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National Aid Co-ordinator

Minutes of the Joint Monitoring Committee Meeting

	1.
	Location: Miestodržiteľský palác, Hlavné námestie 8, Bratislava

	2.
	Date: 19 June 2003

	3.
	Participants:

Mr Dirck Meganck, Head of Slovakia Team, DG Enlargement, European Commission Headquarter

Mr Domenico Gigliotti, Slovakia Team, DG Enlargement, European Commission Headquarter

Mr Michael Merker, Evaluation Unit, DG Enlargement, European Commission Headquarter

Mr Eric van der Linden, Ambassador and Head of EC Delegation in the SR

Mr Dieter Thiel, Head of Phare/ISPA Section, EC Delegation in the SR 

Mr Jochen Schult, Head of Financial Section, EC Delegation in the SR

Mr Michel Doumont, Deputy, Phare/ISPA Section, EC Delegation in the SR
Mr Pál Csáky, NAC and Deputy Prime Minister for European Integration, Human Rights and Minorities

Ms Silvia Matúšová, Director General, Section for European Affairs, Office of the Government of the SR

Ms Kornélia Čajková, Phare Aid Co-ordination Unit, Office of the Government of the SR

Mr Martin Orth, Phare Aid Co-ordination Unit, Office of the Government of the SR

Ms Ľubica Gazdová, ISPA and SAPARD Aid Co-ordination Unit, Office of the Government of the SR

Ms Mária Kompišová, Director General, Section for European Affairs, Ministry of Finance of the SR

Ms Mária Hrachovcová, Deputy NAO and Director of the National Fund, Ministry of Finance of the SR

Ms Petra Pazerini, National Fund, Ministry of Finance of the SR

Mr Mário Virčík, Ministry of Finance of the SR

Mr Richard Haines, EMS Central Office

Mr Dietmar Aigner, EMS Bratislava Office

Ms Rozália Molnárová, Head, Office for Public Procurement

Ms Barbora Šujanová, Central Contact Point of OLAF, Office of the Government of the SR

Ms Silvia Czuczorová, PAO and Director, CFCU, Ministry of Finance of the SR

Mr Juraj Majtán, PAO and Director General, NADSME, Ministry of Economy of the SR

Mr Július Slovák, PAO and Director General, RDSA, Ministry of Construction and Regional Development of the SR

Ms Katarína Vajdová, Director, Civil Society Development Foundation

Mr Ján Baršváry, Head of Secretariat, SAPARD Agency, Ministry of Agriculture of the SR

	4.
	Minutes worked out by: Mr Martin Orth, Phare Aid Co-ordination Unit, Office of the Government of the SR

	5.
	Minutes approved by: JMC members by written procedure


Agenda of the Meeting

I. Programme Phare

1
Phare Programme 2000 – implementation;

2
Phare Programme 2001 – contracting, proposals for reallocation, proposals for extension of contracting/ disbursement period;

3
Phare Programme 2002 – preparation of technical specifications and terms of reference;

4
Information on National Co-financing;

5
Current Status in Phare EDIS;

6
Audit Plans and Reports;

II. Analysis of the Country Summary Interim Evaluation Report elaborated by the EMS – discussion and measures to be taken concerning key findings and recommendations;

III. Programme ISPA;

IV. Programme SAPARD;

V. Miscellaneous.

The Joint Monitoring Committee (JMC) meeting was co-chaired by Mr Dirck Meganck on behalf of the European Commission (EC) and Mr Pál Csáky, National Aid Co-ordinator (NAC).

The NAC opened the JMC meeting, welcomed the distinguished representatives of the EC and EC Delegation in the SR (ECD) and introduced the Slovak participants. Mr Meganck introduced the representatives of the EC and ECD. He also pointed out that the meeting would focus mainly on the Phare programme; marginal attention will be paid to ISPA and SAPARD as these programmes have own monitoring committees.

The above-mentioned agenda was adopted. 

