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EXECUTI VE SUMMARY

The Integrated Operational Programme implemented in the-2003 programmingperiod focuses

on the support for development of information technologies in public administratiproving the
infrastructure for social services, public health, employment services and services in the field of
security, risk prevention and managemesupport of tourism, cultural heritage, improving the

environment in housing estates and development of systems for creation of territorial policies.

Details concerning thprogress and implementation of IOP until 31 Dec 2018@re presented in this
Annual Report, compiled by thEDP Managing Authority in cooperation with other actors involved in
the programme.

The total IOP allocation (ERDF contribution) amounts to EUS.9.1 million, major part of which in
the amount of EUR £91.4 million is channelledotthe Convergence objective, while EUR 27.7
million goes to the Regional competitiveness and employment objective.

In the course of 2013, a total of 723 project applications in the amount of EUR 166.7 million were
submitted, 679 projects in the amountEIR 69.8 million were approved. The beneficiaries were
paid the funds amounting to EUR 277.5 million. The certified expenditure reached the amount of EUR
355.97 million.

By the end of the monitored period, projects totalling EUR' G million (total eligble expenditure)
were approved for implementation, which accounts 8%®of the total allocation. The beneficiaries
were paid the funds in the amount of EURGB.5 million, representing 52.9 % of the total allocation.
Expenditure amounting to EU887.3 million (51.5%) was certified.

Due to the concurrence of+3 and n+2 rules, theso farlargest volume of expenditure had to be
certified The forecast ofabsorption madat the beginning o2013estimated the loss of allocation in
the amount of CZK5 billion. Thanks tothe adoption ofmultiple measures, the loss of allocation was
successfully reduced to EURto 2.17 million under the Regional competitiveness and employment
objective Under the Convergence objectjthere was ndoss of allocationThe final amount of loss
will be known onlyafterthe application of Articlé5 of the General Regulation is considered by the

European Commission

Moreover, in2013 the IOP Programming Document was amendedwith the largest impaabn
fulfilment of n+3 and n+2 rule constituted bythe inclusion otwo major projects in Intervention area
3.4 - Services in security, risk prevention and managen@erd the associated reallocation of funds
between priority axes

Annual Report of the Integrated Operational Programme for 2013
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IOP MA submitted to th&C the applications for both the major projects ( Preparedness of the Fire

Rescue Service of t hen drieasihg flevod prapdrddness offthe Polide bfo o d s ¢
the CRto save lives and propefty)The projects are currently being evaluated by the EC.

On account of unsatisfactory state of pliawy Intervention aredb.l, low absaption of funds in
particular pursuant to Government Resolution No 567/2013 the delegated activities of the MoC 1B
have been transferred to the MRLCR and CRD CR As of 1 Novembe 2013, the role of the
IntermediateBody has been performed by the CRD.CR

In 2014, the fulfilment of n+2 rule is threated due to the risk of afailure to achieve the forecast
absorption especially as a consequence of delays in timetable of projedikere is a risk of a loss
of allocation in the amount of EURL9 million. This is why the IOP MA has adopted a number of
preventive measuredt stresses the importance mducing changes in timetable of projects, on
dividing theprojects into stages with the certification of a maximum volumproject expenditure
until the end 0f2014,it holds talkswith the OPCin order to encourage it to finish tlmvestigation
particularlyin projects with submitted applications for paymengpplications for payment planned to
be submitted in 24.

Annual Report of the Integrated Operational Programme for 2013
5/205



MINISTERSTVO
PRO MISTNI
ROZVOJ CR

e 0 3 INTEGROVANY EVROPSKA UNIE A,.
“ I0OP - KVALITA ZIVOTA II OPERAENI - EVROPSKY FOND PRO REGIONALNI ROZVOJ &-;
PROGRAM SANCE PRO VAS ROZVOJ

1PROGRAMMBENTAATII ON

Objective concerned:
Convergence and Regional Competitiveness and Employm
Eligible area concerned:

NUTS 2 Prague

NUTS 2 Central Bohemia
NUTS 2 Southwest

NUTS 2 Northwest

NUTS 2 Northeast

NUTS 2 Southeast

NUTS 2 Central Moravia
NUTS 2 MoraviaSilesia
Programming period :

20072013

CCI number of the Programme:
2007CZ16UPO002

Programme title:

Integrated Operational Programme

OPERATIONAL PROGRAMME

=4 =8 =84 -89

Reporting year:
ANNUAL IMPLEMENTATION | 2013

REPORT Date of approval of the Annual Report by the Monitoring
Committee:

The Integrated Operational Programme (IOP) is implemented in the Czech Republic based on the
National Strategic Reference Framework (hereinafter referred to as the NSRF) for th202807
programming period.

The IOP focuses on addressing common regidsgles in the field of infrastructure for public
administration, public services and territorial development: development of information technologies
in public administration, improving infrastructure for social services, public health, employment
servicesand services in the field of security, risk prevention and management, support of tourism,
cultural heritage, improving the environment in housing estates and development of systems for
creation of territorial policies.

1.110P objectives

The I0OP strategy includes the global objective and three specific goals underlying the individual
priority axes and intervention areas. The achievement of specific goals is preconditioned by the
implementation of activities within individual priority axéstervention areas and activities.

Specific goal 1 Specific goal 3

Specific goal 2 itati
Improving the effectiveness ar demi p_ < q D (_axplonatlonA of  thy
uality of processes an Modernisation an systett erritoryds pg
q change of the selected pub| national and syster

improving the accessibility o
public administration services
the national and regional lev,
by applying modern ICT.

services with the goal to initiatg interventions in tourism
a process of overall publi culture, housing and th
services transformation. development of systems f
territorial policies.

Annual Report of the Integrated Operational Programme for 2013
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In accordance with Article 32 para 1 of General Regulation and based on discussions with the EC the
IOP is drafted as aulti -objective programme which i apart from the main focus on support of
regions under the Convergence objectivealso facilitates the support under the Regional
Competitiveness and Employment objective (RCE).

Seven of the eighCohesion regiondall under the Convergence objire, while Prague falls under

the RCE objective. Article 53 and Annex Ill to Council Regulation No 1083/2006 (EC) stipulates the
method of calculation of ERDF contribution for these regions. Generally, the ERDF contribution shall
not be higher than 85 %f eligible expenditure for operational programmes (Article 53 (3) (4) and
Annex Il) for both the objectives; the rest is the contribution from the state budget of the CR.

Table 1- Allocation by year and objective(EUR)

2007 192 686 939 3951 894 196 638 833
2008 202 164 946 4030 931 206 195 877
2009 211 684 389 4111551 215 795 940
2010 221648 970 4193 781 225842 751
2011 237465 225 4277 657 241742 882
2012 247 398 119 4363 210 251 761 329
2013 278 308 099 2736 597 281 044 696

Total 2007-2013 1501356687 27665621 | 1610022308

Source Progranming DocumentDecembe013

Annual Report of the Integrated Operational Programme for 2013
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Table 2- Allocation by priority axis for the period 20072013 (EUR)

MINISTERSTVO
PRO MISTNI
ROZVOJ CR

Modernisation of public ERDF/total eligible
la administratiori expenditure o
Convergence objective Convergence objective 290 942 083 51342721 51342721 342 284 804 85%
Modernisation of public
1b admlnls_t_ratlon Regional ERDF/tptaI eligible 22380 161 3949 441 3949 441 26 329 602 85 %
competitiveness and expenditure
employment objective RCE objective
) igf_:ﬁg‘r’lg'lngu'bchz in ERDF/total eligible
o . expenditure 148 510 867 26 207 801 26 207 801 174 718 668 85 %
administratiori Convergence objective
Convergencebjective 9 l
3 Improving public services | ERDF/total eligible
quality and accessibility expenditure 614618 060 108 462 012 105 334 619 3127 393 723 080 072 85 %
Convergence objective Convergence objective
ERDF/total eligible
4a National support of tourism expenditure 60567416 10688368 10014 023 674345 71255784 85 %
i Convergence objective | Convergencebjective
National support of tourism]
4 b i Regional competitivenes{ ERDF/total eligible 4659032 822183 170310 51873 0481215 85%
and employment objective| expenditure
RCE objective
5 National support of ERDF/total eligible 85 o
territorial developmerit expenditure 442 643 474 78 113 556 48 946 987 29166 569 | 520 757 030 °
Convergence objective Convergence objective
ERDF/total eligible
6a Technical assistande expenditure 34074787 6013 199 6013 199 40 087 986 85 %
Convergence objective Convergence objective
Technical assistande
6b Regional competitiveness ERDF/t_otaI eligible 626 428 110 548 110 548 736 976 85 %
and employment objective| expenditure
RCE objective
Of which: Convergence objective 1591 356 687 280 827 657 247 859 350 32968 307 | 1872184 344 85%
Competitiveness objective 27 665 621 4882172 4 830 299 51873 32547 793 85%

Source Progranming DocumentDecembe2013

Annual Report of the Integrated Operational Programme for 2013
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1.2 Division of Powersbetweenthe Managing Authority and Intermediate
Bodies

Division of activities between the MA and IB is laid down in the IOP Programming Document,
namely in Chapter 4 AProgr-ammet ¢ mp#He the ritl aOtPi ol nnop,
Structuref.

Pursuant to Government Resolution No 175/2006, the MinistriRégional Development of the CR
was designated to be the Managing Authaoityhe IOP. The IOP MA shall carry out the tasks in line
with Article 60 of Council Regulation No 1083/2006. In accordance with Article 59 para 2, or Article
42 para 1 of CounciRegulation No 1083/2006, the MA shall entrust some of the tasks to the
Intermediate Bodies.

Due to understaffing in 2009 the MROR, MoLSA CR and Mol CR signed the Addendum to the
Agreement on delegating the tasésthe IOP Managing Authority. The Addda concerned the
involvement of CRD in the administration of projects under Intervention areas 2.1, 3.1, 3.3 and 3.4.

As of 1 July 2012 there has been a change in delegated activities in Intervention areas 2.1 and 3.4. The
delegated activities in Inteewmtion areas 2.1 and 3.4 have been transferred by the IOP MA in
cooperation with the CRIZR from the Mol CR to the MRD CR and CRD CR. It aimed to improve
quality, to reduce error rate and to accelerate administration.

In the course oR013 an amendmenivas made to the Agreement on delegating the tasks of the
Managing Authority of the Integrated Operational Prograrnworife Ministry of Culture of the CR as
the Intermediate Body for Intervention argd National support for utilising the cultural heritage
potential As of 1 November 2013the activities of the Mo@R were transferred to the Ministry for
Regional Development of the CR and the Centre for Regional Development of .the CR

Table 3- IOP Intermediate Bodies broken down by intervention area

L wewwnwe | sy

1.1 a_t,l:_;Dev_eIopmg information society in public Ministry of Interior CR (SF Department)
administration

Ministry of Interior CR (SF Department) until
30 June 2012,

Centrefor Regional Development CR (from 1
July 2012)

Ministry of Labour and Social Affairs CR (EU
Funds Implementation Department and
Programme Financing Department), Centre fi
Regional Development CR

3.2Public health servies Ministry of Health CR (EU Funds Department
Ministry of Labour and Social Affairs CR (EU
Funds Implementation Department and
Programme Financing Department), Centre fi
Regional Development CR

Ministry of Interior CR (SF Department) uni
30 June 2012,

Centre for Regional Development CR (from
July 2012)

4.1 a,bNational support of tourism Centre for Regional Development CR

2.1Introducing ICT in territorial public administration

3.1 Social integration services

3.3Employment services

3.4 Services in security, risk pvention and management

Annual Report of the Integrated Operational Programma@a8
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Ministry of Culture (Strategy and Aid Polic
5.1 National support for utilising the cultural heritage Department) until 31 October 2013

potential Centre for Regional Development from
November 2013

5.2Improving the environment in problematic housing
estates

5.3 Modernisation and development of systems for
creating territorial policies

6.1 a,bActivities connected with the IOP magement ang
6.2 a,b Other costs of the IOP technical assistance

Centre for Regional Development CR

Centre for Regional Development CR

Centre for Regional Development CR

1.3Links of IOP to Strategic Documents

The links of IOP to strategic documents relate to the following docutnents
National Lisbon Programme for 20052008(National Reform Programme of the CR)

The National Reform Programme (NRP) is a document through which the CR responded to the EU
initiative aimed at the creation of a new system of managing the Lisbon agenda. The NRP shall
contribute to the siplification and enhanced effectiveness of the to date practice in coordinating the
economic policies at the level of EU as well as the Member States, and secure better identification of
these Member States with the set out priorities of the Lisbon Strategy

The IOP builds on the principles of the Lisbon strategy relying on the development of information and
knowledgebased society and on investments in human capital. The main instruments applied by the
IOP in the fulfilment of the Lisbon Strategy principleare the reinforcement of central state
administration and territorial public administration, improvement of quality and accessibility of public
services and elimination of regional disparities by effective use of-segoioomic sources.

Table 4- IOP links to NRP

| |
Macroeconomic part
Macroeconomic stability and sustainable XX XX XX XX
growth
Microeconomic part
Business environment X X
Research and development, innovation X X
Sustainable use oésources X
Modernisation and development of transporf XX X
and ICT networks
Employment part
Flexibility in labour market X X
Inclusion in labour market X X
Education X X

Note: XXi direct link; X1 indirect link
Source: Programmin@®ocument, December 2013

! Other policy documents defining the strategies and priority axes of IOP are given inJAondve Programming
Document.

Annual Report of the Integrated Operational Programmgadas
10205



MINISTERSTVO
PRO MISTNI
ROZVOJ CR

INTEGROVANY

“W‘.‘ I0P - KVALITA ZIVOTA II bl

PROGRAM

EVROPSKA UNIE »
gngzs:;oF\?‘;ﬂgDRszt\lngEGIONALNI ROZVOJ e -
Community Strategic Guidelines

The strategy governing the use of financial resources from EU Structural Funds in the programming
period 20071 2013 is based on Council Decision (EC) of 6 October 2006 on Community strategic
guidelines on cohesion (2006/702/EC). This Decision in line with the General Regulation specifies the
EC strategic priorities for cohesion policy in order to promote the implementation of Lisbon strategy.

IOP content reflects the focus of all the Commymtidelines in the way shown in the following
table.

Table 5- IOP links to CSGs

1 T T TR

Guideline |.: Making Europe and its regions more attractive places in which to invest and work
Expand and improveansport infrastructures X
Strengthen the synergies between X X X
environmental protection and growth

Address Europeds int

energy sources

Guideline Il.: Improving knowledge and innovation for growth

Increase and bettéarget investment in RTD | X X X
Facilitate innovation and promote X X

entrepreneurship

Promote the information society for all XX XX X

Improve access to finance XX XX

Guideline lll.: More and better jobs

Attract and retain more peopleeémployment | X X X
and modernise social protection systems

Improve adaptability of workers and X X

enterprises and the flexibility of the labour

market

Increase investment in human capital throug X X

better education and skills

Administrativecapacity XX XX

Help maintain a healthy labour force XX

Note: XXi direct link; X1 indirect link
Source: Programming Document, December 2013

National Strategic Reference Framework of the CR 2002013

The NSRF of the CR 2002013 outlines the basic directions for interventions from the Structural
Funds in the CR and constitutes the key strategic starting point for elaboration of the IOP.

The most significant is the IOP link to the Strategic objedtile i Open, fl exi bl e and
particularly to Priority D- Development of the information society and ESmart Administration,

which in the IOP is addressed by Priority axisModernisation of public administration and Priority

axis 2- Introducing ICT in territorial public administration. Also important is the link to the NSRF

Strategic objective | AfiCompetiti veDevlpmnen of ec onon
sustainable tourism and utilisation of the potential offered by theraulheritage, which in IOP is
addressed through Priority axis 4 fiNational sup
NSRF Strategic objective |1V fdBal anBatudcedtregionali t or y
development and BDevelopne nt of ur ban areas is addressed wit
of territorial devel opment 0.

More detailed definition of links is given in the table below:

Annual Report of the Integrated Operational Programma@a8
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Table 6- IOP links to NSRF

|. Strategic objective: Competitive Czech economy

Competitive business sector X X X X
Support of R&D capacity for innovation X X

Development of sustainable tourism X XX

1. Strategic objective: Open, flexible and cohesive society

Education X X

Increasing employment and employability XX X X
Strengthening social cohesion XX X
Development of the information society XX X X X
Smart Administration XX XX XX
Ill. Strategic objective: Attractive environment

Protection and improvement of the X X X X
environment quality

Improved accessibility to transport

IV. Strategic objective: Balanced territory development

Balanced regional development X X X XX
Development of urban areas X X XX
Development of rural areas X X XX

Note: XXi directlink; X1 indirect link
Source: Programming Document, December 2013

Strategy of implementation of Smart Administration in the period 20072013

The underlying policy document in the field of enhancing effectiveness of public administration is the
Stratey for Effective Public Administration and Friendly Public Services (Smart Administration),
approved by Government Resolution No 757/2007. The Strategy defines the areas and project topics
primarily supported from OP HRE and IOP in the framework of impleatiem of the NSRF Smart
Administration priority. In relation to IOP, the Strategy is implemented through intervention under
Priority axes 1 and 2, wi t h l inks to activitie:
services quality and accessibit y 0 . | OP interventions are directe
nowadays means especially the ICT supporting Government.

Europe 2020 Strategy

Some priority axes or intervention areas of the Integrated Operational Programme are directly linked
to Europe 2020 strategy targets even though the IOP was adopted and implemented before the
adoption of this strategy.

Linked to the thematic objectives stipulated in Article 9 of Regulation No 1303 of 17 December 2013
laying down common provisions dfSI Fundsare the Priority axes 1a, 1b and 2 (thematic objective

2), Intervention areas 3.1 and 3.2 (thematic objectivéin8rvention area 3.3 (thematic objective 8),
Intervention area 3.4 (thematic objective 5), Intervention area 5.2 (thematic objectives 4 and 9) and
Intervention area 5.3 (thematic objective 11).

More details on these matters are provided in sectionRi Qualitative analysis (IOP contribution
to Europe 2020 strategy).

1.4 Overall Economic Situation and Its Impact on IOP

The financial and economic crisis that started in 2008 has dramatically changed the economic
environment of both the EU and CR. The global crisis on financial markets and subsequent recession
were manifested in the Czech economy by a marked slowdown nbmgo growth. Whereas in

2005 2007 period the GDP in the CR grew annually by more than 6 % on average and in 2008 it

Annual Report of the Integrated Operational Programma@a8
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dropped to 3.1 % (in EU8he GDP rose by 0.3 %)) 2009 the GDP fell by 4.5 %in EU 28 it fell
by 45 %), which has been the worst evesult since the Czech Republic was founded in 1993.

Even though in 2010 and 2011 the Czech economy reported an overall recovery (GDP grew by 2.5 %,
or by 1.8 % respectively), since the beginning of 2011 the growth has started to slow down and
towards tle end of 2011 the economy was again going into a recession; in 2012 the GDP dropped by
1.0 %., in 2013 the GDP continued to decline by additional 1.4 %. As a the@DP level in 2013

still failed to reach its pre-recession level of the turn of 2008 ah2009 Ranking among the risks
threatening future EU development are especially the persistent problems in financial sector, high
levels of public debt in majority of EU Member States and subsequent impacts of budget consolidation
as well as uneven develment in Eurozone countries. These risks have and may have a negative
impact on the situation in the CR.

The economic downturn was accompaniedylowing unemployment both in 2009 and 2010The
number of unemployed in 208810 grew by more than 60 %, B011 the unemployment rate
slightly decreased. In 2012 the unemployment rate remained at the level of 20hlthkeutourse of
2013 it grew to 7.7 %(annual average).

Table 7- Development of economic indicators ir20072013period

Increase/decrease in GDP (in %) 57 3,1 -45 2,5 1,9 -1,0 -14
Registered unemployment rate (in ¢
annual average)

geDr:DeraI government balanéein % of 07 22 58 47 32 44 25

Generalgovernment delit in % of GDP 27,9 28,7 34,6 38,4 41,4 46,2 46,3
Source MoF and MoLSAI staus as ofl0 February2014

50 4,1 6,1 7,0 6,7 6,8 7,7

The adverse development of economy did not have any major impact on IOP implementation

The main reason is the fact that a prevailiagt of aid beneficiaries are public sector entities, with
public sector being much less hit by the crisis than business entities. The state budget funds earmarked
for financing the operational programmesfe@nced from the EU Funds have not been cutrjow

this expenditure ranks among top priorities when the budget is drafted.

More details on matters related to economic situation in the CR are provided in Chapter 2.4 of the
Annual Report.

20VERVI EWROO-GRAME | MPLEMENTATI ON

Programme milestones in2013

Y

3Jan2013| Submission of tha@™ aggregate payment claim to the MoF

4 Jan2013| Closing of thel2" call of MoH for Intervention ared.2, ativity c)

8 Jan2013| Closing of thel 7" call of MRD for Intervention are&.3, ativity b)
15Jan2013| Publishing of thel5" call of Mol for Intervention ared.1, ativity d)
17 Jan2013| Publishing of thel8" call of MRD for Intervention ared.4, ativity d)
31Jan2013| Closing of thel3" call of MoH for Intervention ared.2, ativity a)

8 Feb2013| Publishing of thel 4" call of MoH for Intervention ared.2, ativity a)

7 Mar 2013| Submission of the™ aggregate payment claim to the MoF

8 Mar 2013 Submission of the'3aggregate payment claim to the MoF

Annual Report of the Integrated Operational Programmgadas
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22 Mar 2013

Meeting of the European Commission on the state of play of Intervention areas 3.1 @n®®.&nd Sma
Administration

25 Mar 2013

Publishing of theL5" call of MoH for Intervention ared.2, ativity c)

15 Apr 2013

Submission of the®laggregate payment claim to the MoF

15 Apr 2013

Closing of the 18 call of Mol for Intervention area 1.1, activity d)

15 Apr 2013

Issuance of the MoC IB OM, version 1.3

17 Apr 2013

Closing of the 18 call of MRD for Intervention area 3.4, activity d)

26 Apr 2013

Issuance of the Handbook of Warl Procedures of MoLSA IB, versions 1.5

2 May 2013

Publishing of the 1B call of Mol for Intervention area 1.1, activity c), d)

3 May 2013

Submission of the'baggregate payment claim to the MoF

6 May2013| g

Receipt of applicationwas terminatedinderlA 3.1 a)i call No 7, IA 3.1 b) call No 6, IA 3.1 c)i call No

6 May 2013

Closing of the B call of MOLSA for Intervention area 3.1, activity b)

6 May 2013

Closing of the ¥ call of MOLSA for Intervention area 3.1, activity a)

6 May 2013

Closing of the 8 call of MOLSA for Intervention area 3.1, activity c)

14 May 2013

Increase of the allocation to the™@all of MRD for Intervention area 4.1, activity ), c), €)

6 Jun2013

11" meeting of the IOP Monitoring Committee

6 Jun 2013

Closing of the 1% call of MoH for Intervention area 3.2, activity a)

11 Jun 2013

Closing of the 1% call of MoH for Intervention area 3.2, activity c)

18 Jun 2013

Submission of the"Yaggregate payment claim to the MoF

19 Jun 2013

Submission of the'aggregate payment claim to the MoF

28 Jun 2013

Handbook for Applicants and Beneficiaries in Intervention area 3.1 a) was approved

28 Jun 2013

Approval of the revision of the Manual mternal Procedures of Mol IB, version 1.6

30 Jun 2013

Closing of the ¥ call of MOLSA for Intervention area 3.3, activity c)

8 Jul 2013

Submission of the®8aggregate payment claim to the MoF

31 Jul 2013

Resolution of the Government No 567 on the Information on risky projects and areas undehéOP

Minister for Regional Development and the Minister of Culture were tasked to amend the Agreemen
delegating the tasks tie[OP MA to the MoC as the I the framework of IOP implementation and to
delegate the performance of the IB function and assistance provider in Intervention area 5.1 to the N

7 Aug 2013

Submission of the®aggregate payment claim to the MoF

30 Aug 2013

Publishing of the 1@ call of MRD for Intervention area 2.1, activity a), b), c), d)

1 Sep 201

Publishing of the 1Bcall of MoH for Intervention area 3.2, activity c)

5 Sep 2013

Increase of the allocation to the@all of MRD for Intervention area 5.3, activity b)

5 Sep 2013

Submission of the 1baggregate payment claim to the MoF

6 Sep 201

Closing of the 18 call of Mol for Intervention area 1.1, activity c), d)

25 Sep 2011

Signing the Addendum No 1 to the Agreement on delegating the tasks of IOP MA to the keGRs

26 Sep 2011

Extraordinary meeting of the IOP Monitoring Committee

30 Sep 2011

Closing of the 18 call of MoH for Intervention area 3.2, activity c)

300ct2013

On300ct2013 and 1 Nov 2013the IOP Managing Authority submitted to the B major projects of the
FRS CR and P CR aimed to increase the operational capability of these IRSutingextraordinary
natural disasters, floods in particular

1Nov 2013

On1 Nov 2013 a changevas maden delegated activities in Intervention afa. ThelOP MA in
cooperation with CRD, pursuant to Government Resolutio®®¥of 31 July 2013 aad Addendum Nd. to
the Agreement on delegating the tasks of the IOP MA to the MoC as thranBferred theelegated
activities in Intervention area 1 of the MoC to the MRD and CRD

15Nov 2013

Revision of the Handbook for Applicants and Beneficiaries for calls o§#ie of the Mol Na3, 7, 10, 14
and 15

Annual Report of the Integrated Operational Programmgadas
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evision of thed™ call for Intervention ared.3 a) adb) i extension of the deadline for submission of
29 Nov 2013/ applications untiB1 Mar 2014,extension of the deadline for closing the project implementation3Mtil

Nov 2015
Publishing of the call N@1 intended fordeveloping and upgrat of IRS radio communication network
9 Dec2013 PegasAct i vities supported under this call are |

operational centres of IRSupported under call Nbl. In 2013 the application was not sulitted, its
submission is anticipated in the first quarte2014.

