Bulgarian Contribution

to

the Monitoring Report

of

the European Commission

 Update for the period 

28 April 2006- 14 July  2006

Content of the Bulgarian Contribution to the Monitoring Report of the European Commission
1. POLITICAL CRITERIA 
2. ANNEX- Report on the programme for the implementation of the strategy for transparent governance and for prevention and counteraction of corruption for the period january – june 2006 

3. ECONOMIC CRITERIA
4. ABILITY TO ASSUME THE OBLIGATIONS OF MEMBERSHIP - CHAPTERS OF THE ACQUIS:

CHAPTER 1: FREE MOVEMENT OF GOODS

CHAPTER 2: FREE MOVEMENT OF PERSONS
CHAPTER 3: FREEDOM TO PROVIDE SERVICES
CHAPTER 4: FREE MOVEMENT OF CAPITAL
CHAPTER 5: COMPANY LAW
CHAPTER 7: AGRICULTURE
CHAPTER 8: FISHERIES
CHAPTER 9: TRANSPORT POLICY
CHAPTER 10: TAXATION
CHAPTER 13: SOCIAL POLICY AND EMPLOYMENT
CHAPTER 14: ENERGY
CHAPTER 15: INDUSTRIAL POLICY
CHAPTER 19: TELECOMMUNICATIONS AND INFORMATION TECHNOLOGIES
CHAPTER 21: REGIONAL POLICY AND COORDINATION OF STRUCTURAL INSTRUMENTS
CHAPTER 22: ENVIRONMENT
CHAPTER 23: CONSUMERS AND HEALTH PROTECTION
CHAPTER 24: CO-OPERATION IN THE FIELD OF JUSTICE AND HOME AFFAIRS
CHAPTER 28: FINANCIAL CONTROL
TRANSLATION OF THE ACQUIS INTO BULGARIAN 

Chapter 1 “Free movement of goods”

Public procurement

EC Finding/Recommendation:
Amendments have to be made to the implementing legislation on public procurement as a consequence of the new laws, and a whole set of implementing legislation on concessions is being drafted to enter into force in June 2006.

Preparations in the field of public procurement need to be completed as regards implementing rules.

State of Play:

The first Law on Public procurement in Bulgaria entered into force in 1999. The current Public Procurement Law (PPL) was adopted in March 2004 and was in full compliance with procurement Directives that were in force in the EU at that time. In April 2006 the National Assembly adopted a Law on Amendment of the Public Procurement Law. The amendments implement the requirements of the new Directives 2004/18/EC and 2004/17/EC and the requirements of Directives 89/665/EEC and 92/13/EEC related to the review of the procurement procedures. 

One of the main consequences of the amendments to the Law is the change of the review system. All decisions, actions or lack of actions of the contracting authorities in the procedure for the award of public contracts and the granting of concessions are liable to review before a specialized administrative body as first instance – the Commission for Protection of Competition (CPC).

The new Concessions Law was also adopted in April and entered into force on 1 July 2006. It is in full compliance with the acquis and provides for the same review system as the PPL.

With the adopted legislation on public procurement and concessions Bulgaria applies requirements which are entirely harmonized with Directives 2004/18/EC, 2004/17/EC, 89/665/EEC and 92/13/EEC.

Progress since 28 April 2006:

· Secondary legislation:

Following the amendments to the PPL new Rules for the implementation of the law have been elaborated and the Ordinance for the award of small public procurement contracts has been amended. The two pieces of secondary legislation were adopted by the Council of Ministers on 14 June 2006 (State Gazette No 53/30.06.2006).

In line with EC Regulation 1564/2005 introducing the European standard forms, new contract and award notices, which are used in the award of public contracts, have been elaborated. The standard forms were approved by Order No RD-16-478/31.05.2006 of the Minister of Economy and Energy and published in State Gazette No 49/16.06.2006.

The Rules for the implementation of the Concessions Law were adopted by the Council of Ministers on 22 June 2006 (State Gazette No 54/04.07.2006). 