Ad I.) Programme Phare

1. Phare Programme 2000 – implementation

Ms Silvia Matúšová informed about the regular monitoring of the implementation of the Phare projects through the project monthly meetings, Sectoral Monitoring Sub-committee (SMSC) meetings and contracting meetings.

Sectoral distribution of the Phare projects was reshuffled into four SMSC. New templates of both project and sectoral monitoring report (MR) were introduced in order to make monitoring of the project implementation more concise and transparent.

Ms Matúšová underlined the following weak points that had been experienced during the above-mentioned meetings:

a) Substantial delays in contracting and subsequently in the project implementation (mainly caused by poor project design and insufficient administrative capacity to implement the projects).

b) Prevailing immeasurable formulation of indicators of achievement of project objectives (formulation of indicators seriously neglected during the programming stage).

c) Individual Phare assistance recipients manage monitoring on a different qualitative level. Lack of self-monitoring culture is prevailing also mainly due to the insufficient administrative capacities that do not reflect the growing decentralised responsibilities.

d) The condition for adequate absorption capacity has been not fulfilled by many sectors. 

Mr Dieter Thiel confirmed problematic points outlined by Ms Matúšová. He also acknowledged clear improvements in the monitoring field particularly within the Phare Aid Co-ordination Unit (ACU). However, progress has been not achieved on an equal level and that is why there is still a lot of to be done especially on the side of line ministries. A rather long time gap between the cut-off date of the MR and the actual SMSC meetings (to a large extent a consequence of the introduction of the new MR template) will also have to be shortened.

2. Phare Programme 2001 – contracting, proposals for reallocation, proposals for extension of contracting/ disbursement period

Contracting

The substantial delays repeat also during the contracting of FM 2001 projects. The total contracting rate equalling to 15% is the worst one among all accession countries. Implementation of Phare programme is not a commendable example for the management of the Structural Funds in the Slovak Republic.

In this respect, Mr Meganck mentioned Mr Eneko Landaburu' s warning letter where he recalls shortcomings in the field of regional development.

NAC admitted the above problems in the field of the timely and effective management of Phare programme in Slovakia. He also informs that a ministerial committee for EU affairs and management of EU funds had been established holding its meetings regularly once a week on Monday morning. 

Concerning the Regional Development Support Agency (RDSA) with the contracting rate 1.9%, Mr Július Slovák informed about the problems with unsettled land-ownership and missing building permits that delay or even exclude the implementation of many Phare projects. 

ECOSOC projects

Project SR0107.05 Industrial Park Rožňava (2.4 MEUR) was cancelled due to the problems with land-ownership and local co-financing. Funds are thus available for reallocations where unfortunately only a limited time remains for tendering. 

Originally planned implementation/ construction period of many investment projects had to be shortened as the total amount of preparatory works was underestimated. Many approved Phare projects are not mature enough to win the allocation. Their preparedness should be guaranteed by the relevant line ministry proposing the project and by the NAC/ Phare ACU in charge of Phare co-ordination and programming. Against this background, Mr Thiel invited all concerned parties to be much more scrupulous, precise during the project design, selection and approval stages.

Apart of the problems with building permits and land-ownership, Mr Thiel added that the quality of tender documents submitted by the RDSA is often not satisfactory. The tender documents have to be repeatedly returned back in order to incorporate ECD comments.

CBC Slovakia – Poland

Concerning project SR0101.01 Relocation of Road I/59 Podbiel Bypass (1.8 MEUR), Mr Slovák informed about the assurances of the Minister of Transport, Posts and Telecommunications of the SR that he had taken measures to allow the project to be contracted within the period stipulated in the Financing Memorandum. However, according to the last information the effort to save the project failed (relocation rejected in local referendum; alternative relocation also rejected by local municipality). Slovak officials shall clarify the issue by 30 June 2003.

Project SR0101.02 – Clean water – riverbed Poprad and Dunajec (1.8 MEUR) – RDSA received the confirmation from engineers that implementation time could be reduced (from 29 to 12 months). The RDSA will send this confirmation to the ECD.