Publishing of thel 7" call for activity3.2 c)Quality and cosmanagemenuf the public health system

20 Dec2013| (innovative equipment for measuring and evaluating the quality anslafake care. The date of closing 0
the call is set at4 Mar 2014.

Publishing of thel8" call for activity3.2 a)Controlled modernisation and replacement of medical
equipment (medical devices) of national networks of health care fagilitidluding the technical
infrastructurg(it concerns specifically the support of trauma netyoFke date of closing of the call is set
14 Feb2014.

20Dec2013

2.1Progress Achieved and Its Analysis

2.1.A Information on physical progress of the Programme

The physical framework for the system of measuring and quantifying the programme objectives is
determined by the nature of foreseen outputs from implemented activities and in compliance with the
European Commission methodology comprises three levelslichiors:

1 Output indicators which express the scope of conducted activities and are included in the
ongoing monitoring process, in IOP they are brought down to the level of intervention area;

1 Result indicators which describe the direct effects of the gnamme on aid beneficiaries, in
IOP they are brought down at the level of intervention area,;

1 Impact indicators at the level of the programme inform on the context beyond the immediate
effects of the programme.

At the programme levetontext indicators are set that provide measurable information on social and
economic situation of the environment in which the IOP is implemented. They express main
macroeconomic trends in a quantified manner.

Throughout this Report, the following is monitored at alels\of indicators:

Achieved value totat: value of the current fulfilment of the indicator, i.e. in the year covered by the
submitted report. The achieved value is a cumulative value since the beginning of project
implementation, or an incremental value depending on the nature of the indichtibs definition

(the incremental value is given e.g. in statistical or ratio indicators).

Baseline value total: value of the indicator ascertained before the launch of programme
implementation. This value does not change throughout the programme imgitoment

Target value total: value of the indicator at the end of the programming period.

The values of IOP context and impact indicators a3loDec 2013 are presented in the following
tables.

2 In indicators expressing the number of supported projects, the achieved value is monitored after the completion of project
implementation. In 2007 and 2008, due to the necessity to report the physical progress, tretseverejenonitored starting
from the stage of project implementatidiis fact was changed in 2009 and the historical data has been recalculated.

Annual Report of the Integrated Operational Programma@a8
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Table 8- Context indicators as of31 Dec2013*

c 4 GDP Achieved 3662573 3848411 3758 979 3 790 880 3 823 401 3 845 92¢ N/A| 384592
reate a ) -
10200 current prices CZK mil. CSO  |Baseline 2994 400 3662573 3848411 3758 97¢ 3790 88¢ 3823 401 3 845 926 2 994 40|
Target N/A
i’:‘;’:gymem €SO |Achieved 66,1 66,6 65,4 65 65,7 66,5 N/A 66,5
72200 |population % Eurostat |Baseline 64,8 66,1 66,6 65,4 65| 65,7 66,5 64,8
aged 15 T t N/A
total arge
Employment
ratein CSO  |Achieved 74,8 754 73,8 735 74,04 7433 N/A 74,33
72201 population %
aged 15 "
men Eurostat |Baseline 73,3 74,8 75,4 73,8 73,5 74,04 74,33 73,3
Target N/A
Employment CSO  |Achieved 57,3 57,6 56,7 56,3 57,23 58 N/A 58
72202 |@te %
population age -
15-64 i Eurostat (Baseline 56,3 57,3 57,6 56,7| 56,3 57,23 58 56,3
Target N/A
CNB, |Achieved 66 392 20003 192394 15641 142771 101 00( 81264 101 00
State budget . - § ]
20101 mi | . CSO Baseline 56 300 66 397 20003 192394 156416 142771 101 00d 56 30d
balance (SB)
Target N/A
Ovemight stayy  p | ¢ Achieved 40 8339289 36667 36909 3823§ 39568 N/A| 39568
of guests in
412500 |collective (tis.) CSO |Baseline 40 B3240 |8339283 36 662 36 909 38 236 39 568 40
accommodatio T N/A
establishments| arget
Overnight stay Achieved 20620 19987 17747 18366 19425 20 522 N/A| 20522
of guests in
collective ’ i i g
412600 _|Pol et CSO |Baseline 19 595 20 624 19 98 17 74 18 366 19 425 20 522 19 594
accommodatior
establishments|
N/A
of which Target
ICT expenditur CSO  |Achieved 2,2 2 2,2 18,1 17,8 16,5 N/A 16,5
21103 |- percentage of] % Eurostat |Baseline 3 2,2 2 2,2 18,1 17,8 16,5 3
GDP Target N/A
Total health CSO  [Achieved 6.1 6.9 7.8 75 7,56 N/A N/A 7,56
care expenditur Institute of i
21101 |i percel % Health |Baseline 7 6.1 6.9 78 75 7,56 N/A 7
GDP in current Information
prices and Statis{ Target N/A
tics
Total culture CSO  |Achieved 0,99 1,02 1,18 1,21 1,07 1,07 N/A 1,07
and sports
21102 |expenditure - % (NIPOS) |Baseline 1,71 0,99 1,02 1,18 1,21 1,07 1,07 1,7
percentage of
GDP Target N/A
Average annual Achieved N/A N/A N/A N/A N/A N/A N/A N/A
11406 |energy GJ/byt CSO |Baseline 78,2 N/A N/A N/A N/A N/A N/A 78,2
consumption Target N/A

Source MSC 2007asof 3 Mar 2014

% Indicator011406i the baseline value was ascertained based on the ENERGO 2004 questionnaire survéylomithg
years no survey was conducted, which is why for 2B0%1 the value of this indicator is not givaie MA seeks to find an
alternative way of monitoring of this indicator.

4 Indicator 153501 i it is monitored for individual years in% based on the following source
http://info.worldbank.org/governance/wgi/sc_chart.asp
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Table 9- Result indicators as of31 Dec2013

Government Achieved 78,6 81,1 77,0 78,5 77,7 76,6 N/A N/A 76,6
153501 |effectiveness Index [World BankBaseline 76,6 78,6 81,1 77,0 78,5 77,7 76,6 N/A 76,6
indicator Target N/A 88 88
Increase in the Achieved 41,4 42,9 428 39,2 39,5 39,3 N/A N/A 39,3
share of tourist .
412700 |; % MRD Baseline 31 41,4 42,9 42,8 39,2 39,5 39,3 N/A 31
in the number d
visitors to the Target N/A 41 41
Employ ment Achieved | 56,2 56,1 58,1 58,6 58,2 58,8 N/A N/A 58,8
520513 [rate in tertiary % CSO Baseline 56 56,2 56,1 58,1 58,6 58,2 58,8 N/A 56
sector Target N/A 70 70

Source MSC 2007as of3 Mar 2014

2.1.B Information on IOP financial data

By the end of 2013 the total amount of certified eligible expenditure incurred by beneficiaries was
EUR 987.3million. The contribution from public funds accounts for EG85.4million which equals
47.53% of 0P financial resources.

The largest share of certified eligible expenditure is reported in Prioiigy6ax 6b (8.8 %, or EUR
24 million), in Priority axis5 (5524 %, or EUR 287.7 million) and Priority axisla, 1b (533 %,or
EUR 197 milion). The smallest share is shown in Priority a&ésand 4b, namely45.01 %, equalling
EUR 34.5 million.

Table 10- Financial data (EUR)

342 284 804 182875 801 182 875 801 53,43%
26 329 602 Total 14 067 370 14 067 370 53,43%
174718 668 Total 89 363 599 89 363 599 51,15%
723 080 072 Total 274 086 000 272 816 872 37,73%
71255784 Total 32 157 335 32070374 45,01%
5481 215 Total 2473518 2 466 828 45,01%
520 757 030 Total 368 294 905 287 683 526 55,24%
40 087 986 Total 23 575063 23 575 063 58,81%
736 976 Total 433562 433 562 58,83%

Source: MSC2007 as of 31 Dec 2013
CZK/EUR exchange rate: valid at the time of accounting for in IS VIOLA
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Table 11- IOP financing plan
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==
(- @B

MINISTERSTVO
PRO MISTNI
ROZVOJ CR

la Modernisation of public administration i Convergence objective CONVERGENCE | 290 942 083 17,97%
1.1 Developing information society in public administration CONVERGENCE | 290 942 083 17,97%
1b Modernisation qf pl_JbIlc administration i Regionalcompetitiveness and RCE 22380 161 1.38%
employment objective
1.1 Developing information society in public administration RCE 22 380 161 1,38%
2 Iongjrggttij\zng ICT in territorial public administration T Convergence CONVERGENCE 148 510 867 9.17%
2.1 Introducing ICT in territorial public administration CONVERGENCE | 148 510 867 9,17%
3 :)rEJ!oer((:)t\il\llr;g Public Services Quality and Accessibilityi Convergence CONVERGENCE 614 618 060 37.96%
3.1 Social integration services CONVERGENCE | 54 643 234 3,38%
3.2 Public health services CONVERGENCE | 248 481 706 15,35%
3.3 Employment services CONVERGENCE | 40 206 551 2,48%
34 Services in security, risk prevention and management CONVERGENCE | 271 286 569 16,76%
4a National support of tourismi Convergence objective CONVERGENCE | 60567 416 3,74%
National support of tourism CONVERGENCE | 60 567 416 3,74%
4b Na_tlon_al support of tourism - Regional competitiveness and employment | RCE 4659 032 0.29%
objective
National support of tourism RCE 4 659 032 0,29%
5 National support of territorial development - Convergence objective CONVERGENCE | 442 643 474 27,34%
5.1 National support for utilising the cultural heritage potential CONVERGENCE | 213735411 13,20%
5.2 Improving the environment in problematic housing estates CONVERGENCE | 213 377 956 13,18%
5.3 Modernization and development of systems for creating territorial policies|] CONVERGENCE | 15 530 107 0,96%
6a Technical Assistancé Convergence objective CONVERGENCE | 34 074 787 2,10%
6.1 Activities connected with the IOP management CONVERGENCE | 27 177 687 1,68%
6.2 Other costs of the IOP technical assistance CONVERGENCE | 6897 100 0,43%
6b Te_chn'lcal Assistancé Regional competitiveness and employment RCE 626 428 0.04%
objective
6.1 Activities connected with the IOP management RCE 499 612 0,03%
6.2 Other costs of the I0OP technical assistance RCE 126 816 0,01%
Of which: la+2+3+4a+5+6a CONVERGENCE o
CONVERGENCE 1591 356 687 98,29%
RCE 1b + 4b + 6b RCE 27 665 621 1,71%
Source Progranming DocumentDecembe2013 Convergence ohjRCE obj.
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List of advance and interim payments

Following the approval of the programme, the PCA received a total of 4 advance payments in the
amount of EUR 14215 115, which equals 9 % of the total allocation.

By the end of 2012, the EC reimbursed 8 interim payments in the amount of EUBRGAS6. Seven

interim payments were executed in the period from 2009 to 2011. In December 2011, the MA through
the PCA submitted to the EC an application for the eighth interim payment in the amount of EUR
29563594. This interim application for payment washitawn by the MA in February 2012 and it

was not reimbursed by the EC. TH&iBterim application for payment was submitted in October 2012
once the issues concerning the error rate stated in the Annual Control Report of AA for 2010 were
settled and it waireimbursed in November 2012.

In Decembe013 the MA, through the PCA, submitted the application for tH&ifferim payment
in the amount of EURI00320077to the EC The EC will reimburse the payment 2014, which is
why it is not included in th&eable

Table 12- Overview of receivedadvance and interim payment{EUR)

1% advance payment 23 Jan 2008 31 060 217 587 590
2" advance payment 1 Apr 2008 46 590 32( 881 385
39 advance payment 5 Feb 2009 31 060 215 587 590
4" advance payment 20 Apr 2009 31 060 213 587 590
1%t interim payment 16 Dec 2009 5008 671 3569
2"%interim payment 27 May 2010 18 395 85¢ 40 343
3Yinterim payment 30 Aug 2010 21911 2771 62 328
4Minterim payment 28 Dec 2010 40 318 211 748 314
5" interim payment 4 May 2011 33 623 868 288 784
6" interim payment 29 Aug 2011 40952 914 276 952
7" interim payment 24 Nov 2011 58 609 916 1572 23¢
9" interim payment 12 Nov 2012 187 337 383 4 390 225

Tow | 139770960 2644155 406158101 7382754

Source: MSC 2007 as of 31 Dec 2013

Fulfilment of n+3/n+2 rule

IOP MA monitors the progress in absorption of funds from the SF at individual stages of
administration of project applications and compares the rate of absorption agaitsstétéor the

given year. The n+3/n+2 rule is fulfilled once the amounintdim or advance paymenfsr each
objective separately equals or is higher thartahgetfor the given year

The target for 2013 amounted to EUR 1 001.4 millioxder the Convergence objective, when the
advance paymentare included, funds ithe totalamount of EUR 939.2 million @rereceived from
the EC.

® In December 2011, thé"8nterim application for payment was submitted in the amount of EURRR2864.12 for CONV
objective and EUR #42828.55 for RCE objective. In February Z0the application was withdrawn
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Table 13- Summary of fulfilment of n+3/n+2 rule for CONV objective (EUR)

192 686 93¢ 0 0
202 164 946 77 650 533 77 650 533 77 650533
211 684 38¢ 62120427 5008671 67129 09§ 144 779 631
221 648 97¢ 80 625 348 80 625 348 225 404 974
237 465 225 234 279 43¢ 133 186 699 133 186 699 358 591 67§ 124 312 247 124 312 242
247 398 119 478 078 315 187 337 383 187 337 383 545 929 06] 67 850 744 67 850 746
278 308 094 1 001 421 48¢ 393 274 557 393 274 551 939 203 614 -62 217 878 97501 024| 35 283 14€
1280 934 09¢
1591 356 687

Source MSC 2007as 0f31 Dec2013,I0P Programming DocumentDecembe013
The target for 2013 under the Regional competitiveness and employment objective accouiitkdrl for

19248.5 million, the payments received from the EC, with advance payments included, totalled EUR
17.1 million.

Table 14- Summary of fulfilment of n+3/n+2rule for RCE objective (EUR

3951 894 0 0
4 030 931 1468 975 1468 975 1468 975
4111551 1175180 3569 1178749 2647724
4193 781 850 986 850 986 3498 710
4 277 657 4 689 580 2137974 2137974 5 636 684 947 104
4363 210 9 459 780 4390225 4390 225 10 026 909 567 129
2 736 597 19 248 516 7045526 7045 526 17 072 434 -2 176 08@
24 270 375
27 665 621

Source: MSC2007 as of 31 Dec 2013, IOP Programming Document, December 2013

Evaluation of the fulfilment of n+3/n+2 rule by individual objective in 2013 is illustrated ichibet

below. Under the Convergence objective, the target was achieved provided the advance payments are
deducted. Altogethes1.83 % of the allocation for this objective was certified (contrary to the amount

of payments received from the EC in this case tbcoveries are included). When the advance
payments received from the EC are deducted, altogether 6063 %eerabsorbed. In 2013, a total
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of 62.93 % of the allocation had to be absorbed. Thanks to the inclusion of major ptbgtasget

decreasedo 56.8 %, therefore the n+3/n+2 target was achieved. In order to fulfil the n+3/n#+2 rule

part of the advance payment totalling EUR 79.1 million was deducted.

The target to meet the n+3/n+2 rule under the RCE objective for 2013 was 69.58 %, thesl certif

expenditure equalled 52.15 % and altogether 61.71 % was absorbadethe advance payments
received from the EC are deducted.2013 the loss under the RCE objective reached E2JE8
million. In case Article 95 of the General Regulation is appltd loss could be lower. Under the
RCE objectivethe full amount of advance payment weedin order to meet the n+3/n+2 rule.

Chart 1 - Fulfilment of n+3/n+2by objective

Absorption of IOP funds by objective

2013 target = 56,8 %

CONV - 98,29 %

2013 target = 69,58 %

RCE-1,71%

Note: % expresses

the share of

objective in the ; T T T T T T T T T )

total allocation 0% 10% 20% 30% 40% 50% 60% 70% 80% 90%A10kace L(]ﬂ)%
— 2013 target

B Certified expenditure B Funds covered by aggregate applications for payment ® Allocation for 2007-2013

Source MSC200%as 0f31Dec2013
CZK/EURexchange rate27.48

The IOP MA monthly evaluates the progress in financial status of both the objectives with regard to
the achievement of the n+3/n+2 target. The following charts illustrate the volume of funds committed
in the published calls, the volume of funds in indidtetages of project implementation, including

the certified expenditure (recoveries inclusive) as of 31 Dec 2013,trendorecast certified
expenditure until the end of 2014 all as against the respective targets.
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Chart 2 - Fulfilment of n+3 rule under the Convergence objective
IS Monit as of 31 Dec 2013

Convergence objective

n+3/n+2 target 2013 incl. advanced payment

n+2 target 2014 incl. advanced payment

1600

1400

1200 4
1000 4
800
600
400 4
200 4

inmil. EUR

[=]

Commited allocation Submitted Recommended for Under Implementation of Reimbursed through Certified Forecast of certified
financing implementation project stage application for expenditures by the
completed payment end of 2014

Source: IS Monit7+ as of 2 Jan 2014
Source of fundingeU share
CZK/EURexchange rate27.48

According to the data from IS Monit7+ IOP as2oflan 2014, the allocation committed to the
Convergence objective, i.e. the funds committed to the ongoing calls and financial requirements of
projects submitted under the closed calls, totals EUR8L million. Projects amounting to EUR

1 347.2 million are recommended for financing and the amount of completed stages equals EUR 824.9
million. Altogether EUR 824.8 million was paid to beneficiaries.

Based on the current predictions, thependiture amounting © EUR 971.7 million should be
certified by the end of 2014, with the target for fulfilment of n+2 rule in 2B&hg EUR 1141.2
million with the advance payments deducted, or to EUR 1043.6 milliowith the allocation to
major projects deducted. 014 there is a risk of the loss of allocation amounting to ERIE3
million.
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Chart 3 - Fulfilment of n+3 rule under the Regional competitiveness and employment objective
RCE objective IS Monit as of 31 Dec 2013

n+3/n+2 target incl. advanced payment

—  n+2 target 2014 incl. advanced payment
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E Commited allocation Submitted Recommended for Under Implementation of Reimbursed through Certified Forecast of certified

- financing implementation project stage application for expenditures by the
completed payment end of 2014

ource: IS Monit7+ as of 2 Jan 2014
Source of fundingeU share
CZK/EUR exchange rate: 27.48

Basedon the current predictions, the expenditure totalling EUR 16.8 million should be certified
by the end of 2014 andhe target for fulfilment of n+2 rule in 2014 equals EUR 21.6 million in

case the advance payments are deductebh 2014 there is a risk othe loss of allocation in the
amount of EUR 4.6 million under the RCE objective.

Therefore, the IOP MA adopted a set of preventive measures. It stresses the necessity to reduce
changes in project timetables, to divide projects into stages with the higissgile amount of project
expenditure to be certified before the end of 2014, it holds talks with the OPC concerning the
completion of investigations mainly in projects with submitted applications for payment or
applications for payment planned to be siitad in 2014.

Cross financing

IOP allows for the exploitation of croéimancing in Intervention areas 3.2 Public health services and
in Priority axes 4a National support of tourisfh Convergence objective and 4.1blational support

of tourismi Regional competitiveness and employment objective. Them@stment expenditure,
eligible for financing from ESF, shall not exceed 9 % of the total eligible expenditure of the project.

In Intervention area 3.2, cross financing was allowed as eligitdenehture in the first call of the
Ministry of Health of the CR. Of the total of 34 submitted applications, which could use this
instrument, 9 project applications were not recommended for financing by the Selection Committee.
Therefore, no project unddhis intervention area uses cross financing.

