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This Interim Report on the Absorption of EU Funalshie Republic of Bulgaria in 2011 was
prepared in accordance with Article 3 (1), item Btlee Rules Governing the Organization
and Activity of the Parliamentary Committee on Eagan Affairs and Oversight of EU Funds
(CEAOEF) of the 41st National Assembly of Bulgafiae paper is based on input on the
implementation of the various EU-funded Programmed instruments as provided by the
relevant public administration entities responsifide their management or coordination. The
report presents the current status ag80fJune 2011.

CEAOEF wishes to thank the executive governmeitiesrior their cooperation in providing
the relevant information in the course of preparihgs report, and expects that the current
useful cooperation in the area of European Fundé eantinue as a good practice in the
future.

It should be noted that for the purposes of datagarability in this report, financial data
provided by the executive government entities e rthtional currency of the Republic of
Bulgaria have been converted to euro at an exchamge of EUR 1 = BGN 1.95583.
Currency conversion and rounding off may have techinor adjustments in the source data
used in the analysis.

The financial progresspresented in the tables below withbaeakdown by Operational
Programmeshows:

Cumulative financial progress:

- Amount allocated to contracts signed (amount canéd), according to data provided by
UMIS;

- Grant disbursements (amount paid out), accordingdéda provided by the Certifying
Authority (the National Fund Directorate of the N&try of Finance);

- Each of these two amounts shown as a percentagpe ¢dtal budget of the Programme.

Progress made in the first six months of 2011 (Indary 2011 — 30 June 2011):

- Amount allocated to contracts signed (amount cartéd), according to data provided by
the respective MA of the OP;

- Grant disbursements (amount paid out), accordindata provided by the respective MA of
each OP.

. PROGRESS MADE IN THE MANAGEMENT OF EUROPEAN FUNDS I N THE
REPUBLIC OF BULGARIA BETWEEN 1 JANUARY AND 30 JUNE 2011:
RECOMMENDATIONS / CHALLENGES

In preparing regular reports on the absorption bf finds in the Republic of Bulgaria,
CEAOEF aims to establish democratic scrutiny andbjective mechanism at the policy
level to monitor achievementsunder the various Programmes and instruments, tand
monitor corrective action undertaken by the governnent to overcome any bottlenecks in
the system of managing European funds found by CHAO

In view of thehorizontal recommendations made in the 2010 CEAOEF Annual Report
concerningthe public procurement processfor the implementation of approved projects,
and concerninghe administrative capacity of units managing Eurogan funds CEAOEF
has found that as of 30 June 2011the following igweents have taken place:



Positive Effects of the Amendments to the PublioBurement Act

Over the first half of 2011¢considerable progress was made in terms of the plaad
amendments to the Public Procurement Actpending for approval by the National
Assembly in September 2011. Their implementatiomukh eliminate any excessive
administrative burden and streamline the publiccprement process, thus speeding up the
implementation of EU-funded projects. The ex-antmtol performed by the Public
Procurement Agency is a factor ensurifggal compliance of public procurement
procedures andreducing the risk of any subsequent financial corretions that might be
applied to projects already approved. CEAOEF poitttsthe need to strengthen the
administrative capacity of the Public Procuremege®cy to ensure efficient exercise of the
Agency’s extended powers. In response to the re@mdation made by CEAOEF in its 2010
Annual Report to introduce standard document fasmatrangements have been made to
designstandard tender documentationto be used in the procedures regulated in the ®ubli
Procurement Act, which will further assist the ddatks. Also, the amendments to the Public
Procurement Act were viewed positively by the EGt$n2011 Report on the progress made
by the Republic of Bulgaria under the Cooperatiod ¥erification Mechanism.

To ensure an objective assessment of the effectegiflative changes in the public
procurement area on projects implemented with Ekdiiug, CEAOEF will monitor and
review the implementation of the adopted measuasspart of the regular hearings on
Operational Programmes.

Administrative Capacity of Units Responsible foraiManagement of European Funds:

During the period under review, efforts to build @md strengthen the capacity of
administrative structures continued. Using the nél assistance component of the
respective OPs, new regulations now make it pasgiblhire additional experts under
Labour Code employment arrangementsto support the core administration staff of MAs
and IBs.

To ensure a more efficient absorption of funds fitn EU SCFs, the current programming
period envisages the sourcing a@échnical assistance for the Bulgarian public
administration from international financial institu tions, and in particular from the World
Bank, the European Bank for Reconstruction and eweent, and the European Investment
Bank. Such assistance will be provided in the fofraonsulting services to MAs of OPs and
will be funded as part of the technical assistamiin the respective OP. In this respect,
CEAOQOEF calls for rapid action to design the mechargm for the provision of such
technical assistance

Preparations continue for the so-calRdlgarian JASPERS Initiative: mobile groups of
experts which will provide support to municipalgieacross the country in preparing
procedures under the Public Procurement Act, artti wioject implementation. For this
purpose, a project was developed within OPTA feetting up a mobile extension service unit
to provide support to local and regional administrations inethmplementation and
management of SCF-funded projéct§he project will provide professional expertise
beneficiaries in solving specific issues in the lienpentation and management of
infrastructural projects. The actual project impdgtation activities are expected to
commence in the second half of the year. CEAOEIewes that the expected practical launch
of this initiative will contribute for enhancingehradministrative capacity of municipalities in
the preparation and implementation on infrastrudtprojects.



Management and Control Systems

During the period under review, the management eontrol systems of the various
Operational Programmes were found to function satsfactory way. The Audit Authority
reported that in order to improve their operatibe MAs undertake timely and adequate
corrective action, and their control activities #veused on potential risks.

Progress Made in the Management of European Fundsser the First Half of 2011:

In reviewing the first half of 2011, CEAOEF findsat the following main results achieved
under the various Programmes and financial instnisnadicate gositive progressin the
management of European funds in the Republic ofjd&ia:

«  Amounts paid out. According to data provided lige Certifying Authority, under the
7 Operational Programmes under Objective 1: “Camsanother EUR 249.1 million were
paid out in the first half of 2011, bringing the total anmbuof payments made as of
30June 2011under these Programmes to approximaihR 1,1 billion (13.2 % of the total
budget);

- Contracted amount. According to data provided by ti@oM Central Coordinating
Unit, under the 7 Operational Programmes under Obgcfiv “Cohesion”, another
EUR 884.2 million were contractedn the first half of 2011, bringing the total amaun
contracted as B0 June 20110 more thareUR 3,8billion (47.8 % of the total budget);

«  Execution of LOTHAR forecasts.The reporting period shows a relatively good lefel
execution of forecasts made under the LOTHAR Imsémt (ranging between 69-75 % under
the various indicators: contracted amount, verifeettl certified expenditure). CEAOEF
welcomes the improved use of this financial plagnitstrument by MAs;

« In line with one of the recommendations which CEAODRas often made to the
executive government entities, namely, to provitkzteonic services for beneficiaries (for
project applications and reportinge Electronic Services Module of UMISwas launched
on 15 June 2011As a positive development, CEAOEF notes the systearface between
UMIS and CBCMIS (for CBC Programmes along EU external borders)clwhmproves the
quality of control and prevents any duplicatioriunding;

+ As follow-up on another CEAOEF recommendation, ngmstreamline the project
application and management process and introdueadatd document formats, the
appropriate regulative changes were adopted dtihmgeriod under review. The requirement
to develop standard templates for the application form was introduced
(DCoM No. 121/2007);the standard document template required under DCoM No.
55/2007 was revised. CEAOEF also welcomes the pglassmplify the public procurement
process, making it easier for beneficiaries, by péidg amendments to the Public
Procurement Act, including the idea to devedtgndard tender documentation setgor the
purposes of public procurement procedures;

+ As another positive aspect in the developmentsnduthe period under review,
CEAOEF notesthe dramatic upturn in the preparation and approvals of application
forms in the transport area, both in the road and the railway sectors (reftabdn works
along the Plovdiv — Bourgas railway line, modertiaa of the Sofia — Plovdiv railway, the
Strouma Motorway, the Maritsa Motorway). In additicpecial mention should be made of



the commissioning into operation of the Lyulin Motorway, as a particularly noteworthy
success story in the sector during the period ureleew;

«  CEAOEF welcomes the excellent communication arrareggs between the Ministry of
Interior and MoF concerning the Schengen Facibityd the timely submission to the EC,
within this reporting period, of th€&inal Report on the 100% implementation under the
Schengen Facility. In support of the intense effaftthe Government aimed at the accession
of the Republic of Bulgaria to the Schengen ArdBAOEF expresses its satisfaction with the
fact that our country has fully met all the teclahicriteria for full membership of the
Schengen Area;

« As of 30 June 2011,the Memoranda of Understanding concerning all CBC
Programmeshave beersuccessfully finalised, and the process is expetctdze finalised in
the nearest future for the Bulgaria — Serbia CB@Rimme as well. CEAOEF has provided,
and will continue to provide, its support for thmely completion of the ratification process
in the National Assembly;

- CEAOEF welcomes the action undertaken by the Gowem in relation to the
preparations of the Republic of Bulgaria to pap#te in the future EU Cohesion Policy. An
analysis of its social and economic development yweepared, and a draft vision for
“Bulgaria 2020 was developed in thHational Development Programme

Recommendations / Challanges:

Following a thorough analysis of the informatiorbsutted by OP Managing Authorities on
the results achieved in the first half of 2011, CBZ has identified the following key
challenges in view of improving the European funamnagement system in the Republic of
Bulgaria:

1. Interim Assessments

According toRegulation (EC) 1083/2006Article 47, the aim of evaluation is to improvet
quality, effectiveness and consistency of the tesi® provided from the Fund. Recognizing
that evaluation is a key component of the managemiefunds from the SCFs, CEAOEF
recommends a more timely conduct and finalisatibithe interim assessmentprocess to
evaluate the implementation of OPs (other than OPRiere the process has already been
completed). Results from these assessments williggoinformation needed to improve
Programme implementation and will provide supporttheir overall management. They will
help identify any need to re-focus financial resoures and highlight practices which work
well vs. those which are less effective.

In order to facilitate future planning for the next programming period 2014-2020 and
minimize potential threats of funding becoming unawilable, the efficiency and
effectiveness of the utilization of Structural Fund need to be analysed-or efficiency, a
methodology needs to be developed, so that if tesatlicate that a certain Operational
Programme underperforms, the necessary changes lseuhade to the system of allocating
financing from the Structural Funds

2. Targeting Resources at Measures and Activities Whic Contribute for the
Implementation of the Necessary Sectoral Policiesxd Reforms



By way of preparation for the next programming péyiin which EU funding is expected to
be strongly linked to performancecésh for reforms, or the so-calleadtonditionalities in the
appropriation of Structural Funds), CEAOEF recomdsethat MAs focus their efforts on
strengthening that link in OP implementation. OPRBd OPHRD can serve as good
examples in this regard: they Programme their gemfiemes so as to contribute to the
implementation of significant social and econonaforms (in the area of employment, social
inclusion, childcare, healthcare etc.), includingshifting funds between the various priority
axes.

This recommendation is not limited solely to Prognaes under Objective 1: “Cohesion”, it
applies also to RDP, where there is an imbalancehe interest shown by potential
beneficiaries in the various measures available.

3. Speeding Up Contracting

CEAOQOEF calls upon the executive government entitte$ocus theirefforts on intensive
contracting of funds available for OPs under Objedte 1: “Cohesion” until mid-2012 by
way of priority , in order to minimize the probability of having return funding under these
Programmes back to the Community budget. Nextpthm thrust should be on high quality
and timely performance under the contracted prsjethis recommendation is particularly
relevant in the case of larger infrastructural ectg as they are more complex in nature and
have highly technical features and a higher ristuawlating implementation delays due to a
late start in the beginning of the programming @erilack of administrative capacity, and
unforeseen circumstances.

4. Planning for the Next Programming Period

CEAOEF welcomes the steps undertakendBRD and OPE to develop a vision for the
future of sectoral interventions in the contexttloé post-2013 Cohesion PolicREAOEF
recommends that a similar process be launched as@oas possible for the rest of the
OPs, with the CCU taking up a strong coordination ole. The three key issues in the
context of the next programming period should be: tsategic programming, targeting of
resources, and a results-oriented approach (condanality/reforms).

5. Maximum expansion of the applicant basepansion of the range of electronic services
available to beneficiaries including electronic filing of project applicatie and electronic
project reporting, and outsourcing of highly tecahiactivities in project management.

CEAOEF once again points to theed to standardize financial execution data fromhte
various sourceqCA, CCU and MAs).