CBC Slovakia – Hungary

Concerning project SR0102.01 Reconstruction of Road II/587 Plešivec at the SR/HU state border (1.8 MEUR), Mr Slovák informed about the assurances of the Minister of Transport, Posts and Telecommunications of the SR that he had taken measures to allow the project to be contracted within the period stipulated in the Financing Memorandum (construction permit should be issued by 31 August 2003). Mr Thiel noted that the construction permit had to be issued much sooner in order to meet all tendering rules as stated in PRAG. In this respect the project is considered as high risky and its actual feasibility is thus questionable. Slovak officials shall clarify the issue by 30 June 2003.

CBC Slovakia – Austria

Savings in project SR01013.01 Re-engineering of the water channel Chorvátske rameno (0.55 MEUR) due to the overestimated costs point to the serious shortcomings during the programming stage of the Phare project cycle. Saved funds will be returned to the EC.

SR0103.02 - Infrastructure for Roma Settlements

Terms of Reference for 11 advanced villages were submitted to the ECD in April 2003. Mr Schult informed that there are still some problems (all criteria have to be fulfilled by each member of the consortium) to be settled. Mr Slovák informed that the RDSA was waiting for comments from the ECD in order to finalise the tender documents.

Infrastructure for remaining 19 villages (6.5 MEUR) is endangered and should be considered as high risky as the tender documents are still not ready.

The issue of Social Housing Programme was discussed. The ECD takes the Social Housing Programme as the condition for the implementation of the project whilst the RDSA perceives the project as an instrument that will qualify the Roma settlements to win further State Budget funds for the subsequent Social Housing Programme.

The Minister of Construction and Regional Development of the SR promised to request additional funds for Social Housing within the 2004 State Budget. However, according to the Slovak legislation it is not possible to allocate these funds automatically to selected villages only because they are Phare assistance recipients. These villages with infrastructure will be well-prepared to compete and win the funds for social housing. 

ECD intends to consider each village case by case and allow contracting of Phare funds only once Social Housing Programme is ensured.

Concerning the Central Finance and Contracting Unit (CFCU) with the contracting rate 51%, Ms Silvia Czuczorová informed about the current contracting status of individual Phare FM 2001 projects administered by the CFCU. 

Problem with Value Added Tax (VAT) in national co-financing was mentioned regarding project SR0103.01. Ms Mária Hrachovcová informed the JMC members that VAT from the side of beneficiaries was not ensured. Currently the proposal for additional funds for beneficiaries is going to be presented to the Government meeting for the approval to cover VAT part of the project. The ECD provided the information that the figures indicated in the Financing Memorandum are the net contribution. The co-financing will have to be increased by the VAT.

In this respect, Mr Thiel recalled the time shortage as the deadline for contracting of Phare FM 2001 projects is 30 November 2003.

Reallocations

377 000 EUR saved within project SR0104.01 Support to the Market Surveillance in Consumer and Health Protection plus additional funds in the amount of 300 000 EUR from project SR0107.05 Industrial Park Rožňava will be reallocated to project SR0110 Twinning Light Facility. The final budget that will be needed for four twinning light projects is not clear; twinning light can be subsequently changed into the technical assistance what would increase the budget.

The EC promised to clarify if Phare rules allow to reallocate funds from SR0111 Community programmes - Programme Media Plus (80 000 EUR saved) in favour of other FM 2001 National Programme projects.

Ms Matúšová informed the JMC members about the project Industrial Park Lučenec          (2.4 MEUR) that had been prepared for reallocation of project SR0107.05 Industrial Park Rožňava.

Mr Thiel underlined that Slovakia will receive a lot of investment funds from the Structural Funds starting in the year 2004. That is why it is necessary to reinforce the administrative infrastructure in order to increase Slovakia' s absorption capacity in relation to these funds. That is why the project Industrial Park Lučenec cannot be perceived as a priority in terms of reallocations. 