In Priority axes 4a and 4b National support of tourism, efiossicing was applicable in theé"4
continuous call of tht/RD CR.
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Table 15- Overview of the use of crosginancing

P7
Expenditure of
the project
4.1a 71 255 784 4 | was certified 1| 2517 415 2872 0,004% 801 0,032%)
N7 Project not|
completed
/withdrawn
4.1a 71 255 784 4 1| 2652584 236 536 0,332% - -
4.1a
total 71 255 784 4 2| 5169999 239 408 0,336% 801 0,015%
P7
Expenditure of
the project
4.1b 5481 215 4| was certified 1 193 647 221 0,004% 62 0,032%
N7 Project not|
completed/
withdrawn
4.1b 5481 215 4 1 204 039 18 195 0,332% - -
4.1b
Total 5481 215 4 2 397 687 18 416 0,336% 62 0,015%

Source IS Monit7+as of2 Jan2014
CZK/EURexchange rate27.14
Source of fundingTotal eligible expenditure
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2.1.C Information on the use offunds

137 Services and applications for citizgfeshealth, egovernment, 4¢earning, e-inclusion) 1 01,05 | 17 Cz0 386 420 267,5 461 833 111
\:)13 alnaRglgsekn';rt?J\:grggg t(:anccr:h tg}ggc:ézfltlrri]gkz)nd implementation of plans and measures to prevent ar 1 01,05 | 17, 19 c20 147 951 6127 290 853 05¢
557 Promotionof natural assets 1 01,05 | 14,17,22 Cz0 46 068 406,5¢ 45 006 249,0q
571 Other assistance to improve tourist services 1 1 17,22 CZz0 7 235 105,95 20 220 199,0(|
581 Protection and preservation of the cultural heritage 1 01,05 |17, 18, 22 CZz0 188 636888,40 198 389 481,0
5971 Development of cultural infrastructure 1 1 18, 22 CZz0 12 100 505,17 15 345 93C
6171 Integrated projects for urban and rural regeneration 01, 02 1,05 |00, 16, 17, 21, 22 Cz0 161 738 633,94 213 377 956,0
7571 Educationinfrastructure 1 1 17,22 Cz0 5 744 393,85 7241304
767 Health infrastructure 1 01,05 | 19, 22 czo 217 246 298,9 228 915 216,0
79 - Other social infrastructure 1 01, 05 (1)3 gg gg i %g 13,141 Cz0 83469 277,01 87 608 481
81-_Mechani§ms for improving good poli_cy an_d programme Qesign, mo_ni_toring and evaluation 01, 02 01,05 | 17 cz0 14 538 362,4( 15 530 107.0
national, regional and local level, capacity building in the delivery of policies and programmes 1
85 - Preparation, implementation, monitoring and inspection 1 1 17 Cz0 23 236 696,9¢ 27 677 299,0d
86 - Evaluation and studies; information and communication 1 1 17 Cz0 5206 262,74 7 023 916C

o | [ ] omem

Source MSC2007as 0f31 Dec2013, CZK/EURexchange rate27.48, source of fundingEU share

Note:  Form of inance 017 Non-repayablegrant 027 Repayable grant

Territory type: 017 Urbanareas05i Rural areas (other than mountains, islandsthimdly or verythinly populated areas)
Economic activity: 00 Not applicable 03 Manufacture of food products and beveraged, Mhanufacture of textiles and textile prodydi$i Other wspecifiednanufacturing

industries 117 Transport 127 Construction137 Wholesale and retaitade 147 Hotels and restaurants, 16Real estate, renting and business activities, Réblic administration,
1871 Education, 19 Human health activities, 20Socal work, community, social and personal services, 2ttivities linked to the environment, 220ther unspecified services

Location: CZ0i Czech Republic

®In the course of implementation of IA, the IOP MA identified gliinces between the actual absorption capacity and the originally planned shares of allocation distributed to prioBfy themes

and 57. Prioriy theme55 was overfulfilled due to higher absorption capacity of supported themes than antjc@pdtatithesame time lower absorption capacity was identified in priority

theme57. For this reason the lower share of originally planned funds was channelled to this theme
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2.1.DAssistance bytarget group

The target group with respect to beneficiaries are the public administration bodies and organisations
established by them, naggovernmental nosprofit organisations, business entities and interest
associations of legal persons.

Detailed classification afid beneficiaries under individual priority axes is as follows:

9 Priority axis 1- government agencies and budgetary organisations established by them;

9 Priority axis 2- regions and municipalities and organisations, unions of municipalities
establishedrad founded by them;

1 Priority axis 3- government agencies and budgetary organisations established by them,
regions and municipalities and organisations established by thempraofitn non
governmental organisations, entrepreneurs (persons registered Qortigany Register and
persons conducting business based on the trade license or in line with special regulations),
natural and legal persons providing public services in the field of health care, government
agencies in the field of employment services (1884\. Labour Office);

1 Priority axis 4- government agencies and budgetary organisations established by them,
NGOs, interest associations of legal persons with national operation in tourism;

9 Priority axis 5- government agencies and budgetary organisatidablishied by them, nen
profit nongovernmental organisations, interest associations of legal persons, municipalities
and organisations established by them, unions of municipalities, regions, owners of residential
or nonresidential (commercial) premises;

A monthly updated list of assisted projects and aid beneficiaries is available on the Structural Funds
website http://www.strukturalnifondy.cz/cs/Microsites/IntegrovaffyP/Zadatele-prijemci/Seznam
podporenyckprojektu

Investments in regions with concentrated state aid

Investments in regions with concentrated state aid are made in line with the approveyy &trate
Regional Development of the CR for 20072013 period pursuant to the Resolution of the CR
Government N@44 of 15 May 2013 which defined the regions facing economic difficulties supported
by the state¢hatconsist of67 municipalities with extendegowers

The supported regionsra not monitored in the IOP. The assistance to housing is granted in some of
the referred to municipalities based on the IUDPs approved pursuant to Arijelea 2 letter a) of
Council Regulation (EC) No 1080/2006.

More details on IUDP are given in Chapters 2.6.Bitegrated Urban Development Plarsnd 3.5
Priority axis 5.

2. 1.EAssistance repaid or re-used

In the monitored period, the IOP MA registered a total oh@w cases of suspected irregularity, the

total amount concerned / at risk was CA0821148 (EUR 2366 417. The rregularities were
registered in all intervention areas, except for 3.3, 3.4, 4.1, 6.1 and 6.2, with the largest number of
irregularities registered in Intervention area 2.1.

All thecass of irregularities were addressed in compliance with the set out procedures.
The structure fothe total number ofiewly registereduspected irregularitigs as follows

63 cases of justified irregularities,

2 cases of unjustified irregularities,

9 cases of confirmed irregularities,

0 cases of unconfirmed irregularities.

=A =4 =4 =9
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In confirmed irregularities, the sums wrongly paid were calculated at Ci49284.

According to the records in MSC2007, in 2013 the beneficiaries repaid a total of CZK
56 776.34(EUR 2195.87) of wrongly paid funds based on 9 cases of confirmed irregularities. All the
funds were returned to the National Fund account and to the state budget.

In the course of 2013, the IOP MA closed the investigation of altogether l&gularities

Specifically, 4 irregularities were closed in Intervention ateh 138 irregularities in 1A2.1, 1
irregularity inlA 3.4, 12 irregularities in 1A5.1, 1 irregularity in IA5.2, and 2 irregularities in IA 5.3

Table 16- Irregularities registered in 2013broken down by |A-MSC2007

11 8 43 132 293 1677 223 0 3 2 3 0
2.1 58 5033 348 194 591 0 56 0 2 0
3.1 1 56 776 2196 0 0 0 1 0
3.2 4 7 484 865 293 159 0 3 0 1 0
3.4 0 0 0 0 0 0 0 0
4.1 0 0 0 0 0 0 0 0
5.1 1 4930 204 191 859 0 1 0 0 0
5.2 1 27 662 1128 0 0 0 1 0
53 1 156 000 6261 0 0 0 1 0
6.1 0 0 0 0 0 0 0 0

[ Tom | 7e| eosmid amear o] e[ 2 8] o |

Source: MSC2007 as of 31 Dec 20:

At the same time 35 system irregularities were identified in operationis ¢ine operational
programme
1 1sysem irregularityat the Ministry of Culture IB in the amount of CZ85408386;,
1 34 sysem irregularities in the total amount of CZK7 405455 corresponding tathe
extrapolated corrections in the Annual Control Re@@@i1 (hereinafter referred tosathe
fi A (AR accounted for as dt8 October2012 6ee Tablel7?). In this case the errors are not
caused by serious deienciesidentified in management and control systeAisthese system
irregularities entered iMSC2007in SeptembeR013representhe extrapolated corrections
in the ACR 2011which were deducted from the Statement of expend20is.

Table 17- Sysem irregularities registered in2013

1.1 1 1253176
2.1 24 4693 224
3.1 0 0

3.2 1 2 338 138
3.4 1 125 234
4.1 1 622 497
5.1 2 187 264 145
5.2 1 657 755
5.3 2 2215988
6.1 1 2 387 585
6.2 1 1256 100

[T | s [ mmewsn

Source MSC2007as 0f31 Dec2013
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2. 1.FQualitative analysis

In 2013 theapproved projects reached the amount of BIURO0 milion, which represent83% of the

total allocation for the programmén majority of intervention areas the issued guidance documents
cover more tharB0 % of the allocation The smallest share of appraverojects is reported by
Intervention area3.4, namely55.1 % of the allocation where most of the remaining funds are
allocated to two major projects submitted to the. EEss than90 % of the allocation has been
approved in Intervention areasla, 1.1{88.9 %) and4.1a, 4.1b (89 %).

The share of approved funds in Intervention d&eatotalling 1389 % is the result ofa change in
calculaton of the EU shareFollowing the approval of revision of the IOP Programming Document by
the EC in Decembe?013 the EU shareis calculated from the total amount of funds, not from the
public funds only. The MA adjusted thestfibutionof allocation between the sources of finance in
financial tables so that the ratio between the Community and national figascmaintained 85 %.

At the level of projectsthe structure ofundsremained the same, with the share of private financing
higher than that in the financial table of programme allocation.

The beneficiariehavereceived EURL 0085 million, i.e. 52.9 % of programme allocatiohe largest
share of reimbursed funds in the allocation is shawimtervention are&.2 (97%), 5.3 (938 %),
6.1a, 6.1b (68 %) and 3.2 (602 %). The lowest share of funds paid to beneficiaieseen in
Intervention area8.1 (223 %) and 3.4 (233 %).

The certified fundshavereached the amount of EU8B0.4 million (515 % of the allocatiofh The

largest share of certifie@xpenditureis in intervention areas with the highest share of funds
reimbursed to beneficiarie®.2 (955 %), 5.3 (931 %), 6.1a, 6.1b (626). The lowest share of
certified expenditure is on the very contrary shown by intervention areas with the lowest share of
funds reimbursed to beneficiari€s1 (B %), 3.4 (224 %).

Table 18- Financial status ofIOP in 2013

l.1a 342 284 804 304 307 89¢ 88,9% 185997 275 54,3% 182 875 801 53,4%
la 342 284804 304 307 89¢ 88,9% 185 997 275 54,3% 182 875 801 53,4%
1.1b 26 329 602 23 408 301 88,9% 14 307 38(¢ 54,3% 14 067 370 53,4%
1b 26 329 602 23 408 301 88,9% 14 307 38(¢ 54,3% 14 067 370 53,4%
2.1 174 718 66§ 158 618 68C 90,8% 89 808 503 51,4% 89 363 599 51,1%
2 174 718 668 158 618 68C 90,8% 89 808 503 51,4% 89 363 599 51,1%
3.1 64 286 158 61 180 99¢€ 95,2% 14 320 443 22,3% 14 765 442 23,0%
3.2 292 331 419 282 430 781 96,6% 175 867 953 60,2% 166 741 368 57,0%
3.3 47 301 825 45 561 914 96,3% 21 641 06(Q 45,8% 21053034 44,5%
3.4 319 160 67( 175 834 48¢ 55,1% 74 287 194 23,3% 71 526 155 22,4%
3 723 080 077 565 008 177 78,1% 286 116 657 39,6% 274 086 00( 37,9%
4.1a 71255784 64 075 444 89,9% 32 324 348 45,4% 32 157 335 45,1%
4a 71 255 784 64 075 444 89,9% 32 324 348 45,4% 32 157 335 45,1%
4.1b 5481 215 4928 899 89,9% 2 486 362 45,4% 2473518 45,1%
4b 5481 215 4 928 899 89,9% 2 486 362 45,4% 2473518 45,1%
51 251 453 425 243 824 441 97,0% 111 312 643 44,3% 111 838 102 44,5%
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5.2 251 032 89( 348 779 701 138,9% 243 614 524 97,0% 239 444 365 95,4%
5.3 18 270 715 18 411 63C 100,8% 17 130 807 93,8% 17 012 438 93,1%
5 520 757 03( 611 015 772 117,3% 372 057 973 71,4% 368 294 905 70,7%
6.1a 31973 750 30 478 96€ 95,3% 20799 91@ 65,1% 19 500 804 61,0%
6.2a 8114 236 8 027 494 98,9% 4148 158 51,1% 4074 259 50,2%
6a 40 087 986 38 506 462 96,1% 24 948 068 62,2% 2375 063 58,8%
6.1b 587 779 560 349 95,3% 382516 65,1% 358 631 61,0%
6.2b 149 197 147 584 98,9% 76 298 51,1% 74 931 50,2%
6b 736 976 707 933 96,1% 458 814 62,3% 433 562 58,8%

SourceMSC2007as 0f31 Dec2013; CZK/EURexchange rate27.48; Source of fundingeU share+ national public funds
privatefinancing Convergence objectiv®& CE objective

In 2013, the amount of funds covered by the Decision incrdasetJR 134.4 million, which equals

8.3 % of theprogramme allocation. The most notable increase was achieved in Intervention areas 3.1
(33.85 %)and 4.1a and 4.1b (22.9 %). A decline was seen in InterventionZateg& 11 %) and 1.1a,

1.1b €2.78 %) due to the withdrawal of projects from implementation and savings made in conducted
tenders.

Funds paid to beneficiaries in ZDAmounted to EUR 77.5 million (17.14%) the most notable
increasewas made in Intervention are8s3 (3645 %). 4.1a, 4.1b (29%) and 2.1 (258 %). The
slowest progress in reimbursing the funds to beneficiaries was recorded in Interventidh3a(265
%), 6.2a, 6.21§7.02 %) and 3.2 (10%).

In 2013 expenditure amounting to EUR356 milion was certified, which represent22 % of the
programme allocatianThe most distinctive rise was seen in Intervention aBag3736 %), 4.1
(3317 %), 2.1 (3585 %). The smallesincrease of certified expenditure was shown in intervention
areas with low increase in the volume of reimbursed fuB@s(378 %), 3.2 (1173 %) and 6.2a, 6.2b
(12.7 %).

Evaluation of progress made in individual intervention areas in 2013 is proind€hapter 3
Programme Implementation by Priority Axis.

Table 19-

Financial progress oflOP in 2013

1l.1la 290 942 085 -8 101 480 -2,78% 57 465 635 19,75% 69 498 886 23,89%
la 290 942 08¢ -8 101 480 -2,78% 57 465 635 19,75% 69 498 886 23,89%
1.1b 22 380 161 -623 191 -2,78% 4420 434 19,75% 5 346 068 23,89%
1b 22 380 161 -623 191 -2,78% 4420 434 19,75% 5 346 068 23,89%
2.1 148 510 86 -12 038 497 -8,11% 38 312 819 25,80% 48 485 786 32,65%
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2 148 510 867 -12 038 497 -8,11% 38 312 819 25,80% 48 485 786 32,65%
3.1 54 643 234 18 495 502 33,85% 8514 832 15,58% 9 947 288 18,20%
3.2 248 481 706 39 218 495 15,78% 25 569 169 10,29% 29 141 684 11,73%
3.3 40 206 551 5217 987 12,98% 14 656 794 36,45% 15022 025 37,36%
3.4 271 286 569 13 524 765 4,99% 39 386 725 14,52% 41 084 929 15,14%
3 614 618 06( 76 456 74¢ 12,44% 88 127 521 14,34% 95 195 926 15,49%
4.1a 60 567 416 13 868 78¢ 22,90% 16 906 001 27,91% 20 093 452 33,18%
4a 60 567 416 13 868 78¢ 22,90% 16 906 001 27,91% 20 093 452 33,18%)
4.1b 4 659 032 1397 643 30,00% 1300 459 27,91% 1 545 547 33,17%
4b 4 659 032 1397 643 30,00% 1300 459 27,91% 1545547 33,17%
5.1 213735 411 16 090 425 7,53% 39 731 125 18,59% 48 469 829 22,68%
5.2 213 377 956 44 178 096 20,70% 24 771 057 11,61% 58 681 705 27,50%
53 15 530 107 1392 444 8,97% 412 259 2,65% 587 343 3,78%
5 442 643 474 61 660 967 13,93% 64 914 441 14,67% 107 738 876 24,34%)
6.1a 27 177 687 1747 884 6,43% 5447 446 20,04% 7047 388 25,93%
6.2a 6 897 100 26 578 0,39% 484 570 7,03% 875 608 12,70%
6a 34 074 787 1774 462 5,21% 5932 016 17,41% 7922 996 23,25%
6.1b 499 612 32134 6,43% 100 149 20,05% 129 564 25,93%
6.2b 126 816 489 0,39% 8 909 7,02% 16 098 12,69%
6b 626 428] 32623 5,21% 109 058 17,41% 145 661 23,25%

Totalfor 0P| 161002230f 13442006  630% 27748038 174% 3Ber3ise 2199

Source MSC2007 as of 31 Dec 2013; CZK/EUR exchange rate: 27.48; Source of fEisigire+national public fundst
private financing;Convergence objectiy& CE objective

Information on rejected projects

The IOP MA monitors the statistics of rejected projects based on their positive and negative status.
The rejection of a project in the period prior to the issuance of the legal act (status N1.1, N1.2, N2.1,
N2.2, N2.3 and N5) is distinguished from the céj@n in the period following the issuance of the legal

act (status N7, N8). Projects can be rejected based on a decision of the applicant, which corresponds to
status N5Project application withdrawn by the applicartd N7 Project not completed/withdrawn

in IS Monit7+ IOP), or based on a decision of the MA/IB (hereinafter referred to as denied projects).

As of 31 Dec 203, of the total number 09 284 submitted project applicatiorts 012 applications
were rejectedin 297 cases the project applicatimas withdrawn by the applicantvhich constitutes
29 % of all the rejected applicationdhe most frequent reason for project denial was the non
compliance with evaluation requirements, namel214 cases representing 27 % of all the rejected
projects, whegas 147 project applications, i.e. 14.5 %, failed to meet at least one eligibility criterion.

The chart below illustrates the number and percentage of rejected projects at individual stages of
administration.

Annual Report of the Integrated Operational Programme for 2013

30/205



MINISTERSTVO
PRO MISTNI
ROZVOJ CR

] . 5 INTEGROVANY EVROPSKA UNIE =
“‘ I0P - KVALITA ZIVOTA OPERACNI EVROPSKY FOND PRO REGIONALNI ROZVOJ q S
PROGRAM SANCE PRO VAS ROZVOJ

Chart 4 - Rejected projects broken down by status

Rejected projects broken down by individual status

N 147; 14,5% mN1.1

B N1.2

147; 14,5%

72;7,1%
mN2.1

mN2.2

N2.3

" N4.1

N5

297; 29,3% N7

N8
274;27,1%

37;3,7% 28;2,8%

N1.1 Project application failed to meet at least one of the eligibility criteria

N1.2 Project application failed to meet formal requisites

N2.1 Project failed to meet evaluation requirements

N2.2 Letter on rejection of project application based esante check was sent

N2.3 Project was not recommended for financing by the Selection Committee

N4.1 Issuance of Decision on providing a grant/Statement of expenditure was denied

N5 Project application was withdrawn by the applicant

N7 Project was notompleted/project was withdrawn

N8 Contract was terminated by the MA/IB

Source IS Monit7+ IOPas of2 Jan2014

Chart 5 - Percentage of rejected projects broken down bintervention area

Share of rejected projects broken down by intervention area

70% 60,1% 61,1%

60% 50,0%

50%

40%

30%

20%

10%

0%

Intervention area

Source IS Monit7+ IOPas of2 Jan2014
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A high percentage of rejected projeatsintervention area 3.1is caused to a certain degree by the
development in recent years, when the share of rejected projects in this IA was always the highest. In
2013 the share of rejected projects increas&dm 55.2 % in 2012 to 60.1 %. In 2013, altogether 73

project applications were rejected, most often on the grounds of not meeting the evaluation
requirements (in 43 cases), and additional 12 applicants withtdesémapplication.

Intervention area 4.1 shows a persistently high share of rejected projects and as against 2012
(64.5%) in 2013 it slightly dropped to 61.1 %. Of the total number of 110 rejected project
applications, 12 applications were rejecteddi2 In8 cases the project application failed to meet the
evaluation requirements.

Intervention area 5.1reports the third highest share of rejected projdicts caused most frequently

by noncompliance with the conditions of the call and in morent6@ percent of cases by the failure
to meetthe eligibility criteria. In 2013 no new projects were evaluated and no project application was
withdrawn by the applicant.

More information on project rejection is given in Chapter 3 under individual intsovesreas.

Horizontal themes

In accordance with the General Regulation and the Community Strategic Guidelines on Cohesion
2007 - 2013 two main horizontal themes have been defined for the period22a@7which are
reflected in the IOP strategy angbsequently in the programme implementation:

1 equal opportunities (Article 16 Equality between men and women and-dgstrimination)
1 sustainable development (Article 1 Bustainable development)

Equal opportunities

IOP in compliance with Article 16 of General Regulation and in dependence on the character of the
supported area provides for the supporégfiality between men and womemnd the integration of

the gender perspective during the various stages of implatimmbf the Funds. Concurrently, the
equality of opportunities is taken into account with respect to racial and ethnic origin, disability, age,
religion or belief or sexual orientation.

Attention is paid to gender issues; in programming, monitoringemadliation the contribution to
equality between men and women and support of women is born in mind so that the benefit brought by
the SF funds is equal for men and women.

Table 20- Equal opportunities

. Monioring of horizontalthemes | Unitof measuranent | Number of projects |

Project bcuse on equal opportunities Number of projects 96
Project has positive impact on equal opportunities Number of projects 6236
Project has neutral impact on equal opportunities Number of projects 1927

Source: IMonit7+ as of2 Jan2014
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Before the end of 2013he Decision on providing a grant/Statement of expenditure was issued for a
total of 8 259 projects of which 1 927 projects have a neutral impact on equal opportunities, 6 236
projects have a positive impact on equabapunities and the remaining 96 projects are focused on
supportingequal opportunities. The high number projects with a positive impacs given by the
high number of project applications received in call No 2 for CzechPoint projects, wherg27al 5
approved projects have a positive impact on equal opportunities.

Sustainable development

In accordance with Article 17 of General Regulation the IOP shall ensure the support for sustainable
development and the promotion of the goal of protecting apdowing the environment in the course

of individual stages assistance. This is based on the assumption that the SF are designed mainly for the
support and development of economic and social sector provided thatitheontribute also to the
improvement of the environment.This is why the MA IOP monitos the impacts of IOP
implementation on the environment with the intention to improve the environmental conditions in the
supported areas.

Table 21- Sustainable development

Project focuses mainly on the environment Number of project 8
Projecthas a positive environmental impact Number of project 998
Project is environmentallyeutral Number of project 7120
Project will helpimprove the aiquality Number of project 226
Project will helpimprove the quality of water Number of project 179
Project will usealternative sources Number of project 16
Project will enlargehe area of urban vegetation Number of project 40
Fljrrgtj:g:i(\;\gll improve populatioawareness of environmental Number of project 31
Project requires an environmental impact assessment Number of project 80

Source: IMonit7+as of 2 JarR014

Projects, for which by the end of 2013 ecision on providing a grant/Statement of expenditas
issuedare mostly environmentally neutral7 120 projects, of which 372 in Intervention area 2.1,
under which the CzechPoint type projects are implemented. Fairly many projects have a positive
environmental impact998 projects), or require an environmental impact assessrggétpfojects).
Moreover, 9 projects undetOP will help improve the airquality, 80 projects will improve
population awareness of environmental protectid8h, projects will enlarge the area of urban
vegetation40 projects will use alternative sources, drojects will help improve the quality of water

and8 projects focus on the environment @lthemunder Intervention area 5.2).