II. REVIEW, BY EU-FUNDED PROGRAMME, INSTRUMENT AND FACI LITY AS
OF 30 JUNE 2011

1. OPERATIONAL PROGRAMME “TRANSPORT”, 2007-2013

Financial progress for the period Cumulative financial progress
Total budget | 01.01.2011 — 30.06.2011 (01.01.2007 — 30.06.2011)
(EU and Amounts paid
national co- out

financing) Contracted amount  Amounts paid out Contracted amount (% of total
(% of total budget) budget)

EUR EUR 474,844,066 EUR
2,003,481,166 EUR 119,174,358 EUR(Sl’sogg ’01/02)32'524 231,677,967
' (11.56 %)

Progress Made

According to data provided by CCU, in the firstthal 2011 the Programme exhibited an
81 % growth in contracting (based on comparing the values for this indicasoofa30 June
for 2010 and 2011, respectively). In the pasnonths, over EUR 478.4 million hasbeen
contracted, and the total contracted amount aseoéhd of June 2011 from the beginning of
the programming period rose to oEdR 1,074 million.

According to data provided by the Certifying Authpr as of 30 June 2011a total of

EUR 231.7 million has been paid owinderOPT, representing abolil.6% of the resources
available under the Programme. For comparison, paygmas o880 June 2010amounted to
EUR 77.5 million. Practically, almosttUR 119.2 million in fresh fundingreached the
Programme beneficiaries during the period undeevev

Currently,5 infrastructural projects are being implemented under OPT:

- “Electrification and rehabilitation of the Svilengta-Turkish Border railway line”;

- “Rehabilitation of railway infrastructure in certai sections of the Plovdiv — Bourgas
railway line”;

- “Completion of the Trakia Motorway, lots 2, 3 and 4”

- “Extension of the Sofia Metropolitan — Stage |, Baldda Road junction — Cherni Vruh
Blvd.;

- “Extension of the Sofia Metropolitan — Stage Il,tLllg Obelya — Nadezhda, and Lot 2,
Mladost — Tsarigradsko Chaussee.

The largest sharef funds contractedis that undePA 1 of OPT, due to the notable progress
made in the first half of 2011 in the preparatidmpmject application forms and the award of
contracts for key projects in the railway sectoroded all initiated procedures are
successful, the OPT MA expects that both the gaawvdards under the Programme and the
contract awards with contractors for the projecii$ e signed by the end of this year. The
beneficiary, the National Railway Infrastructure ngmany, applied for OPT funding for
projects the total budget for which exceeds theueses budgeted under PA 1 by about
EUR 310 million.
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Physical implementation of the project fxtension of the Sofia Metropolitan, Stage II”
was completed at0%. A procurement procedure is also under way, fersipply of rolling
stock worth abouEUR 100 million.

The highest share gbayments is that underPA 3, due to the smooth and well-paced
implementation of th&letropolitan Extension (Stage 1) Project.

According to data provided by the Road InfrastruetAgency, approximatelgne-quarter

of construction works' for each of the lots under tAeakia Motorway Project has already
been completed. During the period under review,sid@rable progress was made in
preparing the application forms for tB&é&rouma Motorwayprojects (for Lots 1, 2 and 4, it is
expected that the form will be submitted for coesadion and approval by the MA by the end
of July 2011, and by the end of 2011 for Lot 3) &ordthe Maritsa Motorway (the form was
submitted bythe Road Infrastructure Agencyfor approval by the MA 029 June 2011).

With an implementation rate d@f7% of the projection for European funds to be conédac
by the end of June 2011 according to tlErHAR Instrument, OPT ranks last among the
7 Operational Programmes according to this indicatbe average implementation rate of
the forecasts for all Operational Programmes wa65%.

Problem Areas:

The main problem in the Programme implementatidglh Iss to do withthe low funds
absorption rate, considering the current stage in the financial pectve (1.6% of
payments made as 80 June 201} This is due primarily to the slow process ofgaeng
the application forms. Despite the highly technicalure of OPT, it should be noted that the
Programme remains in the fifth position in termstathl payments made, out of the seven
OPs under Objective 1: “Cohesion”. However, thengng number of projects at the stage of
actual implementation will considerably improve giamme performace according to the
financial indicators. As regards contracting, thdyoProgramme with a good performance
record as of 30 June 2011 is OPRD, and the ratemfacting under OPT is better than the
average for the seven OPs under Objective 1: “Goheés

The followingimplementation risks remain for OPT:

* There is a timing mismatch between the beginningngflementation of large-scale
projects and the approval of the respective apphcadorms by the EC. In case no EC
approval is granted for a certain project, acegtrelating to such project will have to be
implemented using national funds;

» The forecasts for the completion dates of the ptsjbave been repeatedly rescheduled,
which poses a threat to the financial implementatd the Programme (there is a real
danger of foregoing funds at the end of 2012 — 2@18 the highest risk in that respect
remains with the implementation of projects in thad sector and the project to improve
navigation along the Danube River);

! The level of completion has been reported on #eistof payments made against the certificatesoapdrand
verified.
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» A considerable number of projects are expecteatodmpleted in 2014 — 2015, so that in
case of a delay in implementation, it is quite gaesfor them to exceed the time frames
of the current programming period;

* The administrative capacity of the two largest lfiereeies, the Road Infrastructure
Agency and the National Railway Infrastructure Camyg and their ability to deal
successfully with the expected avalanche of growingkload on the projects.

No contracts have been signed yet for grant awardier PA 4: “Improving navigation
along marine and inland waterways'hich is a cause of concern. There is still a high risk
of non-performance for the main project under tR&, “Improving navigation in the
Bulgarian-Romanian section of the Danube River netlre islands of Batin and Belene”.
Its implementation strongly depends on the outcomsurveys carried out by entities in the
Republic of Romania under the ISPA Pre-AccessiagiRmme.

To sum up, without underestimating the tangiblegpees under OPT achieved during the first
6 months of the current year, CEAOEF believes #utitional efforts are necessary to
further speed up the Programme implementation proceses in Bulgaria.

Recommendations:

CEAOEF welcomes the serious commitment and thetsffdf the political leadership of the
Ministry of Transport, Information Technology andor@munications, and the series of
initiatives launched by Mr Tomislav Donchev, thenidier for EU Funds Management, to
step up improvements in the current situation amtessfully implement the interventions
planned in the transport sector.

CEAOEF recommends that the MA should consider gaaf options for financing projects
which are well advanced in the pipeline and addres$ public needs, at the expense of
projects which have accumulated serious delaysr@pgvation. One such example is the
inclusion of Stage Il of the Extension of the Sdflatropolitan in the scope of PA 1.

At its regular meeting od June 2011,CEAOEF discussed the draft proposal for an Act
Amending the Roads Atisubmitted by the Council of Ministers on 27 Mayl20which
contained a proposal to set up a state-owned compaaNational Company for Strategic
Infrastructural Projects, with the aim of stepping up the implementation stfategic
infrastructural projects (such as the Strouma, Heand Cherno More motorways). CEAOEF
welcomes this as an effort to build additional @atyato absorb EU funds, speed up project
preparation, and also to overcome the shortage igtilyh specialized expertise in the
implementation of major infrastructural projectsnattional and European importance.

At the same time, CEAOEF urges for the applicatddra working mechanism to ensure
effective communication, coordination and completagty in the operations of the company
in question with the Road Infrastructure Agencyd &or provisions to be made for the post-
project activities of the Project Company, borrogviinom the example of many of the EU
Member States.

% The Act was adopted by the 41st National Assembtii@Republic of Bulgaria or July 2011.
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Overall, CEAOEF reiterates its general recommendathade in previous reports on this
topic as tothe need to undertake swift and adequate action to fukter streamline the
process of OPT management and significantly step ugctual construction works under
the Programme.

2. OPERATIONAL PROGRAMME “ENVIRONMENT” 2007-2013 (OPE)

Total budget Financial progress for the period Cumulative financial progress

(EU and 01.01.2011 — 30.06.2011 (01.01.2007 — 30.06.2011)

national co- Amounts paid
financing) Contracted amount out

Contracted amount  Amounts paid out (% of total budget) (% of total

budget)
EUR EUR
1,800.748,085 EUR 173,756,421 EUR 31,851,524 EUI?3%527,6;0)5,375 157.346.136
' (8.74 %)

Progress Made:

According to data provided by MAAUR 656.7 million was contracted in grant awards
under this Operational Programme as of 30 June,2¥1dlmost36.5 % of the total amount
of funding available under the Programme.

According to data provided by the Certifying Autitprthe National Fund Directorate of the
Ministry of Financepayments made as of 30 June 2011 under existing contractsl sat
EUR 157.3 million, or 8.74 % of the total Programme budget. This marks an as®eof
about EUR 32 million in payments under the Programvhen compared to the total amount
paid out as of 31 December 2010 (EUR 125,4 millamn/ % of the Programme budget).

CEAOEF welcomeghe measures undertaken by the MA to ensure bettefinancial
performance under the Programme and facilitate thebeneficiaries’ reporting process
namely:

- By preparing aguarterly action plan for verifications and payments under OPE
which makes it possible to monitor the achievemanshort-term and more concrete
targets, with the possibility to undertake the vald corrective measures in case of
delays;

- Quarterly reporting of progress made under the projects (starting fioduly 2011),
which removes the requirement for beneficiariesubmit monthly summary reports. For
the purposes of quarterly reporting, the MA devetbpew guidelines for filling out and
filing reports on the implementation of projectsfunded under OPE.

- Active dialogue and consultations with municipalti on project development and
implementation continues, along with continudueneficiary training, most often on
frequent mistakes in project preparation.

Water Sector

As of 30 June 201111 water sector investment projectswere commissioned into
operation, ata total value exceeding EUR 83 million. Twenty-sontracts for the provision
of technical assistance in the preparation of itnmeat projects worth about EUR 17.8
million were successfully implemented.
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MA reported a high interest among municipalitiegha current grant schemes for upgrading
and developing of potable and waste water infragire in agglomerations of over
10,000 PE.

CEAOQOEF recognises the actions undertaken by theasglAollow-up on its recommendation
made in the 2010 CEAOEF Annual Report, to enabl& G&pport for the so-called ,small
agglomerations” (less than 10000 population edenta). The MA is developing
requirements for design, approval and construgti@cedures for waste water networks and
urban wastewater treatment plants (UWTP), adagBebnical solutions to the specifics of
small agglomerations. In parallel, the availabibifyfinancial resources under the Programme
is being analysed in order to explore possibiliteprovide support for sonsgglomerations

of less than 10,000 PE.

In order tosupport reforms in the water and sewerage sectothe delay of which was
identified by the EC as a major factor behind tleéag in the OPE implementation in the
water sector, the MA undertook concrete actiondugting:

- an amendment to OPE to include the Ministry of Regi Development and Public
Works as a designated beneficiary of the Programme;

- funding was provided for activities aimed at seftup a special unit in the Ministry of
Regional Development and Public Works, capacityidng for water and sewerage
associations and operators, and the developmenstrategic documents on the
development of the water and sewerage sector.

Problem Areas:

As of 30 June 2011, the problems established by @HAIn its 2010 Annual Report are yet
to be removed; these have to do with caseasr@dularity in public procurement and the
subsequentinancial corrections which threaten the financialstability of municipalities.
The chronicshortage of funds for municipalities to cover theirown contribution in the
implementation of large-scale infrastructural petgepersisted. To this set of problem areas,
one should also adthe risk of delays in the preparation and implemerdation of
municipal projects in view of the upcoming local edctionsin Bulgaria (particularly in the
municipal waste sector, where there is an openf@afroject proposals for the development
of regional waste management systems).

Taking account of the efforts made by the OPE MArdhe past year and a half to streamline
the management of the Programme, which caused sidepvable delay in the rate of
contracting and, consequently, payment, CEAOEFsfitithtimprovement according to
these indicators remains unsatisfactory

Recommendations:

In view of thedelay in the Interim Assessment of OPECEAOEF recommends to step up
the public procurement procedure for the seleabiba contractor to perform the assessment.
CEAOEF stresses that results from the Interim Aswesit serve as a valuable source of
information and recommendations to streamline thegfamme before the end of
programming period.

To avoid the risk of automatic de-commitment ofdanthe so-called n+3/n+2 rule) at the

end of 2011, CEAOEF will keep a close eye on MAispiementation of the payments
planned under the Programme for the period ungilehd of year, including implementation
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of the quarterly action plan for verifications and payments under OPE, andthe
LOTHAR forecasts for the period until the end of 2A.1.

