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INTRODUCTION

The Lithuania-Poland and Russia ENPI Cross-bordaop€ration Programme 2007-2013
will be implemented under the 2007-2013 financeigpective. It has been based on the joint
planning effort of all participating countries.

The Operational Programme was prepared on the ba#ie Regulation (EC) No 1638/2006
of the European Parliament and of the Council of224ober 2006. The Programme aims at
strengthening relations between Poland, Russia_ahdania through enhanced bilateral and
trilateral relationships, as it offers assistanbat twill stimulate economic and social
development and increase of quality of life of titezens in the whole Programme area.

The programming process started in November 20@b eaxded in June 2008 when the
finalised Operational Programme was submitted éod&ropean Commission for approval on
30 June 2008. The elaboration of the document weesesl by the Joint Task Force (JTF)
composed of the representatives of the centrategidnal governments of each participating
country. During the elaboration period the follogrimeetings of the Joint Task Force were
organized: 20 November 2006, 26 February 2007 &242August 2007 (all in Warsaw), 12-
13 December in Druskininkal2 March 2008 in Warsaw. In addition to that palbiearings
were held in Kaliningrad in order to shape Kalimay input to the Programme. Public
hearings were held in Lithuania and Poland in otdecquaint potential beneficiaries with a
Programme.

1. ELIGIBLE AREA
The Programme area includes the following NUT Suilits:

In Lithuania: Klaipeda, Marijampole and Taurage counties anadgacent: Alytus,
Kaunas, Telsiai and Siauliai counties.

in Russian Federation Kaliningrad Oblast (region)

In Poland: Gda sk -Gdynia-Sopot, Gdaki, Elbl ski, Olszty ski, E cki, Bia ostocko-
Suwalski sub-regions ara$ adjacent S upski, Bydgoski, Tosko-W oc awski,

om y ski, Ciechanowsko-P ocki, Ostrako-Siedlecki. Those sub regions
(NUTSIII) belong to five Polish provinces (NUTSIBPomorskie, Podlaskie,

Warmi sko-Mazurskie, Kujawsko-Pomorskie and Mazowieckavgdships
(regions).
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2. THE SOCIO-ECONOMIC SITUATION
History of cross-border co-operation in the eligibé area

Since 1946 until the beginning of the 1990s, Kalgnad region and the Lithuanian Republic
were not separated by state borders. Close it and institutional ties, numerous
contacts between organisations and private persbamcterized that period and explain
nowadays’ mutual understanding of each other. @nather hand, co-operation between
Polish and Russian local, regional and nationalegawents in the eligible area started to
develop actively only in the 90s. In 1990 a firstdier crossing point (Braniewo-Mamonovo)
was opened between Poland and Kaliningrad regidanth@& same time (1990) Lithuania
declared independence and the Russian-Lithuaniadei® emerged. This resulted in an
exclave character of Kaliningrad Oblast, now sundrd by the EU territory and the Baltic
Sea.

Co-operation between the three countries is reftecin the work of two
intergovernmental Councils: Polish-Russian anduatfian-Russian.

The Russian-Polish Council was officially estabéidhin 1992 by the Russian-Polish
intergovernmental agreement on cooperation betwé&dmingrad oblast and north-eastern
voivodships of Republic of Poland (art. 15). Theu@adl is chaired by the Minister of
territorial development and relations to local nuipalities of Kaliningrad regional
government and by the Deputy Minister of Interndfafks and Administration of Poland.
There are 12 Commissions working within the coueil thematic issues such as border-
crossings or environmental protection.

The Russian-Lithuanian Council was established 9891lin accordance with the Russian-
Lithuanian inter-governmental agreement on longiterooperation between Kaliningrad
Oblast and Lithuanian regions (art. 8). This Columgichaired by the Vice-Premier of
Kaliningrad Oblast Government and the State Segrétam Lithuania’s Ministry of Internal
Affairs. Eight different Commissions work withindgHramework of the Council, on thematic
iIssues such as on economic cooperation or transport

Cross-border co-operation from the very outset ¢tascentrated on the common
problems of the neighbouring regions and aimedaiing the regions more competitive and
attractive. The authorities of Polish and Lithuanragions neighbouring Kaliningrad Oblast
signed agreements on permanent co-operation witir tKaliningrad counterparts.
Euroregions were also established: the Nemunas-&iedeman in 1997 and Euroregion
Baltic (ERB) in 1998, with the participation of @regions of the programme area (Klaipeda,
Taurage, and Marijampole counties, Warmia-Mazurgdl&kie and Pomorskie Regions,
Kaliningrad Oblast). Numerous activities and prtgeboth at regional and local level, were
developed within the Euroregion frameworks and fes notably the ERB with long-term
development foundations.

The Euroregional structures have also been usedtHannelling EU funds for regional

development and cross-border cooperation from uarludgetary lines. The total amount of
grants allocated to projects between 1998 and 28%d¢eeded 8.9 million Euros for

Euroregion Baltic and 13.2 million Euros for Eurgien Nemunas-Niemen-Neman, which
resulted in 240 and 279 cross-border projects otisjedy. In many projects the partnership
had a genuine international character, althoughetiames it was rather challenging due to
different rules regulating PHARE and TACIS spending

After the EU enlargement in 2004, a new EU suppgrtirogramme for the Kaliningrad
Oblast and its regional neighbours from Lithuaniad aPoland was launched: the
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Neighbourhood Programme Lithuania, Poland and iKeajinad Region of Russian Federation.
More than €44.5 million (€36.5 million from ERDF cr€8 million from TACIS) were
allocated to the programme for the period 2004-2Q@ich resulted in 162 cross-border
projects granted, along two priorities: competitiges and productivity growth of the co-
operation area through development of cross-bomdastructure and border security,
economic and scientific/technological co-operat{(pniority 1); and people to people co-
operation, socio-cultural integration and the labmarket (priority 2).

Since the mid-1990s, the number of initiatives imirgg regions from the eligible area
has been regularly increasing. Strategic underggskihave been pursued together, as
exemplified by the cooperation around the VistiNerand lagoon. The regions took part in
several transnational projects, aimed for instateceenhance maritime transport (Baltic
Gateway) or transnational development (South BAlt@).

The partners from the eligible area also coopendti@n regional organizations, institutions
and initiatives, inter alia: Vision and Strategasund the Baltic Sea (VASAB), Ars Baltica,
Baltic Sea Sub regional Co-operation (BSSSC), Genfe of Peripheral Maritime Regions
of Europe — Baltic Sea Commission (BSC CPMR), Urnbthe Baltic Cities (UBC), Baltic
Alliance of Regional Development Institutions (BARRNd many others. Political umbrella
is given by the Council of the Baltic Sea StateB$S) and in a wider sense by the Northern
Dimension as a framework for co-operation betwéen&U and Russia, in particular.

Background information on the eligible area

The total Programme area encompasds& 1 thousandsq. km(including 77 751sq.
km of adjacent regions).

The main obstacles to cooperation are of politematl socio-economic nature. The
existing visa and custom regimes between the EURunskia hamper flows of goods and
people within the eligible area, which affects tta@ural communication routes and lines, the
transit between Kaliningrad and Russian mainlantd ddso EU internal transit between
Poland and Lithuania. Economic differences, re#ldctn different price levels and tax
regimes, result in administrative limitations redjag the amount of duty free import and
export and translate into cumbersome border cantrol

The co-operating regions also differ with regard tteeir administrative status.
Kaliningrad is a self-governmental region with aosg federal influence and special
incentives for enterprises to be actively engagedoreign trade (special economic zone).
Polish regions (voivodships) are of self-governmeature with directly elected regional
assemblies and regional boards headed by electeshat® Governors, representing the state
government in the region, perform mainly controhdtions. In Lithuania the situation is
different, the heads of the regions (governors)ag@ointed directly by the government. The
regional development councileegiono pletros tarybpare not directly elected but composed
of the representatives of county's municipalitied ¢he county governor, and their tasks are
mainly of a consultative nature.

In Poland and Lithuania local authorities enjoyhhidjscretionary power in their field of

competences. In Russia they are financially depgndi®m the regional and national

authorities, although the Russian federal autlesrittncourage regional participation and
regional decision making process with regard toGB&€ programmes.
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The differences in the governance systems candweilalstrated by the willingness of local
population to join non-governmental organizatidas: instance in Polish regions there are 23
to 30 NGOs per 10 000 citizens whereas in Kaliradgaround 15.

Geographical conditions of the Programme area (y&igh percentage of forest and
woodland and numerous lakes) influence the settiésteucture, which is characterised by a
low population density in most of the regions aodg distances between large cities within
the Programme area. The average population deissit® people per sq. km (Cf Annex 1)
much below the EU average of 114 inhabitants pé&mnsgThe highest values are found in the
metropolitan sub-region of Gdansk-Gdynia-Sopot @LBérson per sg. km) in Poland, while
the lowest values characterise mostly Lithuaniagnores such as Taurage county (30 persons
per sqg. km).

The economic active population is concentratechenlargest urban centres, which are
the motors for the socio-economic development. Ohtircity agglomeration (Gdak-
Gdynia- Sopot) has been considered as a metropaokigion in a European scale (MEGA).
However, the Programme area is featured with ingmbrtities playing a prominent role in
the Baltic co-operation (so called Baltic citiex@ing to the VASAB typology). Among
them are Kaunas, Klaipeda and Siauliai (second] #md fourth city in Lithuania as far as
population is concerned), Kaliningrad, Olsztyn, Bséok and Elblg as well as Bydgoszcz-
Toru in the adjacent area.

The settlement structure of the Programme area tnigiate some challenges for
sustainable development. Concentration of econ@nd social development in large cities
creates unfavourable conditions for the socio-epsoaaevelopment in rural areas and small
urban centres. This in turn might induce migratiorurban areas and depopulation of rural
areas. Therefore in situ urbanisation and ruralnegoc restructuring might become an
important developmental option for the analysedttey. From the ecological perspective the
fragmented settlement pattern and low populatiamsidg on one hand lowers the ecological
pressure in the rural areas but on the other hamday cause problems in the rational
utilisation / expansion of the environmental prtitat infrastructure (e.g. waste water
treatment plants, landfills, recycling plants) dhd efficient use of available energy.

Demographic situation

The Programme area was inhabited by a total of stirhd.3 million people in 2005. Since
2000, the population has decreased by 1.65%, dwaittonigration (from Lithuanian and
Polish regions) and to a negative natural growttK@liningrad and Lithuanian regions).

Negative migration balance in rural areas and saraln settlements is caused mainly by the
outflow of young people seeking better educatiod jab opportunities in large urban centres

or abroad. It is therefore of primary importanceteserve and create jobs in the Programme
area in order to reduce the outflow of young andcatkd people. There is a need to find

some specialization niches, creatively followingattern of some small and medium size

Scandinavian cities highly integrated into BSR &wgdopean economy.

In 2005 a major part of the Programme area pomuiah3.6 percent) was in the productive
age, 20.7 percent was in the pre-productive ageland percent in the post-productive age.
The age structure is quite similar in the wholegPammme area. In a long run one might
expect some improvements of the birth rates asethgt of increasing economic and social
security in the Programme area provided that somepative measures are taken
(kindergartens, flexible working regimes etc.). Buthe programming period one can rather
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expect a continuation of the current trends causathly by the relatively low (although
increasing) prosperity level confronted with thearghrise of people’s expectations with
regard to their standard of living.

The ageing of the population is an important cimgjéefor the Programme area and raises the
question about future labour supply. However, ttablems might be slightly different at the
EU and Russian side. In Poland and Lithuania tleea& important need to develop adequate
services for senior citizens. Development of sorhéhose services will follow the market
demand but some others should be provided by pablicorities. In Kaliningrad, however,
there is a need to make additional efforts to tipout a negative trend of life expectancy
(currently it is as low as 63.5 years) and to gwere prospects for pensioners, including
among others more vigorous introduction of heatirereventive programmes. There is a
large scope of opportunities for exchange of expee between Polish, Lithuanian and
Russian partners in this field.

In recent years some health and social problems bagome more visible in some part of the
programme area. For instance the number of attiverculosis cases among Kaliningrad
population has been growing since 1990. Revealegscaf drug addiction among the
population have more than doubled in Kaliningradhiat period. The rate of H.I.V infections

per capita in Kaliningrad although recently deciragsis still higher than in the EU part of

the Programme area.

According to opinion polls of 2005, a majority K&liningrad citizens (64%) regarded low
salaries (pensions) as the most depressive faatdhéir quality of life; on the second place
they mentioned such phenomena as alcoholism amgadidiction (39%) and organized crime
(29%), while only 21% mentioned unemployment. Kialgnad people seemed satisfied with
accommodation, education, employment and developofetemocracy

Labour market and unemployment

Overall, Kaliningrad belongs to the fastest develgpregions in Russia. Lithuania is
one of the fastest developing countries in the BUerms of GDP growth, and Poland
recently has also started to draw up. Howeveraaag the labour market is concerned, there
are still quite substantial disparities, mainlyvbe¢n the Polish part of the Programme area
and the other regions.

Since 2000, the labour market in Kaliningrad Oblagint through a very positive
development, with the unemployment rate droppiegifi5 percent to 6.6 percent in 2005. A
Federal Programme supporting the migration badRussia of countrymen who live abroad
has been implemented in the Kaliningrad regionesiMiay 2007, aiming to provide the fast
developing regional economy with a qualified labéance that meets the labour market and
investors requirements.

Unemployment rate in Lithuania has also droppedicantly since 2000 and was in
2005 rather moderate, from 10.1 percent in theli@iacounty down to 3.0 percent in the
Marijampole county, for an average of 8.3 percshglitly less than EU average for 2005 -
8.8 percent).

Recently the unemployment rate in Poland has staadall down, and after a peak at
20.6 percent in February 2004 it lowered down tal Jgercent in March 2007. Still, even in
the least affected Polish subregion (GalaSopot-Gdynia), the unemployment rate in 2005
exceeded the EU average.

! A.P. Klemeshev , G.M. Fedorov “From an isolatedlaxe to a development corridor. Alternative depehtent
strategies of the Russian exclave of the Balti¢’, S¢aliningrad Immanuel Kant State University Press
Kaliningrad 2005, page 115.
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Not only are there differences in the unemploynrate in the Programme area, but also the
structure of unemployment differs (by age, gendhet education of the unemployed people).
In Poland, long term unemployment and unemploynanbng young people is relatively
high. Higher unemployment among females than malea common feature for Polish
subregions and a majority of Lithuanian countiesthe Programme area. The opposite
situation is found in only two Lithuanian counti@gsytus and Klaipeda) and in Kaliningrad
Oblast.

The differentiation of the situation on the regibaad local labour markets in the
Programme area is an important challenge, but atsopportunity to enhance cross-border
co-operation. This co-operation should increaseintensity of economic relations and thus
support the creation of new jobs, particularlyhe tegions affected by high unemployment. It
is also clear that the labour force shortages nigicbme soon an important developmental
constraint for some parts of the Programme areainsStance larger foreign corporations may
find Kaliningrad's labour potential too narrow taake major investments there. Cross-border
co-operation, alleviating existing mental and cwtubarriers and improving transport and
border crossing infrastructure, might create imguartpreconditions for diminishing this
constraint, provided that migration law and pokeguld support it.

Education and research

In recent years higher education has become anriengalevelopmental factor, which
is reflected in particular by an increase in thenbar of students. On average there were
401.7 students per 10,000 inhabitants in the Pnogra area in 2005, which is still much
below other European regions.

The backbone of the educational system in the Brogre area is the renowned
universities and technical universities in Kaundigipeda, Kaliningrad, Gdak, Olsztyn,
Bialystok, Toru and Bydgoszcz, which cover almost all facultieedfication and research.
Some of them (e.g. Immanuel Kant State UniversityRassia in Kaliningrad) play an
important role in the regional development of tltgaeent territories. They participate in
numerous transnational projects and stand behigidnal and spatial strategic documents.
Some others play this role indirectly by concemtigaiand developing the necessary human
capital, knowledge and know-how. Science and telcignal parks were created around
some of them e.g. in Klaipeda, Gd& and Gdynia. The Polish and Lithuanian regioms ar
now at the implementation stage of their regiomalovation strategies and creation of
regional R&D support systems. The key issue isniprove the co-operation between the
scientific sector and the business community ardefifiectiveness of the research financing
and organisation system.

Since many of these universities are young, theyeager to develop their co-operation
networks and cooperation with the public, privated asocial partners in general. More
importantly, existing co-operation has been coristamproving in the entire eligible area.
Student exchange programmes and international ecatipn of higher education institutions
still offer good development opportunities for Pegramme area.

Equally important for a long term development ageamdary schools and vocational
training institutions. Some most renowned secondahpols in the Programme countries are
located in the Programme area, but a majority efntiocus on general education and much
less attention has been paid to technical education

The main problem is in adjusting the educationatesys to the changing demands of the
labour market. Opening of the EU labour markets stesply deepened the existing deficits
regarding supply of workers with technical quabfions and skills. Such shortage could

8
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hamper development of a knowledge-based economthenfuture. Therefore lifelong
learning should be strengthened and the teachingrela should be adjusted to the labour
market needs, e.g. by improving the co-operationthef labour market institutions and
business organisations with the institutions ofedacational system and relevant authorities
responsible for strategic development. Entreprestepr training should receive special
attention. Cross-border co-operation might allevisbme of the aforementioned problems,
e.g. by promoting an exchange of professionals sp#rcific skills and qualifications.

Another problem is the accessibility of studentsioversities or other higher education
institutions, which results in an uneven spatiatribution of university graduates, thus
hampering spatial and socio-economic cohesionirfstance in Lithuania, there are 1.5 times
more persons with a university diploma in Kaunagntp than in Taurage county (in 2005).
To change this situation, some more effective suisbip programmes should be launched in
combination with improvements of transport accabsibof educational centres and
expansion of new and more flexible forms of edusatfe.g. e-learning). Cross-border co-
operation might help here by benchmarking and exgbaf experience. In some cases, when
a language barrier does not exist, a cross-bortkaraing also seems a feasible solution and
should be supported and encouraged.

