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Regional Development


2.5 REG Summary Monitoring Sector Fiche

	SMSC:
	Economic and Social Cohesion

	
	

	Identification
	

	Country:
	Slovak Republic

	Monitoring Sector:
	Regional Development

	EC Contribution:
	42.450 mil. €

	Responsible Authority:
	Ministry of Construction and Regional Development

Regional Development Support Agency

Ministry of Economy

National Agency for Development of Small and Medium Enterprises

	Major Components:
	Regional Development:

Institution Building

Infrastructure

Grant Schemes


Monitoring Sector Objectives:

Component Regional Development

Relevant projects:

SR0107.01 Development of the Institutional Framework and Administrative Capacity for Programming and Implementation of Structural Fund, SR0107.03 Zemplínska Šírava – Tourism development, SR0107.04  Industrial Park Humenné – Guttmanovo, SR0107.06  Industrial park at Spišská Nová Ves, SR0107.07 Tourism development Veľká Domaša, 2002/000.610-11 Consolidating the Institutional Framework and Enhancing Administrative Capacity for Programming, Implementation and Monitoring of Structural Funds, 2002/000.610-12 Industry Development Grant Scheme, 2002/000.610-13 Local and Regional Development Grant Scheme, 2002/000.610-14 Tourism Development Grant Scheme, 2002-610.02 UIBF –- Support of Intermediary Bodies under the responsibility of Managing Authority for SOP Industry and Services, 2003-004-995-03-08 Support to Local and Regional Project Development Grant Scheme, 2003-004-995-03-09 Support to Innovative SMEs (SISME), 2003-004-995-03-10 Tourism Development Grant Scheme, 2003-004-995-03-12 Phare External Border Initiative, 2003-004-995-03-15 Strengthening regional and local capacities for managing and implementing Structural Funds
Main objectives:

Institution building projects concrete on development of the institutional framework and administrative capacity for Structural Funds' management.
Investment projects aim to reduce unemployment and regional disparities through building of industrial parks or tourism development centers. All investment projects are situated in the backward east of Slovakia (Humenné, Spišská Nová Ves, Zemplínksa Šírava, Veľká Domaša), where unemployment and regional disparities are striking.

Grant Schemes aim to increase the competitiveness of Slovak industry on the international markets, improve local and regional capacity to implement Regional Operational Programmes, enhance the administrative capacities to absorb EU Structural and Cohesion Funds particularly in the field of tourism, restructure the Slovak production sector towards the knowledge based economy and to increase its productivity; foster sustainable development of the SME sector and improve its competitiveness in EU markets through innovation. 

Operational Results:

Efficiency 

As regards the 2001 investments projects, some creation of improved tourism capacity and some more favourable condition for foreign and domestic capital inflow in the Slovakia East regions have been achieved, albeit to a limited extent due to the very small relative size of individual interventions. The realization of projects is finished. The projects have contributed to improvement of condition for domestic or foreign capital and tourism capacity.

The 2002 Grant Schemes - the funds were contracted and the beneficiary projects should be competed in time, i.e before the end of November 2005. In all cases the schemes are meeting clearly identifiable needs and it is to be hoped that similar schemes will continue after accession when the experiences of managing them will be highly relevant.

The 2003 Grant Schemes - it must be expected that the two implementing institutions – RDSA and NADSME are able to get the schemes up and running them satisfactorily and once again there is likely to be considerable uptake of the funds available. 

Efficiency
As far as co-ordination, management and monitoring issues of Structural Funds preparation is concerned, the 2001, 2002 and 2003 IB projects' implementation has been delegated to the MoCRD and its EU Assistance Management Section, which has been nominated as the future Managing Authority of the Community Support Framework (CSF). It is, however, to be hoped that increased staffing at the MoCRD and more stable structures will enable it to undertake the wide range of complex activities it has to undertake among the recipients of the assistance - including the MoCRD itself.