In regard to contracting, CEAOEF finds that a cdaesable portion of contract awards fall
under the so-called “technical assistance” forgheparation of investment projects. In this
connection, CEAOEF considers it necesstryspeed up the process of collection and
assessment of project proposaldy the designated beneficiary municipalities ftie t
implementation of the developed investment projgciposals. In order to speed up the
contracting process, CEAOEF recommends ttiee MA make provisions to award
contracts in additional amountsto be financed in case of savings resulting frarccessful
tender procedures or from financial corrections.

In order to improve the level of maturity of projegroposals for small agglomerations
(between 2,000 and 10,000 population equivalems)e upgrading and development of
potable and waste water infrastructure, CEAOEF idens it necessary for the MA to step up
its efforts to develoghe methodology and criteria for evaluating projectproposals.

3. OPERATIONAL PROGRAMME “REGIONAL DEVELOPMENT” 2007-2 013
(OPRD)
Total budget | Financial progress for the period Cumulative financial progress
(EU and 01.01.2011 - 30.06.2011 (01.01.2007 - 30.06.2011)
national co-
financing) Contracted Amounts paid ouf
Contracted amount| Amounts paid out amount
0 (% of total
(% of total budget)
budget)
EUR EUR EUR
1,601,274,759 EUR 130,443,602 1 EUR 44,105,754 | 946 358 417 | 229,821,500
(59.10 %) (14.35 %)

Progress Made:

According to data provided by the OPRD MA, as of Bfhe 2011612 contracts were
awarded for atotal grant amount dEUR 946 million, representing9% of the Programme
budget. According to data provided by the CertidyiAuthority, payments madeas of
30 June 2011 amountedEWR 229.8 million, which is14.35 % of the Programme budget.

As of 30 June 20118 calls for grants totalling EUR 1.4 billion were published,which is
about87 % of the OPRD budget (EUR 1,6 billion). Anoth&mnew callsare to be published
by the end of 2011, making available anotBEMR 174 million, which will bring the total of
OPRD operations t68% of its budget

Following-up on the CEAOEF recommendation for sgyeand complementarity between
the activities of OPRD and OPHRD in implementneforms in childcare and family care
support systems the Committee welcomes the efforts of the OPRD kbAensure the
successful implementation of thAsion to de-institutionalize childcare in the Répa of
Bulgaria.
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Following a decision of the OPRD MGQunding for the development of appropriate
infrastructure for the provision of community-based social servicesvasincreasedfrom
EUR 20 million toEUR 54.7 million. In January 2011, there was a call for the granéseh
for “Support for de-institutionalization of social ingutions offering services for children

at risk”, and 26 project proposals have been submitted te, deith assessment to be
launched in July 2011Concerningthe de-institutionalization of homes for medical and
social care the budget provides fd&UR 5.1 million under thegrant scheme fotSupport

for rehabilitation, renovation and refurbishment ofstate-owned medical and health
establishments in urban agglomerationsiith the Ministry of Healthcare as the designated
beneficiary. The assessment of the project ficlsedhr@ady been completed, and a decision of
the authorizing officer of the OPRD MA on the gramtard is to be published in July.

CEAOEF expresses its satisfaction with the speedm@f implementation omeasures to
de-institutionalize children with disabilities and thede-institutionalization of children
placed in homes for medical and social childcare ahned by the OPRD MA

CEAOEF approves othe consistent efforts of the OPRD MA to achieve sgrgies
through measures under OPHRD both at the level of planned activities, and testw the
different funding sources of the two Operationaldfammes, ERDF and ESF. Building upon
the successful practice of support for the proagssde-institutionalization of children in
Bulgaria, CEAOEF welcomes the grant scheme forptloeision ofmodern social housing
accommodation for vulnerable groups, which is to be announced at the end of
August 2011. A major requirement in interventiomaed at social housing development will
be to demonstrate aimtegrated approach vis-a-vis other types of interventions under
OPHRD, such agraining and job Programmes, improving the quality of children’s
education, etc.For the current programming period, and in light of thmited resources
available for this scheme (EUR 8 million), the OPRIA set itself the objective to establish
a pilot model for the provision of modern social housing in oméveo municipalities within
the urban agglomeration areas. This approach if#lr dhe possibility for tangible results
from the activities undertaken.

In regard to thdousing policy, CEAOEF welcomes the approach adopted by the OMRD
to combine grants and financial engineeringtools (by setting up a special financial
engineeringnstrument, thé&-und Manager for Housing Policy)in the implementation of the
future grant scheme fanergy efficiency in multi-family residential buildings. CEAOEF
believes that such initiatives are necessary irerotd prepare the beneficiaries for funding
models under the Cohesion Policy in the next prognang period (primarily through
financial engineering instruments).

Concerning the grant scheme fimegrated Urban Transport in the 7 larger cities in
Bulgaria, progress was reported on the projecttfi@ development of integrated urban
transport in theSofia City Municipality. The application form was presented for assessment
by the MA at the end of May 2011. CEAOEF welcomes approach of seekirgynergy

with OP “Transport”, since the main focus of the project is on technical connectivity
with the Sofia Metropolitan project. Thus the measures funded under OPRD (construction
of new routes for tram services to connect withrmstations, setting up an intelligent traffic
management system by means of the so-called “gmesee”, fast lanes for urban transport,
etc.) complement the idea of integrated urban partsn Sofia.

All grant schemes planned till the end of 2011 dest@te astrategic focus in planning
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Programme interventionsaimed atimplementing key national policies in the social aa
relating to the process of de-institutionalizatibealth reform, housing policy, etc.

During the period under review, progress was alsolenin regard to the announced grant
scheme for theeconstruction, rehabilitation, and refurbishment of state-ownedhealth
infrastructure, with the Ministry of Healthcare as the designatedddiciary, which includes
funding for 13 public hospitalsThe grant funding is intended for works evards focused
primarily on oncology, diagnostics and treatment ofoncology diseases, construction of
radiation therapy and radiation treatment bunkers and the acquisition of specialized
oncology equipment.Contracts were signed will all eligible state-owrteaspitals, and the
next step is for the Ministry of Healthcare to i@ié public procurement procedures for the
implementation of projects for each hospital. Tharppse of centralizing the public
procurement process is to save time and money lataghacompetitive price offers for project
activities.

CEAOEF welcomes the progress made on the grantreghi@ light of the fact thafunds

invested in high-tech medical equipment and appliazes for early diagnostics and
treatment of oncology diseases provide support ingtmental for the comprehensive
health reform in Bulgaria. In view of the high levels of incidence and mbtyacaused by
oncology diseasesmprovements in early diagnostics, quality and ac@s to oncology
treatment are seen as keading priority in health reform in the Hospital Restructuring
Concept Paper

On the JESSICA Initiative, progress was made in the selection of Urban Dewetop
Funds: the selection criteria for UDF were approwaet the selection procedure is now in its
final stage (the next steps are to hold negotiatisith shortlisted UDFs and sign Operational
agreements with them). In February, a consultarst sedected to conduct a feasibility study
for potential JESSICA-type projects in Bulgaria'dafger cities, with the goal to provide
support to potential candidates in the selectiomafure projects aimed at urban development
and public awareness campaigns.

CEAOEF supports the plans to provide funding und®RD (EUR 20.5 million) for the
development of infrastructure for broadband access in settlementsin rural
municipalities, which shows the determination of the MA to mitegaegional disparities
under this indicator. From the Estonian examplegnatihe efficiency of such support can be
seen in very practical terms, CEAOEF believes thatpresence of this type of infrastructure
has an immediate positive impact on the economgo Al helps retain young people in the
respective settlements, and promotes the overailopment of the country in a wider
context.

In order to improve the quality of project propassahd the overall implementation process of
approved projectsneasures were undertaken to strengthen the capacitf municipalities

as the main beneficiaries under the ProgrammeCEAOEF welcomes the approach adopted
by the MA in setting up a mechanism for on-goingirting (offered throughout the
programming period) for Programme beneficiariebow to prepare and implement projects,
and considers it a good practice. In this connactimder the Technical Assistance Priority
Axis, a contract was awarded t@evelop customized training for beneficiaries by
operation, and provide consultations on the OPRD mject development and
implementation” and it is currently being implemented.
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It is worth mentioning the progress made in follogviup on CEAOEF’'s recommendation
from its 2010 Annual Report tstrengthen the capacity of individual state instittions as
beneficiariesunder the Programme in OPRD project developmedtimplementation. The
OPRD MA provided an opportunity for the designa@BRD beneficiaries to apply under
Priority Axis 5: “Technical assistance”, wherebyadget line of EUR 200 000 is set up for
each of them, foprojects in support of setting up an expert team tanmanage the Mid-
term Framework Investment Programmes, and the releant specialized training

OPRD is the first Programme to have successfully awpleted an Interim Assessmenand
the results of that serve as a valuable resourtle foo improving the management and
implementation of the Programme in the current @ogning period, and as a point of
reference for the programming process for the peoggramming period 2014 — 2020.

CEAOEF welcomes the active endeavours of the MApmparation for the next
programming period, 2014-2020,and its initiative toconduct a social and economic
needs-analysis in view of OPRD in the new periods part of the project for “Regional
development programming for the 2014-2020 periddie results of this analysis will be
used to prepare documents dealing with Bulgari@gional development: the National
Regional Development Strategy and Regional DevedjirRlans. In this connection, under a
public procurement procedure, a contractor wascsaleat the end of June 2011 to prepare
the analysis, and the contract is soon to be signed

Problem areas:

The OPRD MA undertook the appropriate measurevéocome the difficulties identified in
the following areas: the exercise of ex-ante anepast control of public procurement
procedures, including in case of irregularities &indncial corrections; improvement of the
quality of works on infrastructural projects; thppéication of a standard approach in spot
checks; strengthening the capacity of regional sleskkhe OPRD MA, and the capacity of
Programme beneficiaries.

Recommendations:

CEAOEF congratulates the OPRD MA for the very syei@de of contracting and absorption
of Programme funds, and for the tangible effectalwlthe implemented projects have on the
community. CEAOEF takes note of teategic focusin planning the Programme measures
—in support of implementing key policies and reforman the social and health areas and in
infrastructure. Another key aspect which CEAOEFesdes as a positive example in the
Programme is thplanned channelling of funds towards competitive fetors for the future

— sustainable development, and more specificallynergy efficiency. In this connection,
CEAOEF welcomes the initiative to provide OPRD supgor broadband access in small
towns and villages.

Based on the conclusions from the Interim Assesswie@PRD which notedn insufficient
degree of integration among interventionsvhich consist of quite separate projects and are
not part of an integrated urban development andnscuction plan, CEAOEF recommends
that in the preparation of the next programming period, the MA should focus their
efforts on the so-called “pillars of growth” by funding projects which are part of an
integrated urban development plan with a broader aton horizon.
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The OPRD MA has addressed a large part of the remdations made in the CEAOEF
2010 Annual Report. In light of the high interestthe Programme and the large number of
project applications, CEAOEF points to the necgdsitstrike abalance between speed and
quality of the evaluation process The accumulation of a large number of projecppsals

to be assessed simultaneously is explained by tivanaed stage of Programme
implementation (financial resources need to beracted in a relatively short time). At the
same time, at this point it is also necessary te tento account the challenge of the
subsequent concurrent implementation of a conditkeraumber of projects. That will require
a strengthenedcapacity both to carry out MA control activities, including spot checks,
and to step up verification of expenses

CEAOEF points to the need pay special attention to some of the planned grarsichemes
which might hold higher risk, namely: the housing policy scheme, broadbandsacae
small settlements, and the integrated urban trahspthe 5 larger cities.

Concerninghousing policy, it should be noted that the grant scheme is pantiaature, i.e. it
is a first step from a wider Programme to promatergy efficiency in the housing sector.
Also, the successful implementation of this schemeonditioned on the adoption of the
relevant legislative changes which would make isieya for home-owners to form
associations. Another predictable risk is affortibifor residents. In this connection,
CEAOEF will monitor closely the initiative to sepaspecialguarantee fundto provide
financial support to home owners.

CEAOEF notes the huge positive impact which theetpfor broadband accessould have

on the microclimate in small settlements and, is ttonnection, it expects the responsible
institutions from the Bulgarian side to undertakenacessary measures to demonstrate to EC
that no state aid is being used in developing sufcastructure.

CEAOEF draws attention to the upcoming local etediwhich should be factored in as a
risk of delay inprojects for integrated urban transport in the 5 larger cities.

In the forthcoming hearings of the MA before CEAO&#progress in the implementation of
OPRD, CEAOEF will keep track of developments unither prioritized grant schemes on the
de-institutionalization of children in Bulgaria, guision of social housing for vulnerable

groups, the energy efficiency initiative for multimily residential buildings, support for

improving municipal health infrastructure, integ@iturban transport, etc.