The IOP MA and IB makeuse that the requirements for sustainable development are addressed at the
level of projects in all IOP intervention areas:

a) In construction projects the applicants shall present the zoning and planning decision and
building permission, whose inseparablartpis also the assessment and elimination of the
environmental impact of the project,

b) If a project is subject to the environmental impact assessment pursuant to Act No 100/2001
Coall., or the assessment of the project impact on the NATURA 2000 sites miuicsuect No
114/1992 Coll., on nature and landscape protection as amended, the beneficiary shall also
present these documents,

" Throughout this report, where reference is made to monitoring of the impact of projecisabmpportunities or
sustainable development, it concerns only the approved projects in positive status (i.e. without rejected projects).
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c) In project application the applicants shall describe the impact of the project on the

environment,

d) When assessing the projectstlae level of 1B, the environmental effects or impacts of the
project are considered: during the eligibility check the projects showing negative impact on
the environment are automatically rejected, while when evaluating the projects based on the
pre-detemined selection criteria, the projects having a positive impact on the environment are
awarded preferential scoring.

Lisbon Strategy

The National Reform Programme (NRP) of the CR builds on the EU initiative, whose aim was to
create a new system ofanagement of Lisbon agenda. The NRP shall contribute to the simplification
and higher effectiveness of coordination of economic policies at the level of EU and Member States
and ensure better identification of these Member States with the set Lisbosspaodéties.

The NRP of the CR (Government Resolution No 1200/2005) provides integrated and coherent
interlinkage between the macroeconomic and microeconomic policies and the employment policy. The
NRP is scheduled for a thrgrear period and when defivg priorities the emphasis was put on their
feasibility in the given period, on the set expenditure frameworks of the CR budget, on the mutual
synergy effect of individual measures and the ability of evaluating them.
priorities

Table 22- Lisbon strategy priorities as reflected in IOP

1371 Services and applications for citizens
(e-health, egovernment, dearning, e 461833 111 28,52 %
inclusion)

Source MSC2007as o0f31 Dec2013

IOP contribution to Europe 2020 strategy

On 17 June 2010 the Council of the European Union adopted the Union strategy for smart, sustainable
and inclusive growth. On 13 July 2010, the Council adopted a recommendation onodice br
guidelines for the economic policies of the Member States and the Union and on 21 October 2010,
adopted a decision on guidelines for the employment policies of the Member States, which together
form the Aintegrated gui aetbtakedhe integratde gnidedines iBa at e s
account in their national economic and employment policies.

Each CSF Fund (in case of IOP it concerns only the ERDF) shall support 11 thematic objectives in
accordance with its mission in order to contributeahte Union strategy for smart, sustainable and
inclusive growth defined in Article 9 of Regulation of the EP and of the Council (EU) No 1303/2013
laying down common provisions on ESI funds. The thematic objectives are reflected in investment
priorities defned in spedic rulesapplicable for each EHund (in case of ERDF stipulated in Article

5 of Regulation of the EP and of the Council (EU) No 1301/2013 on the ERDF).

The Integrated Operational Programme was adopted by the European Commission in D2g@ember

i.e. at the time of validity of the so called Lisbon strategy. In line with Article 9 para 3 and Annex IV
to Regulation No 1083/2006 (Regulation laying down general provisions) the support of EU priorities
in the framework of IOP concerns only theiodity axes la and 1b (Modernisation of public

8 The value of 90 % of approved projects was given in the Annual Report of I@BXdrThe value of 28.52 % given the
Annual Report of IOP for 2013 means the absorbed funds of the total allocation for the priority theme.

Annual Report of the Integrated Operational Programme for 2013

34/205



‘@ .‘

MINISTERSTVO
PRO MISTNI
ROZVOJ CR

5 INTEGROVANY EVROPSKA UNIE A_
IOP - KVALITA ZIVOTA II OPERACNI n EVROPSKY FOND PRO REGIONALNI ROZVOJ q Y o
PROGRAM SANCE PRO VAS ROZVOJ

administration) and 2 (Introducing ICT in territorial public administration). It largely consists in the
introduction of information and communication technology in central and territorial public
administraton. In total, 28.5 % of IOP allocation (IOP Programming Document, 2013) goes into the
support of these priority axes.

Even though the IOP was adopted and implemented long before the adoption of Europe 2020 strategy,
it is directly linked to the objectiweof Europe 2020 strategy. It applies to the following priority axes
or intervention areas oOP:

a)

b)

d)

f)

9)

PA 1a, 1b and 2 a link to the integrated guideline 4 (interalia the development-of e
government) and thematic objectivée@hancingaccess toanduse andjuality of, ICT (also a
link to thematic objective 11 Enhancing institutional capaciyd efficient public
administration)

Intervention area 3.1 Social integration serviées link to the integrated guideline 10
(Promoting social inclusion) and thercatobjective 9 Promoting social inclusion and
combating poverty

Intervention area 3.2 Public health servites link to integrated guideline 10 (efforts should
also concentrate on ensuring equal opportunities, including through access to affordable,
sugainable and high quality services and public services) and thematic obfgdtivestment
priority 9a (investing in health and social infrastructure which contrttot@ational, regional

and local development

Intervention area 3.3 Employment servi¢eslink to integrated guideline 7 (increasing labour
market participation) and thematic objectivePBomoting employment and supporting labour
mobility, namely to investment priority 8d (investing in infrastruetdfor employment
services)

Intervention are8&.4 Services in security, risk prevention and managemenlink to thematic
objective5 Promoting climate change adaptatjoisk prevention and managemgnamely
investment priority5b Promoting investmédnto address specific risks, ensuring disaster
resilience and developing disaster management syggufoment of the Integrated Rescue
System of the Czech Repul)lic

Intervention area 5.Mmproving the environment in problematic housing estatespartial

link to integrated guideline 5 (Improving resource efficiency and reducing greenhousé gases
energy savings in housing stock) and integrated guideline 10 (Promoting social inclusion); a
partial link to thematic objective 4ugporting the shiftowards a lowcarbon economy in all
sectors(investment priority 46 Supporting energy efficiency and renewable energy use in
public infrastructurejncluding in public buildings andin the housing sector) and thematic
objective 9 Promoting social ingdion (investment priority 9% Providing sipport for
physical economic and social regeneration of deprigechmunities irurban and rurareas,

Intervention area 5.Modernisation and development of systems for creating territorial
policiesi a link to thematic objective 1Enhancing institutional capacity and efficient public
administration.

The referred to priority axes and intervention areas with a link to Europe 2020 strategy cover roughly
four fifths of IOP allocation.
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Table 23- Links of IOP intervention areas to thematic objectives oEurope 2020strategy

Priority axis 1a, 1b Modernisation of public administration TOT 2/TO 11 19,35
Priority axis 2 Introducing ICT in territorial public administration TOi1 2/TO 11 9,17
Intervention area 3.1 Social integration services TO-9 3,38
Intervention area 3.2 Public health services TO-9 15,35
Intervention area 3.3 Employment services TO-8 2,48
Intervention area 3.4 Services in security, risk prevention TO-5 16,76
management

Intervention area 5.2mproving the environment in problematic housi| TO-4/TO-9 13,18
estates

Intervention area 5.3Vodernisation and development agf/stems for TO-11 0,96
creating territorial policies

Towr T ] 8063 |

Source Progranming DocumentOP 2013

On 10 July 2012 the Council of the European Union adopted the Recommendation on the Czech
Republic's 2012 National Reform Programme andobiaion on the Czech Republic's Convergence
Programme for 20121 2015. The Council of the European Union adopted a total of 6
recommendations for the Czech Republic.

1 Recommendation 1 it is not relevant for the IOP implementation, it focuses on addgessin
macroeconomic issues (budget deficit, improving tax collection, reducing tax evasion,
avoiding acrosshe-board cutsn the budgetetc.).

1 Recommendation P it is not relevant for the IOP implementation, it focuses on changes in
the public pension schee to ensure its lorgerm sustainability.

1 Recommendation 3 it is not relevant for the IOP implementation. Matteetated to
sulstartial improvementin availability of affordable and quality psehool childcarearein
the CR mainly within the competence of municipalitiesnd falls underthe Regional
Operational Programmes.

1 Recommendation 4 a link to IOP and OP HRE with the view to strengthen public
employment services. In IOP these matters are covered by Intervention aregpBgnient
services which since the very beginning has faced difficulties in the absorption of allocated
funds. In 2012and 2013measures were taken to accelerate the implementation of projects
(responsible for the implementation was MoLSA CR).

1 Recommendation 5 Adopt andmake effectivethe Civil Servants Act, to ensure adequate
implementation of the new Public Procurement Azensureflawlessuseof EU Funds andb
step up the fight against corruption. Tpeeparationof the Civil Servants At Is within the
remit of the Mol CR and MoLSA CR. EhAct is likely to be adopted in 2G1 The
amendment to Public Procurement Act (Act No 55/2012 Coll.) was incorporated in the I0P
documentation The natters concerninghe flawlessuse of EU Funds were addressed
throughout the year in the framework of crisis management in cooperatiothe®fRD i
NCA (a total of 36 corrective measuressuing from the measures included in the Action
Plan.

1 Recommendation 6 it is not relevant for th IOP implementation. It concerns the system for
quality evaluation of higher education and research institutions which is under the
responsibility of MEYS CR. The evaluation framework aimed at improvements in compulsory
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schoolattendancés within the rerit of MEYES CR but also within the remit akgions and

municipalities. (It is linked primarily to theimplementation of theOP Education for
Competitiveness.

On 9 July 2013 the Council adopted the Recommendations on the Czech Republic's 2013 National
Reform Programme and the opinion on the Czech Republic's Convergence Programme fior 2012
2016. The Council of the European Union adopted a total secommendations for the Czech
Republic.

1

Recommendatiofh i it is not relevant for thé€OP implementationit is focused on eliminating
an excessive budget defigit2013 and in thefollowing years(alink to therecommendatio
of 2012). Essential forlOP is the fact that the expenditure on-fawancing the Structural
Funds programmes was not cut dowr2@3or 2014budget andt was committedn a timely
manner

Recommendatior? 1 it is not relevant for IOP implementationt addresses matters
concerningthe reduction ofhigh labour taxatiorby shifting the taation to thoseareasthat
affectingthe growthto a lower degree

Recommendatior8 i it is not relevant forlOP implementation it deals with raising the
retirement agda link to the recommendatior? of 2012), associated measures promoting
employability of senior persons and measures that would markedly improve the -cost
effectiveness of health care

Recommendatiot i a link to IOP aad OP HRE with the view to strengthen public

employment servicetseethe recommendatiordt of 2012). The question of increasing the
availability of childcare facilities is irrelevant foOP, it is addressed by Regional Operational
Programmes (sdberecommendation 3 ¢f012).

Recommendatiorb i see the recommendation5 of 2012. With respect to combating
corruption, in January 2013 tii@overnment approved the updated -@otiruption strategy for
2013 2014. Its crucial element is the amendment to the Public Procuremen{A&ttNo
55/2012Coll.). The Civil Servants Act will begreparedmost likely in 2014. As concerns
betteradministratio of EU funds in the programming peri@d14 2020,the MRD i NCA
has be working othe uniform methodological environment in keeping wite Government
Resolution No345 of 15 May 2013.In the course 0£013 the following methodological
guidelines were @proved for preparation of programming documemsles of management
and coordination of the Partnership Agreeméortevaluation creationand use of indicators
eligibility of expenditure and their reportingsk management guideline for managinghe
calls, evaluation and selection of projediethodological documentsave beerwompiled on
monitoring, award of public contractpublicity and communication, and preparation of
guidance documents of programme®ore methodological guidelines will bdrafted in the
first half of2014.

RecommendatioB T it is not relevant for IOP, the recommendation falls within the remit of

MEYS (evaluation framework for primary educatjamproving the system of accreditation
and funding of higher educationinstitutons performancebased funding for research
institutions.

RecommendatiorY i the recommendation concerniripe reduction ofa high number of

regulationsof professions is not relevant for IORleasures on improving the energy
performance of buildings and industries is partly relevantl@P, Intervention aregb.2
Improving the environment in problematic housing estateyity 5.2b Regeneration of
residential buildings
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2.2 Compliance with Canmunity legislation

The IOP MA issues controlled documentation covering the entire IOP system of implementation
which is in line with the CR and EU legislation. The system of controlled documentation as to its
content and formal aspects stressestmpliance with the rules of:

competition,

award of public contracts,

state aid,

generating revenue by projects,
environmental protection,
promoting equal opportunities.

= =4 —a —a —a -9

Rules of competition

Funds intended for the Programme implementation are consitbebedpublic fundsTheir provision
is subject to the relevant EU rules and national legislation governinmithie contracts anstate aid.

The central state administration authority ensuring the support and protection of competition is
pursuant to At No 273/1996 Coll. the Office for the Protection of Competition. As defined in Act No
215/2004 Caoll., on regulating certain relationships in the field of state aid, as amended and in Act No
137/2006 Coll., on public contracts as amended, the OPC alsoesnthe coordination and
monitoring in the field of public contracts and state aid. By amendments to Act No 215/2004 Coll.
implemented through Act No 109/2009 Coll., including the folgw implementing Decree No
465/2009 Coll. of 15 Dec 2009 and Act N8622012 Coll., the central register of de minimis aid was

set up in the Czech Republic, in which starting from 1 January 2010 all the providers are obliged to
enter the data on de minimis aid.the framework of IOP, this obligation is applicable to ln¢gtion

area 3.1 Social integration services, activity 3.1c) Social economy, where the assistance is provided by
MoLSA.

The observance of the rules of competition is incorporated in eligibility checks of applications for
support, in risk analysis of prajes and checklists for the conduct of administrative checks atttteon

spot checks. An obligatory component of the call for project proposals and the Handbook for
Applicants and Beneficiaries is, in line with the IOP Operational Manual, the informatipohbic
procurement and state aid rules.

Public procurement

All the beneficiaries are obliged to proceed in line with Act218@/2006 Coll. which reflects the
European Directives 2004/17/EC and 2004/18/EC governing the award of public contracts.

In order to supplement the Iplic procurement rulegshe IOP MAin 2013issued the Methodological
Guidelines Na38, 42 ad 45. Sismmary information on methodological guidelines is given in Chapter
2.4,

In IOP, all the tenders (public contracts beyond the esadpthe Act on public contracts) and public
procurement procedures are subject to control. The beneficiary is obliged to present all the documents
for a tender or a public procurement procedure. In the event the applicant/beneficiary has not
commenced thdender/public procurement procedure as yet, it is the duty of IB to check the
supporting documents to this public procurement procedure/tender and the correctness of procedures
prior to its publishing (announcement). The IB completes the checklist dvatakess an opinion on

the tender or public procurement procedure, and discusses the detected deficiencies and proposals for
corrective measures with the beneficiary.
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The checks of tender/contract documents are carried out on a sample also by the 10BriléA o
prevent mistakes in the course of public procurement procedure.

State aid

In IOP the state aid is provided at the following levels:

9 aid compatible with de minimis rule pursuant to Commission Regulation (EC) No 1998/2006
on the application oArticles 107 and 108 of the Treaty to de minimis aid; it applies to activity
3.1c), (when the aid is granted by MoLSA,; since 1 January 2010 the providers of de minimis
aid shall register in the central register of de minimis aid every provision of daimaid no
later than 5 working days following the issuance efrecision on providing a grant,

9 aid granted in Intervention area 5.2, activities related to regeneration of residential buildings,
approved by the European Commission on 10 December 30D@dision No K(2008) 7845,
the European Commission confirmed that the proposed aid scheme constitutes state aid as
defined in Article 107 para 1 of the Treaty of the Functioning of the EU, the aid is granted by
MRD CR.

On 19 July P12 the MArequested the launch of pnetification of the change of support N 342/2008,
approved by Commission Decision C(2008) 7845 of 10 December 2008, consisting in the addition of
JESSICA financial instrument. The process of notification was completed on Z#\yaa13by the
issuance of the Decision of the Commission on changes in the original stetbexite

The European Commission approved the extended period of application of the regional .aid map
Based on the conditions laid down in the prolonged regiaithmap, the regional support can be
granted in the territory of the Czech Republic until and includihdune 14.

The European Commission in its Decision24f October2013 statal that the prolongation of the
regional aid ma20072013until 30 June D14 fulfils the conditions laid down in the Guidelines on
national regional aid for 208%3 and is in accordance with the extended period of application of these
Guidelines as provided for in the Guidelines on Regional State Aid for2D14

Stateaid related matters are monitored in projects:

91 during the project eligibility check, one of the specific project eligibitityteria is the
assessment as to whether the project complies with the state aid rules for the respective
intervention area,
basedn the monitoring reports on the progress of project implementation,
during the control of applications for payment,
during the project risk analyses
during exante, interim and egost checks of projects,
during the audit on a sample of opavat condcted by theAudit Authority,
when investigating the suspected irregularity.

=a =4 -a_-a_-a_-2

Revenuegenerating projects

Pursuant to Article 55 of the General Regulation a revgenerating project means any operation
involving:

1 aninvestment in infrastructure the wdavhich is subject to charges borne directly to users,
9 the sale or rent of land or buildings,
9 any other provision of services against payment.
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The IOP Operational Manual lays down the procedures for rexggnarating projects, the total costs
of whichare higher than EUR 1 million and that simultaneously meet other conditions as laid down in
Article 55 of the General Regulation. In IOP the procedures for revgenerating projects required

by the General Regulation are applied to all the project®ifdtal forecast expenditure, as stated in
project application, is higher than or equal to CZK 20 million.

With respect to sound financial management, the simplified procedures are applied to projects in
which the total forecast expenditure, as statetiénproject application, is lower than CZK 20 million
and which also generate revenues.

Table 24- Overview of calls inlOP, facilitating the submission of revenuegenerating projects

1%t call of MoH 3.2a 7. 5. 2008
2" call of Mol 2.1c 1. 12. 2008
1% call of MoC 5.1a, 5.1b 5.12. 2008
2" call of MOLSA 3.1a 13. 7. 2009
2" call of MoC 5.1¢c 25. 6. 2010
9" call of MRD 4.1d 29. 6. 2010
6" call of MOLSA 3.1b 31.5.2011
7" call of MoLSA 3.1a 7.7.2011
3 call of MoC 5.1b 24.10. 2011
13" call of MRD 4.1b 14.12. 2011

Source IOP MA

In 2012 and 2013 only the calls for projects not generating revenuepuigished
Environmental protection

Directive 2001/42/EC of the European Parliament and of the Council of 27 June 2001 on the
assessment of the effects of certain plans and programmes on the environment is transposed into the
Czech body of law by Act No 100/2001 ICoon the environmental impact assessment and on
amendments to some related laws (Environmental Impact Assessment Act), as amended.

Within the IOP, matters related to the environment are considered for the first time during the project
eligibility check when the potential negative impact of the project on horizontal criteria, namely also
the environment, is checked. In case of a negative impact, the project is rejected from further
administration.

When evaluating the quality of projects, account isemalof the positive impact of project
implementation on the environment. The IOP OM gives a list of various types of activities which can
have a positive impact on the environment and which always have a neutral impact on the
environment. The positive impaon the environment is given preferential scoring and subsequently,
during the following administration and controls fulfilment and sustainability of these impacts are
monitored.

The monitoring reports and progress reports, submitted by the benefaoarprise information on
the progress of fulfilment of environmental criteria.
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A positive environmental impact is made by implementation of projects under:
1 Intervention area 3.2 use of environmental friendly materials and technologies with lower
energy rguirements,
1 Intervention area 3.4 prevention of fires and ecological disasters,
1 Priority axes 4A and 4B projects promoting sustainable environmeifi@ndly tourism,
1 Intervention area 5.1 projects using environmental friendly materials and techmedognd
alternative energy sources for the renovation of cultural monuments and their operation,
1 Activity 5.2a) i projects, in which more than 50 % of eligible expenditure is channelled to
enlargement and renewal of greenery
9 Activity 5.2b)i projects focged on improving energy performance of buildings.

IBs are obliged to monitor the environmental impact of the project:
during risk analyses,

during exante, interim and epost checks of projects,
during the checks of monitoring reports,

during the checkef progress reporting,

during the checks of applications for payment,

when assessing changes in projects.

E R I

Promoting equal opportunities

The principle of promoting equal opportunities is applied in line with Council Regulation (EC)
No 1083/2006.

Within the IOP, matters related to equal opportunities are considered for the first time during the
project eligibility check, when the potential negative impact of the project on equal opportunities is
checked. In case a negative impact on equal oppbesiné ascertained, the project fails to meet the
eligibility criterion and is rejected from further administration. When evaluating the quality of
projects, the IOP OM gives a list of various types of activities which can have a positive impact on
equal opportunities and which always have a neutral impact on equal opportunities. The positive
impact on equal opportunities is given preferential scoring and subsequently, during the following
administration and controls fulfiiment and sustainability of theg®cts are monitored.

The monitoring reports and progress reports, submitted by the beneficiary, comprise information on
the progress of fulfilment of equal opportunities.

A positive impact on equal opportunities is made by the implementation of grimject
1 Intervention area 3.1l social integration projects,
91 Intervention area 3.2 projects on prevention of social exclusion of persons disadvantaged
due to their health status or age,
Intervention area 3.8projects on employment services,
Activity 5.2a)1 building of pavements and paths with wheelchair access,
Activity 5.2b) 1 construction of wheelchair access to residential buildings;
Activity 5.2 ¢)1 projects focused on Roma communities aimed at the elimination of causes of
their social exclusion.

= =4 =8 =9

IBs are obliged to monitor the impact of the project on equal opportunities:
during risk analyses,

during exante, interim and epost checks of projects,

during the checks of monitoring reports,

during the checks of progress reporting,

during the checkef applications for payment,

when assessing changes in projects.

E R I ]
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2.3 Problems Encountered in Programme Implementation and Measures
Taken to Overcome Them

2.3.1 Probems identified by the Audit Authority, the SAO, the European Commission

Audit of the European Commission
Audit of the European Commission 8011/CZ/REGIO/J4/870/8

Focus of the audit On 127 16 September 2011, the Director&@eneral for Regional Policy of the
European Commission conducted audit No 2011/CZ/REGIO/J4/870/8 at dieAdthority, or atthe
Delegated Audit Bodyand also at the IOP MA, IOP Intermediate Bodies and at selected aid
beneficiaries

The main aim of the audit was to obtain assurance that activities performed by thAuthditty and
bodies on which it redis comply with the requirements laid down in Council Regula(ié€) No
1083/2006 especially with Article62. It also aimed to evaluate the reliability of results of activities
carried out by the Audifuthority that are presented in the Annual ContrepRrt and in the Annual
Opinion The final report from the audit was received by the IOP MABApril 2013.

Audit findings: All the findings referring to théOP wereclosedby DG Regiq except for the finding
related to project No C2Z. 1. Oréchnkal assiftiabdeMoC.IBBO 1 3 1 i
The EC requests a financial correction in line wit®@ COF07/0037/03to the extent o5 % of the

contract valueThe correction carerned two public contracts, where the contractors Wareo d u k | n 2
spol el nos ndAGekt,ass . r . o. a

Implementation of measures The corrections in project NdCZ.1.06/6.1.00/01.0013were
addressed by the IOP MA with the PCA and the Audit Authoritthef MoF CR On 3 December

2013 the required correction was accounted for by the PCA and according to the IOP MA the finding
was closed

Audits of the Supreme Audit Office
Audit No12/360f SAO

Focus of the audit On 26 Aug 2013, the SAO Board approvid twudit conclusions from the audit

No 12/36 called fAFunds used for the purchase an
covered the project No CzZ.1.06/1.1.00/03.05334 c
verified whether théunds used for introduction and operation of the system of data boxes (hereinafter
referred to as the DS) were used in an effective and economic way and to what extent the required
objectives were accomplished.