Economic development

The Programme area shows strong developmentalstie@mdi high economic dynamism
in all regions. The average annual GDP growth irat€aliningrad Oblast between 1999 and
2003 was 8.9 percent, i.e. higher than in Polandl gercent) and Lithuania (5.9 percent)
during the same period, and much higher than ifethel5 (1.9 percent).

The disparities in the economic affluence betwesgions of the Programme area are
relatively moderate although still noticeable. Tlaegest discrepancies do not exceed 1:3.8
(whereas EU internal regional discrepancies afist enlargement jumped to 1:12.8). All
regions in the Programme area are less affluent ti@ EU average, with a GDP per capita
(measured in Purchasing Power Parity) ranging fB#n® percent (Taurage region) to 65.9
percent (Gdansk-Gdynia-Sopot agglomeration) oB0@5 average in 2003.

In 2004, the GDP per capita (in current prices)Kaliningrad Oblast amounted to
€2,011, to compare with an average for Poland ¢gf¥band for Lithuania of €5,194. The
affluence gap between Kaliningrad region and itslbong regions is even narrower.

The level of differences in GDP (and in price lsvaccordingly) is still sufficient to
create numerous negative phenomena such as snmygfladcohol, gasoline and cigarettes,
or even to create a threat for the occurrence gérosed crime. However, these differences
might be also seen in a positive way. The Programam@ could indeed benefit from an
intensification of economic relations due to exigtsynergies, e.g. high economic growth of
Kaliningrad market might create demand for Polisld &ithuanian commodities. But in the
long run the convergence trend would require fagirgases in competitiveness and
innovativeness of the regional economies, as tlsanple (cost-based) comparative
advantages will gradually disappear with theiriierteconomic development.

Another challenge is to spread the incentives famnemic development from the
existing growth centres into their hinterlands. sTtasue was highlighted e.g. by Kaliningrad
authorities as one of the important tasks for clomsler co-operation.
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Structure of the regional economy

In terms of employment, the service sector is ¢fedominant in the economic
structure of the Programme area, though some redioa still dominated by the industrial
(Ostro cko-Siedlecki subregion) or primary (( omnski subregion, Taurage county) sectors.
Lithuanian regions as a rule have a stronger im@igtart, and employment in agriculture in
these regions is relatively low (except for Mariote and Taurage counties). In Poland the
situation is different, as the employment in thevise sector hardly exceeds 50 percent
(except in the highly service-oriented Gdk-Gdynia-Sopot subregion and Olszli
subregion), leaving room for relatively high empilognt in the primary sector and less
frequently in industry.

The structure of the economy in the Programme asgées between the regions;
however there are some common areas that can biaeficross-border co-operation:

o Tourism - all of the regions have important pdsdatto attract domestic and
foreign tourists, cross-border co-operation, ejgening new tourist routes and
creating joint tourism products may make the wtaolea a more attractive tourist
destination;

o Transportation and logistics — for some industries,example related to timber
and oil, the Programme area is a transit region;

o Energy and environmental technology industry —dhexr a big potential for
renewable energy (for example: the long coastlerad the Baltic Sea is suitable
for wind energy plants);

0 Maritime industry — is important as regional brafod attracting tourists and
constitutes a potential for competition on the glalaritime markets;

o Food industry - unless hampered by political obdetac

The industrial sector in the Programme area islhigliversified. The area has
important chemical, petroleum and pharmaceuticdlistries, food industries (including fish
processing), shipyard industries, engineering ardalwork industries (including a large
enterprise assembling bodies for vehicles and T¥) seood processing (including furniture
manufacturing), paper and construction industiié® largest single employers are shipyards
and oil refinery plants (in P ock, Gdgk and Ma eikiai). The main export articles of the
Programme area consist of petrochemicals, automatnd transport equipment, forest and
food products and some raw materials (oil, ferrangl non-ferrous metals from Russian
mainland). In Kaliningrad region, the law on theeSpl Economic Zone has resulted since
1998 in strong capital formation, mainly of natibmaigin (Russian companies handle 84
percent of the region’s export), with industrial ISDocated in export oriented pulp and paper
production and import substituting production. D08, the Kaliningrad region accounted for
68 percent of Russian production of TV sets andldvéamous brands. The main foreign
investors in Kaliningrad in 2006 were Lithuania 22 Switzerland (15%) and Poland
(8.6%). Kaliningrad’s foreign trade has also depelb very positively in recent years, with a
trade turnover with Poland and Lithuania growingrbgre than 18 percent in 2005, while
Germany remains a key parther

However, any evidences of a cross-border manufagtiusr service clusters in the
Programme area are hardly visible. Only an increa$ebusiness cooperation and

10
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corresponding capital flows within the Programmeaamight allow for the creation of
complementary advantages and intra-regional speai@ns, resulting in an increased
competitiveness against global competition. Pobsial Lithuanian enterprises are already
important partners, present on the Kaliningrad reiagtong with German and Dutch ones.
This positive trend needs to be further encouragéduanian business is more active than
the Polish one, which results into a larger nundfdaig industrial plants such as Vicunay Rus
(food production), Steel plus (electrical home &ppie), Arvi (production of compound
fertilizers) as well as small companies in thedfief construction, wood processing and some
others.

Entrepreneurship and innovativeness

In the programme area, small and medium-size emgeg(SMES) provide the major part of
employment and are important elements of regionahemies, due to their flexibility and
fast adaptation to changes in market conditiong. Sticcess of economic transformation both
in Lithuania and Poland should be attributed to raag extent to a fast revival of
entrepreneurship and to the constant search by SdtErarket niches and opportunities. In
2005, in the Programme area there were 31 thouSMHs in Lithuanian regions, 33
thousand in Kaliningrad and 708 thousand in Pdighregions. The density of SMEs varies
in the Programme area, with the highest conceatraith Gdask-Gdynia-Sopotsubregion
(129.65 SMEs per 1000 inhabitants), and the lowe$aurage county (10.21 SMEs per 1000
inhabitants).

The number of SMEs has increased constantly imtegsars, e.g. by 28 percent in
the Pomorskie region between 2000 and 2005, or bye9.4 percent in a year (between
2005 and 2006) in Kaliningrad region. However, 8MEs have only rarely engaged in any
cross-border relations. They have possessed inmuificapacity and knowledge to explore
benefits of entering foreign markets and estabhsbre durable relations with foreign
partners. Therefore there is a need to develog@mineurship support systems (according to
the public-private partnership concept), includalgo support for SMEs willing to expand
cross-border.

WTO membership presents both a threat and opptyttorithe Russian SMEs located
in the Programme area: some argue the threattisémaregulations and market requirements
are forcing Russian SMEs to leave the territory agldcate themselves to the mainland;
others argue there is a scope for training, cedtifbn etc. for SMEs so as to meet
international standards of competition.

In many cases it is the macroeconomic conditiorts tae institutional system that
are crucial for the development of SMEs. Administe and legal barriers that hamper
entrepreneurial development should be removedlineglons of the Programme area. The
cross-border cooperation could have an importantribwtion to the tackling of those issues
through e.g. the exchange of best practices andvanof trans-border barriers and formation
of relevant networking expressing the interestsSMEs vis-a-vis national and regional
authorities, whereas regulatory frameworks showddaddressed under domestic or ENPI
programmes.

Tourism

The Programme area has favourable conditions frd#velopment of tourism of all
kinds, which already is an important segment ofréggon’s economy.

! Trade turnover with Germany was in 2006 USD 1028ilon, with Poland USD 678.6 million (growth by
18.8 percent from 2005), with Lithuania USD 398.dlion (growth by 18.1 percent from 2005).
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One of the main assets of the analysed area isaitgable and unspoiled natural
environment, including outstanding features suchlag®ons separated from the sea by
picturesque narrow spits; one of the most importhrdsphere reserves in Europe
(Nemunas/Niemen/Neman River mouth); beautiful ladyene formations; white sandy
beaches running along the entire coasts, whereblalgy health resorts are located; and large
unspoiled forests known as the “Green Lungs of geffoMineral water “Zelenogradskaya”
is famous for its medical qualities. The large nembf lakes creates excellent conditions for
the development of sailing, kayaking, wind surfingd other water sports. Important cross-
border water routes (such as Mazurski channel amth River) can easily be adjusted to
tourist purposes as a joint effort of partners ftooth sides of the border.

Picturesque cultural landscape and cultural hezitafgextraordinary quality is another
asset of the programme area. The main attraction$reck gothic castles and churches, as
well as fortifications of outstanding quality anthovativeness. The KryziKalnas (Hill of
Crosses) near Siauliai is a magnificent landmar&oshplicated history and strong culture of
this part of Europe. Products associated with calttraditions, such as handicrafts and
souvenirs, as well as amber, particularly charatterfor the Programme area, are also an
important tourist attraction. Other attractions tsugs operating lighthouses opened for
tourists, unused railway lines with magnificentdge constructions (Polish regions) offering
excellent opportunities for cycling routes, alseate preconditions for the Programme area to
become one of the most attractive tourist regiariSurope.

Tourist traffic in the Programme area has alreagBnlbgrowing rapidly, especially in the
Polish and Lithuanian regions which have becometeqpopular destinations due to
improvements in tourist infrastructure and priceaativeness. The main obstacle for further
growth is still inadequate tourist infrastructuneléss popular destinations (including lagging
behind transport infrastructure), language baruecoordinated marketing activities, lack of
certification and labelling of tourist destinatioasd visa regime hampering inflow of foreign
tourists to Kaliningrad. To increase foreign toufisws to Kaliningrad, there is a need to
develop existing border crossing points and constmaw ones, but also to reform the border
services operations. So far there is still a laékpmperly catered tourist products of
transnational character, and attempts to pool ressuand to allow tourists to taste during
one stay different cultures and attractions ark istithe infancy period - despite some
important attempts such as the transnational Rexk Bothic project.

Natural environment

The nature of the Programme area is rich and aftanding quality. The forest cover is
relatively dense, exceeding 25 percent of thetteyriof a majority of regions. There are nine
Ramsar sites - wetlands (three of them of crosddyarharacter), eight national parks (one of
cross-border character) and numerous protectedahatiead The largest European swamps
and primeval forests are located in the border.&26dl percent of the Programme area is
legally protected due to its unique environmengdlgs, with an even much higher scope in a
majority of Polish subregions (up to 58.1 percehth® E cki subregion territory), but a
significantly smaller scope in Kaliningrad oblasinly 2.5 percent of the territory of the
Oblast).

The Baltic Sea is the largest body of brackish watethe world, with low water
circulation and narrow links to the open seasmigsn threat is the nutrient load, which adds
to eutrophication and results in abnormal algabbie on the surface waters and lifeless areas
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on the seabed. The nutrients (nitrogen and phosghtrave different sources: atmospheric
emissions (traffic, combustion of fossil fuels fagat and power generation...), point sources
discharging into inland surface waters and diredtlio the Baltic Sea (municipalities,
industries...), diffuse sources (agriculture...) antura background sources. The Baltic Sea
also suffers from discharge of polluting substanceduding some dangerous for sea species
(heavy metals...). Although pollution along the stnsaand rivers has been reduced, the
recovery will take a long time.

The nature of the Programme area is under condevgiopmental pressure. Although
the demographic situation is contributing to itsskening, the growing affluence of the
societies in the Programme area raises demancad¢oeation territories (e.g. second houses)
and nature consumption. This increases both aiebpatiution (due to growing mobility) and
point sources pollution mainly due to lack of treaht of municipal and farm wastewater and
lack of modern waste management. Regarding sewgsgenss in particular, in Kaliningrad
only 5 percent of the population was served by @eno communal sewage system in 2005.
Though access is more prevalent in Polish (40-56%400%) and Lithuanian (65.6% to
85.2%) regions, many rural areas still do not haveess to a sewage network with efficient
wastewater treatment plants. There is also stiked for further increase of the percentage of
wastewater completely treated using biological wateatment technology. The fact that
large percentage of wastewater is not treated psopegatively influences on the nature and
environment.

Many types of pollution are of cross-border chagctherefore joint cross-border
actions are necessary in order to curb them ang ibf utmost importance to raise
environmental awareness on both sides of the bardeocal, regional and national
governments in Kaliningrad, Poland and Lithuaniaehmvested or are about to invest large
amounts of funding to improve environmental pratettThese measures have already led to
positive results but much more needs to be doneesh the Programme area environmental
investments per capita have been still much loan the EU averages.

Development of sustainable energy sources andaseck energy efficiency are also
lagging behind in the Programme area. Energy efiicy is relatively low both in Kaliningrad
and in the rural parts of the EU Programme aremajority of the energy is produced from
fossil fuels except in Lithuania where nuclear ggeis of primary importance. Although
Ignalina power plant will be closed, the Governmehtithuania plans to build a new plant
in co-operation with Latvia, Estonia and Polandwduwer, there is a large potential in the
area for development of the green energy. Thezeforan effort to compromise between
nature conservation and accelerated socio-econdevelopment attention shall be paid to
both decoupling GDP growth and demand for energy tanincreasing the share of the
renewable sources of energy per total primary gnsugply.

Increased investments in the renewable sourcesenfig, promoting the efficient use of
available energy, pressure on industry and agumilto reduce emissions to the atmosphere
and water, building new and more effective sewagatment works, programmes for sorting
and recycling waste, and sustainable managemeratofal assets are needed.

Transport accessibility and communication

The Programme area is an important maritime tramspudo for the respective countries.
Kaliningrad is the only ice free port in North-WeBRlussia. Klaipeda is an important
multimodal transport junction of a transport coordrom Scandinavia to the Black Sea.

2 Designated IUCN areas, included in the UN LisPaftected Areas and in the World Conservation Usion
(IUCN) management categories
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Gdynia is one of the biggest container ports inBaic Sea and together with Gak is part
of a rapidly developing multimodal transport coardfrom Scandinavia (including sea
motorway from Helsinki) to Southern Europe.

But paradoxically the Programme area is looselyneated internally, so that many of
the regions may be characterised by the lowestimaidtal potential accessibility in Europe.
There is no coherent railway system in the Progranamea. Trains serve mainly domestic
connections, with the exception of the Gdynia-Kialgnad train that still needs improvement
since it covers 170 km in six hours, including adostay at the border stations. Trains
running from Kaliningrad eastward as a rule passijitapole and Kaunas without stopping
there. There is no direct train between Gdaor Olsztyn and Kaunas/Marijampole and a
train trip from Gdask to Klaipeda (direct distance of ca 250 km) wotdée 20 hours
through Warsaw and 30 hours through KaliningragsBager transport is dominated by car
and buses, while the quality of the roads in thisRgart of the Programme area is far from
being satisfactory. The existing highways in Lithizaand Kaliningrad do not form any
system and are not connected with the network obfigan highways. To change this pattern
there is a need to improve the roads and to engewarious public transport systems to co-
operate. Equally important is the integration @ thilway and long distance bus systems of
Poland, Kaliningrad and Lithuania to allow smoaipg (e.g. from Gdask to Klaipeda with
one ticket), so that cross-border tourist prodwetalld not be negatively affected by the
accessibility barriers.

Border crossing points between Poland and KalimiddB road border crossing points and 3
railway ones) as well as between Lithuania andrifadirad (4 road border crossing points
and 2 railway ones), are usually blocked by longugs. This is one of the main obstacles for
a better integration of the Programme area. Thexeftevelopment of border crossing
facilities (such as the newly constructed bordessing point Grzechotki-Mamonovo) is of
primary importance. Passenger flows through Kafjrad borders have been decreasing
regularly since 2001 (from 3.97 million people beémn Poland and Russia in 2001 to 3.75 in
2006, and from 2.93 million people between Lithaaznd Russia to 2.28 accordingly), while
the truck traffic has sharply risen between 200d 2006. Economic and social developments
in the Programme area will generate even more dérfarenhanced transport in the future,
so border crossings might become one of the mameba for the regional economic
development.

Further development of the regional economy reguiilso improvements in the density and
qguality of the telecom infrastructure (in partiquli]m the rural areas), despite the huge
advancements made in the recent years. Telecomatiomaevelopment on the Programme
Area depends also on the trilateral agreements daegtwthe participating countries. Its
accessibility has a great impact on regional dgueknt in the long run, and it is an important
barrier for equalizing educational opportunitiesyoting people from urban and rural parts of
the Programme area.

Numerous transport development and communicatioje@is have been implemented within
the INTERREG IIIB BSR Programme. Their results dtobe taken into account in the
development of joint activities aimed at the impment of accessibility in the Programme
area.

3. STRENGTHS — WEAKNESSES— OPPORTUNITIES — THREATS (SWOT ANALYSIS)

The SWOT analysis has been prepared as the régxdamining the socio-economic
situation of the Programme area (Chapter 2), putddarings on the cross-border co-operation
organised in Kaliningrad during the preparatorygsetaf elaboration of this Programme and as
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the result of the discussions of the Joint Task&ofFhe SWOT analysis has been structured
in line with an extended notion of the sustainal@eelopment and it encompasses: economy,
human potential, environment and geography asasalhstitutions (organizational
preconditions for development).