The adopted secondary legislation was consulted with the relevant Commission Services and with the adoption of the acts the process of harmonization of EU acquis on public procurement was completed.

· Administrative Capacity

As a result of the Law for Amendments to the PPL and the new powers of the executive director of the Public Procurement Agency (PPA) provided in it, the staff of the Agency has been increased by 15 new staff positions. At present the Agency has a staff number of 53 staff positions. 

With a view of fulfillment of the new functions of the Commission for the Protection of Competitions, the structure and organization of work of Commission have been changed. Two new directorates have been established – “Public Procurement” and “Concessions and State Aid” and the staff has been increased by 40 new staff positions.

The pilot training of contracting authorities, conducted by experts from the Public Procurement Agency, TAIEX and SIGMA, started at the end of April. Up to the present moment about 200 people from the classical and utilities sectors, experts from the state authorities and intermediate units in the operational programmes for the spending of Structural funds and the Cohesion funds, from the CPC and the controlling bodies have undergone training on the new public procurement rules. In addition a number of seminars have been organized in cooperation with non-governmental organizations.

Thus, all the necessary administrative capacity of the competent authorities in the field of public procurement has been established and the program for training of all stakeholders is continuing according to the schedule that has been agreed with European Commission Services. 

· Enforcement Record

Since the entry into force of PPL on 01.10.2004 till 27.06.2006 13 783 procedures were opened, 5 359 under the PPL and 8 424 under the Ordinance for the award of small public procurement contracts. The total value of the concluded contracts is BGN 4 762 216 768.

For the period 01.01.2005-31.12.2005 8 396 procedures were opened, 3 228 under the PPL and 5 168 under the Ordinance. The open competition under the Ordinance has been used in 3 867 cases and the open procedure under the PPL – in 2 047 cases. The procedures which were completed with conclusion of contract are 6 115. The total value of the concluded contracts is BGN 3 329 711 198.

The control over the application of the PPL in Bulgaria is exercised by two bodies: the Public Financial Inspection Agency (previous PIFCA) and the National Audit Office of the Republic of Bulgaria. 

In 2005 the controlling bodies checked 1 369 contracting authorities which have conducted 6 399 procedures in total. From all the procedures checked 1 705 were under the PPL and 4 694 – under the Ordinance for the award of small public procurement contracts. A total of 1 609 violations have been established.

According to the category type of contracting authority the most numerous checked bodies are the municipalities, 24.3% of all checks, followed by the educational institutions – 17.38%, budgetary enterprises – 15.55% and bodies governed by public law – 11.10%.

The cases where it was established that no procedure was conducted when there were grounds for this are 641. This type of violation has affected resources at the total value of BGN 98 491 000 (representing 2.96% of the total amount of procurement for that period.) 

1 599 conducted procedures for the award of public contracts at the total value of BGN 242 833 233 were checked from the beginning of 2006 to 23.06.2006. 473 violations were established in 249 procedures at the value of BGN 34 697 839. The cases when it was established that no procedure was conducted when there were grounds for this are 84 at the value of BGN 9 487 876. 137 statements for administrative violations were drawn against 106 persons. The established violations are mostly related to technical issues but all the cases of serious violations have been referred to the Prosecutor’s office. 

The enforcement record clearly shows that in Bulgaria public procurement rules are respected and that strict control on contracting authorities is imposed with the appropriate sanctions for the established violations and criminal procedures for the serious offences.

· Other relevant developments:

The Public procurement register (PPR) and the Concessions register were established under the Public procurement Law and under the Concessions law. They serve as the main instrument for the provision of the principles of publicity and transparency in the public procurement system in Bulgaria. 

The PPR is elaborated in line with the latest solutions in the field of information and communication technologies and is one of 20 e-services which the Bulgarian administration provides to the citizens and the business. It is public and free of charge, accessible through the internet site of the PPA. The PPR offers an online service for filling in the standard forms of notices for opening of procedure and the award of public contracts. This service is available to contracting authority who possess electronic signature and who are authorized users of the Register. This saves time and resources in the award of public contracts.