4. OPERATIONAL PROGRAMME “HUMAN RESOURCES DEVELOPMENT”
2007-2013 (OPHRD)

Total budget | Financial progress for the period Cumulative financial progress

(EU and 01.01.2011 - 30.06.2011 (01.01.2007 - 30.06.2011)

national co-

financing) Contracted

Contracted amount _ amount Amounts paid out
Amounts paid out (% of total (% of total
budget) budget)
EUR EUR EUR

1,213,869,575 EUR 44,577,104 EUR 26,949,478 641,412,375 134,349,335

(52%) (11%)
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Progress made:

Practically the entire budget of the Programme hasn Programmed (98.5 %), thus
providing a clear timeframe for the successful ienpéntation of OPHRD.

As of the end of the reporting peridelJR 134.3 million, or 11%of the OP budget, has been
disbursed and, according to data provided by MA, thentracted funds amount to
EUR 641.4 million,which is52% of the budget.

The MA and Interim Bodies undertoakppropriate measures to overcome the risk of
automatic decommitment of funds at the end of 201land certified expenditure now
considerably exceeds the de minimis thresholduoda such a procedure.

The tendency to explosynergies and an integrated approacin the implementation of key
policies in the social area continued. Apart frdra project to de-institutionalize childcare in
Bulgaria, there are another two successful exampiesonjunction with OPRD, preparatory
activities to implement“Support for the provision of modern social housing
accommodation for vulnerable, minority, socially dsadvantaged and other
underprivileged groups” were launched. The operation envisages supporia ftimited
number of municipal projects with a clear focus aesegregation of vulnerable groups.
Projects will adopt an integrated approach comiginimerventions aimed at improving the
housing conditions of underprivileged groups thtougeasures in the area of employment,
education and the training, social and health sesvsupported under OPHRD.

In addition,operation “Opportunity for All” was launched in May. It will provide support
to specialised enterprises and cooperatives employingeople with disabilities by
enabling them to organiaecational training or retraining for professional qualificati ons
and creating jobs for people with disabilities It is important to note that the grant scheme is
implemented in addition to activities under thesérg grant scheme for “Support for
enterprises and cooperatives employing people avibilities” under OPDCBE.

The MA is focusing on improving OP performance tlgl some of the following measures:

- As aresult of the Action Plan developed jointlyttwihe ECthere has been a change in
the approach in the implementation of OPHRD measurein 2011. Priority is given to
working with designated beneficiaries, and graitesees are applied only where necessary.
For the labour market, such examples can be foarde operations aimed at improving the
skills and knowledge of the unemployed using thecher system of funding their training;
interventions in support of young people in findiag first job upon graduation; and
interventions for increasing the territorial motyiliof work force. In parallel, there will be
direct negotiation procurement for measures to ptenpermanent integration of the most
vulnerable groups in the labour market, improveiadoclimate in enterprises, working
conditions and health and safety at work will alse implemented with the active
participation of business and non-government omgitns. In education and training,
interventions to improve professional qualificagoof teachers, develop extracurricular and
informal forms of training, provisions for full-dagrogramming for pupils in host schools,
group internships for secondary and tertiary scstwdents, adult literacy and equal access to
high quality education for children with specialuedtional needs. At the same time, in the
area of educational integration and reintegratibpre-school and school-age children from
ethnic minorities, the experience of schools, mipaidies and non-government organizations
will be a major support resource;
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- Good timing of measuresis expected to step up considerably payments infabgh
quarter of 2011. Also, adequate time planning ifatds the on-going dialogue established
between the MA and the business community, tradensnthe non-government sector, and
local authorities;

- Access to individuals to the various services eagesl in OP measures has been
considerably facilitated. To use services madelavia under a project, all they have to do is
file an application.

Problem areas:

Currently, no major problems have been identifiedhe management of OPHRD which
would warrant urgent corrective action. This ioasidenced by the findings of the European
Commission report following the 2010 systems audémely that, overall, the OPHRD

management and control systems are functioningiefiily and are compliant with the

applicable legislation. The same conclusion washed in the Annual Oversight Report of
the Executive Agency for Audit of EU Funds.

As of 30 June 2011, the Programme exhibited a gtesté of contracting (52 % of the total

budget). However, payment levels remain unsatisfgctbarely 11 % of the entire budget
line available under the Programme).

Recommendations:

CEAOEF welcomes the clear efforts made by the Mkeep up the brisk contracting rate of
the Programme, and the ambitious goals set for #0IAWP.

Overall, the main challenge for the MA tig achieve a steady rate of payment~or the

achievement of that objective, CEAOEF recommendwohilization of the full MA and IBs
capacity in order testep up the verification of project expenditureand the related spot
checks.

CEAOEF supports the MA’s idea teallocate the funds left overfrom operations which
have not been launched by 1 September 2011, or &enations under which no activities
have been undertaken by that dateptteer operations or new grant schemedn addition,
CEAOEF recommendspeeding up the process of the comprehensive IntariAssessment
of the Programme the results of which should beduse further streamline the
implementation of OPHRD.

Although Bulgaria does not demonstrate the highmpieyment levels faced by almost all
other EU Member States, challenges facing the maltitabour market demand special
attention. In this connection, considering thatrénaval of economic activity and sustainable
economic growth are the most important prerequsi@ increasing employment and
reducing unemploymen@PHRD should assist both unemployed and employed t&dapt
faster and more successfully to the changing condins. Taking into consideration the
specific design of employment promoting measunegpdérticular, PA 1, PA 2 and PA 6) and
the current level of payments under those meas@EA80EF points to the need to focus on
their implementation, in view of the impact of tfeancial and economic crisis on the labour
market.

CEAOEF welcomes the efforts of OPHRD to improveesscto education and training for

children with special educational needs and fotdelin from ethnic minorities through the
measures in the areasgcondary educatiorplanned for 2011.
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In the area oftertiary education, OPHRD activities aimed at improving the quality o
education and training in line with the requirenseot the labour market play a considerable
role in the implementation of the government poli¢yeforming higher education.

The European Social Fund, and OPHRD in particular,an important tool for the
implementation of Bulgaria’'s goals under therope 202Gstrategy of the EU. In this regard,
CEAOEF believes thathe Operational Programme needs to increase and impve its
current contribution in the implementation the goalk of the National Reforms
Programme (2011-2015) in the area of education artchining. Hence, it is vitato ensure

a timely launch and contracting under procedures uder priority axes 3 and 4 planned
in the IAWP of OPHRD for 2011. This is urgent also in view of the current levél o
contracting under these two priority axes, whicitmags below the average for the
Operational Programme.

In the context of the on-going planning of the cbe policy post 2013 and the trend at the
European level of targeting concentrated resoutceachieve intelligent, sustainable and
inclusive growth, CEAOEF draws attention to theeative set in théational Development
Programme: Bulgaria 202@concerning education, namely, improvement of vatandards
through competitive education and training To achieve that, it is necessary to engage in
coordinated action to improve access and enhareauhlity education and training, and
focus on the development of a life-long learningteyn.

5. OPERATIONAL PROGRAMME “DEVELOPING THE COMPETITIVENE SS OF
THE BULGARIAN ECONOMY” 2007 — 2013 (OPDCBE)

Total budget Financial progress for the period Cumulative financial progress
(EU and national | 01.01.2011 - 30.06.2011 (01.01.2007 - 30.06.2011)
co-financing) Amounts paid out
Contracted Amounts paid out Contracted amount 0 P
amount (% of total budget) (% of total
budget)
EUR EUR
1,162,215.551 EUR 89 609,769 EUR 22,654,636 EUI?;éZg(,)?;))lﬁ% 248,954,683
' (21.42 %)

Progress made:

In the first 6 months of 2011 OPDCBE reported anncrease in payments of
EUR 22.7 million. The number of grants awarded under the Progranoses to1,200,and
overEUR 89.6 million has been contractedh the first half of the current year.

The total amount of payments under OPDCBE from lthench of the Programme until
30 June 2011reached approximatelgUR 249 million (21.4% of the amount available).
PA 3: “Financial resources for developing enterprises’ has the largest share of
EUR 199 million (17.1 %of the total budget of the Programme, earmarkeduiading under
the JEREMIE Initiative), followed by PA 2:lficreasing efficiency of enterprises and
promoting supportive business environmerit under which almoseUR 37.3 million has
been paid ouf6.3% of the amount available under that PA).
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According to data provided by CCU, from the beggnof 2007 until 30 Jun201], grant

awards under the Programme, taking into accountitated contracts, total over
EUR 427.7 million (37% of the amount available under OPDCBE). The largesdre

belongs to funds contracted under PA 2ncfeasing efficiency of enterprises and

promoting supportive business environmerit followed by the amount under PA 3:
“Financial resources for developing enterprisés (within the JEREMIE Initiative).

Similarly, PA 2 accounts for the highest numbecartracts concluded.

The totalamount contracted where the direct beneficiaries & businesses in Bulgaria
(i.e. under procedures withiRA 1 and PA 2 of OPDCBE), less the value of terminated
contracts, is in the range BfJR 172 million (20.5% of the budget for these two Pas 166

of the total OPDCBE budget). As of 30 Jup@ll, the amount which ultimately reached
companies in the country in the form of paymentdeurPA 1 and PA 2 is approximately
EUR 39 million (4.6% of the amount budgeted for PA 1 and PA 23at% of the total
available under OPDCBE).

In the context of PA 3, during the period underieey work has been going on also to
prepare the country for implementing the followirignancial instruments within the
JEREMIE Initiative :

- Venture capital fund (expected to become operational by the end of 2011)

- Fund for investing in developing companiegexpected to become operational at the
beginning of 2012);

- Mezzanine fund(expected to become operational by the end of 2011)

- Guarantee fund for covering losses on debt portfadis (the selection of banks eligible
for this guarantee fund was successfully completed guarantee agreements are to be
signed on 14 July 2011).

During the period under review, active efforts wergler way orkey initiatives within
OPDCBE, including:

- Preparation of a concept paper, on the basasafable resources and EU best practices,
on developing technology parksacross the country, in line with national strategic
priorities;

- Joint activity with the European Bank for Redouastion and Development in the area of
energy efficiency,in the context of OPDCBE, which is a kind pfot project for the
EU as a whole;

- The upcoming call for grant awardsrteet internationally recognised standardsThis
is also the first procedure to be announced in 20Mhichall suggestions made in the
course of consultations and dialogue between the MAnd the business community
have been taken into account

The 91% implementation rate of the contracted amount projected in H@THAR
Instrument as of30 June 201¥anksOPDCBE among the leaders under this indicator, and
in terms of implementation of forecasts for the amtoof verified and certified expenditure,
the Programme definitely occupies the leading pmsit
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Problem areas:

The main problem continues to thee declining rate of OPDCBE implementationover the
years, considering the real needs of businessBslgaria and the material progress achieved
under the Programme as of 30 June 2011 (apart deralopments in the framework of the
JEREMIE Initiative).The European funds for supporting Bulgarian busines still take a
long time to reach end beneficiaries.

The implementation rates of interventiamsder PA 1: “Development of a knowledge-based
economy and innovation activitiesalso fail to satisfy. As of 30 June2011,only about
EUR 1.7 million of the budgete@UR 246.5 million has been paid outinder this PA@.7%

of its budget).

For the period30 June 2010 — 30 June 2011QPDCBE achieved amncrease in
contracting of only 14%, which places the Programme at the bottom of the ranking
under this indicator among the seven OPsinder Objective 1: ,Cohesion”. OPDCBE
holds the penultimate position also in terms offieecentage of contracted funds as a whole
since the beginning of the programming period, witarely 37%, against an average of
48% for the seven Programmes under thidicator. In terms of amounts paid out from the
available budget, OPDCBE ranks second, ®{1% (against an average of more than 13%
for the indicator), yet this is due to the finahdi@ws under theJEREMIE Initiative
(EUR 199 million, or 17,1% of the total OPDCBE budgetyhere real implementation is
yet to begin.

A persistent challenge in the implementation of @BE is to ensureadequate
administrative capacity of the respective public athinistration staff so that they can cope
with the expected fast increase in their workload the efficient implementation of the
Programme.

Recommendations:

The MA plans to improve the management structure oOPDCBE in order to shorten the
time lag for contracting, monitoring and paymenglifninary discussions were held with the
relevant stakeholders (EC, the Minister for EU FRiMhnagement, the Certifying Authority
and the Audit Authority). With regard to implemetgi the envisaged change in the
management structure of OPDCBE (merging the MA #)] CEAOEF points to the
potential for an additional delay in implementation rates of the Programme In this
connection, appropriate measures should be talsentalavoid any freeze of procedures
which, in view of the present stage in the finahperspective, could seriously jeopardize the
achievement of the original OPDCBE targets.