STRENGTHS

Economy:
0 economic growth
competitive position due to relatively low labowsts
important maritime transport hub for respectiverdaes
Kaliningrad as a gateway to the entire Russiarkaetar
Programme area as a convenient meeting place &si&uand EU businessmen
significant cultural heritage

o O O0OO0Oo

Human potential :
o0 increase of number of university students
o high number of renowned universities and high stshoovering nearly all aspects|of
sciences and humanities
substantial number of research institutions
relatively young population
substantial size of economically active population,
national and religious tolerance, lack of grourmtsethnic conflicts
great number of members of various organizationsranced in international cp-
operation
Environment and geography:
0 beneficial geographical situation (access to seayrrence of natural resources, mild
climate, important junction of transport axes)
0 outstandinghatural values that create favourable conditions for the develepiof
tourism of all kinds and form important part of Europeatunal heritage
o lack of geographical (natural) barriers for crbsseer co-operation

o 0O O0O0Oo

Institutions:
0 positive experience with cross-border co-operatxistence of joint transnational
development programmes and cross-border institsition

0 positive impact of activities of the Russian-Litmian and the Polish-Russian
Cooperation Councils

o Fast growing networks and structures of trans-reiocooperation. including
twinning activities and social and cultural inites

0 active participation in the CBC projects and coragien networks; existence pf
information exchange networks on security, emergaituations and environment|
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WEAKNESSES

Economy:

0 non-competitive structure of regional economiegghhshare of employment jn
primary sector in many regions

o0 problems with commercialization of research andrgdic investigations

o insufficient number of direct transport links beemethe region’s urban centres,
insufficient transport infrastructure in many pastshe Programme area

o0 concentration of economic and social developmentlange cities with limited
diffusion of development stimuli into the rural ase

o lack of joint spatial planning as well as sharedallyparties coordinated strategy|of
socio-economic development of the border terrigrie

o lack of cooperation in the tourism sector

o insufficient infrastructure within the tourism secthat is well below international
standards

o insufficient number of border crossing points imsoparts of the Programme area

Human potential:

o0 problems of high unemployment in some regions efRhogramme area, inadequate
work opportunities in rural areas, especially famen

0 decreasing population in most parts of the Progrararea

ageing population

o0 despite still existing unemployment, a too narralwdur potential in some regions| of
the Programme area to attract FDI

o long distances to major educational centres for rtiral population and lack of
opportunities to receive professional educatiormany remote areas resulting|in
unequal spatial distribution of workers with untsiéy diploma and low educational
level of population in rural areas

o shortages in the supply of technical and engingeiofessionals

o inadequate support for socially vulnerable groupsyfficient control and prevention
of socially important diseases

o insufficient level of activity of local populationkcal initiatives and local leadership,
limited willingness of local population to partiaie in solving local problems

o low mobility of population in some part of the Pragnme area

(@)

Environment and geography:

o too high level of airborne and waterborne pollution

o insufficient ecological infrastructure especiaillly the rural part of the Programme
area but also in some cities

o lack of proper treatment of household wastewatersome parts of the Programme
area including Kaliningrad

0 eutrophication of the Baltic Sea and many lakes

o relatively large distance between cities
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Institutions:

o

O O 0O

O O

(@)

insufficient effectiveness of marketing of the Pragme area

differences in institutional culture

differences in administrative and institutionalteyss

differences in EU and Russian regulations anddistals

incompatibility of data and problems with their pes exchange hamperi
coordinated monitoring of the socio-economic depeient of the Programme area
administrative and legal barriers that slow dowtrepreneurial development

long waiting time for crossing borders in the Peosgme area, cumbersome bor
controls

inadequate level of development of the civil sgciatthe Kaliningrad Oblast
corruption and organised crime in the Programma are

der
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OPPORTUNITIES

Economy:

0]
(0]
0]

supporting the SMEs internationalization and corapen of business support institutig
from different countries

(0]
0]

o oo

0

better linking and integrating existing potentiaishin the Programme area
supporting innovative SMEs
better collaboration between SMEs and between SAhBdarger enterprises,

enhancing research networks linkages to enterpaisggocal and regional governmentg
improved connectivity of the Programme area andelbgpment of the transpa
infrastructure

development of cross-border manufacturing or sereiasters
enhancing public private partnership

development of cross-border tourist products afiéstructure
WTO membership- training and certification for SMEs

ns

t

=

Human potential:

(0]

0]
(0]
0]

o

promoting the development of life-long learning araiv forms of learning

tuning learning systems to the needs of the market

growing importance of knowledge based economy

strengthening civil society by building cross-bargermanent networks between NG
local authorities and educational facilities, bananking, exchange of good practices
establishment of relevant institutions, people éoge contacts and multi-annual sport
cultural events

joint development of some innovative solutions éatending life expectancy and qua
of life of citizens in the Programme area and pnéwg the outflow of young people
growing interest in studying the languages of taigimbours

improving living conditions in the Programme area

Ds,
and
and

ty

Environment and geography:

o

0]
(0]
0]

pressure to reduce emissions to the atmospherewaner, building new and mo
effective sewage treatment plants and programnresofting and recycling of all waste
monitoring the state of environment

inclusion of the region’s environmental benefitwithe tourist offer

Increasing investments in the renewable sourcemerfgy, promoting the efficient use
available energy.

re

of

Institutions:

0o Four Common Spaces

strengthening good governance

harmonisation of the policies suited for crossdeorcooperation

growing number of efficient (well equipped) bora®ossing points

improving co-operation at the regional planningele

strengthening partnership between public authsritd&Os and business sector
Supporting local initiatives and local leadershimda participation, improvin
transparency of local development process.

O 0O O0OO0OO0Oo

o

developing knowledge based society
improving cross-border coordination of activitisresponsible bodies and structu
in emergency situations

(@)

res
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ds

THREATS
Economy:

o lack of cohesive regional policies at national &uwdopean level i.e. lack of fun
for local (secondary) transport and ITC infrastametas well as for education and
environment preservation

0 unpredictable and often changing national laws rnepreneurship, taxation and
institutional factors affecting the business forioat

o lack of sufficient energy supply

o lack of effective marketing of the Programme area,

0 economic slow-down in EU or/and Russia, increasedpetition from other low
labour costs countries

0 WTO induced competitive pressure on Russian SME&afhningrad forcing

them to move to mainland Russia, and deprivingxddtieg fiscal preferences

Human potential:

(0]

deepening economic stratification of the society aross-border differences|i

the price levels

increasing differences in quality of the life beemeurban and rural areas

risk of brain drain and outflow of people to moentral parts of each country
well as to the other countries

social tension, drugs, crime and other negativeaspbenomena

as

Environment and geography:

0]
(0]
0]

climate change — more frequent natural hazardsleadters
pursuing competitiveness based on lower ecologteaidards
pollution of the Baltic Sea and rivers in the Peogme area

Institutions:

0]
0]
0]

lack of political trust

possible worsening relations influencing the conadi¢he Programme
complication of the visa procedures hampering ebmssgler contacts and flow
tourists as a result of extending Schengen Treatgitds Lithuania and Poland
centralization of the power and finances in theiteds

insufficient institutional capacity to curb orgsed crime

insufficient coordination and development of regibpolicies
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4.1 ESSONS LEARNT

The INTERREG IlIA/Neighbourhood Programme for Liimia, Poland and the Russian
Federation's Kaliningrad Region (2004-2006) isecprsor of this Programme.

4.1.PROJECTSBREAKDOWN BY MEASURES

Six Calls for Proposals (CfP) were launched untderINTERREG IlIA/Neighbourhood
Programme. The two first calls were only INTERREG®®. The last call was organised only
for TACIS projects. More than 350 proposals warbrsitted. Most of these — more than
35% — were received from the Polish Warskio-Mazurskie region. On the Lithuanian side,
the Alytus county was the most active — ca 9% oppsals. 162 projects were approved for
contracting (see table below).

Measure INTERREG | INTERREG/Tacis | Tacis projects Total
projects projects

1.1 13 5 8 26
1.2 15 0 0 15
1.3 5 4 5 14
1.4 12 1 3 16
Priority 1 45 10 16 71
2.1 41 9 5 55
2.2 30 3 3 36
Priority 2 71 12 8 91
Total 116 22 24 162

71 projects addressing Priority 1 (Competitivenassl productivity growth of the
cooperation area through development of cross badrdeastructure and border security,
economic and scientific/technological cooperatiompre contracted, and 91 addressing
Priority 2 (Contribution to the cooperation betwgmpulations, socio-cultural integration and
the labour market). The breakdown according to itftevidual Measures for contracted
projects is the following:

- Measure 2.2 Regional cultural identity and cultdraditage - 36 projects

- Measure 2.1 Support of local societies’ initiativésb projects

- Measure 1.1 Stimulating of economic and scientdiinological cooperation - 26
projects

- Measure 1.2 Improvements in physical and bordeurgigcinfrastructure to encourage
development of the border area - 15 projects

- Measure 1.4 Development of tourism and tourismastfucture for development of cross
border tourism and recreation as well as improveraEnultural heritage objects of cross
border importance - 16 projects

- Measure 1.3 Environmental protection and growthreérgy efficiency and promoting
renewable energy sources - 14projects

The most characteristic features of the prior INRE® I11A/Neighbourhood Programme
implementation are the following:

1. There was a larger demand for projects directly regking socio-economic

development and its problems than for projectsidgakith social issues - culture,
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people to people contacts, sport etc. — Priorityedeived more proposals, than
Priority 2.

2. The majority of the infrastructure projects haveused on environmental protection
and tourism development.

3. Permanent partnerships have been formed with sistasce of CBC. For example,
Alytus city and Suwa ki, Alytus county and Rk, Lazdijai and Pwk submitted
numerous joint proposals.

4. There has been a lack of projects in the researdhexhnology sector. There are few
organisations/institutions in the eligible areap@sally on the Lithuanian side) that
are active in the sector.

5. The most interesting proposals were submitted feaddire 1.4, of which all money
were spent and even ca 1 million EUR was shiftechfPriority 2.

6. Also projects submitted for Measure 1.1 have detnatesl relatively high quality;
however, their quantity was below expectations.

7. Proposals submitted for Priority 2 were more ireliith the quality requirements (46
percent success rate) than those for Priority Ithmihumber of high quality projects
was anyway not sufficient for spending of alhdis available under Priority 2.

8. The owners of the soft projects have had seriowsblpms with their timely
implementation.

The breakdown of 46 Joint Interreg/ Tacis and TA@I§ects can be explained as following:
1. The majority of projects have focused on theettgsment of economic and scientific&
technological cooperation and support to local etoes/ initiatives in the sphere of
culture.

2. The lack of projects for the measure 1.2 cantmpogbably be explained by the
uncertainties regarding the share of responsdslibetween regional and federal relevant
bodies in Russia in this sphere.

3. Less impressive figure on tourism projectseffecting the fact that most of Interreg
money for that particular priority was “distributeait” at the earlier stage of the calls
(first and second Interreg calls), therefore no eyowere available for arranging joint
Interreg-Tacis projects in this field when Russipartners could join the projects.
According to the statistic from LSO, there was abkt interest from those seeking
consulting on tourism projects during the wholemaigsion stage.

4.1. CONCLUSIONS FOR THE FUTURE PROGRAMME

The main lessons learnt to be taken aboard fomeeperiod are the following:

1. Implementation - the implementation structure of the Neighbourhood
Programme Lithuania-Poland-Kaliningrad Region of the Russian Federation
2004-2006 has been too complicateddditionally, complicated procedures within
the Programme, sometimes, have resulted in dugicaif the activities taken by
institutions in Lithuania and Poland. Also diffecenin procedures for Interreg-Tacis
and existing contradictions between Tacis and ERDEncial procedures have
created an additional work load for co-ordinatand aartners of the projects. Within
the prepared Programme ENPI CBC 2007-2013 it igepted to have one set of rules
and the implementation structure would be simgifievhich should result in more
efficient implementation of the Programme.

2. Too complicated documents (inter alia application drm) and procedures for
beneficiaries. The application form has required too many effdadsbe filled in

properly.
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10.

11.

12.

Too demanding threshold of national co financing Requirement of 10 percent of
co-financing, as well as the relatively high minimmuimit for the project budget
(50 000 EUR) phased out many local NGOs as theegropartners from the
Kaliningrad Region of the Russian Federation.

The language issue and communication between projéc partners. During the
proposals preparation phase, the partners oftematounderstand each other's
documents; there is a general lack of communicatmmetimes coordination within
project activities is not sufficient which resultddring the implementation phase of
the project in problems with timely financial settient of projects. It is suggested to
avoid these kinds of shortcomings by encouragiegptioject partners to actively take
part in the project and signal all kind of problemsimplementation to the JTS or
JMA.

Evaluation of the projects During the evaluation phase, one of the two evahsat
reads an English language summary, which often doegeflect the substance of the
project, which might influence on the final assessin It is essential that all
evaluators will assess the full application in BiPI CBC programme.

Difficulties related to conversion of data Within the prior INTERREG
[IA/Neighbourhood Programme the applicants hadgbssibility to submit the AFs
in English or in national languages. In consequetioe eligible costs were given in
Euro or in national currency. It caused the netgssdi converting some values with
different exchange rates. Therefore in preparegirome ENPI CBC 2007-2013 all
budget should be calculated in Euro.

Regional branch offices- information must be better guaranteed by the amé
Regional (Contact) Info Points as well as betteclma@isms of co-operation between
them and the Joint Technical Secretariat shouldnbtalled. It is also crucial to
improve the publicity of the programme in particuldistribution of information
regarding the programme in the hinterland regiond anaybe to simplify the
collection of project proposals (to arrange a laxdlection of applications).

Micro projects - there is a need to establish a sort of microgatofund/facility,
covering the entire programme region. That is wispacial horizontal mechanism for
micro projects is foreseen within the new ENPI CBGgramme 2007-2013.

Priority areas of co-operation. According to Russian partners the most welcome
spheres of future co-operation wouldibeer alia natural environment (with emphasis
on cooperation at municipal level), culture, toorjsiT, health of population, more
active introduction of modern means of communicatioto the teaching process,
cooperation of municipalities.

Partnership. According to Russian partnerger alia the following issues should be
strengthened under the future ENPI CBC programmarenactive involvement of
authorities (primarily, the regional ones) in puatjectivities, the dialogue between
authorities and society, participation of socigjanizations in the Programme.

Relations between projects.There is a need testablish some stable frames for
exchanging experience between projects and seccoimgeration between projects of
the Neighbourhood Programme (CBC), Tacis (ENPIljguts and this ENPI CBC
Programme.

The need for wider exchange of information and assiance from the part of
Russian authorities— particularly in the issues of financial repogtiand support to
public organizations. Generally, better ways anthiwds of communication and
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exchange of information between the institutiorspamsible for implementation of
the Programme and projects should be elaborated.

The mentioned lessons learnt will be taken into oant in preparation and
implementation of the Lithuania-Poland-Russia 2@013 Programme.

5. STRATEGIC FOCUS AND OBJECTIVES OF THE PROGRAMME

The socio-economic analysis of the border regiohafffer 2) and the SWOT analysis
(Chapter 3) have revealed that the most charatitefémtures of the Programme area are: an
exclave character of the Kaliningrad region, a geeral character of a majority (with few
exceptions) of the Programme area's regions baim fthe European and the national
perspective, as well as the existence of importiavelopmental potentials hardly linked
together. All those aforementioned problems andlehges, coupled with possible synergetic
effects out of the more intensive co-operation/ioetgood opportunities to develop cross-
border operations in the future among LithuanisaRéland Russia.

The role of the Programme is to help in overcontingse challenges and removing
development barriers. The vision shared by theaailibs engaged in this programming effort
Is that the Programme area should become the noast-West and North-South transport
axes and trade and tourism routes. Further, itldhewolve into a cross-border region of
mutual understanding between the neighbours wortoggther to develop or maintain the
most important developmental assets of the ared)y as natural and cultural heritage and
human capital (in particular entrepreneurship).liire with the analysis of the present
situation the assistance shall remove obstaclesffextive cross-border co-operation and
provide favourable conditions for linking potensiaver the national borders and to safeguard
good social, cultural and natural environment fog tesidents, tourists and investors in the
Programme area.

In the context of the EU Regulation No 1638/2006h& European Parliament and of
the Council laying down general provisions estdélilig a European Neighbourhood and
Partnership Instrument, the Programme intends ¥eldp a zone of shared stability, security
and prosperity, involving a significant degree obromic social and political co-operation.
The focus will be on joint projects/efforts invahg local and regional authorities, SMEs
associations, NGOs and the general public. Theeprayill contribute to building mutual
trust and progressive regional economic integraimoline with principles of subsidiary and
sustainability.

The overall objectives of the Programme resulting rbom the SWOT analysis are
therefore the following:

— Promoting economic and social development on bothdes of the common
border,

— Working together to address common challenges andmmon problems,
— Promoting people to people co-operation.

The objective of ensuring efficient and secure bwmsdis also important for the
Programme Area. However, since the existing bora@dees sufficiently secure, the focus
should be on making them more efficient. Those espare partially covered by the listed
above objectives in particular the one dealing witmmon problems and challenges. They
are also present in the Programme Priorities.
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While implementing the Programme objectives speaitdntion should be paid to the
synergetic effects of matching the ENPI CBC intatians with the ERDF interventions
(ETC programmes) addressing the same territory.

6. PROGRAMME PRIORITIES

Taking into account the SWOT analysis and lessoms fprevious programmes, as well as
having in mind the EU Strategy Paper 2007-2013 ladetative Programme 2007-2010 on
Cross-Border Cooperation within European Neighboadh & Partnership Instrument the
Programme will be implemented through two thematiorities and the horizontal priority

dedicated to people-to-people cooperation.

Priority Measure
1. Contributing to solving common problem&.1 Sustainable use of environment
and challenges 1.2 Accessibility improvement

2.1 Tourism development
2.2 Development of human potential py
2. Pursuing social, economic and spatimhprovement of  social condition
development governance and educational opportunities
2.3 Increasing competitiveness of SMEs and
development of the labour market
2.4 Joint spatial and socio-economic
planning

Horizontal priority dedicated to people-tp-
people cooperation

Under the two thematic priorities (and under thaezamtal priority) the following
beneficiarieswill be welcomed to come up with cross-border ceragion projects:
local and regional authorities in the border regioancerned, their associations and
organizational entities of local and regional auities having legal personality,
non-governmental organisations and non-profit aggions active in the fields
relevant to the Programme priorities,
educational, research and training institutionsiversities, legal persons running
such institutions,
state organisations/institutions,
Other public organizations and entities activehia fields relevant for the Programme
priorities.

PRIORITY 1. CONTRIBUTING TO SOLVING COMMON PROBLEMS AND CHALLENGES
Strategic orientation

As a result of the socio-economic analysis, it isac that the main problems of the
Programme area are the preservation of naturatageri(Measure 1) and ensuring better
connectivity (Measure 2). The actions under theserheasures are aimed at creating a long
term preconditions for sustainable development @ndtorial cohesion of the Programme
area. Some of them would be of an investment cterace. aiming at preparation and
implementation of investments. Such projects shboeldf a pilot nature (i.e. their experience
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should be important for and applicable in the othents of the Programme area). Therefore
such projects should have a strong promotional corapt ensuring proper dissemination of
the knowledge and experience acquired. The bropdenership in such dissemination
activities compared with the core (infrastructurgemted) actions would be strongly
recommended.