Against this background, the NAC proposed to reallocate the remaining budget of 2.1 MEUR from project SR0107.05 Industrial Park Rožňava to:

a) Project prepared by the Ministry of Construction and Regional Development of the SR  - Capacity Building for relevant partners involved in Structural Funds implementation    (2.1 MEUR), or

b) Project prepared by the Ministry of Finance of the SR - Permanent training system for internal auditors (0.67 MEUR), and 

c) Project prepared by the Ministry of Finance of the SR - Audit on preparedness of institutions involved in Structural Funds and Cohesion Fund implementation (1 MEUR).

ECD will analyse submitted terms of reference of the above-mentioned projects and will have sent its comments to the NAC/ Phare ACU by one week.

Ms Matúšová also informed the JMC that the Ministry of Finance of the SR had submitted to the NAC an additional project for reallocation – TA for the Consolidation of Institution and Capacity Building of the State Treasury and Debt Agency (3 MEUR). The JMC members agreed that a lot of funds have been already offered for the State Treasury and other priority areas should be also targeted.

Extensions

Mr Meganck recalled the very fact that the EC is principally against the extension of contracting and disbursement periods though it is not totally excluded. He also reminded that the official request had to be prepared soon enough in order to manage its submission to the Phare Management Committee in September 2003 and approve the extension until               30 November 2003.

Justification for the extension of contracting and disbursement period of project SR0103.02 Infrastructure for Roma settlements worked out by the RDSA recalls the very serious shortcoming in the achievement of objectives of the 1999 Roma projects as well as in the project design of the 2001 project (the possibility that building permits will be not issued or that the land ownership will be not settled are not recorded anywhere in the respective project fiche as a risk). However, detailed description of problems with envisaged solutions have to be added for each village in order to convince the Phare Management Committee about the feasibility of the project (village by village has to be justified by a detailed explanation of problems and intended solutions). The PAO for the RDSA shall submit the justified request for extension to the NAC by 30 June 2003. The official request has to be submitted to the Phare Management Committee at least three months before the end of the contracting period.  

3. Phare Programme 2002 – preparation of technical specifications and terms of reference

The tender documents (terms of reference and technical specifications) have to be submitted within six months after signature of the FM 2002. It means that they have to be delivered to the ECD until 10 July 2003.

The actual submission of the tender documentation for Phare 2002 projects will be monitored by the regular contracting meeting (being held once in two weeks) that is attended by the representatives of the ECD, ACU, National Fund, Implementing Agencies and for the delayed tenders also by recipients of the Phare assistance (Sectoral Aid Co-ordinators).

Mr Thiel expressed his moderate optimism concerning the prospects for FM 2002 contracting.

4. Information on National Co-financing

Ms Kompišová informed the JMC members about signed Addendum to the Memorandum of Understanding on establishment of the National Fund in respect of a new Financial Regulation. Financing Agreements between NAO and PAO were also modified accordingly. Ms Kompišová then briefly informed on national co-financing. The review of financial status in co-financing of Phare projects was provided to the JMC members. 

National co-financing is provided by national public funds in compliance with the Memorandum on the Principles for Phare Co-financing Requirements of 11 September 2002 and project fiches. Based on EC requirements the information on co-financing is included to the Request for Payments. Information on co-financing is delivered by Implementing Agencies (or by Sectoral Aid Co-ordinators through the Implementing Agency). System of co-financing and responsibilities for its implementation are laid down in Guidelines for management of funds in realisation of the Phare programme of 13 December 2001. These Guidelines are being modified and will be submitted to a Government meeting for approval in June 2003. Moreover, the Concept of co-financing of pre-accession funds and post-accession funds will have been submitted to the Government meeting by 15 August 2003.

Funds for co-financing from the state budget are publicised annually in the Act on State Budget what means high level of transparency of information on national co-financing of the projects implemented together with EC funds. The Ministry of Finance of the SR releases co-financing by a budgetary provision based on a beneficiary' s request.

