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Follow-up of the Measures for the Overall Improvement of the Realisation                     of the Pre-accession Assistance in the Slovak Republic

The Progress Report provides a concise follow-up of the fulfilment of the Slovak commitments stated in the Phare High Level Working Group Report of November 19, 2001.

I. Administrative Measures and Strengthening of the Administrative Capacity

1. The function of the Executive National Aid Co-ordinator for Phare dated July 6, 1997 was abolished by the Government Decree No. 1218/2001 of December 19, 2001. The duties and responsibility of the Executive National Aid Co-ordinator for Phare were divided between the Director General of the Section for European Affairs and the Director of the Department of Foreign Assistance/ Aid Co-ordination Unit (ACU).

2. The Amendment of the Organigramme of the Office of the Government of the SR in order to achieve the direct management hierarchy of the National Aid Co-ordinator (NAC) with clearly defined and functional links, assignments, responsibilities and competencies became effective on January 1, 2002.

3. In the effort to eliminate the conflict of interests in the frame of the Section for European Affairs the Amendment No. 19 to the Organigramme of the Office of the Government of the SR of December 19, 2001 with effectiveness since January 1, 2002 was adopted. According to this Amendment the Deputy Prime Minister for Legislation directly manages and is responsible for the Central Finance and Contracting Unit (CFCU) (see Annex I). The CFCU is directed by a director. Eight additional working places have been allocated for the CFCU. A competition-based recruitment will have taken place in a few weeks.

4. Following the increasing number of employees from eight to 16 and specialisation of the Department of Foreign Assistance/ ACU as well as the need to improve its administrative management the Amendment No. 22 of the Organigramme of the Office of the Government of the SR of March 18, 2002 with effectiveness since March 29, 2002 abolished the Department of Foreign Assistance and established two independent departments (see Annex I): 

· Department of Phare Foreign Assistance, Bilateral and Multilateral Co-operation;

· Department of ISPA and SAPARD Foreign Assistance.

New directors of the Departments have been appointed -  Mr Ivan Fecenko responsible for Phare, bilateral and multilateral co-operation and Mr Marek Teplanský responsible for ISPA and SAPARD.

5. The Department of the Central Contact Point – OLAF was established on January 1, 2002 by the Government Decree No. 1133/2001 of November 28, 2001. The Department is currently staffed by three employees. Five additional civil servants are expected to be recruited. 

6. According to the survey conducted by the NAC services the expected increase of the administrative capacity to implement the acquis by a total of 1,096 people in the year 2002 as stated in the Government Decree No. 702/2001 of July 18, 2001 has been met on 50% until April 1, 2002. 

The Information on the strengthening of the administrative capacity (number, qualification, working position and duties) will be discussed during the Government Meeting in May 2002. The Cabinet Members are expected to adopt measures to influence the situation in a reasonable way.

7. A competition-based new staff recruitment was held in the Department of Foreign Assistance/ ACU, the Office of the Government of the SR in January 2002. Nine new employees out of 164 applicants started to work for the Department in February and March 2002. 

8. Current technical assistance contracts will expire at the end of April 2002. Following the fact that the ACU still relies on technical assistance and would be therefore insufficiently staffed to deal with issues it has responsibility for new short-term contract technical assistance is expected to be provided for the services of the NAC in a period of a few weeks. New competition-based recruitment at the ACU will be held in June 2002 to staff the rest of the vacant positions.

9. An in-depth survey and evaluation on administrative capacity needs for the year 2003 were conducted in April 2002 by the NAC services. Current estimation suggests a need to recruit approximately 500 – 600 civil servants in the year 2003 in connection to increase the administrative capacity for acquis implementation. However, the austerity budget measures will allow to recruit only up to 300 civil servants. 