Measure 1.1.Sustainable use of environment

High quality natural resources, national and regional parks and rich biodiversity an
important landmark of the Programme area. The enwmiental sector is of great socio-
economic importance in terms of stimulating thealaonomy and employment, particularly
in tourism/recreational activities. However, thedbenvironment still suffers from serious
and still unsolved problems, causing threats botlthé stability of economic development
and to social welfare. Therefore, the focus shdwdd placed on jointly addressing the
Gothenburg Agenda objectives, in particular by dishing the discharge of untreated waste
waters, improving the quality of waste managemert aurbing air pollution by different
measures, including energy saving, enhancement i@ferergy production and other
preventive types of activities. By preparing (anbtpng) investments in e.g. such fields as
bio-energy or wind power energy, the programme owatribute to the decrease of the green-
house effects. The Programme is an adequate tosh&ing knowledge and developing joint
action plans on renewable energy sources and esexgyg. Sustainable development of the
Programme area requires also actions to improveesgas of the general public about the
value and importance of sustainable consumptiony. (éhrough eco-labelling). Such
consumption should in consequence lead to more@mient friendly production as well.

The list of indicative actions under each meassireot exhaustive and closed and its aim is to
signal examples of actions that could be financeitié Programme.

Indicative actions:

— Sustainable cross-border waste water and wastagearent solutions
including investments in modern waste water andtevananagement, in
particular those improving directly and indirectjyality of the water of
the Baltic Sea, as well as joint cross-border astiaiming at decreasing
the outflows of nutrients from small and diffuseistes,

— Air and water monitoring, establishment of crossdeo systems of
exchange of environmental data and local investsndiminishing air
pollution of cross-border character,

— Actions for land rehabilitation for sustainable use

— Development of cross-border strategies for pregemnw and use of natural
and cultural heritage sites and landscapes andtiowrasl for local and
regional development,

— Effective use of energy and the promotion of enexgyrces thus reducing
the harmful impact on the environment and resultimglower energy
consumption costs, preparation and implementatigoirat action plans on
renewable energy sources and energy saving patterclading small-
scale investments; improvement of energy managesystems,

— Competence building and co-operation between Ilomadl regional
authorities in the field of local contingency plamn
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Measure 1. 2 Accessibility improvement

As shown in the analysis, tle®nnectivity is an important weakness of the Programme
area. A good point of departure for further invgstions is provided by transport
development projects in the South Baltic area cwidl by the Baltic Sea Region Interreg
[IB Neighbourhood Programme, such as South Balic or Baltic Gateway. The
programme can further analyse the supply and demided of the transportation services and
provide incentives for improvement of passengeargpart services in the Programme area.

However, the scale and magnitude of the assistander the current programme are not
sufficient to allow for implementation of a largease transport infrastructure of national
importance. Therefore the focus should be on mactsolutions and on small-scale
investments. Priority will be given to developmenthe existing border crossing points and
the new ones for local residents and tourists (wéi&e and pedestrian points) as well as
local roads offering important cross-border effeatsl influence. Equally important is to
integrate various transport modes and transpontatgrs to make the passenger and cargo
transit through the Programme area faster and masgmer-oriented. Such solutions as a
single ticket for several modes of transport, bogkof transport services over the borders,
speeding up of the custom and border control proresdin passenger transport, planning new
cross-border bus, train and ship connections wbeldvelcome. All initiatives and efforts
improving transport accessibility shall be basestovironmentally friendly solutions.

Indicative actions:
— Investments in border crossing points serving nyatolrists and local
population and improvement of existing border drgggoints.

— Improvements of the lochltransport infrastructure offering substantial
cross-border impact and influence or improving mde and internal
accessibility of the Programme area.

— Preparation and implementation of the transportiafridstructure plans as
elements of broader strategies of developmenteftkas on both sides of
the border,

— Preparation and implementation of feasibility sasdifor transport
bottlenecks and missing links hindering formatioh a coherent
multimodal transport system in the Programme agessdb on a prioritised
list of investments offering the strongest crosedbo effect and influence,

— Joint actions of infrastructure owners, cargo owndorder and custom
administration and traffic operators dedicated taliy improvement of
transport connections and better co-operation éetvwdifferent modes of
transport and transport providers,

— Provision of practical solutions to increase sunsthility and quality of
passenger transport services in the Programme area.
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PRIORITY 2: PURSUING SOCIAL , ECONOMIC AND SPATIAL DEVELOPMENT
Strategic orientation

As a result of the socio-economic analysis, it Isac that the main potentials of the
Programme area are the human capital and toufisenregion might also be a laboratory for
co-operation between the EU and Russia in innondbstering and development. However,
the socio-economic potentials of the Programme aredragmented by the existing borders
and are poorly bound with one another by meansetransport infrastructure and regional
development policies. As described in the analgdighe present situation, these factors
speaks for coordinated effort in socio-economic gpdtial planning (Measure 4) as well as
development and management of key assets of tlggdPnone area: labour, entrepreneurship
and innovativeness (Measure 3), human potentialsactal capital (Measure 2) and tourist
attractions (Measurel). Such approach will improvegration of the Programme area by
focusing energy and resources of the people arminttasks with clear synergetic effects
and benefits for all co-operating parties (win-wituations). It will contribute to diminishing
discrepancies indicated in the analysis and wlepthe way for market forces to strengthen
the efforts of the public agents in the furtherrseuof development of the Programme area.
Taking into account the limited funds of the pragrae, activities with hardly cross-border
impact and/or possible for implementation withowbss-border approach should not be
funded (e.g. renovation of cultural heritage ofdldenportance only).

Measure 2.1.Tourism development

Tourism plays an important role in the economy of the Paogne area and demonstrates
the potential to be even more developed due tdhitpe quality of the natural and cultural
heritage and traditions (e.g. food, dances, festivatc.). Tourism creates essential
opportunities especially in coastal and rural argdewever, underdeveloped tourism
infrastructure as well as low transport accessybilvere identified as one of the main
weaknesses in the sector, seriously hamperingaisth and limiting the number of incoming
and local tourists. Also, poor marketing, lack ofegrated tourist products, lack of proper
labelling and certification makes the Programmeadess attractive especially for foreign
tourists. Therefore it is important to develop bétlhurism infrastructure and diverse and
attractive tourist products. Equally important ibedter dissemination of tourism information
and promotion of the joint tourist products. Deyetent of the tourism infrastructure should
be treated as a shared responsibility of the puotid private sector. Public sector should
focus on accessibility of the assets or restoratbrcultural sites, whereas private sector
should improve quality and availability of accommatidn and catering services. The method
of labelling and certification can be an importargtrument to that end.

While implementing tourist-related actions, envirental sustainability shall be taken
into account to prevent degradation of the teritéarge parts of which are protected under
NATURA 2000 directives (Directive of the Council /A99/EEC on conservation of wild
birds and Directive of the Council 92/43/EEC on tomservation of natural habitats and of
wild fauna and flora).

Indicative actions:

— Joint creation as well as preparation and impleatent of feasibility
studies on cross-border tourist products (e.g.sebasder thematic routes
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cross-border agro tourist products) respectingegetmn needs for natural
and cultural heritage

— Preparation and implementation of small-scale itmests enhancing
tourism infrastructure in the Programme area (@it IT systems for
presenting and selling common tourist productstoraton of the local
cultural heritage sites as part of the broaderszbmsder tourist product,
improving access to the sites whenever found nacgder creation of
common cross-border tourist products, constructibmissing fragments
of the bike routes of cross-border character, atimaa complementing the
existing chain of the marina network of the Progmararea),

— Renovation of the culture heritage infrastructuvbich leads to creation of
a tourist attraction for the whole Programme area,

— Joint actions promoting common tourist product

— Joint labelling and certifying of tourist destirats.

asure 2.2 Development of human potential by improvaent of social conditions
(sphere, sector etc.) governance and educationgmortunities.

The educational systemis important for eliminating mental and culturarbers for
integration of the Programme area. However, duedimited resources only projects with
high and clear multiplier effects may be suppongthin this theme. The pure exchange of
students or teachers done at ad hoc basis shouddided as well as projects limited to
scholarship granting. A joint work on new forms eflucation, on readjustment of the
educational systems and curricula in response @octtanging requirements of the labour
market will be promoted. Equally important is deyghg and spreading out in the
participating regions the knowledge on the neighbdwom the other side of the national
border. The programme can also look at the acabsif educational centres and cater for
expansion of the educational infrastructure (wherétvis economically justified) and for new
forms of education (e.g. e-learning) in order tailftate the access to education at each level.

While enhancing cross-border integration attensibauld be paid to the socigphere.
Decreasing mental barriers and prejudices is implasswithout cultural exchange.
Combating communicable diseases is an importakt itaghe Programme area. It is also
necessary to orientate the co-operation schemebkeirsocial sphere towards key issues
essential focivil society formation suctas: combating social exclusion, local community and
democracy development, efficient provision of sba@ad health services, intercultural
dialogue and understanding, promotion of equal dppdies, increasing working mobility,
exchange of culture and, last but not least, prgmemf pathology among young people.

Good governanceis an important prerequisite for removing barriefscross-border
integration. Co-operation on governance will alemtdbute to establishing a political of
mutual trust, the lack of which was mentioned asiraportant threat for the long term
integration of the Programme area. As a consequehdbe personal contacts between
concrete peoples from regional and local autharitiem both sides of the borders a mutual
learning should appear. If successful such co-djeravill lead not only to the exchange of
good practices or competence building through bexacking but also to policy coordination,
whenever this might be beneficial for the developtwd the Programme area (e.g. combating
organized crime).

Indicative actions:
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— Development of practical solutions to improve treeessibility of educational
centres and the availability of new forms of edioraie.g. e-learning, exchange
courses for researchers) covering problems of joipbrtance for the Programme
area,

— Multi-annual programmes for teachers and redeas to learn about the
development of the neighbouring cross-border regad to share this knowledge
on a more permanent basis with students and o#fa@hérs and researchers in
their home institutions,

— Improvement of the quality of education and incesafsaccessibility to lifelong
learning through joint cross-border efforts,

— Joint efforts in adjusting the educational systémthe changing demands of the
labour markets,

— Co-operation in the field of health care, in pariée joint common actions for TB
and AIDS control, preventive programmes, educdiomgood health, e-health
care,

— Strengthening social and cultural integration afdeo territories,

— Preparation of pilot and innovative projects foagson common social challenges
such as: innovative forms of services for the ¢yda@nd socially vulnerable groups
of population, preventing youth migration,

— Strengthening local democracy and civil societymfation e.g. participation of
people in decision making and development at Itoatl, local community and
democracy development, combating social exclusfficient provision of social
services, intercultural dialogue and understandimgomotion of equal
opportunities, youth inclusion,

— Strengthening good governance, in particular endraeat of participatory
strategic socio-economic planning and programming,

— Coordination of regional and local government pelcin the field of combating
organized crime.

Measure 2.3. Increasing competitiveness of SMEs amgvelopment of the labour market

The development of the programme area, at leat@o&U side, is dependent os@und
and active SME sector In Kaliningrad as well as in some regions of Rdland Lithuania
larger enterprises play a more prominent role. Thian excellent opportunity for searching
for synergies between large and small firms. Desm@striction in granting support to private
entities the Programme may still enhance the ergngurial development by supporting
platforms and networks for liaising between theaaremall and middle-sized enterprises. It
can also enhance co-operation between intermedigoport structures for SMEs aimed at
strengthening cross-border co-operation of thernmss sector. The Programme can also
support the improvement of the effectiveness efrdsearch and development (R&D) system
to make it more oriented towards the business camtsnand more responsive to public
policy needs. Equally important for business depelent are marketing campaigns to attract
foreign direct investments, the improvement of kaeour market and the availability of
updated and reliable information necessary fofisgttlown new businesses.

Indicative actions:

— Strengthening of intermediary support structuresSMEs (development
agencies, business foundations, chambers of coremand industry,
chambers of crafts, technological parks, businmessbators etc.) and SME
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networks for better liaising between small and medsized enterprises in
the Programme area,

— Joint initiatives of intermediary support structiréor SMEs aimed at
improving cross-border co-operation of SMEs,

— Enhancement of research networks (universities R&@D institutions)
towards their better linkages to enterprises andalloand regional
governments,

— Joint innovation fostering and development,

— Stimulation of trade and investments by joint tiagnand marketing,

— Development and pooling of labour market in boraleras e.g. through the
creation of common data bases, joint training etc.,

— Strengthening the development of rural areas inRtegramme area by
training of farmers, organisation of exchange opesience for them on
diversification of rural activities, realisation démonstration projects.

— Promotion of a temporary exchange of the profesdsowith the specific
skills and qualifications to transfer the know-h@nd good experience
missing in the recipient region.

Measure 2.4Joint spatial and socio-economic planning

More complex projects focusing on preconditions tftg sustainable development of cross-
border functional areas and addressing simultamgceseral fields, like: business, tourism
development, as well as sustainable use of envieohnand/or connectivity might be
welcome under this measure. Some projects mighitéae implementation of the previously
agreed cross-border strategies for the most semsitoss-border areas requiring integrated
(multisectoral) and joint interventions on bottes of the borders. Typical examples of such
areas are Vistula/Kaliningrad Lagoon, Curonian @JrLagoon, Nemunas/Niemen/Neman
delta calling for joint management plans.

Indicative actions:

—  Development of cross-border sea use plans, sucNistsila/Kaliningrad
and Curonian (Kurs) lagoons,

—  Spatial planning and socio economic planning ofcfiomal cross-border
areas in particular rural areas,

—  Cross-border coordination of regional and localiG@conomic strategies
and spatial plans,

- Practical actions in support to joint planning,

— Joint researches for regional development.

There will be also a horizontal priority within tiRrogramme devoted to tipeople to
people co-operationand implemented through so called micro-projeSisch projects are
essential to bridge people in order to lower memtadl cultural barriers for integration.
However, such people-to-people actions might alsmgbimportant synergetic effects
accelerating sustainable growth in the Programrea &r the long run. The implementation of
this kind of activities in the Programme area siin 1994. One of the tools was PHARE
Small Project Facility. Then the actions were utalesn through the Small Project Fund
operating in Poland and Lithuania. Both programmvese warmly welcomed by the local
populations. Under the Neighbourhood Programmeukitia-Poland-Kaliningrad Region of
the Russian Federation 2004-2006 actions on thal legel were implemented within the
measure 2.1Support for the local community initiativeBlowever there was no special
mechanism foreseen for the micro-projects.
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The programme will offer ground for developing gqoecation networks at the cross-
border level with broad involvement of local comnii@s, NGOs and the media. The
programme will support efforts to create a broaderhoring of the cross-border co-operation
with the involvement of a broader publithe general purpose of supporting local initiatives
is the development and intensification of cooperabetween communities on both sides of
the border, that in the future should improve titeasion in the fields of culture, education,
tourism and sports as well as in the social anch@wic spheres. Such networks will
materialise the institutional co-operation thas lodten been conducted for a long time, but
there were no formal financial instruments suppgrtit. Thanks to micro-projects, the
promotion of social and economic activities andssgjuently the creation of better conditions
for the further development of the border regidh e achieved. Foreseen actions will aim
at strengthening the regional identity and mutuadarstanding, as well as overcoming the
existing barriers. The success of the Programmeé kel possible only when local
communities cooperate in as many areas as possibgeregular basis, establishing durable
contacts and networks. However, an important preséq is that the contacts established
through the assistance will be of a durable (norhad) character, contributing to the
integration of the Programme area even after tbggrcompletion.

In order to promote micro-projects, under eaciorjty an indicative amount of
money will be reserved for them by decision of dleent Monitoring Committee. The micro-
project will be mainly identified by the size ofethbudget, and their people to people
character. Under those projects a leadership difsdll of euroregions, local governments,
non-governmental organizations, education facdiad religious congregations is expected.
Special credit will be given to projects of innavat character (with none or hardly any
replication of previously implemented actions) atiebse creating durable co-operation
networks to be continued after the project closticefacilitate the management of the micro-
projects within the Programme, so called umbretlgqets, run by experienced partners and
composed of smaller projects unified by a commami, will be welcomed.

TECHNICAL ASSISTANCE

Technical Assistance (TA) is essential for providieffective implementation of the
Programme. The assistance aims to provide withgh Quality service of managing and
implementing institutions. It covers expenditursasated with the preparation, follow-up,
monitoring, auditing and evaluation activities ditg necessary for the implementation of
this Programme and for the achievement of its divjes, e.g. studies, meetings, information,
awareness-raising, publication and training acésit including training and educational
measures for partners enabling them to take pattenvarious stages of the programme,
expenditure associated with computer networksHereixchange of information and any other
administrative or technical assistance expenditioat the Joint Monitoring Committee may
decide for the management of the Programme. AlBuities foreseen in the Information and
Communication Plan (Annex 2) will be financed fréime TA budget.

Under technical assistance expenditure shall lggb#di to cover costs incurred by the
Joint Managing Authority for managing and impleniegtof the programme in line with the
principle of sound financial management and thengiypies of economy, efficiency and
effectivenessThe operation of the Joint Technical Secretari@S}§Jshall be financed from
the technical assistance budget as well.
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7. COHERENCE WITH COMMUNITY POLICIES AND OBJECTIVES

The Programme is an important complement to exjstimd foreseen national, regional and
sectoral initiatives covering parts of the Prograamanea. The Programme will add a cross-
border dimension to those initiatives, looking la¢ tProgramme area development from a
comprehensive socio-economic, environmental antii@llperspective. For instance jointly
prepared and agreed investments under the crods#qmmojects may be placed in the project
pipeline for national and regional programmes sasltonvergence programmes on EU side
of the border and ENPI national component in Kalfgnad. The multiplier and leverage
effects of the Programme vis a vis other initiagiweill stem from know-how exchange,
benchmarking and transfer, as well as exposureeto ideas and solutions which are core
elements of cross-border co-operation.