Audit findings: The SAO findings indicate that the Ministry of Interior of the CR failed to impartially

evaluate whether the introduction of the system of data boxes brought the expected benefits in the
form of cutting short the duration of procedures at public authsrdind more effective performance

of their activities. By the end of the audit the Mol CR failed to purchase licences for the DS software
and databases. The sustainability of the DS is
pogta ( hefreerimed tted as the LP) until the end of
the Mol may be exposed to the risk of more challenging conditions for the selection of a supplier.
According to the SAO finding, tdtea,Acst. Npo. ,3 OWH i2cOh0
postal licence holder in the territory of the CR, to act as the only possible supplier towards the Mol.
This situation placed the LP into an advantageo
Mol. The Ministryof ht er i or signed a contract and sever al a
s. p. in the manner that made it impossible for the Ministry to influence the prices charged for the
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services. The SAO in its conclusion from the audit No 12/36 did notatst&iolation of budgetary
discipline.

Measures taken On 17 Sep 201,3he IOP MA commenced a public administrationtbe-spot check
No 57/2013/I,focusing on the achievement of objectives of Smalinistrationstrategy and 10P
indicators in Intervetion areal.1.As of 31 Jan 2014 the check was still under way

In this projectthe IOP MA has registered an irregularity ever since thguiirter of2011based on
the audit on operation N@3/11/005DAB, which quantified the certified ineligible expande
associated with the award of public contracts at AZ862098. The Tax Office, uponhe received
motion, conducted a control and bBAug 2012imposed a levy upon the beneficiafhe Tax Office
recovered CZKL 76477797, equalling the SF sharend CZK 31143141 equalling the SB share of
funds On 18 Oct 2012 an individual correction was accounted for in this project in line with the
ACR 2011in the amount o€ZK 11817053, which correspond® the SF shareand CZK2085362,
which correspond® the SB share of funds

Audit No13/120f SAO

Focus of the audit The SAO Board on its meeting held 2iDec2013approvel the audit conclusion
fromauditNo 13/12AFunds spent on the preparatisystemofi mpl er
basic registersi. The audit f ociuRegster oblnhabfiante j e c t
(hereinaft er Olo poh magect NdCZ.1.@6/1.5.60/0F0BB9ORegistr of Rights and
Obligations(her ei naft er r BROA Jand erdprojeco No £2.1.06/11¢00/08.05891

Information Sysemof Bas s Re gh esrt eeirrsadf t e r ISBRR JThe mudieconcdantoatedhan A
procedures of preparation, implementation, operation and administration of referred to.phgjetts

30 Jun 2013 the Mol and the National Registers Authorityer ei naf t er referred t
spent a total of CZKL 602 92537 on the referred to activities and expenditure amounting to CZK

556 655 928vas audited.

Audit findings: The Mol caused a delay in the launch of operation of basic registers by drawing up
addenda teender documeation provision of additional information and by concluding a contract on
implementation olSBR only after a yearoflowing theissuance othe decisionon selection othe

best bid by which it violated Act No137/2006Coll., on public contracts (Public Procurement Act)
The delays were also brought about by decisions of the OfficéhédProtection of Competitign
which revokedthe decisions othe Evaluation Committees on selection of the bess md ROl and

RRO.

The Mol delegatetb the NRAthe responsibility ensuring data centres, where the technology of basic
registers should be placethe NRA was pressed for time when it concluded contractsrowision of
services of data centrelsie to the necessity to sdrve the deadline fahe basic registergoing live

The NRA did not examine whether notthe use of other centres would be morstedfective

The way of financing the operation of basic register20t3 - 2015 period was approved by the
Resolution No 661 of the CR Government of 12 September 2012 on providing financial support to the
operation of basic registers20132015period As to the conditions for financing from the EU funds,
the sustainability of basic registepsojects br the period of five yearshall be ensuredy the end of

the SAO audit, the way of financiraf the operatiorof basic registers i2016- 2018 period in order

to ensure the project sustainability has not been identifitdr a one year of operatioof basic
registers, the ISBRerformed its function, i.e. facilitadean access to basic registers @neluse of

data stored thereithe ROIlkept the data on natural persp®RRO was prepared in keeping with the
concept of managg theacces®f all agenda information systems and their users to the basic registers'
servicesNonetheless, thBRO failed to meet the objectives of its refereseetion since it could not

use the reference data on legislation obtained frormthes ofeCollectionprojector the information
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helping to optimise the public administration processdsainedfrom the projectcalled Process
modelling of agendasecausethese projects have not yet been completed

Opinion of Mol CR to the SAO audit finding:

The SAO inagreement with the Mol stated that the operatioR0f, RRO andISBR projectsat the

time of the auditvas stable anthet the expectations in terms of impact and efficiency. The operation
of basic registers was in compliance with the Act on basic registers launcledubn2012 and at
present the basic registers are, together withirtfteemation system of data boxes @rthe Czech
POINT system, an indispensable part of the Cegsbvernment.

Controls of basic regisers carried out by the Mol CR and IOP MA

The IOP MA or the Mol CR Intermediate Body carried out controls of all projects of basic registers
In 2013 the Mol CR imposed financial corrections in the course of controls of tenders for an
implementor ofRRO, RO and ISBR. The finding was confirmed by the Audit Authority within the
audit of operation2013.

Based on the results of tleentrol of tenders fathe Mol CR the IOP MA decided to carry out a
control of all approved tenders ascantrol of completeness of documents 267 tenders anch
physical check in a total &44tendergletter with Ref. NoMV-816571/0OSF20130of 1 July 2013).

By the end oR013those tenders were checked, the funds of which were certifi2@ili® @ltogether
129tenders. If a deficiency was identified, financial corrections were applie@013 a total of142
checks of public contracts were commenced32rcases administrative shortcomings were detected
and in 11 public contractsnaerror was identified which resulted in arapplicationof financial
correction.

Mol CR controls all tender documatibnbefore the launch of theontract awarar tender procade

in the amount of CZK00000 or more therefore it tries hard to prevent thecurrenceof ineligible
expenditurelt checks thedlocuments before the contract is signed with the contractor if the expected
value of delivery exceethe amount of CZK4999999 and after the contract with the contractor is
signed.

Audit s of operations2013

In 2013 the audit of operationgas conductedby the Audit Authority of the Ministry of Finance of

the CR (hereinaft el)in 69efojets undedlOPt Qf theatetal humized 069A A 0

audits, 46 were closed with no corrsans Altogether23 projects with a finding were reported in the

ACR 2013and the irregularities were registered MSC2007system These irregularities were in
accordance with the currerversion of theMethodology of financial flows and controls of
programmeso-financed from the Structural Funds, Cohesion Fund and the Eurbjstaries-und

for theprogrammingperiod 20022 0 13 r egi stered af. Aconfirmed irre

The error rate ofOP, ensuing from the ACR fa2013,was set by the AA &.46 %,which represents
the share of ineligible expenditure reported by the AA in the total votfirmedited certified
expenditure included in the sample of audit of operations in the periodL.fioh2012to 30 Jun2013.
At the sanetime, the AA quantified the extrapolated correctior2&8 %.

Table 25- Overall impact of correctionsin IOP

CZK 649201323577

CZK 381030108446
CZK 9368950590
CZK 55 77961274

Source ACR2013

The IOP MAquantifiedthe individual corrections by individual IOP [Brant providey.
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Table 26- Individu al correction for audited projects by ministry

Mol 62992230,75
MoH 24739382,65
MoC’ 1038907,19
MoLSA 0
MRD?™ 4918985,30

M

Source ACR2013

The higheswalue of individual corrections was reported in 14 of IOP. In this intervention area a
total of 12 projects were audited 9 projecs ineligible expenditure was identifiedlhe most pressing
issue was the violation of Act Nb37/2006Coll., on publiccontractsi inappropriately set technical
gualification requiremenjsdisregard of3E principle, inadequate transparency of the process of
assessing the qualification criteria of a public contract

In Intervention area8.1 and 3.3 of IOP, 3 projects wee audited that had no impact on eligibility of
expenditure In Intervention area3.2 of IOP, 9 projects were auditedin 4 projects ineligible
expenditure was identifiedhe individual error rate in this intervention area is to the highest degree
causedby findings in2 projects where the AA auditors claim that the contracting entity failed to
appropriately examine the existence of due competition between the respective. Biduersction

of 25 % of the value of the public contract vegupliedfor this error. Neither the OP MA, nor the IBs
agree with this findingbut the AA did not take into the account the arguments presented in the
challenge procedure

In the IAs that fall under the competence of the MR (or the CRD CR), altogether 10
irregularities were registered aatoin this casghe most frequetyt identified findings consisted in
violation of provisions of Act NdL.37/2006Coll., on public contract§ discriminatory behaviour of

the contracting entity during the assessment aatlation of recommended bideappropriately set
evaluation criterigsetting out the qualification requirement in contradiction to the Public Procurement
Act.

Findings based on the keecksperformed by the MA and IBs

In 2013 the IBs and MA carried out #tal of 1 332 checlks of projects andhecksof delegated
activities (controlscommenced and completed 2013), of which 1 021 checkswere completed as
positive withno finding and311 as negative with a finding he total volume of expenditure of CZK
11000341490 was subject to leecks The volume of ineligible expenditure identified bhecks
amounted to CZK12124310.

In total, 1 506 checkswere completed in 201@hese are controls commenced in previous periods and
completed in2013), of which 1 117 checkswere completed as positive witto finding and389 as
negative with a findingThe total volume of expenditure of CZKk4 058186199 was subject to
checks The volume of ineligible expenditure identified byecksamounted to CZK365933977.

Of the number othecksconducted ir?2013 ¢ommenced and completed 2013) 264 checkswere
performed orthe-spot, of which 259 checkswere completed as positive witio finding and 5 as
negative with a findingMoreover, a total 069 checkswere carried out49 were completed as
positive withno finding and10 as negative with a findingin 2013, #ogether301 onthe-spot checks
were completeqchecks commenced in the previous periods and complet2dliB), of which 286

° Pursuant to Government Resolution 567 of 31 July 2013 the performance of the duty of the Intermediate Body and
grant provider for Intervention ardal of IOP was as of 1 November 2013 delegated from the Ministry of Culture to the
Ministry for Regional Development.

10 Corrections relate to the grant proviaé the Ministry for Regional Development, the role of the Intermediate Body is
played by the CRD
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checks were compied as positive withno finding and15 as negative with a findindn addition, a

total of 66 checks were performed as monitoring visi4 checks were completed as positive with
finding and12 checks as negative with a finding

Ranking among the mogtgnificant findings are incorrect procedures pursued by applicants and
beneficiaries in the award of public contracithough all the contracts are mostihecked already
during the award proceduyréhe problems faced in the implementation of tenderd award
procedures have a significant impact on successfoipletion ofimplementation of projects and
absorption of fundsThe Intermediate Bodies in cooperation with the Managing Authority apart from
timely control, which makes it possible to rectifie errors in tenders, offer consultations to applicants
and beneficiariesFrequenterrors include the failure to meet the deadlines for submission of
monitoring reportsineligible expenditure and activities in the projedate provision of informatiomn
substantial changes in the projenadequatdiles of the project

In 2013 the IOP MA commencesB checks andefore 31 Dec 2013 the IOP MA completed 46
checks focused on the performance of activities delegated to the Intermediate B8dishese

checks were completed with a findinihe most significant and most frequent findingsre the non
compliance with the set out procedures and deadlines and the failure to enter the topicalSlata in
Monit7+, insufficient ensurance of audit traihcorrect or insufficient use of checklist¥he IOP MA

also performed checks as a response to complaints filed by beneficiaries or upon request of the CRD
Intermediate Body

In the course of 2012n extensive antrol of control activities and aontrol of the sample of tenders
were carried out at the Mo(the protocol was handed over to thediteein 2012). The following
findings from this ontrol concerned the delegated activitidhe Mol failed to provide for systemic
ensuring of conditions for keeping #le documents, it failed to obtain all the required documémts
the controland did not conduct the fowyes beck of selected tender§he Mol failed to use the
updated versions athecklists included in the IOP Ofér controls thus did notadequatelyerified
the public contracts. The followingontrol of the sample of tendeperformed at the Mol in 2013
revealed thathe Mol did not apply financial corrections findings as required by the applicable
conditions This situation was remedied priorttee certification of expenditur2013.

2.3.2Design of management and control systems

Transfer of activities from the MoC CR

On account of unsatisfactory state of play of the implementation in Interventios.areader the
responsibility of the MoC,he IOP MA pursuant to the Government Resolution36@ of 31 July
2013transferred the delegated activities of the Intermediate Body to the GFR&Ehd CRDCR. This
change is described in detail in Addendum Nio the Agreement on delegating the taskshe IOP
Managing Authority to the MoC as the Intermediate Body in the framework of IOP implementation
for the period2007%2013.

The reasons behind the adoption of this meaaueghe following

1 Until May 2013 the MoC IB approved only 29.6 f the dlocation in Intervention are.1
and reimburse@6.5 % of the allocation

1 The MoC IB extended the deadlines in many procedures, mairiyeinontrols of award
procedures, approval of extra wopdpproval of the notification of a change approval of
invoices

1 Inthe ' quarter 02013 the MoC IB refused to reimburse the beneficiaries' invoices pursuant
to the amendment to Act N&18/2000Coll. This step caused huge difficulties to beneficiaries,
resulted in suspension of financjr@@ncelation of camacts by contractorgoing pasthe due
dates, omsanctionsDespite the arguments raised by the IOP MA and MoF CR, ithigti®n
prevailed until the end of Marc013
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2.3.3Staffing of the Programme

Table 27- Provision of administrative capacity broken downby the IB

IOP Managing Authority + MRD CR departments involved in IOP MA activi 63,60 15,10 5,95
Centre for Regional Development of the CR 46,76 6,08 2,41
Ministry of Interior of the CR 22,23 9,84 7,58
Ministry of Culture of the CR 11,81 NR NR
Ministry of Labour and Social Affairs of the CR 21,61 3 3
Ministry of Health of the CR 24,00 5 4

| me |z

Source: Report on the provision of administrative capacities of IOP implementation structure for 2013

With regard to the transfer of activities from the MoC CR to the MRD CR and CRD CR in accordance
with Government Resolution N867/2013of 31 July 2013 a total of 18 posthave beernransferred

from the MoC CR of which 6 posts to IOP MA andl2 posts to CRD CRwhich resulted in an
increased number of hired employees in both the bolidhe monitored period the number of IOP

MA staff rose due to the preparation of the new programming period

Also in 2013 the key issue of IOP staffing was its high turnoliee IOP MA continued to work on
t h Analysis of administrative capacities angtgourcingof IOP Intermediate Bodi@sMore detailed
information on the conducted analysis of ensuring the administrative capeoiiesn in the chapter
c a | Ewaldaion of the Programnie .

The IOP MA is aware of the commitment ensuing from Chagt@rof the IOP Programming
Document i Administratie capacity which stipulates the anticipated target number of IOP
implementation structure staff &79 FTE. In 2013 this number was exceeded .01 FTE. In the
upcoming periodthe IOP MA shall continuously monitor the administrativpaty and step by step
decrease the number of employees across the implementation structure

Progresss made in the implementation of IOP and2@14more calls will be published, applications
for support will be evaluatednore demanding requirementgll be placed on control activities
especially with respect to public contraaad contrary to the original assumptions the need to ensure
administrative capacitieemairs.

2.3.4Reinforced risk management of NCA

On 4 Jul 2012 the Government bg iResolution No 498 approved the document submitted by the

Nati onal Coordination Authorityi EropbsedeMMeasiddi s ky
Promoting the Accomplishment of Objectives of t
document wasollowed by two Resolutions of the CR Government, namely ResolutioB8Yof 22

May 20130n the Evaluation of the management of risky operational prograrameéshe subsequent

Resolution No726 of 18 Septembe20130n the Analysis of the state of plaftbe European Funds in

20077 2013period and proposals for measures

" The MoC CR transfer of agenda to the MRD GRhe CRD CR as of 1 Dec 2013 and termination of
employment as of 31 Oct 2013.
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The above mentioned Resolution B87 stipulated a plan of actionthe so called Action Plan of the
Integrated Operational Programrfi®P), and the Minister for Regional Developmenas tasked to

inform the Government of the CR on the state of play of fulfilment of tasks laid down in this Action
Plan

The IOP Action Plan comprises five monitored areas of implementdtiowhich partial tasks were
assigned

1. Fulfilment of n+3/n+2 rule,

2. Absoption capacity

3. Implement#on of IOP,

4. Administrative capacity

5. Management and control system

The CR Government and the NCA were continuously informed on the state of play in risk
managemennamelythrougha document providing information to the Governmenthmstatus as at

10 July 2013 and 10 November2013.The dsolute majority of taskaereaccomplishedn the course

of 2013 Thereare just a few partial, but imponth tasks to be completed, regardinginly the
absorption of funds and certificatiofits relaunch by the BEC Detaied information on
accomplishment of individual tasks throughoQf.3is given in Annex Nat.

2.3.5Crisis management of selected intervention areas

2.3.51 Sleeping and risky projects oflOP

The IOP MA in cooperation with the Intermediate Bodiesluly 2012started toimplementthe
system of monitoring and management of sleeping projects (the dates of implementatibthare
edge offeasibility) and high-risk projects (difficult communication with the beneficiary and serious
shortcomings in observing the deadlinasjistarted tchold discussions witproblem beneficiaries on
crisis timetables of implementatiofhe evaluation of projects that face diffites is a component

part of the Action Plan for improving the system of management and control in the framework of the
Structural Funds in the Czech Republicformation on this evaluation was forwarded to the CR
Government in a separate documdming lesting difficulties with the implementation of projects
relate mostly to beneficiaries from among the government agencies

In the course 02013 the IOP MA, within its regular evaluation, drew up a document adopted by the
Government Resolution N&67 of 31 July 2013,which requested the conduct afdetailed analysis of
crisis management of problematic projects dmel provision of information on these stepsthe
Minister for Regonal Development

Based on regular evaluation, carried out by individuétrmediate Bodiesand after the control
performed by the I0P MA, as d31 December2013 three sleeping projectsn the amount of
approximately CZK697 milion and fourteen risky projects in the amount of approximately CZK 3.1
billion were registered

Table 28- Overview of sleeping anchigh-risk projects in the period from 30 Nov 2012to 31 Dec2013

High-risk Total
NUTTED \(qlume in Number Volume in million
million CZK CZK

Status of projects from the survey

as of 30Nov 2012 4 1111 40 2833 44 3944
Status of projects from the survey

following the adoption of measures 2 253 11 1138 13 1391

as of 25 Mar 2013
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High-risk Total
Volume in Volume in million
Number i Number
million CZK CzZK

Newly identified projects from the

Status of projects from the survey
following the adoption of measures
as of 28 Jun 2013

2

1

428

99

5

8

1274

1546

7

9

1702

survei as of 25 Mar 2013

1645

Newly identified projects from the

Status of projects from the survey

0

9

2552

9

2552

survei as of 25 Aui 2013

survey as of 6 Jan 2014

following the adoption of measures 0 0 11 2879 11 2879
as of 28 Jun 2013

Newly identified projects from the

survey as of 30 Sep 2013 ° 1100 ! Larr 12 2517
Status of projects from thesurvey

following the adoption of measures 3 697 7 1372 10 2 069
as of30Sep2013

Newly identified projects from the 0 0 7 1599 7 1599

Source:

2.3.52

Totalasof6Jan2014 | 3 | 6w | 14 | 250 [ 17 [ 327

ISMonit7+IOP and IOP MA in cooperation with IBs as of 31 Dec 2013

Measures taken to ensure the fulfilment oh+3/n+2rule

Overview of measures to ensure the fulfilment afi+3/n+2rule

In 2013 the so far largest volume of expenditure tmbe certified due to the concurrencenef3 and
n+2rule. The absorption forecast made at the beginning of 2013 estimated the loss of allocation in the
amount of CZK 5 bhillion. Thanks to the adoption of multiple measures, the loss of allocation was
sucessfully reduced to EUR 1 to 2.17 million under the Regional competitiveness and employment
objective. Under the Convergence objective, there was no loss of allocation. The final amount of loss

will be

known only after the application of Article 95 of tBeneral Regulation is considered by the

European Commission.

Measures taken to minimise the loss of allocatio20ih3:

Redesign of procedures with the view to shorten the deadlines and elitheateplicate

Use of good and bad practieeamples from the administration of applications for payment
Consultations on thapplicationsor paymentand monitoring reports prior to their submission

Cutting short the stages so that at least some of the expenditure can be checked, reimbursed

Effective control of tendersapplications for paymenend Notificatiors of a change
(modification) inorder to eliminate delays in admineion ofapplications for payment in the
critical months ofthe 2"and3“ Q 2013

Monthly meetings with representatives of financial sections of Intermediate Bodies so as to
identify the causes of delays in administration and to propose solutions

1
activities
1
1
to Intermediate Bodies
1
and certified ir2013
1
1
1

By means of new tabs MONIT information system which enable more detailed monitoring
of status oftenders and Notification of a change, to identify projects facing problems in
administration
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2.4Changes in the Context of Programme Implementation

Socib-economic changes

In the course of 2008013 period the Czech Republic witnessed considerable -wmtinomic
changes in consequence of the global economic crisis. The development is illustrated in the table
below:

Table 29- Developmentof basic socieeconomic indicators in20071 2013period

EIEIEIEIEEED

Increase/decrease in GDP (%) 5,7 3,1 -4,5 2,5 1,8 -1,0 -1,4

Average annual inflation rate (%) 2,8 6,3 1,0 15 19 3,3 1.4

Job applicants (ths gfersons, data as of]

31 December of the given year)

Share of uneployed personé, data as

of 31 December of the given year)

Share of unemployed persa(iis %,

annual average)

State budget balance (in billion CZK,

difference between revenues and - 66,4 -19,4 -1924 | -156,4 | -142,8 -101,0 -81,3

expenditure)

State budget balance in % of GDP

(current prices)

Government deficit (surplus) in % GBEP| -0,7 -2,2 -5,8 -4,7 -32 -4.4 -25
Source CSQ MoLSA and MoFstatus as ofl0 Feb2014

354,9 352,3 539,1 561,6 508,5 545,3 596,8

4,5 4,5 7,1 7,4 6,8 7,4 8,2

5,0 4,1 6,1 7,0 6,7 6,8 7,7

-1,8 -0,5 -51 -4,1 -3,7 -2,6 -21

Following a steep growth of GDP in 20@807 period (annually by more than 6 % on average), the
year 2008 marked rning point: From the"quarter of 2008 to the"2quarter of 2009 the Czech
economy was in recession, while in tHédRiarter of 2009 the situation changed and since that period
until themid-2011the Czech economy exhibited growth recovery. The 2840 already showed an
overall recovery of the economy, the annual GDP growth (2.5 %) was higher than tha28f(E10

%). In 2011, the GDP rose again by 1.8 % (in EU 28 by 1.7 %), the growth, however, gradually
slowed down and from the end of 2011iutite end of 2013 the Czech economy underwent shallow
recession.

In 2012, the GDP dropped by 1.0 % and also the situation in relation to the EU deteriorated (in EU 28
the decline was only 0.4 %). This trend continued also in 2013, when further deapPoby 1.4 % is
anticipated, namly on account of the downswing of fixed capital investments (stagnation in EU 28).
Despite the growth in 201Q011,the level of GDP in 2013 still failed to reach the preecession

level at the turn of 2008 ad 2009 Accading to the MoFoutlook the GDP should grow in 2@
(estimated growth af.4 %) and also ir2015 (+20 %).