CEAOEF commends thapproach of seeking and maintaining constant dialage and
consultations with the representatives of the lssrcommunity in Bulgaria to ensure better
targeting of grant schemes under the Programmes dpproach should be maintained and
followed in the future as well.

In view of the above, CEAOEF reiterates its recomdation made it earlier reports

concerning the need to undertake measures flastar further simplification and stepping
up proceduresfor awarding grants under the Programme.
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6. OPERATIONAL PROGRAMME “ADMINISTRATIVE CAPACITY” 200 7 — 2013
(OPAC)

Total budget | Financial progress for the period Cumulative financial progress

t

(EU and 01.01.2011 - 30.06.2011 (01.01.2007 — 30.06.2011)
national co-
financing) Amounts paid Contracted amount Amounts paid ou

Contracted amoun out (% of total

(% of total budget)
budget)
EUR EUR EUR
180 789 087 | "R 190383012 616 779,83 | FURDDSIBOTT2S 46 563,731.73
(50 %) (25,76 %)

Progress made:

The amount contracted under OPAC as of 30.06.2011 BUR 90.6 million, or half
(50.10%) of the Programme budget. According to gataided by the LOTHAR Instrument,
OPAC ranks among the Programmes performing exdbllers-a-vis the forecasts for the
amount of funds contracted over the first half L2, with a 92 % implementation of
projections.

The total amount of payments made is EUR 46.6 mibtin, or 25,76 % of the total budget of
the Programme.

During the period under review, a rangenoéasures were undertaken, with the aim of
improving the management and implementation of OPAC including: updating the
internal documents for the Programme, changes dordles on eligibility of expenditure,
instructions for project assessors, etc.

The implementation the 2011 IAWP proceeded at a féar pace and by the end of
June 2011, 8 of the planned 13 grant schemes wereuaced. It is worth mentioning the
focus of 2011 IAWP on measures to strengthen tpadaity of the judiciary, for which a total
of 5 procedures were planned.

Within OPAC action was undertaken itensify work on electronic government in the
framework of the on-going administrative reformn& March 2011, the body responsible for
e-government has beethe Administrative Reform Council chaired by Mr Simeon
Djankov, the Deputy Prime Minister and Ministerkihance. This change and the approval
of the project fofiImproving administrative customer service by updjireg central systems of
electronic government’funded under OPAC mark the beginning of intendifiefforts
supported by a clear political will. The goal o&thproject is to develop a “national platform”
for a centralized adoption and coordinated impleiaieon of the general and sectoral
strategies in the area of e-government.

The insufficiency in thgublicity of results of the implemented OPAC projets which was
mentioned in the findings of the 2010 Annual RedrCEAOEF has been overcome. In this
connection, the MA carried out a significant numbgtraining sessions for current and future
beneficiaries, ensured timely updating and redesfg@PAC’s website to provide flexibility
of searches and increase the volume of availafidenration about OPAC activities. The MA
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is in daily communication and provides consultatibm beneficiaries and potential
stakeholders interested in the Programme.

In terms ofgood practices,one could mention the following projects which haween
successfully completed within the reporting peri6&trengthening the capacity of the
Prosecution Office of the Republic of Bulgaria in mteracting with control authorities to
counteract legal offences and crime in protectionfahe public interest and the rights of
citizens”, and the project which relates directly to the kvof the National Assembly,
“Modern parliamentary administration at the service of the public’. CEAOEF
encourages theémplementation of such projects which add value notonly for the
administration but for the citizens as well

Problem areas:

The MA reported that audits performed at OPAC idiext as problem areas certain
weaknesses in respect of thapacity of beneficiariesto manage projects, and problems
relating to the procedures for selecting contractamder the Public Procurement Act, the
Regulation concerning Small Public Procurement Alsaand DCoM No. 55/2007.

The MA undertook action to resolve the identifiedlgems, notablytraining for approved
beneficiaries in project managementegular meetings with beneficiariesto assist the
successful implementation of their projects; pudilan of current information on the
Programme on MA'’s website; strengthengxgante controlfor legal compliance with award
procedures, etc.

Considering the measures undertaken to improvePtlogramme management, CEAOEF
deems it necessary for the MA to place the thréigisaefforts in the second half of 2011 on
overcoming the delay in paymentgparticularly for projects under PA 1 and PA 2).

Recommendations:

OPAC has made an exceptional contribution to erihgnthe competence of public
administration. In 2011, special attention is ptadmeasures aimed at streamlinitige
administrative capacity of the judiciary system CEAOEF welcomes the measures planned
under the 2011 IAWP which focuses on the efficrmanagement of Human Resources in the
judiciary system and expresses an expectatiorhfar successful implementation within the
projected timeline. CEAOEF believes that OPAC suppar building atransparent and
effective judiciary systemis a key factor in overcoming the problem areas in the
judiciary identified in the EC regular reports on Bulgaria’s progress under Mechanism

for Cooperation and Verification.

In the context of the existing budget restrictioB§AOEF considers OPAC to bekay tool

for implementing administrative reform. In this connection, CEAOEF recommends that
full synchronisation and complementarity should beachieved between measurgdanned
under OPAC and those adopted by the Administr&etrm Council in CoM, including in
regard to the development of electronic governm@iEAOEF points out that furthering
efforts for the development and deployment eefjovernment is vital for generating
considerable savings of public funds and equippitigens with user-friendly tools to interact
with public institutions, and also for reducingkssof potential corruption opportunities. In
addition, OPAC can be seen as a financial instrarfemthe implementation of electronic
government and the building a modern and accesadrtenistration at the service of citizens.
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In view of the current discussions, both at theamatl and the European levels, of the new
challenges facing the cohesion policy post-2013 i#mdinkage with the goals set in the
Europe 2020Strategy, CEAOEF recommendtepping up the Interim Assessment of the
Programme. Results of the Interim Assessment will serve b&ih streamlining the
implementation of OPAC in the current programmingrigd, and for drawing up
recommendations in programming the next programrpergpd.

7. OPERATIONAL PROGRAMME “TECHNICAL ASSISTANCE” 2007-2 013
(OPTA)

Total budget | Financial progress for the period Cumulative financial progress
(EU and 01.01.2011 - 30.06.2011 (01.01.2007 - 30.06.2011)
national co- Amounts paid
financing) Contracted amoun Amounts paid out| Contracted amount out
(% of total budget)| (% of total
budget)
EUR
EUR EUR EUR 1,294,506.17| EUR 23,839,282.55 7 573 487
56,819,427 10,205,440.64 (41 %) '(13 0’/0)

Progress made:

According to data provided by MA, during the repragtperiod,15 contracts amounting to a
total of EUR 10,205,440.64vere awarded under OPTANd actuatlisbursementsover the
six-month period reacheBUR 1,294,506.17From the launch of the Programme until the
end of the reporting period, according to data jpled by CCU, the totaamount contracted
was EUR 23,839,282.55, or 41 %According to data provided by the Certifying Autityr
payments madeas of 30 June 2011 amountd0R 7,573,487, or 13 %of the OP budget.

A particularly noteworthy event during the repogtiperiod was the commissioning into
operation ofthe UMIS Electronic Services Module.lt enableselectronic filing of project
documentation by OPTA beneficiaries.That was precisely the recommendation addressed
by CEAOEF to the OPTA MA in its 2010 Annual Repdrhis is a considerable step forward
in providing services to beneficiaries which wik Bupported by electronic filing of project
applications under OPHRD and OPDCBE as well, whigtve the highest number of
beneficiaries.

Also during the reporting period, tlestablishmentof the 27 regional information centres
waslaunched by signing grant award contracts with ripalities on the territories of which
the centres will be located. CEAOEF welcomes thenebecause it has been following the
processes of setting up these centres from thestarty

Problem areas:

Regarding problem areas, the OPTA MA identifiedaaromissions by the beneficiaries in
preparing or compiling the required sets of suppgrtiocuments relating to expenses.
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A more serious problem, however, is the increaggayments under the Programme because
the disbursement rates are still not high enoughhofigh payments have doubled in
comparison with the figure for June 2010, a higleeel of activity is necessary, similar to
what has been observed for contracting.

Recommendations:

CEAOEF congratulates the OPTA MA for the decisitepsenabling beneficiaries to submit
project proposals electronically.

CEAOEF recommends that this innovation be adopsesioan as possible for the remaining
OPs as well, since its effect on beneficiaries wdl quite positive and will encourage their
active participation.

CEAOEF expresses its satisfaction with the exceleamtracting rates, and calls upon the
MA to maintain them.

8. PROGRAMMES FOR CROSS-BORDER COOPERATION

Bulgaria takes part ifive bilateral CBC Programmesin the period 2007 — 2013: two along
the internal EU borders and 3 — along the extdrvoeders.

CBC Programmes alortge internal EU borders are funded from ERDF and includéBC
Programme Greece - Bulgaria(total budgetof EUR 130,277,598) an@BC Programme
Romania — Bulgaria(total budgebf EUR 262 003,541).

CBC Programmealong external EU bordersare funded both from ERDF, and from the EU
Instrument for Pre-Accession Assistance (IPA). Bh&ogrammes includeBulgaria —
Turkey (total budgef EUR 21,748,998)Bulgaria - Republic of Macedonia(total budget
of EUR 14,277,857Bulgaria — Serbia(total budget of EUR 25,016,946).

Progress made:

CEAOEF welcomes the serious efforts which the GanBirectorate on Management of

Territorial Cooperation in the Ministry of Region@evelopment and Public Works

(performing the functions of a Managing Authorityr {CBC Programmes along external

borders and the functions of a National Partnerhardty for CBC Programmes along the

internal EU borders) makes towards achieving pigie their implementation. As a result,

we can report the following progress under thesgf@mmes as of 30 June 2011:

« Positive assessments were received from the EC cenang the compliance of the
management and control systemef CBC Programmes;

« The Memoranda of Understandingunder the various Programmes weagfied (only
for the CBC Programme Bulgaria-Serbia the procésatdication of the Memorandum
of Understanding is yet to be finalised);

- Projects under the first callfor project proposals weagpproved;

« Under the CBC Programmwith the Republic of Macedonia, the second call for
project proposals has been announcedn September, the second callsinderthe
Programmes with the Republic of Turkey and the R&pwf Serbia will be placed;

- Under the CBC Programmes along the internal EU dogsrqRomania, Greecedhe
second call for project proposals has also been anmnced which is expected to result
in contracting a considerable part of the finanecedources available under the two
Programmes;
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« Progress has been observed in regarcdotracts with beneficiaries under CBC
Programmes funded from the Instrument for Pre-Accesion Assistance, and under
the CBC Programme Greece - BulgariaCEAOEF takes note of this progress, in view
of the fact that as of December 2010 no contraet Ieen awarded under the CBC
Programmes, with the exception of CBC Romania-Budgand the Technical Assistance
projects for the various Programmes;

+ In the CBC Programmes along the external bordeusgéBia-Turkey, Bulgaria - Serbia
and Bulgaria-Macedoniaadditional funding was reallocated under the first call for
project proposals in order to fund high quality jpob applications which exceeded the
originally approved budget for the call;

« Under the CBC Programme Romania — Bulgaria fundech fERDF, the Ministry of
Regional Development and Public Works signed cotgravith the beneficiaries from the
Bulgarian side for the approved projectsttoe provision of national co-fundingfor the
projects;

« Under the CBC Programme Greece — Bulgaria, steps wedertaken to reallocate funds
from the national co-funding to the Certifying Aaotity of the Programme in Greece;

« The Interim Assessmentof the CBC Programme Romania-Bulgaria was succkgsfu
completed and at the end of June 2011 it was apprdw the Joint Monitoring
Committee of the Programme as well;

- An interface was developedbetween UMIS and the CBCMIS system of CBC
Programmes along the external EU bordersco-funded under the Instrument for
Pre-Accession Assistance (IPA) The module complements the information about
candidates and the projects/contracts funded u@grational Programmes, which is
provided to the respective experts, with informaticabout candidates and
projects/contracts under Programmes for cross-b@agperation, whiclean be used for
audit purposes, as well as for control and preverdn of duplication in funding from
UMIS.

Problem areas:

CEAOQOEF continues to point at some major problerasire CBC Programmes:

- Provision of own contribution or own co-funding by the beneficiaries particularly
where such beneficiaries are Regional Governmantsew of budgeting restrictions;

- Delays in refunding project expenditure incurred by Bulgarian beneficiaries, dueao
lack of bridge financing;

- A need tostreamline the decentralized system at the first el of control.