Co-financing of Phare FM 2001, 2002 and 2003 will be implemented by means of joint co-financing in all possible cases (parallel co-financing can be used if properly justified). 

The mechanism of VAT application is regulated by VAT Act No. 289/1195 Coll. as amended by later legislation and by Public Notice of the Ministry of Finance of the SR No. 94/1996 Coll. on the extent and way of the return of the VAT which results from the international treaty in the frame of foreign aid projects. Final beneficiaries have to ensure funds for VAT payments from their own national sources. 

5. Current Status in Phare EDIS

Ms Kompišová briefly informed the JMC members on the current status in Phare EDIS and with respect to the deadline of 1 October 2003 for accreditation request she introduced internal deadlines for EDIS implementation as recorded in the following table.

	Stages of Phare EDIS
	Start
	End

	I. stage EDIS PHARE  

Gap Assessment
	November 2002
	December 2002

	II. stage EDIS PHARE  

Gap Plugging 
	December 2002
	Beginning of August 2003

	III. stage EDIS PHARE  Compliance Assessment 
	Beginning of August 2003
	End of August 2003/beginning of September 2003

	Request for Accreditation 
	Second half of September 2003


Co-ordination and monitoring of EDIS implementation is ensured by regular Steering Committee meetings attended by NAO, Phare Implementing Agencies (RDSA, CFCU, NADSME), Phare ACU and ECD as observer.

The Phare ACU under the NAC responsible for co-ordination of programming, monitoring and interim evaluation of Phare projects was also included to the EDIS implementation. External audit (gap assessment) for the Phare ACU has been performed by audit company Deloitte & Touche since 12 June 2003. All gaps are supposed to be plugged and final reports to be delivered as initial material for the stage III – Compliance Assessment. 

Mr Meganck enquired if partial accreditation was not being considered by Slovak officials. Mr Kompišová replied that the NAO would request the accreditation for the National Fund plus all three Phare Implementing Agencies (CFCU, RDSA, NADSME) simultaneously.

Mr Jochen Schult noticed that technical assistance is to assist Slovak officials in elaboration of manuals and is not intended to produce the manuals without active involvement of Slovak counterparts. Moreover, he underlined the distinction between the elaboration of the manuals and their actual exploitation. Mr Schult mentioned the Guidelines on Twinning within EDIS that were being distributed that time. 

6. Audit Plans and Reports

Mr Schult noted that according to the Financing memorandum the NAO is supposed to prepare the audit plans for ongoing programmes. 

Ms Kompišová briefly informed the JMC members on the Audit Plans and Reports. She ensured the EC and ECD representatives that the NAO is fully aware of his responsibility in the field of audit. NAO provided Director General Mr Eneko Landaburu and ECD services by the comprehensive information on audit plans and reports in the Slovak Republic that result from the Memorandum of Understanding on establishment of the National Fund. The information also include a list of audit proposals for the second half of the year 2003, list of executed financial controls in the years 2001 and 2002, summary report on financial controls and internal audit for the year 2002.

Ms Kompišová also informed that the Central Contact Point of OLAF within the Office of the Government of the SR was reviewing the utilisation of EU funds in the NADSME and EU funds assigned for twinning.  The results of realized controls are submitted to the European Office for Combat against Fiddles.

Ad II.) Analysis of the Country Summary Interim Evaluation Report elaborated by the EMS – discussion and measures to be taken concerning key findings and recommendations

The JMC members appreciated the independent interim evaluation that gives all parties involved in the management of Phare programme the very needed feedback that should enable to improve the implementation of Phare projects during their lifetime.

Mr Aigner briefly informed the JMC about the key findings and recommendations as recorded in the Country Summary IE Report. The Report was distributed to all JMC members. No specific measures were agreed to be applied concerning the recommendations.

Mr Michael Merker briefly informed about the decentralisation of the interim evaluation (IE) from the EC to the national level of the future EU members.