As concerns theegional GDP (NUTS 2 regions) there were no major changes in ZW2 period

(the data for 2013 are not available), a stronglgnichant position is still held by Prague, with GDP

more than twice as high as the average GDP per capita in the CR (208 %). The other regions reach the
values of 80 % of average GDP per capita in the CR, the highest GDP is reported by Southeast
(over 91%) and Central Bohemia (89 %) regions, the lowest GDP is reported by Northeast (81 %),
Central Moravia (82 %) and particularly Northwest (78 %).

121t serves for the verification of fulfilment of Maastricht convergence criteria (the deficit should be below 3.0%); the
increase in 2012 was influenced by the methodology to the degree of approximately 1.8% (church restigpansf EU
funds for cerin operational programmésat was not reimbursed).
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In 2007 2012 period,the average level of GDP per capita in purchasing power standar@®PS, EU
28 = 100%) inthe CR nowdid not increase;both in 2007 and 2012 it reached the level of &1 %.
None of the NUTS 2 regions falling under the Convergence objective in 2003 period (7 regions)
exceeded in 2012 the value of 75 % of average GDP per capita in agcpawer standard (PPS,
EU 28 = 100 %); the level of and exceeding 70 % was reached only by Central Bohemia (around
72%), Southwest (just above 70%), Southeast regions (78%) and Moravigilesia (just above
70%).

In terms of structure, the GDP in 2D and 2013 was driven primarily bgreign trade results
whereas the consumption expenditure of households and fixed capital investments dropped. In 2013,
as compared to 2012, the exports rose by 2.8 % and the imports by 1.4 %, the balance of wade at th
end of the year reported a surplus of CZK 350.8 billion, which means -®ygaar increase by CZK

45.1 billion. The share of expsiih GDP (current prices), which in 2000 accounted for 63 %, reached
almost 82 % in 2013 (e.g. only 50 % in Germany).

After two years ofgrowing industrial production (2010 and 2011) in 2012 there was a drop by 0.8
%, the industrial production reached approximately thergmession level of 2008 (in 20@®12 it
grew only by 0.2 %). In the course of 20fBadual recousy of industrial production was obvious, the
year 2012 reported an increase by 0.5%.

The year 2013 was the fifth year in a row in which the declineostruction industry output was
reported, namely by 8.3 % yean-year; in 2013 the construction industry compared to the boom in
2008 dropped by 25 %, a downward trend was reported also in the value of newly concluded
construction contracts and the volume of housing construction.

The decreased consumption of households and the government sector led also in 20idhtgegrar

drop in the sales in servicesin 2013 the saleim services decreased in real terms yaayear by0.9

%; growth was reported only by transport and storaggommodation and food services, and
administrative and support activitietn tourism, in 2013 the number of guests in collective
accommaodation establishments rose by 1.6 % and exceeded the level before recession, the number of
overnight stays fell by .8 % on account of ever shorter average number of overnight stays. The
number of overnight stays in 2013 was still lower tha2d@7i 2008.

Despite the economic recovery in 262@11,the labour market continues to feel the consequences

of recession.The number of the employed dropped not only in 2009 (by 1.4 %), but also in 2010
(drop by additional 1.0 %), a slight increase of employment by 0.4 % was achieved only in 2011 and
also in 2012 (increase by 0.4 %). In 2013 the MaHook (January 2014) recks with the growth of
employment by0.9 % thanks to an increased numlmérparttime jobs and decline in the number of
hoursworkedper personin 2014 and 2015stagnation of the growth of employment is anticipated

Due to the fact that since 2009431 thousand persons) the population ageés45has been on a
permanent decline (in 20227 229 thousand persons, 2003 156 thousand persons), the economic
activity rate of this age group has been showing an ongoing growth: 2007 = 69.8 %, 2010 = 70.2 %
and2013 = 72.8 % (the EU and CR aim to achieve the level of 75 % acre28)EU

The rate of unemployment(MoLSA i share of the unemployed in population, population aged 15

64) in the 2007 2013 period increased, from 4.5 % in December 2008 to 7.4 % inribece010.

Some improvements were seen only in 2011. Due to the economic recession, though, the
unemployment rate grew again, both in 2012 (to 7.4 % in December 2012), and in 2013 (to 8.2% in
December 2013). As of 31 Dec 2013 the Labour Office of the GRteged a total of 596.8 thousand

job applicants (an increase by 69 % compared to 2008).

For the sake of comparisaie unemployment rate reported by Eurostatin December 2013 in the

CR reached the level of 6.7 %. Cpanedto the EU 28 average (10.7%he unemployment rate in the
CR is still lower (the CR ranks among 5 countrieswith the lowestunemployment rate in tHeU).

Annual Report of the Integrated Operational Programme for 2013

51/205



MINISTERSTVO
PRO MISTNI
ROZVOJ CR

‘ ‘ 10P - KVALITA ZIVOTA IINTEGR_O‘{ANV n EVROPSKA UNIE o ﬂ’.
oe I PROGRAM SANCE PROVAS ROZVO) (- @
From theregional point of view, the unemployment rate in the CR continues to vary a Iptvith
the highest level (December IX) inbs t 2 n a d 1.5.%, lDéomoud 918 %) and Moravia

SilesiaRegion (1.5%); and with the lowest unemployment rate, on the contrary, reported over a long
period of time in Pragué(1%), Central Bohemia6(9%) and Pl &4k r egi on (

The adverse development of economy had as a matter of fact no significant impact on the
implementation of IOP in 2009 2012 period It is mainly due to the fact that the predominant part of

aid beneficiaries is constituted by public sector entities (centralnégtration authorities, regions,
municipalities and organisations established or founded by them), which were much less affected by
the crisis than the businesses or NGOs. There were ndrctite state budget in expenditure on
financing the operationgrogrammes cfinanced from the EU funds. Nonetheless, the government
austerity measures directed from 2011 at reducing the state budget deficit and government sector
deficit are conducive to savings both in the operating costs and investments alsovidtiahd
ministries; a visible implication of this situation was e.g. the decision of the Ministry of Interior of the
CR to terminate the preparation of the major project called the National Centre for Emergency
Preparedness and Training of Units of thednated Rescue System (Intervention area 3.4 of IOP, the
project accounted for roughly 4 % of the IOP allocation); the change was approved by the
Commission decision on IOP revision of 23 Dec 2011.

A positive phenomenon was the dillv level of averageannual rate of inflation in 2009 (1.0 %), in

2010 (1.5 %) and in 2011 (1.9 %). According to the CSO the average annual rate of inflation in 2012
increased to 3.3 % (due to higher VAT rate), while in 2013 dropped to 1.4 %. The referred to
development has positive effect on the prices of construction works, purchase of technologies,
equipment and machinery for investment projects in IOP.

Negative effects were caused liye fluctuation of the CZK/EUR exchange rate which is
manifested in the variability ahe total volume of allocated funds expressed in Czech crowns. The
development of the exchange rate is shown in the table below.

Table 30- Development of CZK/EUR exchange rate in2007%2013period
Average daily nominal CZK/EU

exchange rate for the year
Source MoF, staus as ofl0 Feb2014

27,76 | 24,96 26,45 25,29 24,59 | 25,14 | 25,98

The Czech crown angliro exchange rate in the past two ydarstuatedfrom 24.7 to 25.9 CZK/EUR

and showed a tendency to deprec{@e2012the exchange rate depreciated2® %,in 2013by 3.2

% on average A dramatic change occurred aghNov 2013, when the CNB launched its forex
interventiondn the effort to maintain the exchange rate aroinadiével of27 CZK/EUR {n 2014 the
exchange rate should reach the leve2 68 CZK/EUR). This development has a positive effect since
it will help exporters to offset the foreseen slowdown of foreign denfafidct on the growth of
exports in December023). A negative risk is the prospective impact of higher than expected inflation
on householdconsumption

Amendment to legislation

Amendments to legislation adopted from 2009 to 2012 (in 2013 no amendments were actually
adopted) brought about simplification or specification of the interpretation with respect to the
implementation of the programme (amendments to EU legislation) oesexgied the necessary
legislative basis for the implementation of selected parts of IOP (basic registers, data boxes, central
register for de minimis aid).

Positive effects were in a number of cases brbaghut byamendments to the General Regulation
No 1083/200§amendments by Regulation No 284/2009, No 539/2010 and No 1310/2011) and to the
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Implementing Regulation No 1828/2006 (amendments by Regulation No 832/2010 and by Regulation
No 846/2009). Positive for the IOP implementation were especiallyrtiem@ments to the General
Regulation, namely to Article 48 (possibility to justify the revision of the programme only by an
analysis), No 55 (simplification in reverigenerating projects), No 57 (monitoring of sustainability of
projects only in infrastruare and productive activities), No 67 (specification and simplification of
information required in annual reports, progress in financing and implementation of financial
engineering instruments), No 78 and 78a (specific requirements for the statemepeiditexe
regarding financial engineering instruments), No 82 (modification in the amountfifigmeing) and
No 93 (modification of n+3/n+2 rule), which are followed by amendments to the Implementing
Regulation.

In 2012, the implementation of measutesreduce the legislative barriers to the implementation of
Structural Funds and the Cohesion Fund in 202820 programming period (Government Resolution

No 610 of22 Aug 2012) was launched. The relevant amendments to legislation (budgetary rules in
patticular) were not made in 2013 as originally expected, due tdabision tadissolve the Chamber

of Deputies andhold new elections.

Changes in the IOP documents
Revision of the IOP Programming Document

The IOP Monitoring Committee at its extraordig meeting held or26 Sep 2013 approved the
proposal for revision of the I0P Programming Document as defined in ABRRlef Council
Regulation(EC) No 1083/2006.The revision of the Programming Document was made upon the
request of the Member State ftire following reasonsa) the consequences of significant secio
economic change®) the aim to more or differently reflect major changes in the Community pem®rit

or national and regional prioritieg) the account taken of evaluation pursuant to Artdde(3) of
Council Regulation(EC) No 1083/2006 and d) in consequence of difficulties during the
implementation

The changes concerned the following areas

1 Inclusion of two majorprojects( i Pr e s of ¢hd Rie Rescue Service of the Czech
Republic for floodsod and ol ncreasing flood
and pr ompnewvantiomarea 3.4 Services in security, risk prevention and management,
Internal reallocation diunds between the priority axes|afP,
Reallocation to the Operational Programme Prague Competitiveness
Changes in the implementation structufeconcentrating the audéctivities of operational
programmes at the Ministry of Finance of the CR dueedalibcontinuation of activities of the
Delegated Audit Body folOP (Resolution of the CR Government 8@1),
1 Inclusion of the tdlding Fund in the IOP implementation structure da¢he amendment to
Act No 211/2000Coll., on the State Housing Developmédfiind (SHDF) responding to the
need to apply the developid&SSICAfinancial instrument in the GR
1 Specification of rules for ensuring a comprehensive restoration of monuments in Intervention
areab.1 National support for utilising the cultural heritagetential
1 Change to calculating the EU contribution from the total eligible expenditure in order to
ensure efficient allocation of funds
1 Changes in target values of indicators as a result of the actual development in the respective
intervention area

=A =4 =4

The IOP MA elaborated proposals for a change in gboitthe Methodological guideline of the NCA
on the revision of operational programm@307 2013, the IOP MA proposals were continuously
commented upon and consulted with the PCA and NCA
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The newversion of the IOP Programming Document was approved by the IOP Monitoring Committee
by per rollam procedure dhOct 2013.The Ministry of Environment stated in its written opinion of

15 Oct 2013 that the inclusion of the major project of the Fire ResBeevice necessitatedhe
initiation of aSEA screening proceduid the submitted version of IOP

The IOP MA entered the Programming Document with tracked changes, the proposal for changes and
the accompanying letter to the European CommissidtS@ on 15 Oct 2013.

On18Nov 2013 the IOP MA received the interruption letter referring to the necessity to conduct the
SEA screeningThe conclusion of the screening procedure conducted by the Ministry of Environment
was entered iIMSC on23Dec2013

The Canmission Decisioi©(2013) 949%oncerning the adoption oévision of the IOARProgramming
Documentwasissuedon 16 Dec2013.

The information on revision of the IOP Programming Document was disseminated to all the bodies
involved in the programme implemition, who also received its electronic versidie |OP
Programming Document is available laitp://www.strukturalnifondy.cz

Update of IOP OM and MA OM
In 2013 thelOP MA made two revisions of the IOP Operatioktdnual

Revision 1.4 took effect on2 Jan2013,and revisionl.5 was applicable froml Nov 2013 The need
for this revision arose due to the change in delegated activities in InterventioB.hr&8incethe
revision concerned only the areas of activity of the MA and NI6Tthe revision of the ®s of the
other IBs was not launched

Concurrently, on 1 Nov 2013he MA issued the revisioh.3 of the Operational Manual of the MA
which reflects the changesaate in the IOP OM

Update of IB OM

As a follow up to revisiori.4 of IOP OM, applicable from2 Jan2013, a revision of Operational
Manuals of all the IOP Intermediate Bodies took platie revisionl1.6 of the Methodological
Guideline No 18which gives a description of work procedures, was issued byRfe CRon 10 Jul
2013. With regard to the transfer of delegated activities in Intervention &fedhe CRD CR is
drafting the respective part of the MG W8which will be completed in thirst quarter 0f2014.

Simultaneously, the validity of the MoC IB OM expired ag8dfOct2013.

A summary of IB OM updates 2013is given in the following tabte

Table 31- Summary of IB OM updates in2013

CRD 16 10.7.2013 Newly drgﬂed is the part of MG NbB concerning
Intervention are&.1
Mol 15 25.1.2013
1.6 1.7.2013
MoH 14 1.8.2013
MoOLSA | 1.5 26.4.2013
MoC 1.3 15.4.2013 Expiration ofvalidity of the OM as 081 Oct2013
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Update of the Manual for implementation of JESSICA financial instrument

In the course oR013 the IOP MA drew up three updatef the Manual for implementation of
JESSICAfinancial instrumentin orderto take into account the so far gained experience and to
supplement the list of towns with approved Integrated Urban Development Plans, in which the
implementation of projects supported from JESSICA FI is foreseen. The last revision 1.4 came into
force on19 Dec 2013.

Methodological Guidelines and Binding Opinions of IOP MA
Methodological Guideline No 36A change in the text of IOP OM annex A3 Work procedures in
IOP IS

The date on which the obligation to enter the Notification of a change Mol8t7+ arises was
changed in the Methodological Guideline.

Methodological Guideline No 3A change in the text of IOP OM annex A2271 Selection criteria
of IOP.

The Methodological Guideline updates the annex to the IOP Operational Mant22? Se&lection
Criteria of IOP and corrects administrative mistakes made during the revision of this Annex as of 2
January 2013. It consists in the change of specific eligibility criteria and project quality evaluation
criteria in Priority axis 5 National suport of territorial development, in Intervention area 5.1
National support for utilising the cultural heritage potential. The IOP MA also made sure that the
check of specific eligibility criteria and project quality evaluation criteria were conductet iwith

the criteria approved by the IOP Monitoring Committee.

Methodological Guideline No 38A change in the text of IOP OM annex €.61 Checklists for the
checks of public contracts murant to Act No 137/2006 Coll.

By issuing the Methodologicdbuideline No 38 the IOP MA rectified the administrative deficiency
made in the annex to the IOP Operational Manual -C6 5/ Checklists for the checks of public
contracts pursuant to Act No 137/2006 Coll., where a part of comments frormdheouhd of
comments procedure failed to be incorporated in the final document.

Methodological Guideline No 39Cancellation of the exchange rate reserve

In the light of a large volume of unabsorbed funds and a high level of savings, the exchange rate
reserve to cosr the CZK/EUR exchange rate fluctuations is no longer necessary. This Methodological
Guideline lifts the obligation to keep the exchange rate reserve as of 2 May 2013.

Methodological Guideline No 40Adding to the IOP Operational Manual version 1.4 Amnex B.3

27 Work procedures for the administration of payments, update of Anne& YW.8rk procedures in

IOP IS and the new Annex B-3 Procedure for entering recoveries in Monit7+.

The Methodological Guideline specifies and complements the proced@iresiministration of
applications for payment, tenders and revenues, and introduces a new annex on the administration of
recoveries.

Methodological Guideline Nd1 Update of chapte€ Checks of the IOP Operational Manual

The MG updated the whole chaptér 6 Irregularitiesin response tdghe issuance of update of the
Methodology offinancial flows and controls of theprogrammesco-financed from the Structural
Funds the Cohesion Fund and the European Fisheries Fund f@rdageammingperiod 20072013
taking effect froml Sep D13.
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Methodological Guideline No 48pecifying the text of the Annex C1% to the IOP OM Checklists

for Public contracts pursuant to Act No 137/2006 Coll.

It consists in the modification of thenecklist for checking the course of public procurement in the
negotiated procedure without publication pursuant to Act No 137/2006 Coll., on Public Contracts

(Public Procurement Act) , as amended (hereinaft
Handbook for Applicants and Beneficiariglthe Methodological Guideline specified that these are
checklists to the Public Procurement Act , i n fo

headings of individual checklists was replaced by thefeemwar d pr ocedur eo.

Methodological Guideline Nd3 Update of Annexeé.3-8 Work procedures itOP

The Methodological Guideline specifies the entire content of the annex in response to progress
achieved in implementation of the Programme

MethodologicalGuideline No44 Update of IOP OM chaptds. 3.4 Certifcation ofexpenditure under
the Structural Funds

The MG updates some parts of chaj@eB.4 and the respective annexes in response to the issuance of
update of the Methodology of certification of exyliture for the programming peri@d@072013with
effect from1 Sep2013

Methodological Guideline Nal5 Update of chapteC. 5. 1. 2Checklists of the IOP Operational
Manual

By issuing the MG, the MA responds to the communication from the National Authority for the
Coordination of NSRF (NCA) ofi4 August 2013 concerning the standardised checklists for the
performance of verificationgursuant to Articlel3 of Commission Reguteon (EC) No 1828/2006,
used by the IOP MA ever sin@l August2012. According to the NCA opinion, the standardised
checklists do not have to be used separately any provided therelevant questions are incorporated

in the individual checklists of theIA/IB . At the same time, the MA made a revision of checklists for
ex-ante, interim ad ex-postonthespot checkgverifications)pursuantto Article 13, which follows

up on the EC audit finding of Apri013.

Methodological Guidelines N86-40 and 42 44 were incorporated in the revisidn5 of IOP OM.

Binding Opinion No 7 Binding opinion on the administration of changes in projects (detailed
definition of changes which have an effect on the compliance with the Decision on providing a grant
and the Condiions in the submission of Notification of changes in a prdjgche beneficiary).

Through this Binding Opinion the IOP MA defines the changes that have an effect on compliance with
the Decision on providing a grant and the Conditions.

Binding OpinionNo 9 Binding opinion on reducing the risk of a failure to absorb the allocatidf in
5.2

Through this opinionthe IOP MA adopted measures to reduce the risk of a failure to absorb the
allocation for Intervention area2 Improving the environment iproblematic housing estates and to
safeguard the observance of 3E principle
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2.5 Substantial modification under Article 57 of Regulation (EC) No
1083/2006

The chapter describes the cases of substantial modifications pursuant to Article 57 of Council
Regulation (EC) No 1083/2006 on durability of operations.

In 2013, no problems with durability (sustainability) of projects were reported. Any modifications,
which are to be conducted during the implementation and the period of durability of the sraéct,

be immediately notified in writing by the beneficiary to the MA/IB on the form entitled Notification of
changes (modifications) in the project.

2.6 Complementarity with Other Instruments
2.6.1Achieving synergies

The synergy is a material interaat between two projects submitted under two different OPs by the
same applicant or by two different applicanise joined implementation of which would produce
greater effect that when implemented separately.

2.6.11 Synergies by thematic area

Based o n t he project i mpl emented by t he NCA AEN
programmesin2062 0 13 programming periodiA and based on
programmes and intervention areas were identified which by the type of suppciitétes create

synergy, and they were divided into thematic areas.

In IOP the following thematic areas can be monitored:
1 Smart Administration(IOP - OPHRE)

Synergies are created with projects under Interventiondates the Operatiod ProgrammeHuman
Resources and Employmembnetheless these synergies are not officistigulated The system of
coordination of building theSmart Administrationin connection with the IORnd OP HRE was
ensured byentrusting the administration of respectivetpaf the operational programmes to a single
Intermediate Bodyreporting to two different Managing Authorities, namely the IOP WD CR)

and OP HREMA (MoLSA CR).

Under OP HRE two projects are implemented:

The project focusing on the provision of staffiiog processes of data mining for creation and
consolidation of master registers of insured persons and their individual accounts with reference to the
basic public administration registerBart 1.

The project focusing on the provision of staffifgr processes of data mining for creation and
consolidation of master registers of insured persons and their individual accounts with reference to the
basic public administration registerRart 2.

In IOP aproject is implemented which focuses oreation of information and communication
interface of the Czech Social Security Administrai@$SA) for the purpose of providing
information to clients.
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1 Roma related matterglOP - OPHRE, OPEC),

It concerns pjects implemented under IUDPs in IOP. The IUDPs in IOP are primarily concentrated
on regeneration of residential buildings and revitalisation of public spaces (IOP 5.2), nevertheless they
can be supplemented by projects financed from other operatiamgidaprmes. These projects are
awarded 10% preferential points. The information is available in MSC2007, more details are included
in individual IUDPs. The lists of approved projects are included in annual monitoring reports on
progress achieved in IUDPs. &ttivity 5.2c) the obligation of a synergy with a project under 3.1b of
IOP or 3.2 of OP HRE is directly stated in the Programming Document.

1 Improving public services quality and accessibil{t{oP - OPHRE)

The projects under Intervention area 3.1@P have synergic links to intervention areas of OP HRE
and IOP, it concerns the synergy A) in the focus of support and B) with support projects.
A) Synergies in the focus of support:

1% and & call for Intervention area 3.1, activity c)
Synergyi call No 30 of OP HREGIobal Grant CZ.1.04/3.1.6 Social economy, Intervention area 3.1).

The applicant can submit an application for support to financing a single (joint) business plan in two
programmes (investment activitieginanced from IOP, noimvestment activitie$ financed from OP
HRE).

3“and 6 call, IA 3.1 activity b)
Synergyi call No 55 of OP HREIntervention area 3.2 Support of social integration of members of
Roma localities) for applicants from among municipalities.

Only projectamplemented by municipalities in selected social localities linked to the focus of support
of Intervention area of 3.1 b of IOP can be submitted under this call.

Synergyi call No 19 and A8 of OP HRHntervention area 3.2 Support of social integratidn o
members of Roma localities) (Global Grant CZ.1.04/3.2.1 Support of social integration of members of
Roma localities) for the applicants from among-poafit organisations. Call N&9 has no direct link

to IOP andprovidessupport also the organisatiotigat did not apply for support from IOP. Call No

A8, on the other hand, has a direct link to it and focuses exclusively on organisations supported from
IOP.

Synergy- activity 5.2c of I0Panticipates the pilot links activities in the field of regeneratién
buildings and activities in the field of social inclusion, human resources and employment with the
view to improve the living conditions in socially excluded Roma community.