II. Administrative Changes at the Ministry of Finance of the Slovak Republic

Following the change in the organizational structure of October 15, 2001 at the Ministry of Finance of the SR the:

1. National Fund was extended by one department on March 25, 2002 and now consists of four departments – Phare Department, ISPA and Cohesion Fund Department, SAPARD Department and Department of Accounting. Phare and ISPA Department was split and new ISPA and Cohesion Fund Department was created, which will be also in charge of the preparation of the Paying Authority for the Cohesion Fund at the Ministry. One official, directly subordinated to the director of the National Fund, has been hired to carry out an internal audit for the National Fund. There are 20 work places, 18 of which are currently staffed at the National Fund.

2. Financial Control and Internal Audit Methodology Unit, which was created with eight work places, will be gradually reinforced with eight other employees. 

3. Internal Audit Unit has already appointed a director and other three employees have been hired. Another additional auditor is to be hired; who will be executing information system audit. The Unit began its activity with performing an audit at the National Fund on the financial management system of the SAPARD Unit. The Internal Audit Unit, in accordance with the Law on Financial Control and Internal Audit elaborated “Annual plan for 2002”, which contains also internal audit activities in those central bodies of the state administration which will not create own internal audit unit. 

III. Human Resources Development

1. Newly recruited staffs at the Department of Foreign Assistance/ ACU have received on-job training in programming provided by the technical assistance. The Training for Monitors of the Phare programme was provided to the NAC by the EMS Consortium on April 17 – 18, 2002. 19 people were trained (11 from various sectors, seven from the ACU, one from the EC Delegation) in the field of Phare funds monitoring. In order to improve the quality of the monitoring of the pre-accession assistance substantially it is needed to organise additional training that will involve staffs from all sectors that have been not covered yet. 

2. The Methodological Guide on the Elaboration and Check of the Project Fiche was prepared by the technical assistance in the ACU. The Methodological Guide has been handed out to the ACU and sectoral aid co-ordinators´ task managers aiming at improving the preparation of the Project Fiche.

3. The Ministry of Finance of the SR is continuing with the training of financial controllers and internal auditors. During the fourth quarter of 2001 and the first quarter of 2002 506 employees were trained altogether in seven “Financial Control” courses at the Institute for Public Administration. The courses aimed at application of the Law on Budgetary Rules, Law on Financial Control and Internal Audit and directives. Trained employees are able to use the procedures for the transparent and effective financial management and financial control system, including audit trail, ex-ante control, risk analysis, standardization of audit plans, reporting and interpretation of all terms related to public internal financial control and internal audit. Training courses are also scheduled for April and May 2002. For the wide scope of persons concerned from central and local state administration, self-governments, Supreme Audit Office etc., 1,406 officials altogether were informed on the subject of the Law No. 502/2001 on Financial Control and Internal Audit in the seminars organized by the Ministry of Finance of the SR. 

IV. Legislative Measures and Norms

1. In order to improve the overall realisation of the pre-accession assistance in the Slovak Republic the General Directive Co-ordinating Pre-Accession Aid Provided to the Slovak Republic by the European Union and its Member States and Directive on the Preparation and Implementation of the Phare Programme was adopted by the Government Decree No. 55/2002 on January 16, 2002. The General Directive provides binding and accurate provisions on responsibilities of individual actors in the field of pre-accession assistance.

The General Directive was edited in a paper form as a handbook (4000 copies) in March 2002 and has been distributed among all possibly involved parties as for example the sectoral aid co-ordinators, local and regional municipalities, universities, non-governmental organisations, trade unions, state administration authorities and the like. The General Directive is also available in its electronic form on the Government’s web-site.

2. The Guidelines on management of financial means during the implementation of Phare programme prepared by the Ministry of Finance of the SR were approved by the Government of the SR on December 13, 2001 upon the Government Decree No. 1164/2001. The Guidelines stipulate the procedures for management of financial means of Phare programme, define the competencies of involved subjects which have the ground in international agreements, and ensure unified, effective and coordinated action in the process of managing the financial means and providing for co-financing. The Guidelines also contain the definition of terms for maintaining and disposing of accounts for Phare programme, execution of payments from both European Communities and state budget means, accounting, financial reporting, monitoring, financial control and audit of Phare funds utilization.