ENPI strategy and regulations

The Programme is consistent with tREGULATION (EC) No 1638/2006 OF THE
EUROPEAN PARLIAMENT AND OF THE COUNCIL of 24 Octobe006 laying down
general provisions establishing a European Neightitmmd and Partnership Instrument.
Thematic scope of the Programme derives from tlsergeion of the scope of the community
assistance provided for in Article 2 of the aforatimed Regulation.

The Programme is in line with the “ENPI CBC Strat&aper 2007-2013 and Indicative
Programme 2007-2010 The Programme aims at stramgtheelations between Poland,
Russia and Lithuania through enhanced bilateral witateral relationships, as it offers
assistance that will stimulate economic and saiteaklopment in the whole Programme area.
This aims at mobilising commitment of partners a&gards issues beneficial for the
Programme area, such as: building of mutual tristpporting SME co-operation,
development of tourist products, cleaning environtetc.

The core priorities the Programme are consistetit the four objectives detailed in the
ENPI CBC Strategy Paper 2007-2013 and Indicativeglamme 2007-201@see table
below).

Table 1. Consistency between CBC ENPI objectivesraeasures of the Programme

General Objective 1: Objective 2: Objective 3: Objective 4.
objectives of the| Economic and | Common Secure and People to people
CBC ENPI social challenges efficient borders| co-operation

programmes development

Measures of the
programme

Measure 1.1.
Sustainable use of
environment X

Measurel. 2.

Accessibility
improvement X X

Measure 2.1

Tourism
development X
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asure 2.2
Development of
human potential by X X X
improvement of
social conditions
(sphere, sector etc.
governance, and

educational
opportunities

Measure 2.3.

Increasing of X
competitiveness of
SMEs and
development of
labour market

Measure 2.4oint
spatial and socio-
economic planning X

EU'’s strategic partnership with Russia

Cross border co-operation is an integral part ef EtRussia Strategic Partnership
with its four Common Spaces and associated roadsnaap with an expression of this
partnership ideas set out in therthern Dimension Policy. Three out of four spaces i.e.
common economic space; common space of freedomriseand justice; and a space of
research and education, including cultural aspéetee been highlighted in the Programme.
Those three spaces are the most relevant fields-operation at the local and regional level.

The bilateral basis for EU relations with Russialie Partnership and Cooperation
Agreement(PCA) which came into force on 1 December 19974dforinitial duration of 10
years. The new PCA is under preparation.

The provisions of the current PCA cover a wide eaafjpolicy areas including political
dialogue; trade in goods and services; businessimrestment; financial and legislative
cooperation; science and technology; education taaicing; energy, nuclear and space
cooperation; environment, transport; culture; andperation on the prevention of illegal
activities. All these form the core of the curr®nbgramme.

In fact the Programme addresses also a majoritigeokey priority themes, which have
been identified under the Northern Dimension foalajue between the EU (its member
states) and the Russian Federation.

EU’s Russia country strategy paper 2007-2013

The main interests of the EU in Russia lie in fostgthe political and economic stability
of the Federation; in maintaining a stable supgiyeergy; in further co-operation in the
fields of justice and home affairs, the environmemd nuclear safety in order to combat ‘soft’
security threat.

Because Kaliningrad Oblast is surrounded by EU Manthtates, the EU maintains a
particular interest in the region. Its objectivaasensure that the socio-economic potential of
Kaliningrad and the surrounding region is fulfillelind this is also a key task for the current
Programme.
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In the National Indicative Programme 2007-2010 RUWBSFEDERATION the priority
has been given to the implementation of the comspaces and to the development of
Kaliningrad through a reduction in corruption armdanmised crime, the improved governance
of Kaliningrad, and the improvement of the envir@mnhand health issues. The ENPI CBC
programme Lithuania-Poland-Russia will bring lo@ald cross border perspective to the
implementation of those tasks and will offer leggraffects by facilitating the use of Polish
and Lithuanian experience.

Main EU strategies

The Programme is also in line with thesbon strategy of the European Union, as it
focuses on education and innovation, creation ofenmand better jobs (in terms of skills
required and added value produced) and fostentrg@reneurship.

The Programme strategy, priorities and indicatiotoas are well in line also with the
Gothenburg strategy. The sustainable use of the environment is ambagcbore thematic
fields to be supported by the Programme intervestio

Main EU principles

The principle of thesustainable developmen{understood as meeting the needs of the
present generation without compromising those adr&igenerations) as set out in the EU
Treaty has been highlighted in the Programme asradntal objective. Compliance with
sustainable development principle will be verifidaring the project selection procedure and
during monitoring of the projects implementation.

The Programme will also suppogqual opportunities in order to prevent any
discrimination on the basis of gender, race orietbrigin, religion or belief, disability, age
or sexual orientation. This will be done in a ddatm. Firstly, the equal opportunities
perspective will be requested in all projects sufgmb by the Programme. .It will be
incorporated into the project selection procedues,the beneficiaries of the projects should
demonstrate that the equal opportunities principleespected and promoted during the
implementation of their operations. Secondly, tm@lementation of the Programme as such
will pay attention to the equal opportunity prineiy ensuring a lack of discrimination in
the Programme decision-making procedures, the Isdarcexternal expertise and hiring of
the staff.

Cross-border character of the Programme

The Programme will also pay attention to @BC principles. Therefore all operations
must:

1. Have a clear element of partnership, co-oparatio joint activity across the
border,

2. Be of local or regional importance; and in tlasec of strategic project improve
possibility for co-operation between regions andnitipalities from participating

countries or address their main developmental ehgés,

3. Be implemented by at least two eligible partnatdeast one from EU, member
state and at least one from Kaliningrad Oblast.

The mentioned above requirements are translatedhet project selection criteria. To secure
the Programme focus on the core Programme Areadheficiaries from the adjacent areas
might participate only in projects in which at ledso partners from different countries come
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from the core part of the Programme Area. The atioo of the EU grants from the
Programme budget to the partners outside the canteop the Programme Area should not
exceed 20 percent of the total ENPI funding alledab the Programme for the years 2007-
2013. Additionally the partners from the adjacesgions cannot be the Lead Partners of the
projects.

Equally important is to ensur@urability of the programme outcomes. Therefore at the
selection stage the potential applicants will bieedsto present evidences that the operations
started within the Programme framework will congnafter the project closure that the
results achieved will last much longer then theghamme implementation time horizon.
Durable and continuous economic, social and eccébdbenefits will be criteria to be
observed in selecting operations for funding.

8. COHERENCE WITH NATIONAL STRATEGIC REFERENCE FRAMEWORKS AND
OTHER STRATEGIC DOCUMENTS

The jointly developed priorities set in this ENPBC Programme are complementary to
the wider development priorities of the countrielsose territories fall into the Programme
area. The programme is fully compliant with maiasRan, Lithuanian and Polish strategies
and programmes, such as:

— Long Term Development Strategy for the State (latha),
— National Development Strategy for 2007-2015 (Pojand
— Federal Special Programme of the Social and Ecanobevelopment of the
Kaliningrad Region,
— The Programme of Social and Economic Developmerh@fKaliningrad Oblast for
2007-2016
— National Reference Frameworks for Poland and laitia
The ENPI CBC Programme also takes into considera&gional development strategies of
the participating regions.

The Polish National Development Strategy 2007-2018NDS) — approved by the
Council of Ministers on 29 November 2006 — is firincipal strategic document defining
the goals and priorities of social and economicetigyment of Poland up till 2015 and the
conditions that should ensure this development.

The ENPI CBC Programme will contribute directly tbe implementation of all the
priorities, in particular to the priorities on grdwand employment and on regional
development and territorial cohesion

The Lithuanian Long-Term Development Strategy —adopted by the Lithuanian
Parliament in November 2002 — provides an assedsofethe situation in the country,
outlines a vision of the Lithuania development aettles development objectives and main
priorities for the long-term development (till 2Q1dF the country.

The Programme complies with a number of objectofebe Strategy in various sectors,
in particular: culture, environmental protectiomcisl security, health, business, industry,
energy, rural development, regional developmenttandsm.

The Programme of Social and Economic Development diie Kaliningrad Oblast
for 2007-2016was developed in 2006 and adopted by the LaweoKthliningrad Oblast No.
115 of 28 December 2006. The Programme aims aéwaolgi the objectives laid down in the
Medium- and Long-term Strategy of Social and Ecoicobevelopment of the Kaliningrad
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Oblast. The ENPI CBC Programme will contributetie tmplementation of all the tasks and
objectives of this document including improvemefftlite standards, competiveness and
governance system in Kaliningrad Oblast.

The ENPI CBC Programme also adheres to the aimstladnain priorities of the
Federal Special Programme of the Social and EconomDevelopment of the Kaliningrad
Regionissued by the Government of the Russian Federatioh December 2001. The ENPI
CBC Programme will contribute to the implementatmithe measures of this programme
aiming at: improvement of the ecological situatiatevelopment of the tourism-leisure
system and improvement of the social welfare/qualitlife.

The ENPI CBC Programme will also be seen as a ieefoc the implementation of the
National Strategic Reference Frameworks (NSRFhef Member States in the Programme
area.

The ENPI CBC Programme corresponds with the gfiatebjective of the Polish
NSRF '2007-2013 in support of growth and jobs National Cwesion Strategy, which is
creation of the conditions for the growth of conipetness of knowledge based economy and
entrepreneurship assuring an increase in the enmpéoyt and in the level of social, economic
and territorial cohesion

The main aim of thé.ithuanian Strategy for the Use of EU Structural Assistance
for 2007-2013is to rapidly improve the conditions of investingprking and living in
Lithuania so that the benefit provided by the ecoiwogrowth reaches all Lithuanian
residents.

The ENPI CBC Programme adheres to the strategis goa main priority directions of
the Lithuanian Strategy, in particular by the measuaddressing life-long learning, good
quality of working places, SMEs development, useegjional and local natural and cultural
resources, enhancement of tourism and developnmehinaprovement of tourism services,
accessibility of education, and social inclusion.

The ENPI CBC Programme has been prepared and evithplemented in collaboration
with the regions from the Programme area, whichelimerensures conformity with the
regional development goals and strategies, mainith:wThe Pomorskie Voivodship
Development Strategy 2020 (Strategia Rozwoju Wopztwa Pomorskiego 2020),

P #
$%8%R " ) R
e $%$% ), Strategy of Development of the Podlaski Proeinidl 2010
(Strategia Rozwoju Wojewodztwa Podlaskiego dair@R10), Strategy of Development of
the Mazowieckie Province till 2010 (Strategia zRoju Wojewddztwa Mazowieckiego do
roku 2010), Strategy of Development of the Kujagv§lomorskie Province for 2007-20020
(Strategia Rozwoju Wojewddztwa Kujawsko-Pomorgki@a lata 2007-2020), Strategy of
The Social And Economic Development of the KalimadyRegion as a Co-operation Region
for the Period to the Year 201KRlaip dos regiono pletros Planas 2007-20D&\(elopment
Strategy of the Klaipeda Regiof)aurags regiono pletros Planas 2007-20L&yelopment
Strategy of Taurage Regio8)auli regiono 2007-2013 metpletros Planadevelopment
Strategy of Siauliai RegigrMarijampol s regiono pletros Planas 2007-20T8yelopment
Strategy of Marjampole Regign)elSi regiono pletros iki 2013 metPlanas Development
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Strategy of Telsiu Regignkauno regiono pletros Planas 2007-20D8\elopment Strategy
of Kaunas Region)Alytaus regiono pletros Planas 2007-20T8\{elopment Strategy of
Alytus RegionYhis conformity is illustrated in the table below.

Tab.2. The ENPI CBC Programme measures versusna@gievelopment strategies
(12

' 0w e 8 =
Regions > 55 e 8 o
= 72 =T} c 20 &)
= L £ = L = (@) T o c
= o c S c =] = S| o ®
2 |5 |- 82 |8 SEE 8¢
c 82 oo 3 JES| O3>
3 9w o =) L S £ 3
n © w °

Klaipeda county | ++ ++ ++ + ++ + +

Marijampoles ++ ++ ++ ++ ++ ++ +

county

Taurage county | ++ ++ ++ + ++ + +

Alytus county ++ ++ ++ ++ ++ ++ +

Kaunas county | ++ ++ ++ ++ ++ ++ +

Telsiai county | ++ ++ ++ ++ ++ ++ +

Siauliai county | ++ ++ ++ ++ ++ + +

Kaliningrad ++ ++ ++ ++ ++

Oblast

Pomorskie ++ ++ ++ ++ ++ ++ ++

Voivodship

Warmi sko- ++ ++ ++ ++ ++ ++ ++

Mazurskie

Voivodship

Podlaskie ++ ++ ++ + ++ + +

Voivodship

Kujawsko- ++ ++ ++ ++ ++ ++ +

Pomorskie

Voivodship

Mazowieckie ++ ++ ++ ++ ++ ++ +

Voivodship

Explanations:
++ Strong preferences
+ Activity mentioned in the document

9. COMPLEMENTARITY WITH TERRITORIAL CO -OPERATION PROGRAMMES AND
OTHER EU PROGRAMMES IMPLEMENTED IN THE PROGRAMME AREA

A large number of Structural Funds programmes dsteix the Programme area
overlapping territorially with the ENPI Lithuani&oland-Russia Cross-Border Co-operation
Programme 2007-13. Those programmes will address dbnvergence objective and
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territorial co-operation objective (different stos). Some sectoral initiatives and programmes
might also demonstrate territorial overlap with E¢PI CBC Programme.

Convergence

The eligible area of the ENPI Lithuania-Poland-Raus€BC Programme 2007-13
directly corresponds to Convergence programmesoiland and Lithuania. However, the
prospective overlap is rather limited. The ENPI CBfogramme might add a cross-border
perspective to the convergence-based interveniiori@oland and Lithuania. Investments
planned, decided and prepared by the ENPI CBC Bmogie may be placed in the project
pipeline for national and/or regional programmes implemented by a public-private
consortium.

Transnational and cross-border programmes under the territorial co-operation
objective

The main difference between the BalBea Region Programme 2007-201perating

in the eligible area and the ENPI CBC Programmthésscale of interventions. The ENPI
CBC Programme features such economic social anidoanvental topics, which are specific

for this area and which result from a joint usendfastructures and facilities as well as from
the existence of common borders and close-rangeonet built on people-to-people

contacts. This difference in the scales can alssd®n by comparing both programmes
priorities. The priorities of the ENPI CBC Programmmight demonstrate some (but limited)
similarities with priorities 1-4 of the BSR Programa, at least as far as themes of
interventions are concerned (mainly environment dgb tourism and entrepreneurship to
some extent). However, under the CBC Programmeg#ugraphical focus is much more
limited.

To avoid overlap between ENPI CBC and Balbiea Region Programmaet has been
proposed that the latter Programme will not corrsadigible project proposals formulated by
partnerships coming merely from inside the crossko Lithuania-Poland-Russia area. In
effect the BSR Programme by definition excludesjgmoproposals promoted by Polish,
Lithuanian and Russian partners covered by the EBEBRC Programme Lithuania-Poland-
Russia.

The main difference betweebouth Baltic Cross-border Programmeand the ENPI
CBC Programme is the limitation of the former ooeite EU partners only. The South Baltic
Cross-border Programme partnership is from one hanch broader, including also Sweden,
Denmark and Germany, but from the other hand Kadirad and some Polish and Lithuanian
regions are missing. So the territorial overlagpoth programmes is limited to a few Polish
and Lithuanian regions. In accordance with art&deof the ERDF regulation the possibilities
of co-financing project activities outside the Egfritory from ERDF resources within the
South Baltic Area Programme are of very limited magle (max. 10 percent of the ERDF
allocation to the programme), and provided thas¢hendertakings will be for the benefit of
the EU regions. Therefore partners from Kaliningragion should use mainly the European
Neighbourhood and Partnership Instrument within ltheuania-Poland- Russia programme
in the cross-border context. However, both prograsgsouth Baltic CBC and ENPI CBC)
have rather similar areas of interventions (meagure

It seems natural that both Programmes are clos#idates for co-operation with each
other. The projects and solutions developed inpyogramme might be tested in the other
one. There is a need to exchange the project segdod practices achieved and organise
joint seminars for projects from both programmes.

38



Lithuania-Poland-Russia ENPI Programme 2007-2013

The Cross Border Cooperation Programme Lithuania-Ptand and the ENPI CBC -
Lithuania- Poland-Russia Programme (both progranmcoesr period 2007-13) operate in the
same space (except Vilnius county); however, ttterlmne encompasses a broader territory
in both Poland and Lithuania. Both programmes haker similar areas of interventions
(priorities and measures) which should result irtiplying effect. On the other hand in areas
reserved only for one Programme synergy effect ngplémented actions between both
programmes should appear. This ENPI CBC Programithen@t consider project proposals
formulated by partnerships coming merely from iesitie cross-border Lithuania-Poland
area, as at least one Russian partner should tstirective feature of the ENPI CBC projects
and is compulsory according to the ENPI CBC rules.

10 QUANTIFICATION OF THE OBJECTIVES (OUTPUT AND RESULT INDICATORS )

The system is composed of output and result indlisatnainly. Programme impacts
have not been defined.

Outpus are understood as concrete deliverables whichthelprojects achieve planned
results. Such deliverables may include: internal arternal events organised in a project
lifetime, analytical reports, strategic documenpslitical statements, written and visual
promotional materials, etc...

Resultsrepresent the immediate effects and advantagesedréy the interventions for
the direct beneficiaries or target groups. The Itesmay be observed during the project
implementation time horizon. (e.g. qualificationarreed by trainees, new tourist activity
generated by a farmer, etc.) and therefore measorguloject closure.