Call No2 and No7, 1A 3.1 ativity a)

Synery 1 call No 87 of OP HRE(Intervention are&.1 Support of social integration and social
service$ for applicantsespeciallyfrom among the group of social service providielsconcentrates

on prepaation ofthe process of transformatiom services provided inommunity

Synerg 1 call No C1 of OP HRE (Intervention are&.1 Support of social integration and social
service$ for applicants from the group of social service providessipport is channelled directly to
services arising from the transformatioe. the communitpased services created also thanks to the
support fromOP. The link tolOP s indirect
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B) Synergies with support projects:

A synergy is created with individual projects of OP HRE which by their focus assist in the submission
of projects to IOP, IA 3.1 as the so called support projects.

2"and 7" call, IA 3.1 activity a)

Project No CZ 1.04/3.100/04.00002 Support of the transformation of social services, Intervention area
3.1 of OP HRE focused also on support for the developmEtransformation plans which are a
necessary preondition for submission of projects under tH& @nd 7" call of MoLSA in IOP.A

synergy can also bereated with the followp project Transforméion of social services (CZ
1.04/3.100/04.00009)which provides support to organisations using tl# for preparation of
community servicem future careful planning of the process mfrisformaion.

Call No3 and Na6, 1A 3.1activity b)

The ©project No CzZ.1.04/ 3. 2. 00/ 5istegtatio® OfssocidlliC o mp r e |
excluded inhabitants of the town of Most and its inhabitants at risk of social exclusion in thefisociety

was submitted in call N65 of OPHRE. Core activities of the project comprise inter alia the provision

of social service caltk Low-threshold facility for children and youth agé8 i 26. The activites of

this facility areperformed in newwremisegseconstructed under th@P.

Call Nol and No8, IA 3.1 ativity ¢)

The project NoCZ.1.04/3.1.00/04.0001Bupport of socialentrepreneurship in the CRvhose
intention is to test the support structure for future and existing employers in social entrepreneurship
sggment in the CR and concurrently to help identify an optimal concept for support of social
entrepreneurship in theRCand thus to create necessary prerequisites for implementing the social
economy as a standard tool of social policy gudicy of support forentrepreneurshiprhe project
focuses primarily oriesting the support of social entrepreneurship in the form reétwork of local
consultants and experts/couches who provide customized consultancy on social entrepreneurship
Secondarily, the project seeks to contribute to a conceptual approach to the topic, nhamely by means of
creation of a set of indicators thatliv@ssist in recognising a social enterprise andhtegration social
enterprise This tool will subsequently be used for the purposes of policy for support of social
entrepreneurshif he projectvas launched oh Oct 2012.

9 Tourism, publicity and markeng (IOP - ROP)

In Priority axes 4a and 4b no projects are implemented that demonstrate synergic links to projects
implemented under ROP.

9 Utilising the cultural heritage potentia({lOP - ROP)

For the purpose of the annual report the synergic linkshbynatic area are monitored in detall
through the NCA forms attached to this Annual Report in Annex No 1.

2.6.2Exploitation of the other EU financial instruments

In I0P, a pilot implementation aJESSICAfinancial instrument is under way in Interventiarea 5.2

Al mproving the environmenft The final ecipettd carmabtain soft h o u s i
(preference) loans for regeneration of residential buildings, or for provision of modern social housing

In 2012 in accordance with Articld4 of Council Regulation(EC) No 1083/2006 the Holding Fund
(hereinafter referred to as the fiHESSICAfimaacal added
instrument as a separate accounting unit of the SHOR 26 October 2012, tHOP MA issued the

Decidon on providing a grant and Conditions for tHE, based on which the allocation amounting to

CZK 609869489 intended for theriancial instrument wasansferred to the HF

Annual Report of the Integrated Operational Programme for 2013

59/205



MINISTERSTVO
PRO MISTNI
ROZVOJ CR

INTEGROVANY

[ ) 5 EVROPSKA UNIE ﬂ.
M. IOP - KVALITA ZIVOTA II OPERACNI n EVROPSKY FOND PRO REGIONALNI ROZVOJ q Y o
PROGRAM SANCE PRO VAS ROZVOJ

Implementation structure of JESSICA financial instrument

One of the key tasks 2013 was to complete the implementation structureJBESICAfinancial

instrument iNOP. The last component in its implementation structure ishtie@n Development Fund

(UDF), which offers soft loans to final recipients. In accordance with CoungiuRRgon (EC) No
1083/2006Article 44 and Council RegulatiofEC) No 1828/2006Articles 43-46, the HF shall select

in a tender the UDF administratddn 27 February2013 the HF finished the preparation of tender
documendtionand the contract with the UDd&Iministratoyincorporated the comments raised by the

PCA and MA and results of consultations with ¢t
noticei form to the Public Procurement BulletirOn 28 February2013t he A Contr act not
published and sent to the Official Journal of the @&D). At present, the required information and
downloadable files for submission of bidseposted at the contracting entity profile (SHDF), with the

closing date for receiptf bids on23 April 2013, at 10.00a.m. Due to the requests for additional
information andts compilation the contracting entity extended the deadline for receipt of bid2antil

April 2013, 10:0G.m. Within the deadline the contracting entity receiee bid only and o May
2013announced the cancellation of the award procedimeas advertisedagain on 4 July 2013, once

the comments of IOP MA were acceptatd other modifications were made in tender docuatiemnt

On 10 Septembe013at 10:00am. the deadlinéor submission of bidsextended due to the request

of potential bidders for additional information from the contracéntity, expired.Immediately after,

the envelopes were opened at the SHBF)(in the presence of two observers fro@Pl MA. Three

bids were submitted blgiddersand theEvaluationCommittee reserved a week for examination and
evaluation of bidsThe deadline had to be prolonged due to two rounds of requests for additional
information As at1 October2013 the UDFadministrabr was selected, namelfo mer | n2 banka,
The contract between ttiB and SHDF was sighed @1 October2013.

The tender was done in accordance with Actll¥@/2006Coll., on public contractsin the contractual

period within 30 days of ghing the contracthe UDF presented a proposal for the business plan,
which was, after account was taken of comments raised by the HF and IOP MA, approved by the IOP
MA on 20 December 2013. Subsequently, on 21 January, 2084UDF administrator starteith

receive applications for soft loans fralBSSICAfinancial instrument

Extension of IUDP zones

For the purpose of implementation dESSICAfinancial instrument inOP, the IOP MA decided to
develop new Integrated Urban Development PAI®P), or to extend the existing zoneldJDP is a

vital prerequisite for the absorption of funds frdESSICAfinancial instrumentOn 16 July 2012 the

IOP MA announced a call for submission of applications for IUD# call was open to athetowns

in the CR which meet the condition of having the populatiomofe than20 thousand peoplelhe
IUDP document for the purpose of implementation JASSICA financial instrument could be
submitted by towns implementing the IUDPI@P through assistarg, and by towns which did not

use thisopportunityearlier The application for approval of IUDP could be submitted (28iMarch
2013. A total of thirteen applications were submitted, of which seven applications concerned the
extension of the existingJDP zones, whereas five towns submitted an application for approval of six
new IUDP documents. Following the evaluation of formal requisites and eligifitP MA, on 20

May 2013 allthe thirteen applications were approved by the I0P .NiA2013 47 IUDPs were
implemented irt1 townsunder IOP

Management and Control System of the HF

On 14 January2013 the IOP MA received from the HF a proposal for the Management and Control
System (MCS) for implementation QfESSICA financial instrument After a tedinical meeting
between the IOP MA and the HF, the IOP MAX&February2013received a modified version of the
MCS. In the course 02013 more versions followed with incorporated comments of IOP. MiAe so

far last versionresponding to the involvement &B, a. s.in the implementation structure of
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JESSICAfinancial instrument idOP, was on 7 January 2014 forwarded by the HF to the IOP MA for
approval

Monitoring

The implementation o§ESSICAfinancial instrument igegularly verified The IOP MA every two
mont hs submits to the | OP Monitoring Committee t
and on activities in the progress of implementatiodEBSICAfinancial instrument i O Pefiery six
monthsissue t he fAReport olnOPRamp|lecmeantaty o@ar otfihGP AR Annu .
which comprise chapters on the implementation of financial instrumel@$®in

The HF provides a report on its activity through the quarterly Monitoring Repdite IOP MA
received all the monitoring reports 013in due time from the HF and all the reports were approved
once the comments were acted upls a followup to the monitoring reportsf the HF, the IOP MA

always elaborated an updated risk analy&jssigring the contract with the UDF administrator tHE

has undertaken to forward the monthly and annual monitoring reports, containing also a template,
which is directly forwarded by the HF to the IOP MAn the course of @3 technical meetings
between the R and the IOP MA on implementation @ESSICA financial instrument were
continuouslyheld

Publicity of JESSICA financial instrument

On 15 February2013 in connection with the preparation of thentract award procedufer the UDF
administrator, the 1 OP MA i ssuedESSICAFuUipld@Re, of w
which is a component part of the source documents focdah&ractaward procedureOn 5 March

2013 a meeting with journalists was held concerning prublication of a public contrafir the UDF
administrator The HF, or the SHDFE subsequently launched an information campaign advertising the
conditions of support froldESSICAfinancial instrument inOP. On 28 June 2013, for the sake of
support of absrption capacityt he HF publi shed the HAMarketing s
instrumento and carri ed outthetowns withapprovedlDPdb s or pt i
autumn 2013 the HF had promotional merchandise produced and brochuredeafiéts printed
presentinghe JESSICAfinancial instrument

On 7 and 13 November2013 another round of seminars for IUDP managers in IOP took place in
Prague an®lomoug on the occasion of which the representatives IOP NIASHDF andKB, a. s.
spokeabout the implementation of JESSICA financial instrument. The managers were informed about
the state of play of the project and introduced to the selected UDF administrator.

2.6.3 Integrated Urban Development Plans

Setting the evaluation criteria forthe selection of IUDP projects

The system of selection of projects is taken care of by the IUDP Management Committee, it is
stipulated by the AMethod of project selectionh
respective call of the muniafity for submission of applications for support. The duty to select the

IUDP projects in a transparent, equal and-discriminatory manner is laid down in line with [UDP

rules by the Agreement on ensuring the IUDP implementation. Ranking among otletiofd of

the municipality vis'-vis the IOP MA is the obligation to respect the conditions of the call announced

by the IOP MA for Intervention area 5.2, to publish the system of project selection, to send the
supporting materials for the selection objects prior to the announcement of the call as well as the
results of project evaluation with all relevant supporting materials.

The projects recommended by the town are submitted by applicants to the CRD for the standard check
of eligibility, formal requisites, risk analysis and potentialaate orthe-spot check.
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Current status of IUDP implementation

A call for [IUDP proposals was open on 6 Aug 2008 and closed on 31 Dec 2008. Of the total number
of 62 towns that met the condition of the nhumber of population, 41 towns submitted an application for
approval of the IUDP.

From among the submitted IUDPstaal of 6 towns applied for a pilot project and 13 towns in their
projects included matters addressing the socially excluded Roma commtnitie®13, this situation
did not change.

Since 2009He IUDPs have beeimplemented in the following 41 townB.o h u m2 n , Br no, B ¢
Lesk® BudRjovice, LeMxkdt eTkdg2Hhav2D3v,n, HoFdrd ndzerk, H
Chomut ov, Chrudi m, Jabl onec nad Ni sou, Jirkov,
Kromns'Zg, Li berec, Litt, vz2N®whoal aI‘cI@vTBoJie!s%ra,v,OlM@l
Ostrava, Pardubice, P2sek, PSerov, PS2bram, Str
Labem, Vset2n and Znojmo. The pilot projects ar e

PSer ooKladi® mand Most.

Table 32- Data based on concluded Agreements on ensuring the implementation of IUDP

IUDP funds tota(CZK) 9 607 000000 CZK
Total eligible expenditure revitalisation of public spacd€ZK) 4 164 000000 CZK
;I'g;a:(l)ellglble expendituré regenertion of residential buildings 5 442 000000 CZK
ERDF revitalsation of public spacd€ZK) 3 530 000000 CZK
ERDF regenett#on of residential building§CZK) 1932 000000 CZK
Area of revitalised territory (m2) 4 152989 nt

Number of regenerated apartments (number) 23266 pcs
Energy savings (%) 21 %
Activity 1 revitalisation of public spaces (%) 43 %
Activity T regeneration of residential buildings (%) 53 %

Source Internal analyses of IOP MA

The implementation of IUDPs has been running since 2009.The IOP MA decided to stop issuing
the Decision on providing a grant for activBy2b) Regenetan of residential buildings as 8fL Jan
2013.In cooperation with regional branches of the Centre for Regional DevelopthertOP MA
issued all the necessary Decisions on providing a granthaiséatisfied the demand for support in
projects focused on regeneration of residential buildiktgsce, sine the beginning 02014 the
applicants may apply for suppamly for projects in activity concentrating on revitalisation of public
spaces Since in the past mainly the projects on regeneration of residential buildings were
implemented,the IOP MA beliees there is no reason for not meeting all the demand for direct
assistance in activity on regeneration of residential buildingisnien due to the end of validityf the
regional map of state aid

Throughout2013 the IOP MA regularly inforred the towns uth IUDPs on preparation of the
implementation oIESSICAFI. Starting with Januar2014 the applicants from among the owners of
residential buildings in IUDP zones can apply for a soft loan f3&8SICAfinancial instrumenin

the activity on regeneration of residential buildings

13 Of these 13ownsonly 8townswere assigned points for criterion2.d | UDP i ncl udes a sol uti
excluded Roma lodigyfi .
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Table 33- Information on the actual status of IUDP in2013

Bohum?n| 116498760 64891142 12| 69809421,82] 10| 60396814,22| 10| 55413587,00
Brmo 204163 140| 132191651 17| 7450370005 17| 7450370005 17| 74387648,00
BSecl av| 144127620 52549865 11| 42508561,26) 11| 42508561,26] 11| 42508558,00
Les I|(31® oy | 261405720 172207039 34| 13063730399 34| 13063730399 34| 129168964.24
LeskT T| 160996560, 102529694 18| 96724460,26] 18| 9672446026 17| 82681746,26
DN 2 n 160072 740 99363286 13| 2572574436 12| 2462309886 11| 14770067,00
FridMélst| 288079260, 131658909 31| 9673736340 31| 9673736340 31| 88511234,00
Hav? Sov| 283026120] 171847059 5| 160786664,79] 5| 16078666479 3| 98084064,00
Hodonzn| 169141920 77914692 30| 65002222,51 30| 65002222,51] 30| 6497546468
Hr adec | 262386180 166757542 17| 165071898,62 16| 72356727,57| 16| 7180839264
Cheb 173290 020 93763879 11| 2507548599 11| 2507548599 11| 24149159,00
Chomutov 262838 700|  163148846| 32| 0538444358 32| 09538444358 32| 95015368,00
Chrudim 186991 320 80885134 13| 9094971072 13| 90949710,72] 13| 8625506874
JN"’i‘;’(')‘l’J“emad 171479940 110449070 17| 81269766,59| 16| 8061084659| 15| 8000851591
Jirkov 185332080 100719111 36| 9114988300 36| 9114988300 33| 86046487,00
Karlovy Vary | 147898 620 81536285 20| 4542425466 29| 4542425468 24| 33999818,00
Kar vinsg| 287853000 144575690 3| 10837034336 3| 108370343.36] 3| 92140656,00
Kladno 288431 220| 156207541 18| 15821549430 18| 15821549430 18| 157660699,30
KopSi vn| 175829160 95530603 7| 9396340844 7| 9396340844 7| 7543294400
Kr omDS2| 176709 060 95047137 39| 88573802,56| 39| 88573802,56| 39| 86305944,78
Liberec 250193400| 151356 728 60| 104399686,00 60| 10439968600 60| 103601829,85
Litvzno| 193427160 83883557 16| 6247056300 15| 5313213000 15| 51265671,00
Ml ad§ B| 178519140 96453020 42| 12364710232 42| 123647102,32| 42| 123109738,10
Most 245201 156| 127478479 11| 5316542572| 11| 5316542572 11| 39488447,00
N§chod 175049 820] 106422020, 18| 7929645314 18| 7929645314] 16| 7754378895
Novi Ji| 173491140 92169374 25| 90367069.86] 25| 90367069.86| 25| 9036706352
Olomouc 279556 800|  180492907| 38| 11832129805 37| 11494946705 35| 11345912350
Opava 253587 180| 161906 301 45| 14167447300 45| 14167447300 45| 126778219,38
Orlovs 135680 580 80384748 15| 5971682754 15| 59716827,54] 15| 48700160,70
Ostrava 255873839 164867039 10| 10470652146] 10| 10470652146] 8| 4611006100
Pardubice 263517 480 156798532 41| 8913736412 41| 8913736412] 41| 8759593110
Pzsek 175024 680 99009767 12| 5191311375 12| 51913113.75| 12| 5134599319
PSerov 175854 300 87464147 21| 66507967,34] 21| 66507967,34] 21| 65579627,00
PS2bram 179650440, 128207288 19| 11831600687 19| 11831600687 19| 10340318987
Strakonice 175326 360] 120079601 44| 9329574415 42| 7164537730 42| 7122413031
Tsbor 168513420, 104624057 26| 11664986461 26| 11664986461 26| 11280124250
TSeb? | 182038 740 98102288 30| 7265665836 30| 7265665836] 30| 7067915500
uhers 'a ©| 181013040 89345750 24| 7574187463 24| 7574187463 24| 7492778633
DPstz na| 215223540 110224897 6| 8056072855 6| 8056072855 6| 80560727,00
Vsetzn 182038 740 98122174 30| 5707355053 30| 5707355053| 30| 5666672198
Znojmo 166049 700 96470954 7| 4242116120 7| 4242116120 7| 3418463200

| Toml | 8411371705 4728537901 933 3607923389 924 3469673414 905 3168717626

Source:ISMonit7+as of31 Dec2013
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Status of implementation of pilot projects

The calls for submission of projects are announced in all the six towns.34s0Ec 2013 altogether

68 submitted projects are registered under activity 5SAg)port was granted totatal of 14 projests

in the amount of roughly CZK 64 million in the activity Revitalisation of public spaces and 54 projects
in the amount of roughly CZK 151 million (ERDF+SB) in the activity Regeneration of residential
buildings in socially excluded localities WwiRoma population.

The IOP MAIis not aware ofiny major complications in the implementation of pilot projects and
judging from the outputs, confirmed at the meeting of the WG in December, #2 is no
imminent risk of a failure to fulfil theobjectives of pilot projects.Bearing in mind the places of
implementation of investment projedsocally excluded localiti€s it has been consistently pressing
for quality ensurance of project sustainability

The investmentprojects are often linked to pegts on social inclusigrfinaned mostly from OP
HRE, from Intervention are&.2 Support of social integration of members of Roma communiids
International cooperatiofexchange of experience with social inclugjand from Intervention area
3.1b of IOP. Moreover, in the framework of pilot projects also projects from the Operational
Programme Education for Competitiveness are implemented which fall under Interventidn2area
Equal opportunities of children and pupils

In September2013 the IOP MA patrticipated in the regular meeting EllRoma networkwhere
experiencavith the integrated approach to socially excluded Roma population was presented

2.7 Arrangements for Programme monitoring

2.7.1 Monitoring of the Programme

At the begnning of 2013 two important functionalities werincorporated and launcheid the
monitoring system. The first one enables the MA/IBs to monitor the status of submitted notifications
of a change (modification) in a project, including its impact on the planned absorption. The@eond
facilitates a detailed registration of adnistration of tenders and interliage oftenderswith the
planned stages. Both the functionalities are used by the IOP MA with the view to make more accurate
absorption forecasts and to improve the monitoring of bottlenecks in programme implementation.

In 2013, the IOP MA at the Working Group for financial managerdeattwith the progress made in
fulfilling the absorption forecasts and making more accurate outlooks in the future. To this end the
above referred to functionalities were also used amohtadh was paid especially to applications for
payment delayed in administratiapplications for payment not submitted in time in keeping with the
timetable, delayed public contracts in relation to the planned absgrptidnvolume of planned
expenditue in public contracts linked to the predicted applications for payment.

The IOP MA continued to monthly monitor the progress in absorption forecasts in the light of
fulfilment of n+3 and n+2 rule. At the beginning 02013 the IOP MA made a forecast aitéire
savings from projects based on the actual savibigee the predicted future savings were higher than
the necessary exchange rate resettve IOP MA abandoned its intention to keep the reserve and
decided to make the total programme allocationlabks for absorption

In 2013 also the Management Information System was launched for a data warehouse with the source
of data fromthe MSC20071S. This information system is used by the IOP MA to monitor the
absorptionover time it enables to compare the status of IOP with that of the other @dt
facilitatesthe creation of reports based on the current requirements for monitoring
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2.7.2 Evaludion of the Programme

In 2013, thelOP MA conducted three internal evaluatioimsline with theEvaluation Plan for 2L
that was approved at the"Lfheeting of the Monitoring Committee held on 21 Ne®i2.In February
2014 the reports from these evaluations will be subject to comment pracaidhe Working Group
for evaluation of IOP.

During 2013, corrective measures from the Action Plans from evaluations completed @& 201
continuedto beimplemented

The evaluation called Identification of barriers to financial absorption in Interventon areas3.1
and 3.3 of IOP resulted in the obligation of the Intermediate Body of MoLSA to act upon
approximately 90 recommendations of the evaluator, summed up in the Action Plan from this
evaluation. The recommendations created synergies and complecheath other, the impacts could
not be clearly separated aqdantified. ThavloLSA included one fifth of the recommendations from
the Action Plarin the revised Handbook of Wolkroceduregversion 1.4, approved or2 Jul 2012).
Approximately 15% of recommendations of the evaluator are acted upon by the MoLSA IB in
collaboration with the CRDApproximately 15 % of recommendations from the Action Plane
fulfilled by the MoLSA through revisions of rules for the published cadlisOctober2012 the
revision of the8" call for IA 3.1was approvedn Decembe012a new call fol A 3.3 for activity c)
was publishedThe IOP MA tasked the MoLSA IB to incorporate tbemmentsraised by the I0P
MA in the next revisions Some of the recommendations fromthe Action Plan that should
substantially simplify the rules of calls and speed up the administration of projectsvere with
regard to the necessity to fulfil then+2/n+3rule in 2013 identified as crucialfor acceleraion of
the financial absorption, and under the working title Key measures to accelerate financial
absorption in 1A 3.1 and 3.3 became a separate task for theddSA IB.

The key measures consisted in two binding measures of IOP MA

1. MoLSA IB will markedly simplify and make clear the requirementsfor submission of a
project applicationThis simplification will be integrated into the revision of the Handbook of
Work Procedures (HWP) and into the revision of the Handbook for Applicants and
Beneficiaries

a. MoLSA IB will simplify the definition offinancial and technical limits. The limits
for ratioswill be fixed as &a certain dat¢e.g. the amount of assistance approved by
the Selection Committee) so that the applicants do not havedategllyrecalculate
their projects

b. MoLSA IB will cancel the obligation of beneficiaries to complete tAa
Registration SystenYAdministration of State-Owned Assets formsa least inlA
3.1

c. MoLSA IB will leave out from its procedures the assessmethafonstruction pe
of the project by thdnstitute of Rationalisation in the Construction Industry
(IRCI).