3. Given to the implementation of the Law No. 502/2001 on Financial Control and Internal Audit, the Ministry of Finance of the SR prepared a public notice, which determines details on execution of an internal audit, on the content of audit report and on the content of annual report on the activity of an internal auditor. The public notice in a form of secondary legislation is now submitted for the approval to the Committee of the Legislative Council of the Government for Financial Law. The public notice will come into force from the date of its approval. 

V. Public Information Provision regarding the Pre-accession Assistance

1. Bearing in mind the will to increase the public information on the pre-accession assistance the Informative Handbook on Possible Utilization of the Financial Assistance Provided to the Slovak Republic by the European Communities before the Accession to the European Union has been elaborated by the ACU. 

The Informative Handbook was edited in a paper form (5000 copies) in March 2002 and has been distributed among all possibly involved parties as for instance the sectoral aid co-ordinators, local and regional municipalities, universities, non-governmental organisations, trade unions, state administration authorities and the like. The Informative Handbook is also available in its electronic form on the Government’s web-site where it will be updated regularly. 

2. The Multi-project Management and Monitoring System funded by Phare – European Commission was installed on the Government’s web-site in December 2001. The System provides information on pre-accession programmes/ projects provided to the Slovak Republic by the European Union together with documents as Financing Memorandum, Project Fiche, Monitoring Report and so forth related to these programmes/ projects. The user friendly System is accessible for all internet users. Its Slovak version is being prepared at the moment. At present the System is being filled by the electronic files of the documents. 

VI. Reporting

1. The Annual Report on the Implementation of Phare programme in the SR in the year 2000 was adopted by the Government Decree No. 1048/2001 on October 31, 2001. The Decree comprises the following measures in order to improve the Phare programme realisation:

· to strengthen the administrative capacity and technical equipment of the CFCU, ACU, National Fund, Implementing Agency for Regional Development and the Phare Programme Implementing Units at the involved Ministries;

· to elaborate the Informative Handbook on Possible Utilisation of the Financial Assistance Provided to the Slovak Republic by the European Community before the Accession to the European Union;
· to elaborate the General Directive Co-ordinating Pre-Accession Aid Provided to the Slovak Republic by the European Union and its Member States and Directive on the Preparation and Implementation of the Phare Programme;
· the NAC shall submit for the Government Meeting the Annual Report on the Implementation of Phare programme in the SR in the year 2001 till June 30, 2002.

The above-mentioned measures have been met in the way described in this Report.

2. The Report on the FM 1999 Phare funds contracting was adopted by the Government Decree No. 1150/2001 on December 6, 2001. The Decree comprises the following measures in order to improve the contracting and disbursement rates:

· to control the activities of the Implementing Agencies by the respective Ministers and the NAC regularly on a monthly base; 

· to ensure the preparation of the Technical Specifications and the Terms of Reference for the FM 2001 until six months from the signature of the FM 2001. 

3. The Report on the operation of the National Fund was adopted by the Government on December 13, 2001. The Report provides information on financial management of pre-accession funds and on measures adopted to improve the decentralized system of managing the implementation of pre-accession funds, including the information on co-financing from the state budget in line with the financial agreements and Financing Memorandum signed between the European Commission and the Government of the SR.

4. The Information on disbursement of EU funds prepared by the National Fund was adopted by the Government on January 10, 2002. Such an Information is prepared twice a year (June and December). Information reports on disbursement of pre-accession funds and on possible problems, which may arise in the process of financial implementation of programmes. 