Indicators are essential to monitor progress inlementation of both the Programme
and individual projects. Therefore collecting amalgsing indicators should be a joint effort
of project partners under the responsibility of tbead partner and the Joint Managing
Authority of the Programme.
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Chapter 2
1. JOINT STRUCTURES AND COMPETENT AUTHORITIES

In order to implement the Programme the followioig{ structures will be set up:

Joint Monitoring Committee (JMC)

Joint Managing Authority (JMA) — the Ministry of B®nal Development of the

Republic of Poland

Joint Technical Secretariat (JTS) — the joint openal body assisting the Joint
Managing Authority and the Joint Monitoring Comreétin carrying out their

duties. The JTS will be located in the Cooperakand Foundation — (  State

owned foundation dealing with implementation of Eliided programmes)

The following National Authorities (NAs) collaboeatwith the JMA for the Programme
preparation and implementation period, and areoresiple for the coordination of the
programming process in Lithuania and Russia:

o National Authority in Lithuania: Ministry of the tarior
o National Authority in Russia: Ministry of RegionBlevelopment, Ministry of
Foreign Affairs.

The joint structures are established in accordantte Regulation (EC) No 1638/2006 of the
European Parliament and of the Council of 24 Oat@®®6 laying down general provisions
establishing a European Neighbourhood and Partipetsbtrument, ENPI CBC Strategy
Paper 2007-2013 and Implementing Rules of the CB&yrammes financed within the
framework of the legal basis ENPI

1.1 Joint Monitoring Committee (JMC)

Responsibilities of the IMC

The participating countries shall appoint withim®nths from the Commission’s approval of
the Programme, representatives of the Joint Mango€Committee. The Joint Monitoring

Committee is responsible for the overall qualityl afficiency of the implementation of the
Programme. It takes in particular the following ideans concerning the Programme:

approves the Joint Managing Authority’s work prograe,

appoints the members of the evaluation committees,

decides on the volume and allocation of the Prograi® resources for technical
assistance and human resources,

at each of its meetings, reviews the managemenisides taken by the Joint
Managing Authority,

decides on the selection criteria for the projectd takes the final decision on projects
and on the amounts granted to them,

at each of its meetings and on the basis of theideants submitted by the Joint

Managing Authority, it evaluates and monitors pesg towards the objectives of the
Programme,
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reviews all the reports submitted by the Joint Mpamg Authority and, if necessary,
takes the appropriate measures,

examines any contentious cases of recovery brotghts attention by the Joint
Managing Authority.

Composition of the IMC

The Joint Monitoring Committee shall include regmetatives of:

o National authorities responsible for the implem&ataof the Programme, appointed by
each participating country. Each country shalldq@esented by max. 2 representatives,

o Regional authorities from the programme eligibleaar Each cooperation (core) region
of the Programme shall appoint representativestgpeesentatives of adjoining regions
may participate in the Joint Monitoring Committeeatings with observer status,

0 Representatives of the civil society, e.g. locathatities and their associations,
economic and social partners.

The composition of the Joint Monitoring Committegak also ensure that environmental
aspects are appropriately taken into account duhagrrogramme implementation process.

The JMC shall include up to 7 representatives fiti each country participating in the
Programme.

The European Commission shall be invited to eactetimg of the Joint Monitoring
Committee and shall be informed of the resultst®ideliberations. It may take part in each
JMC meeting on its own initiative, as an observet without decision-making power.

Members of the Joint Monitoring Committee shall d@pointed as representatives of their
countries on a functional basis and not on a paiduasis.

Rules of procedures of the Joint Monitoring Commitee (JMC)

The Joint Monitoring Committee shall take decisidmysconsensus among all the national
delegations of the participating countries (oneevaér delegation). Details of the functioning
of the Joint Monitoring Committee shall be desaiiba its Rules of Procedures, to be
adopted unanimously at the first meeting of the @xttee.

The JMC shall be chaired on the annual rotationisbay the representatives of the
programme partners. The JMC shall be co-chairedhbyJMA when the chairmanship is
awarded to Lithuania or Russia. A representativin@fJ TS will be the secretary of the JIMC.

The Joint Monitoring Committee shall meet as ofismecessary and at least once a year. It
shall be convened by its chairperson following dydustified request from one of its
appointed members or from the European Commissgianay also take decisions through
written procedure at the initiative of the JointmMdging Authority or one of the participating
countries. In case of disagreement, any member ragyest that the decision will be
discussed at a meeting. The first meeting of th€ 3Mall be convened by the JMA.

The Joint Technical Secretariat will be responsibde the organisation of the Joint
Monitoring Committee meetings. It will also draftinutes after each meeting of the Joint
Monitoring Committee and circulate them to all memshof the IMC for approval and then

40J L310, 9.11.2006.
® 0J L210, 10.08.2007.
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for signature by the chairperson and the secref@rg. final version of the minutes will be
sent to the European Commission, all members of M€ and external observers if
nominated.

1.2 Joint Managing Authority (JMA)

All three countries involved in the Programme deatgd the Polish Ministry of Regional
Development as the Joint Managing Authority of tBPI CBC Programme Lithuania-
Poland-Russia 2007-2013.

General functions of the JIMA

The Joint Managing Authority is an executive botigving the overall responsibility for
managing and implementing the Programme, inclutiegnical assistance, in line with the
principle of sound financial management, the pples of economy, efficiency and
effectiveness. To this end, it shall put in place appropriate audit, control and accounting
systems and standards. The operational manageraeatiohs as well as the financial
management functions would be organized separatighyn the Joint Managing Authority.
The functions of the authorising officer and theamting officer would be separate and
mutually incompatible.

Organisation of the JIMA

The Head of the JMA is the Minister for RegionalvBlpment of the Republic of Poland
(MRD).

Four mutually independent units function within th&lA: operational unit, financial unit,
paying unit and internal audit unit. They cooperatih one another in executing their
specific tasks.

Operational unit

A separate unit of the Territorial Cooperation Dépant of the Ministry of Regional
Development acts as tloperational unit and in this respect is responsible for:
the launching of calls for proposals and calls tiemders (in cooperation with the
financial and paying unit and with support of tA&) after the approval by the IMC,
the signature of contracts with beneficiaries andt@actors in accordance with the
internal procedures of the MRD,
the operational follow-up and the financial managetof the projects together with
the financial and paying unit,
the preparation of possible environmental impasessment studies at the programme
level (with support of JTS),
the immediate notification of the Joint Monitoringommittee of all cases of
contentious recoveries ( in co-operation with iharicial and paying and audit units),
setting up the monitoring system where the datangplementation necessary for
financial management, monitoring, verificationsdiési and evaluation are collected
(in cooperation with the financial and paying unit)
managing the technical assistance budget.
preparing the annual audit programme of the prsjgat cooperation with the
financial and paying and audit units).in line withe Article 37 of the CBC
Implementing Rules.
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drawing-up of the operational annual reports and #nnual reports on the
implementation of the annual audit programme of phejects and sending them
together with the financial reports to the Joint fdoring Committee and the
European Commission.

the Implementation of the information and visilyllglan ( with support of the JTS)

The authorising officer is the deputy director ¢f)the Territorial Cooperation Department
responsible for the operational unit's activities.

Financial unit

A separate unit of the Territorial Cooperation D#yp@nt in the Ministry of Regional
Development acts as tffi@ancial unit and is responsible for:

- the verification that expenditures are real, adeut@and supported by appropriate
documents (with support of the JTS) and authoridnegexecution of payments to the
paying unit of the Ministry — Economic and Finand&e®partment,
the preparation of the detailed annual budgete@Programme,
the submission of payment requests to the Comomissi
drawing up of the financial annual reports,
the financial corrections and preparation of theovery orders towards the project
beneficiaries and proceeding with the recoveries.

Requesting the paying unit to set up the singl&klzaxcount of the payments.

Paying unit
The accounting officer is the chief accountanthaf Ministry of Regional Development..

A separate unit of the Economic and Financial Depant of the Ministry of Regional
Development, acts as tpaying unit, and in this respect is responsible for:
- Setting-up and managing the single bank accoutiteoprogramme,
Establishing the accounts of the programme; th@wdng system is specific and
separate and exclusively deals with operationgaele the programme, allowing for
an analytic follow-up per operation, priority an@asure,
Receiving payments from the EC and their trangbebeneficiaries and contractors
upon request of the financial unit.

Audit unit

The internal Audit Unit of the Ministry of RegionBlevelopment acts as thedit unit and is
responsible for:
Auditing on an annual basis the internal circuits tbe JMA and the correct
application of procedures,
Drawing up of an audit plan according to Art 37tbé Implementing Rules and
sending it to the Joint Monitoring Committee and @ommission.

It is envisaged that 5-10 people in the Ministry Régional Development will fulfill the
functions of the Joint Managing Authority of theoBramme. Procurement rules for direct
expenditure of the JIMA from technical assistancgget will follow Polish law with regard to
public procurement. The costs of the functioninghef Joint Managing Authority relating to
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the implementation of the Programme shall be caldrem the Programme Technical
Assistance budget.

The Joint Managing Authority will delegate some itsf functions to a Joint Technical
Secretariat (as described under 1.3). The predssebdition of tasks between the JMA and
the JTS will be further specified in a separateeagrent. The JTS carries out its activities
under the full responsibility of the JMA.

Structure of the Joint Managing Authority

Economic and
Financial
Department

irector of lerritorial Cooperation Department

(paying unit)

Deputy Director | Deputy Dire
(operati (financial f

Deputy Director | Deputy Director Il ) _
Authorising officer Paying unit
S| to the (accounting officer)
prop: j - - Setting-up and managing the
approvi - up of single bank account
3 J - Establishing the accounts of the
e technical 0N of payment programme

- Receiving payments from the EC
and their transferring to
beneficiaries and contactors (after
authorizing of the payment by the
financial unit of the JMA)

1.3 Joint Technical Secretariat (JTS)

The Joint Managing Authority establishes the Jdiethnical Secretariat equipped with the
necessary resources, which assists the JMA indltg mhanagement of the Programme. The
Joint Technical Secretariat will directly assise thMA in the execution of the various tasks
described below. Detailed provisions concerningftimetioning of the JTS as well as control
measures (external annual audit and ad-hoc cowisiit) will be specified in the separate
agreement between the JMA and the institution hgsthe JTS. The Joint Technical
Secretariat is located in Poland (Warsaw) in theicttres of the Cooperation Fund
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Foundatiofi (public body, state owned foundation dealing wittplementation of the EU-
funded programmes) .

Functions of the JTS

The followmg tasks will be delegated by the JMAhe JTS:
implementation of the information and communicaiiben
the organisation and the secretariat of the mewtiof the Joint Monitoring
Committee, including drawing-up the minutes of theetings,
the preparation of the application pack under tbpesvision of the JMA and
according to PRAG templates,
preparation of the contracts to be signed by tha,JM
carrying out on the spot checks of projects upansiten of and in support of the IMA
receiving and carrying out the verification of ttegjuests for payments, submitted by
the beneficiaries,
launching calls for proposals and calls for tena@stsr consultation with the JMA and
the approval by the JIMC,
the receipt of project applications and their regison,
participation in the project evaluation procesgamization and secretariat functions
of the evaluation committees,
supervision of the tender procedures (check ofltteimentation prepared in relation
to tender procedure),
drafting of the annual operational and financiglams,
other tasks supporting JMA in its day-to-day impéeration of the Programme which
will be delegated to it by the JIMA.

The JTS will employ Polish, Lithuanian, and Rusdi@amguage speaking staff. The number
and qualification of staff employed in the JTS sbkalrespond to the duties defined above. It
is estimated that aboB0 employees will work in the JTS and its branchice$ (4-5 people

in each of the 3 Branch Offices). The contract domaks offered to the staff employed in the
Branch Offices shall be comparable to those inJif®.

The internal structure of the JTS will be settleédgreement with the JIMA.
Branch Offices of the JTS

Taking into account the large territory on the Btoliside of the border covered by the
Programme and in order to ensure the appropridtécty regarding the Programme and to
provide the appropriate information to potentigblagants and beneficiaries a branch office of
the secretariat will be set up in the Programmgil#dé area (Olsztyn). With a view to
ensuring the appropriate separation of functioniwithe JTS the employees of the branch
office in Olsztyn will be responsible for the pragime promotion and information activities
and will not be involved in project evaluation pess and contracting procedures. The JTS
branch offices shall also be established in Russid Lithuania with the purpose of
facilitating access to information on the prograenim Russian and Lithuanian beneficiaries.
Russian and Lithuanian national authorities wilkigaate institutions which will host the
branch offices. The Branch Office in Lithuania wok located in Vilnius in the structures of
the public entity “Joint Technical Secretariat”. eltBranch Office in Russia will be in
Kaliningrad and the institution will be named by tRussian side at a later stage.
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The competences of branch offices will include fibkowing tasks implemented under the
supervision of the JMA and JTS:

the implementation of the information and visililglan,
support in the organisation of the meetings ofihi@t Monitoring Committee,

other tasks supporting JMA and JTS in their dagdg- implementation of the
programme including collection of data to improvenitoring and evaluation of
projects.

The JMA may decide that project applications arected by the Branch Offices and
transferred to the JTS in Warsaw.

The costs borne by the branch offices shall be reavdrom the programme technical
assistance budget. Branch offices expendituren@i@ad by technical assistance is subject to
the external audit.

The Internal audit unit of the JTS shall repomaally (the same as in case of the JIMA).

The Procurement rules for direct expenditure of I8 related to the programme and from
the technical assistance budget will be accordingPblish law on public procurement. The
activities of the Joint Technical Secretariat arsdBranch Offices related to the programme
shall be funded from the Technical Assistance budge

Branch Offices in Poland (Olsztyn) and Lithuaniailifiis) shall apply their national
procurement rules. Branch Office in Russia (Kalgnad) shall use the PRAG procurement
rules.

2. Programme IMPLEMENTATION

The Implementation of the Programme will be in ctemze with the ENPI Regulation and
CBC Implementing rules. As far as the contractualcedures, related standard documents
and contract templates are concerned they willHose included in the PRAG, with the
amendments mentioned in this programme documerde nmaorder to reflect the specifities
of cross-border cooperation, the requirements gulegions ruling the Joint Managing
Authority and in other cases if necessary for ttecéive implementation of the Programme.

2.1 PROJECT SELECTION PROCEDURE

GENERATION OF PROJECTS

The process of creating project ideas and thethéurdevelopment is a vital part of the
programme implementation, which should ensure fcgerit number of good quality projects
that cover all the programme regions, prioritied areasures.

The important rule to follow during the generatiohprojects is to fulfil the fundamental
requirements of the programme, which consists isueng cross-border effects of the
planned operations.

Throughout the whole process of the project prafarathe programme implementation
structures shall proactively provide the suppoth®wpotential applicants. The JMA, JTS with
the Branch Offices are responsible for diffusionimformation about the programme and
promotion of partnership building and will ensuraydo-day contacts with potential
beneficiaries.
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The Joint Technical Secretariat organises the foallproposals and is responsible for a
sufficient dissemination of information regardirg tsubmission of the applications as well as
regarding any measures related to publicity.(pleggelnformation and Communication Plan
attached in Annex 2)

Upon decision of the JMA, it may be possible torsitlihe project proposals not only to the
Joint Technical Secretariat in Warsaw, but alsthéoBranch Offices. These applications will
be registered and forwarded to the JTS in Warsaw.

ASSESSMENT OF APPLICATIONS AND PROJECT SELECTION CRITERIA

All applications are subject to an administrativeeak, a verification of eligibility and a
guality assessment.

During the administrative check it is assessed drethe application satisfies all the criteria
mentioned in the relevant checklist.

The aim of the verification of the eligibility i® fgive the answer for the following questions:
- are the applicant and partners eligible under tbgnamme and the call for proposals,

- are the project's actions eligible,

- are the project costs eligible.

An administrative check and the verification ofy@ility is carried out by the Joint Technical
Secretariat, under the supervision of the JMA. fidseallts of an administrative check and the
verification of eligibility will be reviewed by thevaluation committee.

The quality assessment of the applications is asgdnby the JTS and is carried out by the
evaluation committee on the basis of a set of edifielection criteria and an evaluation grid,
which shall be approved by the JMC. During the quassessment the following aspects
will, inter alia, be verified:

0 cross-border dimension of the project;

o chosen project strategy, activities and their oigpo meet programme objectives;

0 environmental sustainability (the projects with aige impact on environment cannot

receive funding within the programme);

long-term project durability (organisational, fircal, etc);

o budget and economic evaluation of the project ¢iffit use of allocated funds and
value for money).

(@)

o Quality of the partnership and Beneficiary's (Lgadtner's) capacities

A more detailed list of all project selection crigewill be prepared by the JMA and approved
by the Joint Monitoring Committee.

The quality assessment is carried out by the etialuecommittees. The works of the
evaluation committee are chaired by the JMA ancuwoiged by the JTS, which fulfils the role
of the secretariat of the evaluation committee &ecordance with PRAG provisions
concerning the evaluation committee for grants).

Project proposals are evaluated by an evaluatiomutiee appointed by the Joint Monitoring
Committee comprising a non-voting Chairperson, a-vating Secretary and an odd number
of voting members (minimum of three). The votingmiiers must possess the technical and
administrative capacities necessary to give arrinéal opinion on the proposals.

48



Lithuania-Poland-Russia ENPI Programme 2007-2013

The access to the applications may be assuredgihithe secure website system available for
the members of the evaluation committee. Afterapplications were assessed the members
of the committee gather for the final meeting, vihis chaired by the representative of the

JMA.. Secretarial functions are performed by the S&H.

Final choice of applications

The evaluation committee prepares an evaluatioorrépcluding a scoring list and submits it
to the Joint Monitoring Committee. The evaluatiammenittee may recommend a project
proposal under certain conditions.

The Joint Monitoring Committee will take the findécision on the projects to be funded. No
project proposal failing to pass the quality assesg threshold may be approved to be
financed.

If the Joint Monitoring Committee decides not ttide all or part of the recommendations of
the evaluation committee, it shall explain its dem in writing. The decision shall then be
sent via the Joint Managing Authority to the Consiaa for prior approval. The Commission
communicates its opinion to the Joint Managing Autly within 15 working days. If no
opinion of the Commission is communicated to theAJWithin 15 working days, the JMC
decision is deemed to be approved by the Commission

2.2CONTRACT WITH THE BENEFICIARY (LEAD PARTNER)

The JTS informs the beneficiaries of the JMC deaison co-financing of their project

proposal. Subsequently, the JTS prepares the comisged on the template compliant with
PRAG. The templates may be adapted by the IMAderdo reflect the specificities of cross-
border cooperation, the requirements of regulatiutisg the JMA activities and in other

cases necessary for the effective implementatiagheoProgramme.