2. MoLSA IB will, in cooperation with CRD, continue to recommend the applicants and
beneficiarieso divide the projectanto stages MoLSA IB will work on a oneto-one basis
with applicants/beneficiaries
Finarcial and project managers of MOLSA IB will evaluate the status of absorption of funds as
at the end of MarcR013.Based on the informatiombout the amount dtinds reimbursed in
the respective stage atige expected volume of funds in ttepplications for payment, the
MoLSA IB will determine whether the amount is high enogggt out thdimit) to complee
the stage at an earlier datee. until July2013. These intentions will be consulted by the
MoLSA IB with the IOP MA and subsequentbyoposed tdoeneficiaries for their wn sake
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(to have the largest possible amount of funds reimburseeé conclusions will also be shared
with the CRD

The key measures contained also tvecommendationsf IOP MA:

1. MoLSA IB will speed up the administratiorlated to théssuance oflegal acts cut short the
time spent bymanagementverifications and signng procedureprior to the issuance of the
Decision on providing a grant/Statement of expenditlitee MoLSA IB saff will use a
checklist.

2. With the view to reduce the number of rejected projects the MoLSA IB will align the approach
to social entrepreneurship within the implementation structuréO8f. MoLSA IB will
organise a singleomprehensivdraining course foall evaluators project managers, CRD
employees and members of the Selection Committee who are involved in a8tihity
MoLSA IB will present the rules and objectives of the call to all the participantsder to
prevent any subjective assessmentrofects

The Action Plan from the evaluation Identification of barriers to the absorption of funds in
Intervention areas 3.1 and 3.3was concluded as 081 Jan 2013.In conclusion wemay state that
with the exception of the progress made in the issuance of legal actslin 3.1 and 1A 3.3, no
significant positive changes were achieved in speeding up the absorption of funds and fulfilment
of n+3/n+2rule.

As to the Action Plan from the Analysis of administrative capacities andoutsourcing of the
Intermediate Bodies of OP 2012 once the Final Report from the Evaluation of the system of
education and training of IOP implementation structure ssafipprovedthe modifications in the
sysem of education and training for the whole IOP implementation strushaié be proposedhe
Report was submitted to the members of the Working Groupvaluationof IOP for comments in
January 2014

The outputs from euations are available omhe following website http://www.strukturalri
fondy.cz/cs/Microsites/IntegrovarP/Dokumenty

Evaluations conducted by the Managing Authority in2013

Analysis of administrative capacities and autscingin IOP implementation structu2913

The aim of the Analysis of administrative capacities andutsourcing in IOP implementation
structure2013wasto determine the actualtotal costs spenbn programme management during the
monitored period fron¥/2012to 6/2013 ad to compare them witthe costsspentin the previous
periods

The analysis followed up on the two previcasalyses Analyss of administrative capacities and
outsourcing of IOP Intermediate Bodies 2011 and Analysis of administrative capacities and
outsourcing in IOPimplementation structure 2012. The financial costs and the performance of
administration were thus monitored during the period of 2.5syfe@m 1 Jan 2011. This longer time
spancoveredas against the previowmnalysisallows for preventing the effects ahcidental and
irregular expenditure and different stage of implementation. The same methodology was employed in
order to facilitate comparisons of progress made in individual monitored periods of six months.

Implementation period: July December 2013
Type of evaluation: internal

Evaluator: IOP MA in cooperation with IBs
Brief summary of conclusions
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By comparing the total financial costs of all IOP implementation structure bodies, as ascertained
through the Analysis for the period fra2ff half of 2012 to 1% half of 2013,and the costs ascertained

by the Analysis from the previous perjotican be concluded th#te total expenditure of the IOP
implementation structure wasslightly decreasing(from 15 %in the 1% half of 2012to 9 %in the1*

half of 2013).

The 25 years of monitoring of expenditure on education and training of the whole IOP
implementation structurestaff shows very different shares of expenditure on education of
employeeswhich is why the difference between the set out eyst of education at IOP MA and its
Intermediate Bodies was evaluatieyl the Evaluation of the system of education and training of

IOP implementation structure staff 2013.

Another indicator is the administrative capacitgmely both in terms of theumber of FTE, structure
and costs of these FTE, and the efficiency wvidgs the allocation

Table 34- Total number of FTE implementing the IOP as 0f30Jun 2013 and turnover rate in the first
half of 2013

MA 58,33 4,00 62,33 19,09
CRD 45,56 5,04 50,8 6,92
MoC 16,75 0,00 16,75 35,82

MoOLSA 22,05 0,00 22,05 4,54
MoH 21,00 1,50 22,9 4,44
Mol 22,63 1,65 24,28 24,71

_loPtoml | 18632 | 1219 sl | usL

Source Analysis of administrative capacities andtsourcingn IOP implementation structure

The principal part of thanalysis consists in assessing the efficiency of individual Intermediate Bodies
by comparing the financial codtsthe actual performanad administration

Table 35- Total financial costs of administration for the monitored period ofl year and performance of
administration in the period from 7/2012to 6/2013

CRD 36551172,00 464 556 446 78 774,08 65 739,52 81 953,30
MoC 13 253 899,0 0 5 49 NR| 2650779,80] 270487,73
MoOLSA 9 861 420,0( 160 76 48 61 633,88 129 755,53 NR
MoH 13 618 516,0 40 41 24 340 462,9C 332 158,93 567 438,17
Mol 16 018 529,0( 8 18 46 2 002 316,11 889 918,24 348 228,84

Source: Analysis of administrative capacities autisourcing in IOP implementation structure

4 FTE = full time equivaleni FTE equals one year of work ohe employee whose activities are dedicated to the given
activity to the degree df00 %
Turnover rate= the number of terminated employment contracts irlthealf of 2013/FTEas at the % half of 2013*100
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The projects administered by individual I1Bs differ predominantly in the volume of financial resources
and thenumber andralue of controlled public contracts. For the sake of higher obiggtikie annual
costsof the volume of submitted and approved projects are compared against the volume of
approved applications for payment In submitted projects the annual costs as against the
volume of projects are the lowest at MOLSACR (CZK 5 223),the highest on the otrary at Mol

(CZK 26 775), whereaghe MoCCR spent no funds on the submitted proje@ise costs per CZK
million in approved projects are the lowest at MOLSACR (CZK 5 345)and the highest at the MoH

CR (CZK 14423). The costs per CZKL million in approved applications for payment are the
lowest at the MOCCR (CZK 761),whereas thegare thehighest at the MoKCR (CZK 15 755).

=
(- i

Another indicator ofthe performance of administration is the number and value of controlled
public contracts.

The largest number of public contracts wasn the monitored periodpproved by the CRDCR T a
total of 2496 contracts of all typesThe largest volume of approved contract§CZK 2.1 billion) at
the CRD CR is reported in the category of contracts outside th scope of Act NaL37/2006Coll.
(a total of443 contract}. At the MoC CR the largest volume of abovehe-threshold contracts was
subject to control (approx. CZK 2.5 billion) - 61 contracts

Thesummaisingand comprehensive indicator compares the annual financial costs with the earmarked
allocation The highest costs of administration of the received allocation in the monitored period
are reported by MoLSA.

Table 36- Financial costs of administration as against thallocation in the monitored period

CRD CZK 16765 095 CZK 19786 077 | 19033131 769 880,84 1039,56
MoC CZK 5207 334 | CZK 7 046 565 |5 757 596 250 904,43 1223,87
MoLSA |[CZK 4772556 |CZK 5088 864 |1 824 011028 2 616,52 2789,93
MoH CZK 5720767 |CZK 7 897 749 |6 212 042 650 920,92 1271,36
Mol CZK9 172731 | CZK 6 845798 | 7840311 294 1169,95 873,15

Source: Analysis of administrative capacities and outsourcing in IOP implementation structure

Note The SF allocation ilEURwas calculated based on the exchange rateIsf CZK 25, the financial costs of CRD were
increased b0 %of the MA costs in line with the methodology in Chapt&r

The aim of theanalysis was to ascertain the total costs of Programme managdém&wecember
20117, the total annual costs of IOP reached the value of CZKL.328 million, in December2012
they equalled CZK 1188 million. Since the total annual costsd@12were by CZK 14 million lower
than in2011,it can be stated that the to date rate of absorptiomplies with the available volume of
funds allocated to technical assistance of the Programmagf the existing trend continuestil the
end of the programming periatthere is no risk oéxcessive absorption tfe IOP TA allocation

Evaludion of corsistency of monitoring indicators with IOP objectives

The aim of the Evaluation of consistency of monitoring indicators with IOP objeeta®® identify

risky areas and to propose iteclude inthe set of indicators the data sources which will facditat
evaluation of accomplishment amdividual objectives of intervention areas. The evaluatwas
triggered by lhe SAO audit during the control of consistency of monitoring indicators with objectives
of Intervention area 5.1 of IOMBased on this audihe IOP MA decided to carry out an internal
analysis of this consistency in all intervention areas.
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Implementation periodituly 20137 December 2013

Typeof evaluation Internal

Evaluator: IOP MA

Brief summary of conclusions:

The specific objectives of ndividual priority axes and respective intervention areas are
consistent with the monitoring indicators and the reported values can be used the reporting
and in the evaluating of IOP. The following recommendations were articulated in the final
report:

There is no need to modify thmonitoring indicatorsThe methodology of calculation and reportofg
indicators, stated in the methodological sheets of indicators, have to be explaiatigned in
individual areasThe modified methodology of calculation shall thied andtestedin projects and
where adifferent method of calculatiors used,a change in the value of the monitoring indicator,
given in the Decision on providing a grant, shall be initiated

Specifc recommendations contain the palrtionclusions concerning the individual intervention areas
The indicators which currently achievess than50 % of the target valueshall be subject to
examination

The Final Report of IOP shall describe changesdbatirred throughout the programming period and
the associated nefalfilment or excessive fulfilment of specific indicators

In Priority axesl and 2, the methodology of calculation and reporting of indicators from the Eurostat
shall be explainedulfil ment of all the so far not fulféd indicators shall be ensureat in extreme
caseslternative indicators shall B®ughtin the existing statistical data

In IA 3.1, the values of indicator Efficiency of support achieved intfhand8" call shallbe unified.

In IA 3.2 the increased absorption capacity resulted in excessive fulfilment of the target value of
indicators in activities) and b) and its increase should be proposéd activity c), the originally set

logic of the indicatorfiNumber of projects focused on the introduction of standards and standard
procedures of quality and cost managemefdiled to reflect the coniexity of introduced
programmesand the value of indicator should be decreased

In IA 3.3 and 3.4, the fulfilment of the drget values of result indicators, in which zero or extremely
low values are currently reported, shoulddheckedbased on the data from beneficiaries. In3A4,
the methodology of calculation for individual FRS units and the P CR shall be provided

With regard tothe monitoring indicators of Priority axid, the excessive fulfilment of indicators
covering publicity and marketing products and marketing statistical surveys shall be justified in the
Annual Reportand the differences in distributing thalwes of indicators between the Convergence
and RCE objective shall be explained

With respect toA 5.2 it is necessary to justify in the Fin&®eport the changes in reporting the
indicator No330103Number of projects improving the attractiveness afidiag in the territory, the
excessive fulfilment of indicatofo 331200Number of regenerated apartmemMs 331300Area of
revitalised territoryandNo 331500Energy savings in rental houses (residential buildireys) non
fulfilment of indicator Numbeof pilot projects the support for selected Roma localities

In 1A 5.3 the planned value was exceeded in both the result indichtaase of indicator N830417
Increase in the area of the CR which will be covered by planning analytical materials of
municipalities, the target valueas exceeded more than four timésdicator No 330418 was
exceeded128 times The mehod of reporting has alreadyeén explained inhe Reports on
Implementation of the Programme, it shall be justified again in the Annual Report
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Evaludion of the system of education and training of IOP implementation structure staff
The Evaluation of the system of education and training of IOP ingpi&tion structure sffaaimed to
check the status of the system of education at the IOP MA and IOP IBs and to propose improvements
in the area oplanning implementing and evaluating trexlucational needs\ partial goal was to
assess the consistencytbé educational system applied in the IOP with the educational systems of
individual institutionswithin the authority of whictthe IOP MA and IOP IBsoperate and with the
educational activities of the NCAAs a result ofthe evaluation, recommendationseaanticipated
which will lead to enhancing the efficiency of the systetandardiation of education at all levels of
implementation, and more targeted planning and reporting of educational activities

Implementation periodvlay 2013i December 2013

Type of ewuation: Internal

Evaluator: IOP MA

Brief summary of conclusions:

The evaluatiorwascarried out as an internal evaluation of IOP MA by the coordinator of education
and the coordinator of evaluatigngith the methodological support of axterral evaluator The
respondents were all the IOP Intermediate Bodibe system of education has been introduced at all
IOP implementation bodies and the employees have been informed thereof

The following recommendations ensued from the Final Report

All the IOP implementing bodies have created education plans for their employees, which however are
not always compiled with account taken of the requirements placed on the job poditien
education plans of employees shalldsawn upwith respect to ragirements placed on individual job
positions and preference shall be givenspecialised educational activitiever the so called soft
motivation training coursesThe ndividual requirements oémployeesare usually reflected in the
education plans

Sadlyenough majority of employees fail to fully adhere to the education pktasingas a reason the
lack of time due to other actiiés This reduces the chance apply the knowledgegained in the
training in practice, and thus also the efficiendythe entire system of educatiocA naturalthing
should be theesponsible approach of employees to the already scheduled trainitiieamdanning

of theirwork duties in such a way to avoid their cumulatibat caugscancellation othe planned or
aready paidfor training The overall effect othe system of education is al$mpairedby the high
turnover of staffwhich results in the loss of acquired skills and experience of the leaving employees.

The scope of vided vocational trainingvithin the first three months after the commencement of
employment differs among the individual IOP implementation bodike IOP MA, contrary to the
other bodies, offers to the new employeehilh package ofspecialisedraining courses, with the
topics preseted by experienckemployees of the departmeBased on the information obtained in
the questionnaire survegamelythat some of the employees in the probationary pevimad benefit
from a specialised training coursghich would help them cope with éhrequirements of their
respective positiondgt can be recommended to introdume initial vocational trainingleliveredby
experienced employees, as it is the case at the MA, also at the Intermediate Bodies

Further increase offfeciency of education wouldoe achieved if thenformation and presentations
from the training courss are shareat least witin the workng team on the occasion of meetings,
training coursesWhere possible, the new knowledgieall also be disseminatédroughthe shared
discof the body or IOP extranet

With regard to their education plartee employees are informed about the offer of new educational
activities Informaion on educational activitieis offered to employees especially the coordinator

of edwcation and direct superior¥et, it happens that some employees and coordinataducation

are not appropriately informed@herefore, considered shall be thation to inform about the offer of

Annual Report of the Integrated Operational Programme for 2013

70/205



MINISTERSTVO
PRO MISTNI
ROZVOJ CR

QL9 o - kvaLITA ZIVOTA II'"TEG"P".A""’ n EYROPSKAUNIE o A@:

bld PROGRAM SANCE PROVAS ROZVO) -
educational events through the I0OP extrafibe update ofraining courses on the extranet would be
the responsibility of the coordinatwf education

Coordinators of althe bodies providing education perform their duti€key draw up annual, or also
semiannual education plans and continuously uptlee) theyinform the employees on the offer of
educational eventshey are engaged in booking and ordetimgcourses and euate the quality and
applicability of individual educational activitie¥hey obtain information either from the evaluation
guestimnaires(see Annex Nat), completedafter the end of each event @ympletedonce a year, or

from interviews with the employees which has a positive effect on the offer of new educational
activities in the following periodThe coordinators of education woudghpreciatethe shaing of a
database of tried and tested providers and organisers of educational actvitedsas the sharing of
results of evaluation of the benefit of educational events in the framework ofiestofithe Working
Group for education

In the questionnaire survey the employees also expressed their satisfaction with the existing system of
education The results of the evaluation suggest that the established systesti fanctioning, even

though its effectiveness camndoubtedly be further enhancefispecially by better provision of
information on educational activities, more diverse offer of activities and also more consistent
accomplishment of education planMajority of employees perceivesdication as importdn
motivationto continue to workdr IOP. As a bonus fotheir highperformance they wouldery much
welcome tle possibility to attend language courses at warkingtheir working hourswhich some of

the bodies ceased sopportin 2012.

Evaludion of communication and publicity activities 013

In accordance with Commission RegulatiggC) No 1828/2006 setting out rules for the
implementation of Council RegulatiofEC) No 1083/2006,in 2010 the IOP MA conducted an
evaluation of information and publicity measures for the pe#igd7 i 2010 with respect tdhe
visibility and awareness of the programrie evaluation of publicity activities was referred to in the
Annual Report ofOP for 2010.0ne of theaecommendations from the given evaluation is to introduce
anannual external evaluation of communication activities and based on tlzkssiens to create the

i st r daclkgund that will be partly evaluated internalgnd partly externally always n the
following year On the basis of another recommendation from the Evaluation of communication and
publicity activities ofIOP 20077 201Q the IOP MA, in cooperation with the creative supervisor,
developed a concept fire provision of information tahe general publion how aby whatmeanghe
activities supported frontlOP improve and enhance the quality of lifleue to introdution of the
concept and preparation thfe Internet campaign i8012,it does not yet makes sense to perform the
evaluation 02012.

In November 2013, the NCAonducted an overarching questionnaire survey which is available to all
the operational programmeBhe operational programmes do not have to carry out more evaluations
The conduct of evaluation for individuaperational programmes is envisage@di5or 2016.

Implementation periodecember 2018 March 2014

Type of exduation: Internal and external

Evaluator: IOP MA with the assistance of an external evaluator

Brief summary of conclusion3:he evaluabn hasnot been commenced as yet

Evaludions and stuéesof Intermedate Bodies ir013

In the monitored perigadthe Intermediate Bodiegdid not conduct any evaluation, even though the
MoH IB had two studies mluded inthe Evaluation Plan dfOP for 2013.The firstone the Audit of
implementation ofprojects from thed™, 5" and 8" call for Intervention are®.2 of the Integrated
Operational Programmigas been carried out by an external evaluator since a0t The study

aims to verify and evmate the course of award procedures conducted in the framework of all grant
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projects of thed™, 5" and 8" call for Intervention are8.2 of IOP, based on which the supplier will
also performan analysis of efficiency dhe conduct of tenders primariiy terms of the achievement
of prices common at the given place and tiftealso aims to assess the design of administrative

procedures and processd@she European Funds Department in the administration of progsto
verify the adherence to thetsout procedures by tlmployees of thdepartment

The second studyEvalwation of Intervention are8.2 with account taken of the achievement of
defined objectives and experience with implementatiorof support in the Czech health sectwas
moved to theéevaluation Plan of IOP fa2014for time and capacity reasons

2.7.3More information related to monitoring and evaluation of the Programme

Participation in the WG for evaluation of the NCA

An IOP representative takes part in meetinghefWorking Group for evaluation of the NCA which
was convened twice in the monitored period (on 25 Apr 2013 @t 2013).

At the April meetingthe WG memberw/ere informed about the accongbiment of the Evaluation

Plan of NSRF and about the newsnfrthe Evaluation Network Meetingvaluation activities of

MRD-NCA and othebodieswere presented.he participants were informed abadlgintention to

create an online library of evaluations and about the prepared CIE summer school. Finally, satisfactio
with the educational seminar Evaluations | angds discussed.

At the October meeting, the WG members were introduced to the update of the Evaluation Plan of
NSRF and thactivitiesplanned for2014. The MRD-NCA provided information on thpreparation of
metaevaluation of evaluation activities as a tool to increase the quality of evaluationspatipait
informed about the progress made in the conduttiexdx-ante evalugon and &A of the Partnership
AgreementAlso presented was the imfoation onthe ex-post evaluton of the period20071 2013,

carried out by the EC in close cooperation and dialogue with the Member States and the Managing
Authorities At the conclusion of the meeting, evaluation activities of selected OP MAs were
preseted.

2.8 National Performance Reserve

This chapter is napplicablefor the monitored period.
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Priority axes la and 1b aim to achieve faster and more reliable provision of state administration
services to the public, and, by implementing electronic administration, to enable citizens and business
entities to communicate simply and quickly with statiministration authorities. As a result of the
intervention, the authorities will have more capacity to deal directly with citizens which will increase
the convenience of citizens while seeking contact with them.

The Priority axis covers the Convergenagbjective (1a) and the Regional Competitiveness and
Employment objective (1b).

3.1.1Achieved progress and its analysis

3.1.1 A Information on physical and financial progress

Implementation of priority axis

Calls

In call No15, 1 project application in the amount of CBR8550151was submittedby Notification
of a change (modification) it was modified to CA26189022).In call No 16, 14 applications for
support veresubmitted The total allocation for the call was CA¥94117647 and the allocation for
submitted projects is CZH 056977 488 The project applications submitted under call Nbare
currently at the stage of evaluation

Table 37- Overview of announced and ongoing calls iRA 1a and 1bin 2013

57. 15 15.1.2013 15.4.2013 continuous| 1.1a 18 684 330 1| 17 860 137 1 17 780 355
57. 15 15.1.2013 15.4.2013 continuous| 1.1b 1437 256 0| 1373857 0 1367 71¢

Call total 20 121 586 1| 19233994 1| 19148072
62. 16 2.5.2013 6.9.2013 continuous| 1.1a 23 454 797 14| 35716124 0 0
62. 16 252013  6.9.2013 continuous| 1.1b 1804 215 0| 2747394 0

Call total 25 259 012 14| 38463518 0 0
CONV total 42 139 126 15| 53576 261 1| 17780 353
RCE total 3241 471 0| 4121251 0 1367 71¢

lparen | ] ] | ewesd s wersy ] wieon

Source MSC2007as o0f31 Dec2013
CZK/EURexchange rate27.48
Source of fundingpublic funds total
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Indicators

In the calls of Mol CR the data on fulfilment of indicators are reported as at the date of project completion. The adhei®the average of values stated
by beneficiaries in the final monitorimgports as achieved values. With some etierp only, there are nchanges in the planned target value of indicators
during the project implementatiohhe achieved values of ratio indicators change in dependence on the number of completed projeitsepoddid target
values

150109 Share of registers connected to central registers
The achieved value as 81 Dec2013is 11.63 % which was reported ycompleted projectd he planned value stated in the IOP Programming Document is
75 %.In Intervertion areal.lthe indicator is reported B0 projets The average commitment24.4 %.

150110 Share of state administration authorities using the shared CIPA
The achieved value as 81 Dec2013is 25.78 % which was reported I®&completed projectd he planned value stated in the IOP ProgramrBioguments
80 %. This indicator was reported by a totalld projects and thie average commitment equdl8.85 %.

150111 Share of ministerial and agenda portals interconnected to the Public Administré&atal

The achieved value as 8fL Dec 2013is 75 % which ensues from the values given in two completed projHutsplanned value stated in the I0P
Programming Document i&5 %.In Intervention ared.1, the indicator is fulfilled byb beneficiaries frm among central state administration authorities. The
average commitment amountsa@8 %.

150112 Share of digitized documents

The achieved value as 81 Dec2013is 48.67 % which was reported I3ycompleted projectdhe planned value stated in the IBRgramming Document is
20 %.In Intervention ared..1, the indicator was reported by a total®beneficiaries from among the central state administration authofitiesaverage
commitment equalg6.62 %.

150113 Share of authorities with electroniecords management system and electronic document circulation
The achieved value as 81 Dec2013is 100 % inl project. The secondoroject is not fully completedhe achieved value as 81 Dec2013is 50 %.The
planned value stated in the IOP Prograngridocument is00 %.

152105 Reduction of administrative burden of citizens, entrepreneurs and public sector

The achieved value as 8fL Dec 2013 is92.67 % which was reported by three completed praojéidie planned value stated in the IOP Programming
Documents 75 %.In Intervention ared.1, a total of 6 projects have undertaken to fulfil this indicatbe average of reported value8%5 %.
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