A number of 2001 infrastructure projects were at high contracting risk and were potential candidates for reallocation or loss of funds. Missing construction permits, unsettled land ownership, insufficient municipal co-financing, and poor technical design proofed to be the major hurdles for timely contracting thus reducing implementation period. Some of the difficulties can be also attributed the lack of (experienced) staff at the Ministry of Construction and Regional Development to administer heavy workloads in connection with the FM 2001 and 2002 infrastructure projects.

Efficiency of the ECC 2002 and 2003 Grant Schemes have progressed mainly thanks to the RDSA and NADSME’s effort in terms of preparing guidelines and application forms. However, delays in reaching agreement on the composition of the evaluation committees for the SME schemes were worrying as there were some concerns about the transparency of the evaluation process if the government feels it is necessary to impose changes on the composition of the panels. As regards the 2003 grant schemes administered by the RDSA, their contracting depends on timely approval of project fiche modification (provision of co-financing y the state budget and final beneficiary, adjustments to TA part) as well as solving the issue of assessors' fees. 

The efforts had been made to reinforce the staff at the RDSA for monitoring its investment projects, handle the large number of grant applications and manage the large number of projects emanating from the evaluation process. There has not been prepared and submitted schedule of on the spot monitoring.

Performance Rating:

Source: Interim Evaluation Report R/SK/ESC/03.POHL
Date of issue: 04.08.2004

Cut-off date: 31.12.2004

	Component/ Project
	Relevance
	Efficiency
	Effectiveness
	Sustainability
	Impact
	Overall rating

	Institution Building: Preparation for Structural Funds 

	SR-0107.01 
	2 
	-1 
	-1 
	-1 
	0 
	U

	2002/000-610.11
	2 
	0 
	0 
	0 
	0 
	S

	Investment: Regional Development and Business Support

	SR-0107.03 
	-1 
	-2 
	0 
	1 
	1 
	U

	SR-0107.04 
	-1 
	-1
	0
	1 
	1 
	S

	SR-0107.06 
	-1 
	-1 
	0 
	1 
	1 
	S

	SR-0107.07 
	-1 
	-2
	0 
	1 
	1 
	U

	Grant Schemes: Economic and Social Cohesion

	2002/000-610.12 
	2 
	1 
	1 
	1 
	1 
	S

	2003/004.995.03.09
	1
	0
	0
	0
	0
	N/A

	2002/000-610.13 
	2 
	1 
	1
	1
	1 
	S

	2003/004.995.03.08
	1
	0
	0
	0
	0
	S

	2002/000-610.14 
	1 
	1 
	1 
	1
	1 
	S

	2003/004.995.03.10
	1
	0
	0
	0
	0
	N/A

	2002/000-610.15 
	2
	0
	0
	0
	0
	S

	2003/004.995.03.11
	1
	0
	0
	0
	0
	N/A


Ratings guide: -2 unacceptable; -1 poor; 0 sufficient/adequate; +1 good; +2 excellent

HS-Highly Satisfactory, S-Satisfactory, U-Unsatisfactory, HU-Highly Unsatisfactory, N/A-Not Applicable  (evaluation not possible at that stage)

Risks to successful completion:

· Poor preparation of programme documents (missing building permits, unclear land ownership) and a long time gap between programming and implementation of projects.

· Last minute contracting reducing implementation period for FM 2001 and 2002 projects.