Added to these key problem areas, account shoutdkam of somexternal factors which
could cause additional delay in the implementatib@BC Programmes:

- The continuing complexities in the economic sitoiatin Greece;

- The upcoming local elections in Bulgaria in October

Recommendations:

CEAOQOEF takes account of the specific nature of em@ntation of CBC Programmes: the
presence of entities and project partners in twantiees, and the need to achieve a cross-
border impact of financed activities. In this coatien, CEAOEF welcomes the efforts of the
Ministry of Regional Development and Public Worksstep up Programme implementation
within its competence, and the progress made ipéhed January-June 2011.
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CEAOEF notes as a success the practice employedB@ Programmes with Turkey,

Macedonia and Serbia of relocating funding fromuffatyears in order to fund a larger
number of high quality projects under the curreadt. cThis will help step up the process of
contracting funds under these Programmes whichecgessary in order to catch up on the
schedule. At the same time, CEAOEF calls for maxmefforts under CBC Programmes
along the external borders for which the MinistfyRegional Development and Public Works
is the Managing Authority, in order to launch atinglementation of the approved projects.

CEAOEF expects the problems related to a lack migerfinancial resources for refunding
eligible expenditure incurred by beneficiaries rbsolved, in light of the pending access to
Programme funds, now that positive compliance assests have been received.

The challenge for by the Ministry of Regional Den@hent and Public Works at this stage is

to focus its efforts on stepping up the implemeatabf approved projects, by means of:

- Providing training to beneficiaries on issues iafato project implementation;

- Providing training to controllers on how to exeecfgst-level control;

- Ensuring timely payment to the beneficiaries frdra Bulgarian side from the Bulgarian
national co-funding for the approved projects.

CEAOEF draws attention to that fact that unlesslemgntation of CBC Programmes is
stepped up, there is elear risk of foregoing funds from the European Remnal
Development Funddue to the expiration of deadlines under the ni&.r

In order to improve the absorption rate under tB&E£@rogramme with Romania, CEAOEF
recommends analysing the possibilities to fund qutsj under the Programme for
implementing the so-calleDanube Strategy Thus the activities financed will have both a
cross-border and a trans-regional effect, whicH wdlp improve the competitiveness of
regions along the Danube.

One of the priorities of the Polish Presidency luéd EU relates tdhe development of a
coherent and integrated European transport system.The development of TEN-T
networks will facilitate the overcoming of disparities amokgropean regions, further good
neighbourly relations of the EU through increascahesion with the Union’s immediate
neighbours, and encourage social mobility and agweént of the Single Internal Marké.
view of these trends, CEAOEF believes that the CB®rogrammes along the external
EU borders have the potential to further the develpment of these processes.

The National Assembly has been cooperating in &ffiar achieve a timely ratification of the
Memoranda of Understanding concerning the varioBE€ ®rogrammes, so that they can be
implemented in time and there would be no delayshenBulgarian side. In line with these
efforts, CEAOEF declares its readinessctmperate for the speedier finalization of the
ratification of the Memorandum of Understanding concerning the CBC Programme
with Serbia.
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9. RURAL DEVELOPMENT PROGRAMME 2007-2013

Total budget | Financial progress for the Cumulative financial progress
(EU and period 01.01.2011 - 30.06.2011 | (01.01.2007 - 30.06.2011)
national co- Amounts paid
financing) Contracted Amounts paid| Contracted amount out
amount out (% of total budget) (% of total
budget)
EUR EUR EUR N EUR
3,241,938,397 34,670,635 | 86,021,083 | FOR 1128112842 54,103 986
(39 %) (21 %)

* Including amounts authorized under measures fachvtihere is no contracting under way.

Progress made:

According to data provided by the RDP M29 % of the RDPbudget wasontracted as of
30.06.2011, and payments madmpresent 21 % of the total RDP budget available for
absorption.

Both contracting and payments for the period 1 Janary - 30 June 2011 show an
increase of 2 percentage points each against thespective values as of 31 December
2010.

Problem areas:

In the first half of 2011, a major problem in tmeplementation of RDP was once agtie
speed of processing applicationsA number of initiatives were undertaken, and wpeet
them very soon to contribute to overcoming the yeland provide the technical capacity
enabling the MA to process a higher number of gppitbns simultaneously.

RDP was launched in Bulgaria with delay of two years The Payment Agency was
accredited at the end of 2007; applications ungetwo measures which were opened in the
beginning started coming in in April 2008, and untfe next two — as late as in the autumn
of 2008. As a resulipver the first two years of Programme operations, e absorption
rate of European funds was practically zero.In this connection, an examination of the
resources budgeted until 2009, which, under the e should be absorbed by 31.12.2011,
reveals thathere is a considerable probability that some RDPunds will not be absorbed

at the end of programming period. Howeuee consistent efforts undertaken by the MA

to overcome this problem give us a reason to belibatultimately no serious slippage will

be allowed under the Programme.

Since the beginning of 2011, a range of discussi@v& been held with all stakeholders as
part of the resolve to improvaministrative capacity under RDP. Despite the considerable
efforts in that regardthe administration still faces the serious challenge¢o speed up,
simplify procedures to the maximum and facilitate he achievement of considerably
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higher rates of contracting and payment of funds uder RDP 2007 — 2013 in the
remaining time until its closure.

Recommendations:

CEAOQEF calls upon the MA to conduct an informationcampaign aimed at reaching out
to the widest audience,with the aim of promoting the Programme and enagung
economic activity among the rural population. Aglaupart of rural areas rank well below the
national averages in terms of economic performahtehis connection, RDP grants can
generate employment and added value and have twmalled ,multiplier effect”, thus
supporting a higher economic growth. To ensure dbkievement of the goals of such
information campaign and maximise its usefulnes&AGEF encourages all RDP
beneficiaries to put in the effort necessary toher their knowledge of the technical specifics
of the Programme.

CEAOEF calls forbetter transparency in the requirements, the appliation procedures,
and the current status of projects already approvedinder the various measures.

CEAOEF welcomes initiative of the Ministry of Agulture and Food for the adoption of
DCoM No. 59 of 11 March 2011 on the conditions @nocedure for extending interest-free
loans to municipalities from the central budget fiaancing expenditure for final payments
under approved projects under the Rural DeveloprReoiramme and finds this to be an
extremely important step which will enable munidijpgs to implement their projects

smoothly.

CEAOEF recommends that a better and more effe@ivestions-and-answers system be
developed for the various measures, based on #mapgs of OPRD and OPE.

CEAOEF believes that to improve public awarenesd amotivation among potential
beneficiaries of the Programme, there shouldnoee clarity concerning the allocation of
funds budgeted for each of the open measure$his can be done by publishing weekly
and/or monthly analyses of the absorption of buziged the implementation of RDP goals,
and analyses of the absorption rates of budgethéorespective periods for accepting project
proposals by providing information on the budgedikable for each application window and
the amount absorbed for a given measure.

In view of the trend in the Common Agricultural Rgl (CAP) for the next Programming
Period, 2014-2020, namely, a focus on investmenenvironmentally sustainable agriculture
(40 % of the expenditure in the proposed generalbbatget for 2014-2020 is designed for
funding agricultural activitiesCEAOEF recommends adequate actions to be undertaken
to promote and implement the measures under Priont Axis 2 aimed at developing
environmentally sustainable agriculture.

CEAOEF finds this to urgently necessary since culyethere isinsufficient demand for
funding under these measures among potential benefaries. This is an alarming signal
since if the situation persists the risk of forempifunds would be increasing with the
approach of the end of the current programmingoperi

CEAOEF welcomes the initiative to reallocate funddrom some measures to otheren
order to respond more fully and adequately to tttead needs of beneficiaries in Bulgaria.

32



The committee will monitor closely the process, avel expect it to contribute for a higher

absorption rate for RDP 2007 — 2013 as a whole.

10. OPERATIONAL PROGRAMME FOR FISHERIES SECTOR DEVELOPM ENT

2007-2013
Total budget | Financial progress for the period | Cumulative financial progress
(EU and 01.01.2011 - 30.06.2011 (01.01.2007 - 30.06.2011)
national co- Contracted Amounts paid
financing) Contracted Amounts paid amount out
amount out (% of total (% of total
budget) budget)
EUR EUR
EUR EUR EUR
23,203,772.84 | 5,640,167.05
106,679,611 | 14,914,894.06 | 1,781,135.90 (21.75 %) (5.29 %)

Progress made:

In the first half of 2011, 26 project proposals &eubmitted, which indicates that the rates
from previous years remain unchanged. In this coime it should be noted that, in 2010
alone, 56 project proposals were received, whichaksgthe total number of projects
registered from the approval of OPFSD to the en2080. For the period 1 January — 30 June
2011, 18 contracts were awarded. The increaseojegis with final payments made is almost
six-fold: as of 30.06.2011, 23 projects were fydgid out, against 4 in 20009.

Funds contractedunder the Programme s of 30.06.2011 rose to 21.7&g#nst 3.34 % in
2009. Payments as of June 2011 amounted to 5.29 % of the budgethe Programme
compared to 0.19 % in 2009. Forecasts indicatetthattrend will continue, in view of the
considerable increase in the number approved gsofecwhich grant payments will be made
mostly during the next calendar year.

The final report on the interim assessment of OPFSWas sent to the EC via the SFC 2007
Information System on 30.06.2011.

Problem areas:

Difficulties experienced by beneficiariessacuring private co-fundingfor projects have not
been resolved yet, and this problem often makespbssible for some of them to proceed
with the implementation of their projects. The efthment of a guarantee scheme in the
framework of the Bulgarian Development Bank whiabubd facilitate access to financing for
Small and Medium-sized Enterprises from the Figlsegector is a step forward to solving
that problem.

Despite the higher absorption rate of funds underQperational Programme, the number of

registered projects and the amount of funds cot@tdaemain low, and projects are found to
lack in quality.
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Recommendations:

CEAOEF is confident that the measures adopted théhaim to improve MA’s performance
and those for improving the quality of project apgifions will step up contracting and
payments under the Programme. CEAOEF believeshbatialogue with MA experts and the
provision of direct advice to beneficiaries by seftup Help-Desk Units is an appropriate
measure which will lead to the achievement of thedives.

CEAOEF welcomes the efforts of OPFSD MA to faciktaaccess to financing for SMEs
applying under OPFSD through tiNational Guarantee Fund of BDB This will increase
investor interest in the Programme, and SMEs vellable to borrow at lower rates without
any threat to the stability of commercial banksvutng credit to Programme beneficiaries.

CEAOEF maintains its recommendation made in the02Bhnual Report, forbetter
utilization of funding under the technical assistage component of the Programmeso
that external expertise can be drawn on in supgdtie Programme’s MA, particularly in the
area of assessing the economic viability of investhproject proposals.

OTHER PROGRAMMES AND INSTRUMENTS PROVIDING FINANCIA. SUPPORT
TO THE REPUBLIC OF BULGARIA

11. SCHENGEN FACILITY

Budget for preparations to
apply the Schengen Acquis
— Schengen section Financial progress as of 30 June 2011
Contracted amount Amounts paid out
(% implemented) (% implemented)
EUR 128.96 million EUR 128.96 million
EUR 128.96 million (100 %) (100 %)

Progress made:

According to data provided by MoF, as of the deslfor contracting funds under the
Schengen Facility (31.03.2010), contracts for altof EUR 133.296 million net of VAT
were successfully signed, bringing ttentracting rate to 100%.

The Central Unit for Funding and Contracting Dicrate made payments coveritige full
amount funded by the EC in the framework of the Schngen Facility, i.e. the funds have
been successfully implemented and paid also 100%;, BUR 132.8 million net of VAT
(EUR 148.13 million including VAT).

In addition to funding provided by the EU in the Sthengen section in the amount of
EUR 128.96 million the Government of Bulgaria adopted DCoM No. 17 of 15.02010,

thus securing additional funding in the amount of BEJR 28,632,345. Of that,
EUR 14,809,603 net of VAT was allocated for the inpmentation of 21 projects under

the 2007-2009 National Indicative Programmaeavhich include commitments made by the
Republic of Bulgaria in respect to acceding to th&chengen Area. Thus the Government
kept its commitment made to the European Commissioto achieve all the objectives and
implement all the measures provided for in NIP 200-2009.
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According to data provided by MoF, as of 30 Jun&12Ghe total amount of all contracts
awarded in implementation othe 2007-2009 National Indicative Programme is
EUR 161.124 million including VAT (EUR 143.675 millon net of VAT).

Problem areas:

During the period 1 January — 30 June 2@hdee contracts were terminated under DCoM
17, for a total of EUR 1,1 million net of VAT, dueto non-performance by contractors.