In this respect, the Phare ACU representatives informed the JMC members about the steps undertaken in the field of IE by Slovak authorities. Some of the IE activities were already decentralised to the NAC' s responsibility who took them over properly. EMS local officer will be available for know-how transfer for the purposes of the Phare ACU in the period August – November 2003 (draft work plan has been already elaborated). The Phare ACU also prepared the draft terms of reference for the IE to be financed from the Phare 2002 unallocated envelope. 

Ad III.) Programme ISPA

Ms Ľubica Gazdová briefly informed about the ISPA programme in the Slovak Republic. 
Mr Thiel expressed his assumption that all ISPA 2000 and 2001 Environment as well as Transport projects could be contracted before Slovakia' s accession into the EU as the initial delays (mainly in the Environment sector) had been caught up (transformation of the regional water companies). 

Concerning ISPA EDIS, Ms Matúšová informed about the staff increase in the ISPA ACU (four out of five positions are staffed). Ms Kompišová informed that final report of gap pluggers had been ready on 12 May 2003. ISPA EDIS is in stage III. Accreditation for National Fund and ISPA Implementing Agencies is expected to be requested during August 2003.

Ad IV.) Programme SAPARD

Mr Ján Baršváry briefly informed about the SAPARD programme in the Slovak Republic. The SAPARD Agency is awaiting the official EC decision on accreditation of five non-accredited measures of the Agricultural and Rural Development Plan of the SR. The SAPARD Agency published the Calls for submission of applications for the financial aid under the SAPARD Programme within 6 rounds. Since publishing the Calls, a total number of 197 applications were received. 115 projects in a total amount 30 524 000 EUR were approved, from which the public expenditure from the SAPARD programme equals to 15 262 000 EUR, what represents 32% of the disposable public funds of the programme for the accredited measures.

The SAPARD programme in Slovakia is expected to reach a contracting rate between 83 – 100% in April 2004 depending on an actual number of submitted and approved projects.

A problem with co-financing is evident in some of the SAPARD measures. One of the solutions would be to transfer some funds to those measures where co-financing is not required.

Altogether 95 employees work for the SAPARD Agency; 55 in the headquarters and 40 in seven regional offices.

Ad V.) Miscellaneous

Ms Katarína Vajdová informed that the Council of the Government for the Non-governmental Organisations (NGOs) had established two committees: Committee for the EU integration and the Economic-Legal Committee. The committees should serve as the intermediary for presenting the Slovak NGOs position towards the drafted, proposed and commented legislation, which affects the civil society issues, including the issues of the longer term complex financial sustainability of the NGOs. Currently there is a potential threat that the Tax Reform proposal elaborated by the Ministry of Finance of the SR, if not reconsidered, might reduce existing possibilities for economic sustainability of NGOs.  

The JMC member appreciated all the activities performed by the Civil Society Development Foundation (CSDF) in the field of the implementation of Phare projects related to the civil society. Ms Vajdová' s managerial dextrousness was acknowledged.

Mr Juraj Majtán briefly informed about the preparation of the tender documents for the call for proposals of the Phare 2002 grant schemes administered by the National Agency for Development of Small and Medium Enterprises (NADSME). 

Ms Rozália Molnárová informed about the preparation of a new Act on Public Procurement that is expected to be passed by the National Council of the SR in October 2003 and enter into force on 1 January 2004. Secondary legislation is supposed to be amended accordingly.

Ms Barbora Šujanová informed the JMC members about the state of implementation of the Multi-Country Phare (MCP) "Anti-Fraud programme for the protection of financial interests of the Community". Recently, the activity plan under the MCP was approved and the Central Contact Point of OLAF in co-operation with its partners from the Anti-Fraud Coordinating Structure prepares the nomination of appropriate officials. Furthermore, the Central Contact Point of OLAF together with the Control Section of the Office of the Government have performed external control of the efficiency of the use of EC assistance provided by means of twinning projects of selected beneficiaries. This control will have been closed by the end of June 2003.
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