· Information on overall financial situation of RDSA projects and national co-financing provided by the RDSA in its requests for fund has to be improved.
· Lack of coordination of project implementation by the RDSA (regularity of monthly meetings and on-the-spot monitoring).
· RDSA's staff should be reinforced (all ongoing ESC grant schemes are managed only by one project manager) to ensure timely preparation of tender documents, administration of donation agreements with final beneficiaries and monitoring. 
· Issues of assessors' salaries and advanced payments for beneficiaries in 2003 grant schemes administered by the RDSA have to be solved in order to avoid similar problems as experienced in 2002 projects.
· While the 2002 projects have been contracted, the implementing agreement between RDSA and the beneficiaries is ineffective and needs to be redrafted for use in any future projects of this nature. Implementing agreement needs to be reviewed and rewritten by a competent lawyer to ensure ability of the implementing institution to cancel agreement or reclaim funds paid if necessary.
· Regularity of the monthly meetings organised by IB project beneficiary (CSF) should be consolidated in order to better coordinate the implementation, identify potential risks in an early stage and solve the problems in time.
· Adequate financial management and control system in place for the verification of grant claims expenditure should be ensured by NADSME.
· NADSME should ensure that the evaluation process for the GS under its control are completed on time and that the whole process is carried out in a transparent way and that the evaluation committees previously agreed with the EC Delegation are respected.

Key steps taken:

· Serious design weaknesses in infrastructure projects (building permits, land ownership, inflated budgets) will not threaten the contracting and timely implementation of projects since all 2003 ESC projects are grant schemes. However, the temporary suspension of tendering and contracting, transition from EU procurement rules to national ones and a need for project fiche modification make the contracting of 2003 grant schemes risky.

· All relevant partners (implementing agency RDSA, NF, ACU, ECR) are monitoring progress in project implementation within monthly meetings, problems in implementation of 2001 projects were solved on time to finished realization of projects, also the propriety monitoring (all relevant partners involved) should ensure that projects from ongoing FM (2002 and 2003) will be successfully finished,

· Insufficient requests for payments and information on overall financial situation of RDSA projects are being dealt by introducing a new monitoring Review of Payment table to be filled out on a monthly basis by RDSA's financial department.

· The regularity of monthly meetings organised by the RDSA has improved significantly towards the end of 2004 and should be kept. However, regular monthly meetings have to be also organised by the CSF as the IB projects' recipients.

· Following the NAC/ ACU's request, the RDSA has submitted its work plan for on-the-spot monitoring in 2005. Follow-up information should be provided regularly at the monthly meetings.

· Grant scheme management should be reinforced by increasing RDSA's project mangers dealing with this form of assistance.

· Salaries for assessor will be secured from the State Budget Chapter of the Ministry of Construction and Regional Development in the SR.
· The quality of implementing agreements has improved substantially. MoCRD's lawyers checked the agreement's template. It was recognised that it is not necessary to check every implementing agreement by a lawyer. It is sufficient when the competent lawyer checks the template and that the agreements are concluded by the well-experienced financial managers.
· NADSME has an adequate system of financial management and control system under EDIS, so it can verify claims from grant agreements. Ex-ante financial control is performed by financial team of Ex-ante Approval Unit (financial verifiers and financial managers). To meet the deadline for FM 2002 disbursement it is necessary to ensure sufficient administrative capacities (to hire six additional staff) at least for period April - December 2005. Moreover, at this time the verification of VAT recovery for grant beneficiaries (approx. 100) will be running as well as the verification of payments (mainly pre-financing payments) for grant schemes FM 2003.

· The evaluation process for the GS was completed and grants were awarded to final beneficiaries according to PRAG rules; almost whole allocation was committed by the contracting deadline. After ECD and NAC intervention the agreement with Ministry of Economy regarding institutions to be represented in the evaluation committees was achieved and the final composition of the Evaluation Committees was accepted by the ECD on 27 February 2004 based on explanatory letter received from Ministry of Economy of 24 February 2004. Moreover, following the position of ECD, the role of a Monitoring Committee established for SISME 2003 and TDGS 2003 was modified and the composition of Evaluation Committee, according to its Status, is in a sole responsibility of the IA - NADSME.  
    