VII. Medium-term Measures

1. Concerning the preparation for EDIS, the Ministry of Finance of the SR initiated the establishment of working groups in order to elaborate internal manual for the Implementing Agencies of the Phare and ISPA programmes. Draft manuals of the ISPA implementing agencies were submitted to the National Fund in January 2002 and then submitted to the European Commission for comments. Draft manuals of the Phare implementing agencies were submitted to the National Fund in February 2002. Emphasis is put on the implementing agencies, which will fulfil the function of the future paying authorities for the Structural Funds after accession, namely Ministry of Construction and Regional Development of the SR, Ministry of Labour and Social Affairs of the SR and also the National Agency for Development of Small and Medium Enterprises, which will probably be an intermediate body. The National Fund Unit elaborated an application for the technical assistance from the ISPA 2001 programme in order to prepare the National Fund for EDIS. The National Fund Unit submitted the above-mentioned application to the Governmental Office of the SR in September 2001 and the ISPA National Coordinator sent it to the European Commission in October 2001.
2. In relation to the strengthening of the administrative capacity of the existing financial control units, increase breakdown of 99 employees during 2001 and 28 in 2002 was executed. According to the data from the central bodies of the state administration of February 20, 2002, 382 employees were allocated for the performing the ex-post control, including 30 at the Ministry of Finance of the SR. 

3. For ensuring the tasks of the Ministry of Finance of the SR in the area of methodical activity and co-ordination of financial control and execution of internal audit at the central bodies of the state administration in relation with the Law on Financial Control and Internal Audit the Government of the SR in its Decree No. 702/2001 of July 18, 2001 approved the increase of 32 employees in 2002, including 11 at the Ministry of Finance of the SR. Besides the Ministry of Finance of the SR, internal auditors were appointed at the Ministry of Foreign Affairs of the SR, Ministry of Transport, Posts and Telecommunications of the SR, Ministry of Education of the SR, Ministry of Defence of the SR, Ministry of Economy of the SR, Ministry of Environment of the SR and Ministry of Health Care of the SR. Other Ministries are going through selection process.  

4. In accordance with the Law No. 502/2001 on Financial Control and Internal Audit and the Decree of the Government No. 1154/2001 on Priority tasks, all the Ministries and other Central Bodies of the state administrative had to create internal audit units until January 1, 2002 and have to staff them and have them fully functional until June 30, 2002.
5. In 2002 the Ministry of Finance of the SR, in connection with the modification of rules for the management of financial resources during the implementation of European Communities' Programmes, prepared the amendment to Act No. 303/1995 on Budgetary Rules. The amendment, in compliance with the principle of multi-annual programming determines that the Ministry of Finance of the SR in co-operation with relevant Ministries has to elaborate draft multi-annual budget for at least next two budgetary years. Multi-annual budget will be a part of the Law on State Budget for respective year. The means determined for the co-financing of the EU funds are and will be part of the state budget expenditures. This amendment further stipulates the rules on financial management of the pre-accession funds and structural funds after accession to the EU. Given to provision that financial means from the EU unduly used or withheld, including sanctions and interests for delays, are recovered from the state budget, the Ministry of Finance of the SR creates by this amendment the reserve for such purposes within the state budget for each year.  The amendment also stipulates the procedure for recovery of such means. The amendment of the Law was adopted by the Government on April 24, 2002. The National Council of the SR will adopt this amendment before the summer 2002. 

6. According to the Government Decree No. 1154/2001 of December 12, 2001 the Ministry of Finance of the SR will issue the Guidelines on management of financial means during the implementation of Phare programme in form of a regulation until August 1, 2002. The Guidelines are already under preparation. Therefore the Ministry has established a working group composed of representatives of the Ministry of Finance of the SR and the Office of Government of the SR (the ACU and CFCU).

7. The National Fund will prepare the Information on disbursement of EU funds for the Government Meeting in June and December 2002. 
VIII. Follow-up of the “Roland Tóth” Case

1. Referring to the concluded Slovak police investigation related to the “Roland Tóth” Case and the suspicion of Phare funds maladministration no evidence for a conviction for fraud has been revealed which is in connection with the Audit Report of the Supreme Audit Office which stated that this is due to the missing proper evidence and filing system and due to the valid legislation of the Slovak Republic. 

2. However, it is important to note that the value of Mr Tóth´s possession (estate) overreaches his income obtained while being in the position of the Executive National Aid Co-ordinator.
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