After the approval of the project by the IMC, th& Jorepares all the documents necessary to
sign the contract and transfers them to the JMAer@iponal unit). Then the documents are
sent to the Legal Unit of the Ministry of Regiori2¢velopment. It verifies the contract from
the legal point of view and approves it. Subsedyetite contract is transferred to the
Financial and Economic Department of the Ministwhich verifies the amounts and
approves the contract.

After completing these two stages the JMA signscthdract. ( Operational unit).

A contract between the Joint Managing Authority déinel Beneficiary defines provisions on
which ENPI co-financing is awarded to the projects.
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Project application and contracting procedures

- setting up the system
Joint Managing Authority for programme
implementation
- signing contracts
Ministry of Regional Developmept of Poland with beneficiaries
A I
Joint Monitoring Committee - final decision on
| projects to be
E (representatives of countries/regions financed
! participating in the programme)
4 H
Grant Evaluation Committee | - creation of scoring list of
contract A the projects
E - collection and
, registration of
' JOINT TECHNICAL project proposals
! SECRETARIAT -administrative check
' and verification of
! eligibility of the
! (Warsaw) projects
E A A A A
! Branch Branch | Branch information and
= Office -1 Office = Office " possible callecton of
: (Russia) (Lithuania) (Olsztyn) the project proposals
E and forwarding them
! A A A to JTS in Warsaw
v
Beneficiary (Lead Partner)
Partner 1 Partner 2 Partner 3

2.3 Financial flows
Payments from the EC to the programme

The European Commission shall make annual commisnanaccordance with the financial
table detailing the provisional yearly allocatioinsthe Programme, and depending on the
Programme progress and the availability of funds.

50



Lithuania-Poland-Russia ENPI Programme 2007-2013

After the Commission informs the JMA regarding &xact date on which this commitment is
made, the financial unit of the JMA, will ask fdret transfer of up to 80% of the annual
contribution as pre-financing payment of the atiég. On the basis of this pre-financing
request and after verification of the related ré&pand the evaluation of the actual financing
needs of the Programme, the Commission will proceigd the payment of all or part of the
requested pre-financing. In parallel, on the basithe annual reports, the Commission also
clears the previous pre-financing according to ¢hgible and actual expenses incurred, as
certified by the annual external audit report. @a basis of the results of this clearance, the
Commission completes or reduces the pre-finanamguat requested by the JMA.

The ENPI funding will be transferred from the Eugap Commission to the single bank
account in EUR, specific to the programme, openati rmanaged by the paying unit of the
Ministry of Regional Development (Economic and Fical Department). This account

operates under double signature: to be executedpbmation requires signatures of both the
authorising officer and the accounting officer.

The co-financing contributed from own resourcesaiintries or bodies participating in the
programme shall represent at least 10% of the Eitriboition to the Programme, minus the
amount of technical assistance financed in totahfthe Community contribution.

Project beneficiaries shall ensure 10% co-finan@hthe project from their own resources.
At the project level, each partner is free to datee the source of its co-financing and
declare it in the application form.

The TA budget will be financed entirely by the EN&ding (no co-financing is foreseen).

Payments from the JMA to the beneficiaries (lead paners)

The JMA will be responsible for the transfer of pegnts to beneficiaries (lead partners).

Rules for payments are those described in the PRAUSGN particular in the General Standard
Conditions of the grant contracts. Payments to fog@ages will take form of first installment
of pre-financing, further installments of pre-firamy and the final payment. The JMA (via
the paying unit) proceeds with the payment to teaeficiary on the basis of the signed
contract and documents required by the contraat. Bémeficiary of the project shall transfer
an appropriate part of the tranche to its parteetiers in accordance with the previously
signed partnership agreement.

All project partners implement activities planned them in the description of a project.

Each project has to have the expenditures beinifjeceiby the appropriate body (external
auditors). Then the technical, financial reportghwihe verification of expenditures and
request for payment are sent to the JTS. The J&&kstthe documents in order to verify their
correctness. If necessary, the JTS asks for thheat@mn of the documents. After receiving the
correct version of the documents they are transfieto the JIMA (financial unit). It verifies if

the procedure conducted by the JTS was correctaatitbrizes the paying unit (Economic
and Financial Department of the Ministry) to make payments to the beneficiary (lead
partner). The paying unit transfers the funds &abcount of the beneficiary (lead partner).
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Financial flows chart

European Commission

A

v

Joint Managing Authority

- approval of the
request for payment

Paying Unit
(Economic and
Financial Departmer

Operational and Financial Units
(Territorial Cooperation
Department

and financial and
technical reports
and authorisation of

the payment)

\ Joint Technical L
\ S . - verification of the
N ecretariat request for payment

\ and financial and

\ technical reports

Beneficiary (Lead
partner)

Financial and technical reports,
request for payments

payments

Recoveries

The Joint Managing Authority shall be responsilde the recovery of any unjustified or
ineligible expenditure and for the reimbursementhi® Commission of its share or amounts
recovered, in proportion to its contribution to ti@gramme.

Where ineligible expenditure already covered bygnpent is identified on receipt of the final
report for a contract or following a control or andit, the JMA shall make out recovery
orders to the beneficiaries or contractors conakrne

Where the recovery relates to a claim against @fimary, contractor or partner established
in Poland or Lithuania and the JMA is unable tookexr the debt within one year of issuing
the recovery order, the Member State in which tkeeficiary, contractor or partner is
established shall pay the amount owing to the JMA eaim it back from the beneficiary,

contractor or partner.

Where the recovery relates to a claim against eefimary, the contractor or partner
established in Russia and the JMA is unable tovesciine debt within one year of issuing the
recovery order, the JMA shall refer the case to @menmission which, on the basis of a
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complete file, shall take over the task of recawgiihe amounts owing from the beneficiary,
the contractor or the partner established in Russiirectly from the national authorities of
that country.

The contracts concluded by the JMA as part of tltogiamme shall contain a clause allowing
the Commission or the Member State concerned ty ocait the recovery from a beneficiary,
a contractor or a partner where the claim is spin one year after the issue of the recovery
order by the JIMA.

2.4 Audit and control system

On the project level the verification of expend&wrill be performed. Aim of this control is
verification that the expenditure claimed by thendfeciary for the action financed by the
contract is real (actually paid out), is accuraeatt), eligible and that products and services
(outputs) are delivered. Verification of expendésimay also include on-the-spot check

As from the end of the first year of the Programmhe, Joint Managing Authority (internal
control unit of the Department under supervisioropérational unit) draws up each year an
audit plan of the projects it finances. The comstraf the projects are conducted by examining
the documents or by means of on-the-spot checks femmple of projects selected by the
JMA based on a random statistical sampling methaddng account of internationally
recognized audit standards and the specific ristofa related to the projects’ value, type of
operations, type of beneficiary or other relevasks. The Audit of the projects will be
executed by external audit companies selected ghréendering procedures. Additional and
ad-hoc on-the-spot checks may also be executeldebyTtS or IMA.

The internal audit of the JMA checks the interniatwits and ensures that the procedures
within the JMA are correctly applied

Independently of the internal audits undertakeringyInternal Audit Unit in the Ministry of
Regional Development, an independent public bodgp@tment for Certifying and Winding-
up of EU Assistance of the Polish Ministry of Ficanand Treasury Control Offices) will
carry out each year an ex-post verification of élxpenditure and revenue presented by the
JMA in its annual financial report, in accordancé#hwthe standards and ethics of the
International Federation of Accountants (IFAC). 8mpe of the external audit covers the
JMA's direct expenditure incurred in the framewarfkthe technical assistance and of its
project management (payments to projects). Thermadt@uditor certifies the statements of
expenditure and revenue presented by the JMA @anitsial financial report, and in particular
that the claimed expenditures have occurred andaerate and eligible.

The external audit of the JMA is the responsibiliythe General Inspector for Treasury
Control (Ministry of Finance), which will proceeditiv the audit with the assistance of the
Department for Certifying and Winding-up of the Edsistance in the Polish Ministry of
Finance and of the Treasury Control Offices.

Type of audit and control Bodies performing thetcolrand audit(s)
Verification of expenditure (PRAG AnneExternal auditors
VIl to the grant contract) (methodology provided by the JMA |in

it is envisaged that the 100% of projects yaltcordance with PRAG)
be subject to the verification of expenditure

Verification of operational and financialoint Technical Secretariat (upon decision of
reports and requests for payments. Ttiie JIMA).
verification may also include on-the-spot
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check.

Audit of projects (art. 30 IR) External audit companies (methodology
provided by the JMA). JMA has a right to do
the audit on its own initiative and with
support of JTS.

Internal audit of the JMA (art. 29 IR) Internal Audit Service of the Ministry of
Regional Development

External audit (art. 31 IR) — concerns [fitae General Inspector for Treasury Control,
JMA which will proceed with the audit with the
help of the Department for Certifying and
Winding-up of EU Assistance of the Ministry
of Finances and of the Treasury Control
Offices.

In case of Branch Offices — external auditors
(methodology provided by the IMA)

The costs of all above mentioned audits are covieyetthe budget of the Programme — either
from project budgets (verification of expenditucg)from the technical assistance (the rest of
the audits).

2.5 Monitoring and evaluation

The Joint Monitoring Committee and the Joint ManggAuthority (with the assistance of

JTS) are bodies responsible for monitoring of thegklamme. They carry out this task by
reference to indicators and targets specified @nRlogramme and with the use of monitoring
system where data on implementation necessarydaitaring is collected.

The Joint Managing Authority is responsible for getting up of a system to gather reliable
financial and statistical information on implemerda of the Programme for the monitoring
indicators and for evaluation and forwarding theéada accordance with arrangements agreed
between the participating countries and the ComonissThe Appropriate database in
electronic form, including information on selectederations and payments made to the
beneficiaries will be developed and maintained mythe whole programme implementation
period.

Each year, by 30 June at the latest, the Joint lagaAuthority shall submit to the EC an

annual report, approved by the IMC and certifiedngyaudit report issued by the Ministry of

Finance of Poland (Department for Certifying andn@¥ing-up of EU Assistance), on the

implementation of the joint operational programmenf 1 January to 31 December of the
previous year. The first annual report shall bensitied by 30 June of the second year of the
Programme. The annual report will consist of tecAhand financial parts and the declaration
signed by the JMA’s representative as stated inattiele 28 point 2c of the Implementing

Rules.

Mid-term, ex-post and ad-hoc evaluations of thegRmmme will be carried out by the
European Commission. The results of the evaluastiad be communicated to the JIMC and
JMA and they may lead to adjustments in the Program

The JMA may as well carry out its own ad-hoc eviaues in order to improve the quality,

effectiveness and consistency of the implementatiespecially when the Programme
monitoring reveals significant divergence with tiigectives set in the Programme.
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2.6 Information and publicity

The Joint Managing Authority is responsible foramhation and publicity activities carried
out under the Programme with a view to ensuring whaest possible participation and
visibility of the actions. To this end, an infornmat and publicity plan will be developed
setting out the aims and target groups and theéegtyaof the actions. For these activities an
indicative budget shall be drawn up under the teethrassistance allocation. An appropriate
chapter on information/ publicity will be included the annual reports. The Programme
follows the visibility guidelines applicable to tf#C external actionS.

The general public and in particular potential Biemeies shall be adequately informed by
the Joint Managing Authority, the Joint Technicakftariat, and the JTS Branch Offices of
the objectives of the Programme, the prerequidtesobtaining funds and the individual
procedures to be followed.

More detailed information on promotion and inforroatactivities are described in the Annex
2.

2.7 Implementation of the Programme at project levie

Three types of projects can be distinguished withenprogramme:
- integrated projects, where partners carry out phthe actions of a joint project for
their respective side of the border,
symmetrical projects, where similar activities aegried out in parallel on both sides
of the border,
simple projects with a cross-border effect, taknt@ce mostly or exclusively on one
side of the border but for the benefit of both pars.

Integrated projects should be prioritised and eraged within the programme.

The Programme will pay attention to the cross-boodeoperation principles. Therefore, all
projects must:
1. Have a clear cross-border importance;
2. Have a clear element of partnership, co-oparatio joint activity across the
border;
3. Be of local/regional importance;
4. Be submitted by applicants representing partmgssconsisting of at least one
partner from a EU Member State participating in Bregramme and at least one
partner from Kaliningrad Region of Russia.

To secure the Programme focus on the cooperatmme)(®rogramme area the beneficiaries
from the adjacent areas might participate only nmojgrts in which partner from the
cooperation (core) part of the Programme Area gpdgie. The partners from adjoining
regions cannot play the role of Lead Partners. dlhecation of the EU grants from the
Programme budget to the partners outside the catiper(core) part of the Programme Area
should not exceed 20% of the total ENPI fundingadted to the Programme for the years
2007-13.

In addition, infrastructure investment projects mus
1. Have a clear impact on both sides of the border;
2. Be located in the cooperation (core) area ofttogramme.
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The maximum and minimum level of a grant will becided by the Joint Monitoring
Committee for each call for proposals.

The beneficiaries submit the interim and final mpoin accordance with the contract
requirements.

In case of Polish and Lithuanian beneficiaries, tilles governing sub-contracting for the
implementation of the projects shall be in compi@nvith their public procurement law. In
case of Russian beneficiaries it will be in compdiawith PRAG.

For each operation a beneficiary (Lead Partner)l flgaappointed by the partners among
themselves.
The beneficiary (Lead Partner) shall assume tHevimhg responsibilities:

a) lay down the arrangements for its relations witk thartners participating in the
project in a partnership agreement comprising iatex provisions guaranteeing the
sound financial management of the funds allocatedhe project, including the
arrangements for recovering amounts unduly paid,

b) submit the project application,

c) sign the contract with the JMA for the whole projeadget. Consequently it will have
the financial responsibility for the ENPI funds and-financing for all partners,
including liability to the JMA for the total amouot the ENPI grant.

d) be responsible for ensuring the implementationhef éntire project, i.e. the project
management and overall co-ordination of the praetiities,

e) ensure the monitoring and reporting about the msgyof the project,

f) ensure that the expenditure presented by the parpagticipating in the project has
been paid for the purpose of implementing the ptojis eligible and corresponds to
the activities agreed between the partners paaticig in the project,

g) repay the JMA for the amounts unduly paid for thajqxt,

h) It shall facilitate the audit trail by all relevamuropean Community and national
authorities, including keeping of documents as estpd by art.45 of Implementing
Rules and the relevant provisions of PRAG.

The partner in a project shall assume the followegponsibilities:

a) be responsible for ensuring the implementationhef part of the project under its
responsibility, according to the project plan andhe partnership agreement signed
with the beneficiary (Lead Partner),

b) cooperate with the beneficiary (Lead Partner) i@ iimplementation of the project,
reporting and monitoring,

c) assume responsibility in the event of any irregtyan its own declared expenditures,
and must repay the beneficiary (Lead Partner) theuats unduly paid.

The necessary administrative and financial arramgeswill be agreed between the partners
in their Partnership Agreement (PA). The model/tetgpof the PA will be elaborated by the
JMA and approved by the JMC on the base of thenBisthip Statement which is annexed to
the PRAG. The Partnership Agreement will have amfoof a contract defining the
responsibilities of each partner in the project.

The project will be presented by the beneficiagad partner) who will act as the only direct
contact between the project and the joint manageiedies of the programme. It is the
responsibility of the beneficiary to create a wetirking partnership ensuring the proper and
sound implementation of the project.

" http://europa.eu.int/‘comm/europeaid/visibilitgdex_en.htm.
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L ARGE-SCALE PROJECTS (LSP)

There will be a possibility to implement large-galojects, which in accordance with ENPI
CBC Implementing Rules Article 2 (7) are projectsnprising a set of works, activities or
services intended to fulfill an indivisible funatioof a precise nature pursuing clearly
identified objectives of common interest for thergmses of implementing cross-border
investments.

The LSP shall fulfill the following criteria:

- be directly related to the Programme and Priayagls,

- be crucial for the development of the whole Pangme Area,

- have a clear cross-border effect,

- have an investment (infrastructure) character,

- have support from the national/regional levehauties in a form of a written statement,
- have outcomes of a sustainable character,

- be coherent with national/regional developmerategic documents.

The decision on the approval of the draft listaige scale projects should be made by the
JMC at its first meeting.

The LSP will be fully documented (including feasilyi study and environmental impact
assessment). Preparatory costs for LSP are eliffiblEU co-financing. An Application Pack
will be developed for the LSP by the JTS. The pigewill undergo a full administrative,
eligibility and quality assessment in the JTS. Tihal decision on a LSP is taken by the JMC.

The implementation of LSP shall proceed in compg@arwith PRAG in case of the
beneficiary (Lead Partner) from Russia and in addeolish and Lithuanian beneficiaries in
compliance with their public procurement law.

Indicative thematic scope of large scale projects:
1. Transport (for example: road connections of crazskr importance; small harbour
infrastructure of cross-border impact),

2. Environmental protection (for example: sewage ineait plant having direct positive
impact on rivers going to the Sea),

3. Tourism (for example: development of water tourigrfrastructure of cross-border
impact, development of cross-border tourism faesitlocal border-crossing points),

4. Culture heritage (for example: preservation, retiomaand reconstruction of cultural
and historical heritage objects and monumentsagszborder importance).

As an example of strategic project can be giverbticge on Neman river on the Lithuanian-
Russian border (Panemune-Sovetsk) or the roadsnigdad Bezledy border crossing (in
Poland road N51).
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Taking into account the regional and cross-bord®edsion of the Programme as well as the
size of the budget, the number of the projects perdentage of the Programme allocation
spent on these kind of projects should be limitedrefore up to 30% of the total Programme
budget can be spent on strategic projects.

Microprojects

A horizontal priority within the Programme devotexdpeople to people cooperation will be
implemented through the micro projects.