Financial Implementation including Co-financing Status

	Projects of the REG Sector
	Total EU funds
	% Contracted
	% Disbursed
	Country co-financing
	% Co-financing contracted
	% Co-financing disbursed
	FM deadline for contracting
	FM deadline for disbursement

	Project number
	Project title
	
	
	
	
	
	
	
	

	SR0107.01
	Institution Building support
	4 700 000
	99,52
	88,78
	1 100 000
	90,75
	90,44
	30.11.2003
	30.11.2004

	SR0107.03
	Tourism Development – Zemplínska Šírava
	2 800 000
	86,00
	81,98
	1 800 000
	94,06
	93,77
	30.11.2003
	30.11.2004

	SR0107.04
	Industrial Park – Humenné
	2 000 000
	63,35
	63,35
	720 000
	63,37
	73,12**
	30.11.2003
	30.11.2004

	SR0107.06
	Industrial Park – Spišská Nová Ves
	2 000 000
	96,54
	95,56
	800 000
	100,97
	99,95
	30.11.2003
	30.11.2004

	SR0107.07
	Tourism Development – Veľká Domaša
	2 700 000
	99,59
	99,05
	1 968 000
	114,87
	130,42*
	30.11.2003
	30.11.2004

	Total 2001
	
	14 200 000
	92,62
	86,77
	6 388 000
	97,31
	102,93
	
	

	2002/000-610.02 UIBF
	Support of future intermediary bodies under the responsibility of Managing Authority for SOP Industry and Services
	250 000
	99,97
	0,00
	0
	0,00
	0,00
	30.11.2004
	30.11.2005

	2002/000-610.11
	Consolidating the Institutional Framework and Enhancing Administrative Capacity for Programming, Implementation and Monitoring of Structural Funds
	2 500 000
	99,73
	69,39
	250 000
	94,63
	75,37
	30.11.2004
	30.11.2005

	2002/000-610.13
	Local and Regional Development Grant Scheme
	3 500 000
	99,92
	40,74
	1 278 000
	92,81
	78,29
	30.11.2004
	30.11.2005

	2002/000-610.14
	Tourism Development Grant Scheme
	3 500 000
	99,46
	9,55
	2 200 000
	99,92
	46,2
	30.11.2004
	30.11.2005

	2002/000-610.12
	Industry Development Grant Scheme
	3 500 000
	96,15
	9,56
	1 100 000
	99,3
	3,09
	30.11.2004
	30.11.2005

	Total 2002
	
	13 250 000
	98,77
	28,90
	4 828 000
	97,62
	46,38
	
	

	2003-004-995-03-08
	Support to Local and Regional Project Development Grant Scheme
	6 000 000
	0,00
	0,00
	1 700 000
	0,00
	0,00
	30.11.2005
	30.11.2006

	2003-004-995-03-09
	Support to Innovative SMEs (SISME)
	3 100 000
	0,89
	0,00
	2 030 000
	0,00
	0,00
	30.11.2005
	30.11.2006

	2003-004-995-03-10
	Tourism Development Grant Scheme (TDGS 2003)
	3 500 000
	4,29
	0,00
	1 200 000
	0,00
	0,00
	30.11.2005
	30.11.2006

	2003-004-995-03-15
	Strengthening regional and local capacities for managing and implementing Structural Funds
	2 400 000
	0,00
	0,00
	0
	0,00
	0,00
	30.11.2005
	30.11.2006

	Total 2003
	
	15 000 000
	0,01
	0,00
	4 930 000
	0,00
	0,00
	
	

	Total 2001-2003
	
	42 450 000
	61,81
	38,05
	16 146 000
	67,69
	54,59
	
	


*Additional funding for supplementary works was secured by the state budget and the final beneficiary in the amount of 324 841 €.

** Additional funding for supplementary works was secured by the state budget in the amount of 70 184 €.

� The reason for the long gap between the cut-off date of the report and its issue is the poor performance of the contractor (POHL), who was not able to circulate the draft report for comments for a long time. Moreover, since the quality of the draft report was very low it had to be reworked and adjusted several times. Montgomery Watson Herza (MWH) is currently undertaking new interim evaluation of this sector.
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