With its establishment a unified data base started functioning for the first time in Bulgaria which contains all the information related to the award of public contracts and allows monitoring and analysis of the public procurement market. The PPR provides a number of e-services and its future development is directed towards the wider introduction of information technologies and in particular to e-procurement.

Non-harmonised area

EC Finding/Recommendation:
The process of internal screening is to be repeated continuously. Measures remain to be adopted to enable the import of used cars.

Continued efforts are nonetheless needed in the non-harmonised area.

State of play

Several screening exercises on conformity of Bulgarian national legislation with the principles of articles 28-30 of the EC treaty have been performed. The results from them show that due to the fact that previously technical standards were obligatory (with no accompanying legislation) the present Bulgarian legislation generally does not contain provisions incompatible with the EC Treaty. Several cases of non-compliance were established and from them those that could not be justified under article 30 of the Treaty have been amended – e.g. the Law on Consumer Protection.

Progress since 28 April 2006

Recognizing the importance of the matter and following the recommendations from the last Comprehensive Monitoring Report, an expert network has been established with contact points in several key institutions engaged in developing legislation which can have effect on the trade in goods. This will ensure monitoring of the legislation at a draft stage in addition to the regular yearly screening of the legislation for its compliance with Articles 28 to 30 of the EC Treaty.

The requirements related to the import of used cars were analyzed in June 2006. The results of this analysis show that the import of used cars is subject to standard customs procedures and no additional requirements or restrictions are imposed, which has been proven by the high volume of such cars imported from EU countries.

Foodstuffs

EC Finding/Recommendation:
Efforts are also needed to transpose and implement the acquis on foodstuffs entry points.

State of Play

Bulgaria has transposed the entire EU acquis on foodstuffs, including with the recent amendments of the Law on Foodstuffs, which allow for the implementation of the requirements of the new Hygiene package even before Accession to the EU. The necessary administrative capacity of the competent authorities (including imports control) has been created and the staff is continuously receiving the necessary training.

Progress since 28 April 2006

By Order No RD-09-353/30.06.2006 the Minister of Health has determined the entry points for import of certain products which are subject to special conditions on import in compliance with Decisions 2000/49/EC, 2002/79/EC, 2002/80/EC, 2003/493/EC, 2005/85/EC and 2005/402/EC. Thus, the acquis on foodstuffs entry points is transposed and the necessary arrangements for its implementation are completed.

Chapter 2 „Free movement of persons”

Conclusion/ recommendation of EC: Some progress has been made on mutual recognition of professional qualifications. Preparations are continuing, but there are concerns that Bulgaria would not be in a position to fully implement the acquis from the time of accession if the current pace of progress is not raised. Swift action is needed in this area.

State of play:

In the field of mutual recognition of professional qualifications Bulgarian legislation has been harmonized with the requirements of acquis, although some technical amendments remain to be adopted. The periods and training for acquiring professional qualification in respect to the professions regulated by sector directives– lawyers, architects, human health professions and veterinary are fully harmonized. With amendments to the Law on Vocational Education and Training and the Law on Higher Education the requirements of the general system directives (89/48/EEC and 92/51/EEC) have been transposed. With amendments to the relevant laws and secondary legislative base the requirements on mutual recognition of professional qualifications for lawyers, architects, commercial agents and veterinary have been fully transposed. The legislation that regulates the recognition of professional qualification of human health professions has been adopted. The administrative structures necessary for the application of the legislation on mutual recognition of professional qualifications as well as the “national coordinator” for the activities related to the professional qualifications recognition (the Ministry of education and science) are appointed. The necessary legislative and administrative organization for the maintenance of the List of regulated professions in the Republic of Bulgaria has been established. The work on the necessary amendments in response to the recommendations from the technical consultations with DG “MARKT” continues.