Implementation is under way for 7 contracts for a btal of EUR 12 million net of VAT,
funded under DCoM No. 17 of 15.02.2010As of 30.06.2011a certain delay in the
implementation of contracted construction and repai works has been established under

5 of these contracts, with failures to meet the aged time scheduleThe reason for the
accumulation of delayis a breach of contractual commitments by the contradrs. The
respective contract for supervision of the workderm4 of the above works contracts has not
yet been brought to completion.

The contract for setting up the integrated systemdr control and monitoring of the
Bulgarian-Turkish border is scheduled for completion in December 2011, and CEAOEF
will continue to monitor its timely completion.

Recommendations:

CEAOEF welcomeshe efforts of the MA and all institutions involved with the Schengen
Facility which lead to significant and tangible resilts. On 29 June 2011, the Republic of
Bulgaria sent its Final Report on the Implementatiom of NIP 2007-2009 to the European
Commission. It provides information about the overall implertegion of NIP 2007-2009
under the Schengen Facil@yd proves that Bulgaria meets all technical requiements for

full membership of the Schengen Area.

The final amount of eligible expenditure declarenl the European Commission is
EUR 128,194,211.7,7which is99.4 % of the total amount allocated to the Republic of
Bulgaria for funding activities under the Schengewility.

On the basis of an in-depth analysis of the faCEAOEF considers thahe authorities
included in the Schengen Facility Management and @drol System operate efficiently in
contracting, implementation, monitoring and reporting the funding.

CEAOEF recommends streamlining of the process of contract performace, for
contracts implemented with national funding und€d™ 17, by the end of 2011, and so
ensure thatonstruction works will be completed within the preagreed deadlines. The
Committee believes this to be a realistic and achiable objective.

12.FINANCIAL MECHANISM OF THE EUROPEAN ECONOMIC AREA ( EEAFM)
AND NORWEGIAN COOPERATION PROGRAMME (NCP)

Total budget Cumulative financial progress

(European funding and

national co-financing) Contracted amourt[ Amounts paid ou
(% implemented (% implementedg
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EEA FINANCIAL MECHANISM

EUR 23,210,094
(of which EUR 19,809,058.04 (51Eg|;;>1§"?éi2r(’)1p7egn
EUR 20,023,800 in (98 % of European funding) ' fundi
; unding)
European funding)
NORWEGIAN COOPERATION PROGRAMME
EUR 19,766,545
(of which EUR 17,794,878 EUR 12,553,505
EUR 18,274,878 in (90%) (63 %)
European funding)

Progress made:

EEAFM contracted funds amount to 98 % of the FM budgety payments amount to
51.5 %. Under all of the projects approved to nee®&EAFM funding, contracts were signed,
and the deadline for completing activities was 3rilA2011. Within that deadline,

30 projects were successfully completed

Underthe Norwegian Cooperation Programmea total of 19 projects were successfully
implementedwithin the deadline for eligibility of expenditurd0.04.2011. As of 30.06.2011,
payments madetotalledEUR 12.6 million, which is 63% of the budget for the Programme.
During the reporting period, payments totalling EUR 2.4 million were disbursed. The
deadlinefor eligibility of expenditure was extended forekrprojects and is now 30.04.2012.
Two projects will be completed using funds from the project rese

During the new programming period 2009-2014, theding made available to Bulgaria
under EEAFM and NCP ighree times higher, according to the Memorandum of
Understanding on the implementation of Programmesddéd by Norway, Iceland and
Liechtenstein which was signed on 17 June 2011s Trfdrease in funding is the result of
good performance in the current programming penwath the first Modern Art Museum in
Bulgaria, the Digital Centre of the St. Cyril and. $/ethodius National Library, the
archaeological digs at the Monastery of St. JolenRrecursor on the Sveti Ivan island near
Sozopol, a 1 MW solar energy park, the Sunny Gasliurcational bio farm for children,
tourist and information centres, energy efficiepegjects in over 25 communities, etc.

Problem areas:

Under EEAFM, activities under two projects were moplemented. After a detailed analysis,
meetings with the beneficiaries and field inspewioit was decided tdiscontinue the
following projects: “Modernisation and rehabilitation of the Childcafeentre in the
Municipality of Berkovitsa as a place for creatiskills formation and development” and
“Magoura Historical Complex — Antiquity for Genamats”. A delay was registered also in
one of the extended projects;Revival and preservation of traditional builditgchniques
and skills used in Bulgaria”, where the beneficiaryhe Directorate for the Vitosha Nature
Park of the Forestry Executive Agency.

Recommendations:

CEAOQOEF believes that, concerning EEAFM, the NCU hautg focus fully on the projects
which were granted an extension in 2010 in ordevimd the risk of project termination due
to a failure to implement the planned activitiesmobserve the time schedule.
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CEAOEF will continue to monitor the NCP implemeraat since it provides funding for
projects of particularly high cultural and hist@licvalue for Bulgaria. In this connection,
CEAOEF expects the beneficiaries to demonstrateernommitment to the implementation
of their projects. To this end, it is necessaryfdous on the problems and difficulties
encountered by beneficiaries which lie outside jubktitutions.

13. TRANSITION FACILITY (TF)

Cumulative financial progress

Total budget Contracted amount Amount paid out
(% implemented) (% implemented)
- EUR 23.417 million EUR 19.794 million
EUR 33.294 million (70.3 % of the total budget) | (59.5% of the total budget)

Progress made:

As of the contracting deadline (15 December 20D®)contracts were signedtotalling
EUR 23.417 million(70.3% of the funding allocated under TF).

The completion deadline forcontracts was15 December 2010According to data provided
by the Ministry of Financef3 contracts were successfully implementeehd all deliverables
were accepted. No major problems were reporte@ifopnance.

The payment deadline 55 December 2011As of 30 June201] a total of EUR 19.794
million was paid out, which is84.5% of the amount contracted, aB8.5% of the amount
budgeted for TF. For comparison, as 3 December 2010the amount paid out was
EUR 18.049 million which is54.2% of the original TF budget, of7.1% of the contracted
amount. Practically, anoth&UR 1.745 million was disbursedn the first half 0of2011

On 24 February 2011,the Joint Monitoring Committee for projects undbe PHARE
Programme and the TF met for its™8ession, and the current status of TF was also
discussed, and the results achieved under thetlFaedre presented.

By 15 December 2011, payments underF are expected to rea®3% of the contracted
amount, and5% of the original Facility budget, respectively.

THE EU PRE-ACCESSION PROGRAMMES AS A SOURCE OF FINMCIAL
SUPPORT FOR THE REPUBLIC OF BULGARIA

14. PHARE
Contracted amount
Total budget (% implemented) Payments
1.348 billion EUR 1.166 billion
EUR 1.756 billion EUR (77 %) (66 %)
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Progress made:

The implementation of projects under the PHARE Raogne ended on 30 April 2010, and
the deadline for making payments under project extesions was 30 April 2011. The
contracting rate for this funding source was 77%. A of 30 June 2011, 87% of the
contracted funds were paid out, or 66% of the Proggmme budget.

Before the closure of the PHARE Programme, spotichwill be performed by the European
Commission to verify the degree of achievement loé tgoals set in the Financial
Memoranda/Financing Agreements, and ensure subtkiynaf results.

Recommendations:

CEAOEF recommenda comprehensive and detailed review of achievememntser the 10
years of PHARE implementation which should identify clearly any omissions or
weaknesses in the Programme. In this connectioAQEE calls upon all entities involved in
the management and implementation of the Progratarpeesenain aggregated analysis of
its implementation over the years, listing all proltems found and the remedial measures
undertaken.

CEAOQOEF believes that the valuable experience gaaretithe administrative capacity built
are an important resource ftire process of formulating future priority areas fa which
EU funding will be sought, and calls forthe preservation and adequate use of that
resource even after the final closure of the PHARProgramme.

15.SAPARD
Contracted amount
Total budget (% implemented) Payments
. EUR 465 million EUR 451 million
EUR 593 million (78 %) (76 %)

The SAPARD Programme was implemented during theogpe?2000-2006. Based on the
overall analysis and assessment of the SAPARD Bnagpe, including the control procedures
which were additionally introduced under the actman for the SAPARD Programme, the
monitoring system which was developed, the databademonitoring indicators, the term of
validity of the payment commitment undertaken bg @uropean Union under the 2006
Annual Financing Agreement was extended until tieb & 2009.

Progress made:

For the entire period of implementation of the SAADAProgramme, a total of 3,509 projects
were contracted, with a total amount of the subfifeUR 724 million. The number of

cancelled contracts under the Programme was 89 wi total subsidy amount of

EUR 192 million. The funding absorbed from the SAHA budget amounts to

EUR 450.7 million in subsidies.

Problem areas:

From the 28 projects under investigation, 17 ptsj@eere still not fully disbursed as of June
2011, due to on-going inspections by external tustins. The total subsidy under these
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investments amounts to EUR 6.8 million. For sevénthe projects not fully paid out,
information has already been received that theschage been closed by the investigating
authorities. Hence the SAPARD Agency renewed tlexgasing of payment applications.
These will be finalised in accordance with the added rules and procedures of the
SAPARD Agency.

As of July 2011, the Commission is yet to take eisien on the imposed financial correction
of EUR 6,451,292.03 deemed ineligible for refundtivy Community under the Programme
on the basis of a failure by the Agency to prouvide grants in a timely fashion to the end
beneficiaries, in a European Commission letter, A&RI J. 5 No. 628 374 dated 24.09.2010,
concerning the clearance of accounts of the SAPAency for 2007.

Recommendations:

CEAOEF recommends to SF Agriculture to undertakeasuees to pay out the subsidy
payable to projects as soon as the competent digbdnave completed their investigation
procedures and ruled in favour of the beneficiaries

16. ISPA
Total budaet Contracted amount Amount paid out
9 (% implemented) (% implemented)
- EUR 1.519 billion EUR 1.135 billion
EUR 1.692 billion (90%) (67.10 %)

Progress made:

The total amount paid out as of 30.06.2011 undearkgial Memoranda concerning the ISPA
Programme i€€UR 1.14 billion. Payments made under the Programme during the period
01.01-30.06.2011 tot&lUR 62.82 million.

The total payments made under the Programme amou&.67 % of the contracted funds,
and67.10% of the total budget.

As of 30.06.20116 projects have been officially closed

At the end of June 2011, at a session of the Commenior Monitoring and Control of projects
implemented under the CF (Regulation 1164/94),B@egranted its approval &xtend the
eligibility of expenditure under 9 projects in the Environment sector, and under the
project for “Development of a cross-border combinedroad and railway) bridge across
the Danube River at Vidin — Calafat” in the Transpat Sector. For projects in the
Environment Sector, the extension is for 1 year, ahfor the Danube Bridge project, for

2 years.

Under Decree No. 160 of 10.06.20%kpvisions were made for the necessary financial
resources to make all payments under projects co-fded from the CF (Regulation
1164/94) and managed by the Ministry of Environmentand Water for which the
Managing Authority identified a risk in 2011.
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Projects in the Environment Sector managed by thenhtry of Environment and Water:

CEAOQOEF recognizes thphysical progress made under ISPA projects managely the
Ministry of Environment and Water. In the Water Sector, 12 WWTPs and water and
sewerage networks in three settlements were conaness into operation by the end of June
2011. The rest of the projects are in advancecdestafjimplementation and are expected to be
completed by the end of 2011. In the Waste Sectmipnal landfills for solid residential
waste and 1 waste reloading station were commisdianto operation by 30 June 2011, and
another 7 reloading stations are to be built aradd8landfills are to be closed. Also worth
noting is the approval of an extension to the F¥the successful completion of the project
for the development of the Regional Waste Managén@amtre in Kardjali, which was
achieved through the MA’s efforts.

Projects in the Environment Sector managed by thénhtry of Regional Development and
Public Works:

CEAOEF welcomes theprogress made during the period under review in the
implementation of ISPA projects managed by the Mimstry of Regional Development
and Public Works. Funds paid out under the ISPA projects managetdoinistry amount
to EUR 126.2 million, which i90.37 % of the contracted amounihe Waste Water
Treatment Plants in the city of Bourgas, the Marita river basin — Stara Zagora,
Dimitrovgrad and Haskovo are fully operational. The delay accumulated in earlier
implementation periodsnder thelntegrated water project in Roussehas been overcome
and the last two project components are expectds twmpletedby the end of 2011. The
European Commission gave its approval in principléhe request for extension thife FM
validity until the end of 2011.

Projects in the “Transport” Sector managed by theiistry of Transport and ITC:

For the first half of 2011, it should be reportdtatt Project2001/BG/16/P/PT/004.01
“Construction of the Lyulin Motorway: Sofia ring rad — Daskalovo road junctiomade up
the considerable delay accumulated in previoussyead was successfully completed.
number of measures were undertaken to step upraohsh works and the project was
commissioned into operation 4% May 2011.