Microprojects may have the following forms:

- a limited number of projects (up to 10 for eaell tor proposal) will be contracted directly
by the JMA in a form of micro projects; if the capgg of the JMA allows it is possible to
contract more micro projects directly,

- umbrella projects or the projects comprising -gnanting element (re-granting procedure in
accordance with Section 6.2.11 of PRAG). This pg@ect in which there is one beneficiary
(Lead Partner) and many other partners. Partngokement a specified part of a project (so
called microproject). All the activities of the Maprojects within an umbrella project must
form a globally coherent project with common obipes. The activities of the microproject
must be described in the project proposal for tlogept. The minimum and maximum budget
of an umbrella project will be decided by the Jd#dnaging Authority. Umbrella projects
with a budget over 350 000 Euros will be encouraged

As far as re-granting element of a larger projeadncerned, the beneficiary cannot subgrant
all or majority of the project activities. The reagting cannot be the primary aim of the
actions. The maximum amount of financial suppost tban be paid to third parties by a
beneficiary is 100 000 euro with maximum of 10 @2@o per each third party.

Only beneficiaries (Lead Partners) with experienceghe management of EU projects and
located in the Programme area can be responsiblindomanagement of umbrella projects
and the projects with the re-granting element.
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Annex 1

Table 1. Basic statistical data about the programm®&lUTS Ill areas

Population . . GDP per perso
density per sd. . . University dJnemponmem in current prices
Region Land area | m Number of inhabitants students per 100 tate (%) in Euro
(sq. km) inhabitants

2000 2005 2005 2005 2004
CORE
Olszty ski Subregion 10329 59 628 614 612610 76,98 24.2 5515
Elblaski Subregion 7497 71 546 210 531689 17,77 28.0 4 585
E cki Subregion 6347 45 293 489 284302 17,00 32.5 4 056
Gda ski Subregion 9693 100 954 533 970014 3,82 24.0 3895
Gda sk-Gdynia-Sopot Subregion | 415 1809 753 804 750919 114,10 9.0 7676
Bia ostocko-Suwalski Subregion |14871 60 903 852 890095 55,32 15.1 4137
Kaliningrad Oblast 15125 62 948500 939900 42,66 6.6 2011
Klaipeda County 5209 74 387072 386129 25.07 7.0 5043
Marijampole county 4463 42 189248 185149 0,00 3.0 3449
Taurage County 4411 30 134600 134277 0,00 6.0 2783
TOTAL FOR CORE REGIONS 78360 73 5739922 5685084 43,99 n.a. 4422
ADJACENT
Alytus county 5425 34 188722 182851 0,00 8.2 3739
Kaunas county 8089 85 705310 685723 69.10 8.9 5043
Siauliai county 8540 42 372025 360755 33,68 10.1 4087
Telsiai County 4350 41 180226 177008 1,29 7.9 4 696
S upski Subregion 8185 58 489 985 478110 22,54 28.1 3996
om y ski Subregion 5316 58 317 276 309594 10,70 18.9 3409
Bydgoski Subregion 8913 114 1034511 1013165 42,81 20.9 5106
Toru sko-W oc awski Subregion | 9057 116 1065 213 1055088 43,13 23.6 4675
Ciechanowsko-P ocki. Subregion |7 778 81 646 643 627 263 25,17 23.4 3691
Ostro cko-Siedlecki Subregion 12 098 62 772 456 751 163 35,21 20.4 2 789
TOTAL FOR ADJACENT REGIONS 77751 73 5772367 5640720 36,34 n.a 4242
Total for Programme area 156 111 72 11 512 289 11 325 804 40,18 n.a. 4 332
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Annex 2

Information and Promotion Plan for Cross Border Cogeration Programme Lithuania-
Poland-Russia 2007-2013 implemented under the Eurepn Neighbourhood and
Partnership Instrument

Main objective of information and promotion activities

The main objective of information and promotioniates is to provide the beneficiaries and
potential beneficiaries, as well as general publit a wide access to information on the ENPI
Cross Border Cooperation Programme Lithuania-PeRunssia 2007-2013 and its financing
sources, and simultaneously to strengthen the catpe between partners/ countries
participating in the programme and to implementRhegramme more effectively.

This objective is to be accomplished by means of:

- providing a constant and numerous informatiorih@npossibilities of financing being granted,
including objectives, priorities and measures & Brogramme, and the steps that should be
taken in order to be able to apply for the fundswall as the criteria of project selection and
assessment,

- informing the general public on the state of ®gramme’'s accomplishment, on regular
basis, in particular on the results of the suppod best practice in joint projects,

- ensuring the visibility of EU funding and the egblayed by the participating countries, for
example on the level of their co-financing

- Russian financing.

Target groups and level of disseminating informatia

In order to make the information flow more effidieand consequently increase the quality and
effectiveness of the Programme’s implementatioa,itifiormational and promotional activities
should be conducted on two levels: external andria one. The first one is addressing the
beneficiaries and potential beneficiaries of thegeamme, in particular:

- Regional and local authorities and other compatahblic institutions,

- Regional and local entities,

- Euro regions,

- Professional and business associations,

- non-governmental and non-profit organisationspamticular organisations active in the

field of environmental protection, supporting epteneurship, development of tourism,

supporting education, training institutions, etc.,
and the general public, including the mass medd @eople interested in the Programme for
scientific purposes .
The internal level of communication refers mainky the institutions involved in the
implementation of the Programme.

Institutions involved in conducting and coordinating information and promotion activities

The Joint Managing Authority is responsible for mhoating the information and promotion
activities and it will delegate some competencetho Joint Technical Secretariat. The Joint
Technical Secretariat will be responsible for inmpémting the Information and Promotion Plan
for the Cross Border Cooperation Programme Litharddoland-Russia 2007-2013, and also for
presenting the progress of the Plan fulfilment ifoem of an annual report. The separate
informational and promotional activities shoulddmnducted in cooperation with the JTS.
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The Joint Managing Authority is responsible for Ierpentation of these activities as a whole,
and also for dissemination of information on theglamme. For this purpose it monitors the
work of the Joint Technical Secretariat and othestifutions and entities involved in the
implementation of the Programme.

Each participating country is responsible for infiarg both the beneficiaries and the general
public on the objectives, priorities and possil@stof obtaining support under the Programme.

The strategy and content of information and promoton activities

The information and promotion activities should nhaiensure a transparency of support
procedures under the Programme, and inform in gaitial and comprehensive way on the
following items:

- Objectives,

- Priorities,

- Measures,

- Possible subjects of support,

- Eligibility principles of expenditures,

- Amount of EU financing,

- Procedures for examining applications,

- Criteria of project selection,

- Calls for proposals,

- Institutions on the national and regional leVelttcan provide information on the Programme.
Moreover, the public should be regularly informedtbe progress of the implementation of the
Programme and examples of best projects.

Programme' Logo

For an increased identification with the Programthe, Programme' logo will be designed. It
will relate to the logo of Neighbourhood Programhithuania-Poland-Kaliningrad Region of

the Russian Federation 2004-2006, on the basishidhwa uniform graphic image will be

worked out. A joint logo of the Programme will be all promotion and information materials,

the website and offices of the institutions thatsdminate information to beneficiaries. The
logo will be also used for promotion of separatejguts.

Main communication channels

The following communication channels will be usem disseminate information on the
Programme:

a) The Internet — the website on the Programme ball prepared. The Joint Technical

Secretariat will be responsible for its administnatand updating.

The website will provide information on objectivasd content of the Programme, legal basis,
procedure for submitting application and selectpigjects as well as contact persons and
current themes. Moreover, it will provide accessltamportant documents on the Programme
and have useful links, including links to the ihgions that coordinate the implementation of
the Programme. The website will also present in&diom on the most important events,

meetings and workshops related to the Programme.

b) Traditional media (press, radio, television)
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The information on the Programme will be publistaed disseminated mainly in the press, as
well as radio and TV stations. These media wilubed mainly in relation to the information on
current events and to present the achievemented®togramme.

An information campaign on the Programme is gotngd conducted.

The Joint Technical Secretariat, acting upon areroad the Joint Managing Authority, will
prepare and conduct cooperation with the mediarmefeto a given project, together with the
institutions entrusted with the implementationioé Programme.

Moreover, within the scope of project accomplishinégr@ beneficiaries may conduct media
relationships on their own. If necessary, they viié# supported by the Joint Technical
Secretariat.

c) Publications

The Joint Programme Document will be publishednrekectronic form on the website. Its hard
copies will be made available upon demand, as well.

Other more detailed documents will be publisheBatish, Russian, Lithuanian and in English
on the Web site. Their hard copies will be madelabi® upon demand, as well.

A brochure on the Cross Border Cooperation Prograrhithuania-Poland-Russia 2007-2013
will be published. It will inform mainly on the ledjbasis, criteria for project selection, main
objectives and measures of the Programme. It wilptinted and can be downloaded from the
Web site. Further promotional materials will be lhed if necessary.

All publications will be marked appropriately andlwontain information on EU financing.

d) Events

Such events as conferences, informational meetmgdkshops, and trainings within a scope of
a transparent and effective implementation of thegfRamme are an essential instrument for
responsible administration units, beneficiaries afiter institutions to share knowledge and
communicate. Moreover, such events serve as aroagmie platform to present achieved
results and examples, that is so called best peacti

Indicative budget

The Joint Managing Authority will take all necessanrstitutional, administrative and financial
measures to accomplish goals of the Information Rranotion Plan. Therefore, the funds
allocated for information and promotion are presdnh the financial plan of the Cross Border
Cooperation Programme Lithuania-Poland-Russia ZWIB under the priority of Technical
Assistance.

The Programme follows the visibility guidelines #pable to EC external actiohs
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Annex 3

Indicative financing plan of the ENPI CBC LT-PL-RU Programme,

giving, for the whole programming period, the indiative amount of funding by priority

Priorities by source of funding (in euros):

EC Funding Co-financing Co-financing rate Total funding
(@~ (b) (in %) (c) ** (e) = (a)+(b)
Priority 1 72 671 353,10 7 267 135,31 10% 79 938 488,41
Priority 2 46 245 406,60 4 624 540,66 10% 50 869 947,26
Technical 13 212 973,30 0,00 ; 13 212 973,30
Assistance
Total 132 129 733 11 891 675,97 9% 144 021 408,97

* In accordance with the Strategy Paper.
** Cofinancing rate shall be calculated on the basis of the Community contribution to the joint

operational programme, minus the amount of technical assistance financed from the Community
contribution (see: Art. 20.1 of the Regulation n°9 51/2007).

Programme's financial table

A B C D
PROGRAMME'S PROGRAMME'S
'F,NRD(')%'?‘STI'(\)/E AL INDICATIVE INDICATIVE
COMMITMENTS By | CO-FINANCING PROVISIONAL PROVISIONAL
s COMMITMENTS PAYMENTS
- EC funding - - EC funding -
2008
Projects 0,00 0,00 0,00
TA (not applicable) 660 648,66 660 648,66
JOVAL 18 163 633,00 0,00 660 648,66 660 648,66
2008
2009
Projects 302 334,47 9 808 361,82 3923 344,73
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TA (not applicable) 1981 945,99 1 981 945,99
oA 1985587200 | 395 334,47 11 790 307,81 5 905 290,72
2010

Projects 1122 189,24 28 054 730,88 11 221 892,35
TA (not applicable) 1981 945,99 1981 945,99
'zl'gl'BAL 20252 990,00 1122 189,24 30 036 676,87 13 203 838,34
2011

Projects 2 198 830,10 42 710 300,46 21988 301,09
TA (not applicable) 1981 945,99 1981 945,99
'zl'nglAL 3*5 975721,00 2198 830,10 44 692 246,45 23970 247,08
2012

Projects 2 647 687,40 28 671 680,79 26 476 873,94
TA (not applicable) 1981 945,99 1981 945,99
'zl'ngzAL 3*6 388 882,00 2 647 687,40 30 653 626,78 28 458 819,93
2013

Projects 2 802 929,76 9 671 685,75 28 029 297,62
TA (not applicable) 1321 297,33 1321 297,33
'2I'(())1T3AL 3*1 492 635,00 2802 929,76 10 992 983,08 29 350 594,95
2014

Projects 1860687,05  |N.A. LA
TA (not applicable) 1321 297,33 1321 297,33
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'2I'(())1'I;1AL N.A. 1 860 687, 05 1321 297,33 19 928 167,77

2015

Projects 770 301.1 NA. 7 703 010,96

TA (not applicable) 1321 297,33 1321 297,33

'2I'(())1T5AL N.A. 770 301,1 1321 297,33 9 024 308,29

2016

Projects 96 716,85 N.A. 967 168,57

TA (not applicable) 660 648,69 660 648,69

-zrc?l-;AL N.A. 96 716,85 660 648,69 1627 817,26

-ZFC())O-I;?\|2_016 132 129 733 11 891 675,97 132 129 733 132 129 733
| |

TOTAL COFINANCING RATE % %

Indicative TA budget for LT-PL-RU ENPI CBC 2007-13

% of the overall TA budget

Posts Planned budget (ENPI) | supported by ENPI

Staff costs (estimated number of 6 624 000

staff, staff related costs etc.) 50,13%
Organisation of Monitoring 222 000 1,68%
Committees

Project's selection (external
experts fees, experts meetings 1 642 000 12,43%
etc.)

Communication Strategy (Website,
leaflets etc.) and project 1541 500
generation (information days etc.) 11,66%
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Annual Audits (audit of projects, 862 147 6,53%
external audit)
Others (investments, overheads, 2 321 326,30 17,57%
evaluation, studies etc.)

13212 973,30 100,00%

* The table is solely indicative. Any modification of the above during implementation will not
be subject to a modification of the programme.
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Annex 4
INFORMATION ON STRATEGIC ENVIRONMENTAL ASSESSMENT

Directive 2001/42/EC of the European Parliament aifdthe Council on the
assessment of the effects of certain plans and@myges on the environment (SEA
Directive) requires a formal environmental assesdgréthe programmes which are
likely to hale significant effects on the environmeThe purpose of the SEA is to
ensure that environmental consequences of the groge are identified and assessed
during the programme preparation process and bdfer@doption. Taking into
account the specificity and scale of the Europeamgfhbourhood and Partnership
Instrument programmes which consist mainly in gtkeening of co-operation at
cross-border level between the partners involveeéctlimpact of the programme on
environment is not likely to be strong. However, anlong term the activities
undertaken within the programme, especially thasectly related to environmental
issues, may have influence on sustainable developofi¢he programme area.

SEA procedure was carried out by the Polish pricatepany EKO-KONSULT. First
drat environmental report was prepared in April 208hd referred to the draft
Operational Programme from March 2008.

Information on public consultations

SEA report, together with draft operational prognaen has been subject to public
consultations in all countries covered by the paagmne in accordance with applicable
national rules. The table below includes informatebout the public consultation
process in all programme countries.

Country Time-frame Method agfSubjects consulted
consultations

Lithuania Firstly, the publi¢ The public,
discussion on theMinistry of Health
SEA Scoping of the Republic of

Document was Lithuania, Ministry
organized, during it of Culture of the

the notes andRepublic of
comments were Lithuania, Ministry
received from of Environment of
society and the Republic of
relevant Lithuania, State
stakeholders. TheService for

information about Protected Area
this procedure wasunder the Ministry
spread on theof Environment, all
website Counties
www.interreq.lt Governors’

where SEA| Administrations.
Scoping Document
was available
Appropriate  note

UJ
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about the publig
discussion on th
SEA Scoping
Document was
published in press.

11°}

Poland 21.04.2008- SEA report was Representatives of
13.05.2008 available on thelocal and regionjl

Ministry of | authorities, socia|

regional and economig

Development partners, cultural

website as well ag,institutions,  non
together with draftf governmental
Operational organizations,
Programme, at theuniversities and
premises of theother educational
Ministry. institutions etc|
Appropriate  note The number of
about the public participants  was
hearings was app. 80 people.
published on the
Ministry’s website.
The meeting in
Olsztyn (24 of

April) was
organized.
Russia SEA report wasRepresentatives of

available on thelocal and regionjl
website of the authorities, social

Kaliningrad and economig
Region partners, cultural
Government. The institutions,  non-
public hearing governmental
meeting was organizations,
organized in universities and
Kaliningrad (27" other educational
May). institutions etc.

Integration of SEA results into the programme

Strategic Environmental Assessment was an inte@ecprocess during which
recommendations included in the report as wellu@gastions received as a result of
consultations were subsequently taken into accountthe draft operational
programme. Main recommendations refer to the progra implementation phase.

It was underlined that separate environmental irnpasessments should be prepared
and public consultations held for specific typegudjects, mainly infrastructure ones.
In the project selection criteria defined in thaftiprogramme, a requirement was
introduced concerning the potential environmentapact of project. According to
this requirement, projects with the potential fegative impact on environment will
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not receive a grant under the programme and patgmisitive environmental impact
of a project will be taken into account during ghaluation process.

It was also payed attention to the fact that ireaafsinvestment projects it should be
avoided to locate them in proximity to NATURA 208@ies and other protection

areas. It is also equally important to follow ingl@mentation of these kind of projects
the relevant EU Directives concerning conservatbmatural habitats and of wild

fauna and flora.

Monitoring of environmental effects

The monitoring of environmental effects of the pwgme implementation is directly
linked to the monitoring system of the programme aghole and refers to the types
of actions envisaged within the programme. In paléir, monitoring will have to
answer whether the measures recommended in thewi&d undertaken in case of
actions which are likely to cause environmentab&l. SEA report contains also
suggestions concerning monitoring indicators to sueaenvironmental effects of the
programme.
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Annex 5 PROVISIONAL INDICATIVE TIMETABLE °

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
vy e e e ey fefoe v e v e e v e v e v e fn v o fmiv
Programme activities
JMC meetings
X| X XX [ XX | X] (X X X X X

Launching of the calls for
proposals (a) X X X| X X X
Evalugtion and selection
of projects XX PIX XX XX (XX XX
Operational and financial
monitoring of projects (b) XX XXX X XXX X XIXIXX ] XX XX XXX
+1
71

97'51'_he table is solely indicative. Any modificatiohtbe above schedule during the implementation matl be subject to a modification of the programme.
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