Progress since 28.04.2006

· Legislation adopted by the Parliament:

On 7th July 2006 the Parliament adopted a Law on amendment to the Law on Health. It reflects fully the recommendations by the EC (DG “MARKT”) to the Law on Health;

Amendments to the laws on the professional organizations of the doctors and doctors in dental medicine (as of 01.01.2007) and of the nurses, midwifes and the associated medical specialists have been made with the adoption of the Law on amendment to the Law on Health thus guaranteeing automatic membership of EU citizens in the respective professional organizations;

The Parliament adopted an amendment to the Commercial Law (published in State Gazette 38 of 9 May 2006) thus concluding the harmonization of the provisions related to the commercial agents as required by Directive 86/653/EEC relating to self-employed commercial agents;
· Secondary legislation:

The Council of Ministers adopted an Ordinance on the terms and procedure for maintaining the List of Regulated Professions in the Republic of Bulgaria (published in State Gazette No. 35 of 28 April 2006).

The Minister of Health has signed an Ordinance on temporary rendering of medical services in the Republic of Bulgaria by citizens of EU member-states, other states of the EEA and Switzerland – it transposes the regulations concerning provision of services in the field of medicine professions. 

The Minister of Health has signed an Ordinance on amendment to Ordinance No. 35 of 29.11.2005 for practicing of medical profession in Republic of Bulgaria by foreigners, invited for scientific exchange between healthcare establishments – from the personal scope of the Ordinance have been excluded the citizens of the EU member-states, other countries of EEA and Switzerland 

· Other relevant developments:

In order to reflect the recommendations from the Technical consultations with DG “MARKT” held on 7th March 2006 the following additional measures have been taken:

· A Law on amendment to the Law on Vocational Education and Training and the Law on Higher Education has been elaborated. The texts were approved by the Council of Ministers and adopted by the Parliament on second reading by the relevant commission in the Parliament on 12 July 2006. Its final adoption on second reading by the Parliament is in the agenda of the Parliament for week 29 (17-21 July 2006);

· Amendment to the Ordinance on recognition of diplomas, certificates and other evidences for professional qualification of medical profession and specialization in the field of healthcare – the amendment regulates the automatic and unconditional recognition of professional qualification;

· Amendments to the Ordinances on the unified state requirements for acquiring of higher education in specialties “Pharmacy”, “Medicine”, “Dental medicine”, “Nurse” and “Midwife”; 

· Amendment to Ordinance No. 31 of 28.06.2001 on postgraduate training in the system of healthcare;

· Amendment to Ordinance No 3 of 3.01.2006 on recognition of the right to perform the profession of veterinary surgeon in the Republic of Bulgaria of citizens and persons who have acquired veterinary education and/or qualification in Member States of the EEA and Switzerland. 

· A draft Law on amendment to the Law on chambers of architects and engineers in investment design has been elaborated. It has been approved by the Council of Ministers on 29.05.2006 and submitted to the Parliament for adoption. 

· An amendment to the Ordinance on the terms and conditions for recognition of legal capacity in the field of the spatial planning and investment design of persons with professional qualification of "architect", respectively "engineer", acquired in a Member State of the European Union, of the European Economic Area, in Switzerland and in third countries has been elaborated. Its adoption is connected with the adoption of the abovementioned Law. 

During the elaboration and adoption of the legislation the Timetable for the full transposition of the acquis in the field of the mutual recognition of professional qualifications (sent to the EC- DG MARKT) is adhered.

Chapter 3 “Freedom to provide services”

 BANKING

EC Finding/ Recommendation: Bulgaria has made efforts to align its banking legislation, but the secondary legislation needs to be completed. Increased efforts are required for the transposition and implementation of the new, more stringent, capital requirements directive in order to provide sufficient time to the banks and the investment firms to make the necessary adaptations. Consistency remains to be ensured in order to enable coherent supervision of banks and investment firms. Preparations need to be accelerated.