To date, there is &3% financial implementation of contracts awarded unéeoject
2004/BG/16/P/PT/005 “Construction of a second bradgcross the Danube River at Vidin —
Calafat”. The deadline for eligibility of expenditure requestin the proposal submitted to
the EC to amend the Financial MemorandurdliDecember 2012The procedure of signing
the decision to amend the Financial Memorandumlawasched in the EC, and its approval is
expected inJuly 2011. A request for extension was drawn up also for tthe financing
agreements under the project with the Europeanstmant Bank. Following consultations
with the Ministry of Finance, the request was senthe European Investment Bank. The
Bank’s letters of amendment to the financing ages@siare expected, before the procedure
of granting a mandate to sign the agreements wkichquired under Bulgarian law can be
launched.

The deadline for eligibility of expenditure underrofect 2001/BG/16/P/PT/003

“Rehabilitation and electrification of the Plovdiv Svilengrad railway line"was31.12.2010
and it will not be extended by the EC. The finahoigplementation of contracts awarded is
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77.9%. The final report will be prepared and submittediie EC by June 2012. The strategy
concerning project completion is based on a trardfactivities from the scope of the former
ISPA Programme to OPT, with the aim of completihg project and achieving its goals
using OPT funding. The application form for the npwmject was submitted to the EC @n
December 2010 The beneficiary, the National Railway Infrastiret Company, responded
in a timely fashion to the questions and requestiarification received in an EC letter dated
18 February 2011. After the projects under the Gmime Fund/Regulation 1164/94 were
discussed at the most recent session of the CoR8aune 2011it became clear that another
EC letter was expected with additional questiond egqguests for clarification, and the
Bulgarian side will respond as soon as possiblee ER approval of amendments to the
Financial Memorandum and the application form igpested inthe last quarter of the
current year.

Problem areas:

As of the date of this report, no official EC apgpmbhas been received for the request for
extension of the validity of FM provisions in resp®f some of the ISPA measures, which
continues to pose a risk for their successful imeletation.

The EC declined to grant extensions under the FMBfof the projects in the Water Sector:
the integrated water cycles of Sliven and Balchikg the construction of desulphurisation
installations for Units 5 and 6 of TPP Maritsa Esivhich is putting a strain on the spending
part of the national budget.

CEAOQOEF notes the insufficient progress made indéneelopment of projects seeking funding
under the OPE in the Water and Waste Sectors, wher@roject applications are still not
finalised.

Recommendations:

Despite the EC rejection of the extension requastserning the Memoranda for some of the
projects in the Environment Sector and in viewhdit importance, CEAOEF expects the MA

of the former ISPA Programme to undertake the rszggssteps to secure the successful
completion of projects through national financingccedit.

CEAOEF recommends stepping up dialogue with theet@ary municipalities to ensure
they have projects ready to apply under PA 1 an@ PAOPE.

CEAOEF will continue to monitor the process of cdetipn of all ISPA projects until the
final closure of the Programme.
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lll. CEAOEF VISION FOR UPCOMING ACTIVITIES IN 2011 IN R EGARD WITH
OVERSIGHT OF EUROPEAN FUNDS AND THE FUTURE COHESION POLICY
DEBATE

The Committee will sustain its practice of holdimegular hearings with representatives of the
executive government engaged in the managementtot@nd coordination of European
funds in the Republic of Bulgaria, and in the settalf of 2011CEAOEF will monitor
developments on a regular basis and make specificecommendations in case it
establishes any difficulties or weaknesses in thd Hunds management system

The next CEAOEFAnnual Report on the absorption of EU Funds in the Republic of
Bulgaria will be drawn up idanuary 2012 and it will cover the period January 2011 —
31 December 2011.

CEAOEF deems it appropriate to note one of its awitiatives held just after the reporting
period for this report. In view of the importancedaspecific nature of issues related to
programming for the future EU Cohesion Policy, CEX¥Oheld a wide discussion in the
framework of thePublic Consultations Council of CEAOEF onl12 July 2011 with the
participation of representatives of the businesmroanity, non-government sector and
academia, under the titléThe Future of the Cohesion Policy: Are we ready rfdhe
Challenges of 2014 — 2020As a result of the discussion between represeataf the
Government Ir Tomislav Donchev, Minister for EU Funds Managemen¥r Rossen
Plevneliey, Minister of Regional Development and Public WorksdMr Evgeni Angelov,
Deputy Minister of Economy, Energy and Tourism)rlidenent and PCC members. On the
basis of a broad consensus, the followikgy conclusions and challenges for the
participation of the Republic of Bulgaria in the programming process were formulated

- Identify a small number of priorities, while retaining the balance between the basic
priorities reflecting the reality in the national situation and those focused on
achieving the goals oEurope 2020

- Make differentiated and prioritized allocations of funds among the Operational
Programmes. In setting the national priorities for the nexbgramming period, it is
most important tadentify the needsto be addressed using European fumdsher than
focus on the type and specific number of Operationd@rogrammes

«  Strengthen the Cohesion Policy political visibiland significance. It should follow the
logic vision-strategy-plans-programmesdJnlike the case with the current Programming
Period, in the next one, firstly: National Stratedteference Frame (or an analogical
document) and National Development Plan should |laboeated and after that - the
Operative Programmes;

«  Apply the principle of proportionality in the next programming period, so as, without
any prejudice to the rulesp reduce the administrative burdenand facilitate the
rationalization of procedures;

«  Apply an integrated approachin planning future measures under the Programmes a
explore synergies;

- It is necessary to consider the rationale of documasuch as the European Spatial
Development Perspective, nametievelopment along the regional — urban — rural
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axis. In this connection, in the regional and road @agtit might be appropriate to
considerinvesting in fewer but significant and large-scalgrojects, with a focus on
basic infrastructure, which are a matter of pnofbr the economy and the national
regions. The basic infrastructure for the next Mnlhual Financial Framework should
be kept as a priority and co-related to Europe 202¢€his regard, concrete indicators for
its added-value should be elaborated. Example:ngiatefor decreasing the injurious
emissions of carbon dioxide by rehabilitation oflway infrastructure; potential for
reducing the poverty rate in Northern Bulgarianotilgh the Hemus highway
construction, etc;

«  Overcomethe shortcomings of the current programming period in respect of
cumbersome procedures requiring a large volumeogumhentation associated with
project application and reporting; delays in projpayments; lack of own resources
which beneficiaries need to invest in the projesiclear guidelines provided by the
administration on activities which need to be cardd in project implementation and
reporting; vague texts allowing for multiple integgations;

- Define the need for‘a regional level of thinking and planning” in the next
programming period: on the one hand, centralize dgtem, and on the other —
decentralize at the level of planning regions;

«  Careful consideration should be given to changethéinstitutional system and the
competences of the respective authorities resplenddy the management, control,
payments and certification of expenditure.

With view to research the idea of reforming the fidds management system in the next
Programming Period (2014-2020) by creating a simgletralized Authority for EU funds
management (Agency), CEAOEF has elaborated an 8isabf the strengths, weaknesses,
opportunities, and threats (SWOT analysis). Throtigis analysis, CEAOEF strives to
examine proposal from all possible perspectivegityg a fair assessment, for the Executive
Power to take notice to in the future developmenthe issue:

SWOT ANALYSES ON THE CREATION OF A CENTRALIZED COOR DINATION
AND MANAGING AUTHORITY OF THE EU FUNDS

STRENGHTS WEAKNESSES

e Centralization of the process of e Breaking the connection between th¢
strategic planning and EU funds Ministries, responsible for the sectoral
management, on one hand; amh the policies (The State policy in the
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other hand, decentralization of the respective field)and the Structural
operational process on regional level Funds management
(planning regions); e Taking away part of the Ministries’

e Moving the focus from the application resources and powerson EU Fundg
phase to the programming phasewith utilization in the sectoral policids

view to realization of strategic projects |of implementation and planning;

national and EU importance, respectivelys Risk of not achieving efficien
e Better co-ordination and interventions decentralization of the Programmes’

complimentarity of the support under implementation process at regional leyel,

the Structural and Cohesion Funds, a3  without an overall vision for th

[

11%
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well as double funding avoidanc;

adiministrative-territorial

reform (incl.

Bettersynchronization of data from the the planning regions’ functions
various financial sources- Unified regarding their efficient participation |n
Management Information Systemn, the Programmes’ implementation) and

National Fund, Territorial Co-operatid

Popeye Information System.

n
Management Information System, Axies

its carrying out;
Pressure on the expenditure side of
State Budget.

the

OPPORTUNITIES

THREATS / CHALLANGES

Potential for better co-ordination of tl

EU Funds management and oversi
process;

Potential for a more efficient
implementation of the national

programming documents;

Potential for transition from secondary
primary legislation in the field of EJ
Funds management (via thaw on EU
Funds managemeny,

e
ght

The capacity at regional and local leve
and the ability to adapt to the n4g
structure for centralized management ;
decentralized implementation of t
sectoral policies;

Lack of Cost-Benefit analysis of th
administrative re-organization of the
process incl. the change in
Ministries’ Statutes, internal rules a
management  procedures  of

thie

w
hnd

e

hd

the

Opportunity foradministrative capacity Programmes; the future creation of EU
optimization and increasein field of EU Funds Management Agency as |[an
funds management arglnchronization Executive Power Authority; the re-
with the conducted administrative appointment of personnel from the
reform; respective  Ministries to the new
Opportunity  for unification and centralized structure; and eventually, the
standartization of the documents and creation of regional  structures,
procedures in the field of Operationgl  responsible for the regional planning gnd
Programmes’ management jnd goals implementation, etc.;
implementation; and, respectivelys Necessity of a smooth transition
potential for elaboration adtandardized between the current and future
tender documentationwith regard to the =~ management systenand administrative
Public Procurement procedures, as egrly capacity building;
as the stage of grant schemps Assessment dmpact on the Managing
publication:  standardized  contracts, Authorities, which have already built
technical specifications, etc. capacity and experience in the field |of
Operational Programmes management;
e Determination of théAgency’s scope o}
activities in regard to:
-Programmes under Objective 1
‘Convergence” and Objective 3 “Europegn
Territorial Co-operation” of the EU regionpl
Policy;
-The rural development and fisheries
Programmes in line with the Commoén
Agicultural Policy and the Fisherigs

Development Policy;
- The Programmes, financed by don

r_

countries: the EEA financial instrument, the

Norwegian Co-operation Programme;

he

Bulgarian-Swiss Co-operation Programmg.
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Based on the above-mentioned challenges for Balgaparticipation in the Programming,
CEAOEF contributes to the future Cohesion Polichade, which should beesult-oriented

in order to achieve greater efficiency- it will teege reforms, for achieving concrete and
visible results. CEAOEF considers that the listGihesion Policy priopities should be
more specific, target-oriented and shorterthan the current Programming Period one, to be
adapted to activities, ensuring development andraongment of the Bulgarian economic
growth potential.

In preparing the concept of Cohesion Policy andcural Funds for the Republic of Bulgaria
during the 2014-2020 periodhe logic of planning could be based on three main
hierarchical objectives: general (main) objective-stimulating the development of the
country and increasing its competitivenesgategic objectives, based on Europe 202thd
operational objectives (some of them already enshrined in tiNational Reform
Programme, such as improving the business climate, basiastructure, education and
competitiveness on the labor market, administrateygacity, etc.)

The CEAOEF activity during the second half of 204dl be in line with thePolish EU
Presidency priorities. One of the Polish Presidency topical issueseasidbate on the new
Multiannual Financial Framework (MFF) of the EU, with the following highlights:

* the new EU budget a instrument for investments, supporting the implenentation of
the strategy Europe 2020;

» Cohesion Policy-to remain a key EU policy;

* Implementation of the Common Agricultural Policy reform.

CEAOEF will actively participate in this debate, via the new powers given by theban
Treaty (subsidiarity check) and the political dge with European Institutions. In particular,
CEAOEFwill adopt a position on the European Commission daft Acts, related to MFF
and the System of EU Own Resourcegjcluded in Section “Modern EU budget- proposals,
regarding the Multiannual Financial Frameworkrt{cles 41-43 of the Annual Work
Program of the National Assembly on EU Affairs (2D1

The future architecture of the Cohesion Policy andhe MFF will be subject to discussions
at theOctober COSAC meeting(Conference of European Affairs Committees of oral
parliaments of the Member States of EU) in Wars&®wlgdnd).CEAOEF will use the
opportunityto defend the Bulgarian position on the topicwithin the framework of this
important inter-parliamentary forum.

CEAOEF will continue to hold regular hearings witthe Managing Authorities to stay
informed about developments in follow-up to theoramendations made in this Report.
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