for development
of territories and interaction with municipalities during the event.

In addition, the JTS Key expert in Kaliningrad also consulted applicants and beneficiaries in the
office, by phone and e-mail on a daily basis. She also attended 12 events organised by the projects

of the Programme.
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Technical Measures

JTS and Regional Contact Points in Poland produced a number of information materials and
souvenirs in 2007, aiming at two goals (Annex 13):

- providing the general public an attractive guide to the Programme’s web site;

- thanking the beneficiaries of the Programme for implementing their projects.
JTS also continued a practice of the moving stands with information about the Programme and its
achievements started in 2006 in order to spread the information about the Programme as widely as
possible.
The Practical calendars of the Programme were produced by JTS and disseminated in Lithuania,
Poland and Kaliningrad. They had a practical advice, typical for each month in Lithuania, Poland
and the Kaliningrad Region and a short description of one project from the Programme, related to
the advice (e.g. “November — a month of many road accidents. The project of joint trainings of the
Polish and Lithuanian policemen is advertised).
Travelling stands. JTS continued rotating the portable Programme stands in publicly accessible
places in several towns in Lithuania and in Kaliningrad (libraries, museums, business and tourism
information centres, etc.). People had a chance of becoming acquainted with the Programme from
JTS, Polish Regional Contact Points’ and projects’ brochures and promotional materials in the
stands.
Project compendium. The Regional Contact Point in Pomorskie published the project compendium
introducing all the cross-border cooperation projects implemented in the Voivodeship. The projects

of the Programme constituted a significant part in the issue.

Presenting Information about the Programme

JTS continued presenting the information about the Programme to all the interested bodies.

The information about Tacis and Interreg/Tacis projects in the Programme was submitted to the EU
Northern Dimension project database; and the information on innovative projects was submitted to

the Panorama edition, issued by the Commission.

Evaluation of Information Activities

According to the 2007 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 information material units produced (leaflets, brochures, etc.): 2000. Target

— 5000 throughout the Programme lifecycle (2000 brochures produced in 2005, 3000 — in 2006).
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- number of visitors of the Internet website: 3 340. Target — 500 (6 000 came in 2005; 5
400 in 2006);

- number of press coverage units (articles, interviews, press releases, reports): 2;
number of radio editions (reports, interviews): 2; number of TV reports (interviews, reports): 1.
Target — 3 radio and/or TV shows during the life cycle of the Programme;

- number of participants of seminars: 843. Target — 300 per year (1 104 came in 2005, 1
058 in 20006).

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 (Annex 14).
The participation in the polls was rather low: 1 poll — 77 people, 2 poll — 47, 3 poll — 15, 4 poll — 55,
5 poll —28.

The results of the polls were as follows:

1. What are your biggest difficulties, 3. What was your first source of hearing
while participating in the Programme? about the Programme?
A. Delay in signing the Subsidy contract: A. Internet: 9 (60%)
40 (52%) B. Press, TV, Radio: 1 (1%)

Difficult procedures: 10 (13%) C. Government institutions: 5 (33%)
. No advanced payment: 19 (25%) D. Other: 0 (0%)

. Problems with partners: 2 (2%) 4. Are you satisfied with information

No problem: 6 (8%) Erogzisqu Ir(c;rg 0/J)TS?
. . 0

B. No: 6 (11%)
C. Partially: 8 (14%)

. Tlike it: 18 (38%)
. Nothing special: 13 (28%)

B
C
D
E
2. How do you like our website?
A
B
C. I getlosttill I find what I need: 9

5. Are you satisfied with information
provision from Polish regional contact

(19%) points?
D. Poor interaction: 7 (15%) A. Yes: 16 (57%)
E. Ihateit: 0(0%) B. No:2 (7%)

C. Partially: 10 (36%).

In the end of April, 2008 JTS sent out the questionnaire to its 755 contacts (384 Lithuanians, 223
Poles and 148 Russians). The beneficiaries, employees of relative institutions, journalists and
attendants of the seminars of the Programme were the respondents of the questionnaire. In total, 77
people responded: 27 from Lithuania, 26 from Poland and 24 from Russia. Their answers provide
for the following remarks:

a. In general people were satisfied with the communication from the Joint Technical

Secretariat, Polish Regional Contact Points and the Key Expert in Kaliningrad;
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b. They found internet and events the most informative and useful source of information.
Many people also indicated the personal consultations under the “Other” option;

c. The majority of respondents stated that the people they had known were acquainted with
the Programme and the Programme was visible in the media;

d. Most people marked the Programme as primarily useful, international and bureaucratic.

The comprehensive results of the questionnaire are presented in Annex 15.

7. Steps Taken to Ensure Compatibility and Coordination with Community Policies

and Structural Assistance

7.1 Conformity with Community Policies

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

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 equal opportunities as the main outcome in their activities.
Among these could be mentioned project between International 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.

Besides, while employing people in JTS the equal treatment of genders has been applied, the main
criteria for selection of the employees were their qualification.

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 Commission Treaty to de minimis aid in the agriculture and

fisheries sectors were respected.
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7.2 Compatibility of the Programme with Community Structural Assistance

Coordination with other Structural Funds Programmes

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).

Avoiding double financing of projects being implemented by the same institution from different
sources was ensured by the 1* level control both in Lithuania and in Poland during check of original
accounting documents, besides JTS was as well following this information while checking progress
reports and in case of some doubts additional clarifications or proof were requested from the

beneficiaries.

Coordination with Tacis and PHARE

The last projects financed from Tacis were approved in 2007. During assessment process the JTS
was closely cooperating with the European Commission 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 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.
8. Problems Programme Met During 2007
Difficulties the Programme met during the year of 2007 were resulting from the problems which

occured in 2006: late elaboration of the legal documents, necessary for the Programme

implementation, such as the Memorandum of Understanding, models of Subsidy Contracts, contract
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with Voivode, reporting forms caused delay in contracting and consequently in reporting. These
problems emerged due to quite complicated Programme management structure with intermediate
bodies. The more complicated procedures of contracting projects within the Programme than in the
other programmes, when the project Lead partner has 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.
Besides the translations into Polish of all project documentation were needed in order the contract
with Voivodes could be signed, otherwise the Polish co-financing is not ensured. Despite
information activities organised and guidance documents prepared by the JTS and RIPs — poor
quality of reports submitted by the applicants thus affecting their approval process by all institutions
involved.

The delay in contracting caused part of the projects to “freeze” their activities due to lack of funds
available while reporting process had not started and no flow of money could be planned.
Therefore, a new problem was met in the Programme — extensions of project duration and
subsequent amendment of Subsidy Contracts. Basing on the requests from the beneficiaries the
JMSC approved the decision that infrastructure projects could be implemented till 30 June, 2008
and last longer than 24 months.

In 2007 the intensive schedule of work for JTS employees (work with approved projects,
contracting, monitoring, elaborating the monitoring database) continued. However, the turnover of
JTS employees in 2007 due to additional payments to employees coming from abroad approved by
the JMSC in 2006 and establishment of several additional positions, thus resulting in decrease of
workload, limted the turnover of staff in 2007 (only 1 employee has left the working place during
the year).
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