State of Play

The banking legislation is aligned to a high degree with the requirements of the acquis. The process of harmonization started in 1997 with the adoption of the Law on Banks and a number of prudential regulations and completes with the adoption of the Law on Credit Institutions and the new draft BNB Ordinance on the capital adequacy of banks. In accordance with the policy of the earliest possible adoption of the draft laws in the banking sector by the National Assembly, all draft laws have been prepared in the beginning of the year, approved by the Council of Ministers and submitted to the National Assembly for discussion. The adoption on 13 July 2006 by the National Assembly of the Law on Credit Institutions will allow the draft BNB ordinance on the capital adequacy of banks to be approved by the BNB Governing Council in September 2006. This tight agenda for the adoption of the last amendments to the legal framework in the banking area will allow the time needed for the banking industry to prepare itself for their implementation.

A Consultative Council on Financial Stability with representatives of the Ministry of Finance, the Bulgarian National Bank and the Financial Supervision Commission has been set up in Bulgaria for the purpose of guaranteeing safety and stability for the development of the financial sector and exercising a positive influence on the macroeconomic development.

In October 2003, a Memorandum of Co-operation and Interaction between the Financial Supervision Commission and the Bulgarian National Bank has been concluded. The objective of the above agreement is improvement of the co-ordination between the two institutions on issues of mutual interest, falling within the sphere of the financial markets through cooperation of the particular activities in relation to the exercise of the supervisory powers conferred upon them by law; refinement of their practice of strict enforcement of the laws; co-operation in order to improve the regulation of the activities of the entities supervised by them; rendering of mutual assistance in the exercise of their supervisory functions. A very important feature provided for under the Memorandum concluded is the possibility of carrying out joint inspections. 

In July 2006 a Memorandum of Co-operation between the Bulgarian National Bank and the Financial Supervision Commission has been concluded in the area of supervision of the securities settlement systems.

Progress since 28 April 2006

· Legislative developments:

The Law on the Supplementary Supervision of Financial Conglomerates has been adopted by the National Assembly on 7 July 2006. The Law introduces entirely the requirements of Directive 2002/87/EC on the supplementary supervision of credit institutions, insurance undertakings and investment firms in a financial conglomerate into the Bulgarian legislation. The adoption of the Law contributes to assuring reliability, security and effectiveness of the banking sector, the insurance sector and the investment services sector, harmonising the Bulgarian legislation with the acquis in this field.

On 13 July 2006 the Law on Credit Institutions was adopted by the National Assembly. The Law on Credit Institutions transposes the requirements of Directive 2006/48/EC (recast), Directive 2000/28/EC, Directive 2000/46/EC, Directive 2001/24/EC, and Directive 89/117/EEC. The requirements of directives 2006/48/EC (recast) and 2006/49/EC (recast) are transposed in the Law on Credit institutions and the draft BNB Ordinance of the capital adequacy of banks. Bulgaria is the first to introduce the requirements of these directives in its legislation.

· Other relevant developments:

In connection with the harmonization of the secondary legislation and in compliance with the new, more stringent capital requirements directive in Bulgaria, a project for new BNB ordinance on the capital adequacy of banks has been drafted and consulted with the banking community and the institutions in the financial sector, including the Financial Supervision Commission (FSC). The consultation procedure provides the necessary framework for exchange of information between the supervisory institutions in the financial sector. Upon drafting the new Ordinance on the capital adequacy of investment intermediaries by the FSC, it will be sent to the BNB for consultation as well. Thus, consistency and coherent supervision of banks and investment firms is ensured. The adoption of the Law on Credit Institutions provides the legal ground for issuing the new BNB ordinance on capital adequacy of banks. In July the draft BNB ordinance on the capital adequacy of banks will be finalised and in the first half of August will be sent to the European Commission for consultation. In August the draft BNB ordinance will be discussed with DG “Internal Market” experts. It is planed the BNB ordinance to be approved by the BNB Governing Council in the beginning of September.

The Draft Law on Amendment to the Law on Bank Deposit Guaranty providing for an increase of the level of coverage from BGN 25,000 (EUR 12,780) to BGN 40,000 (EUR 20,450) was approved by the Council of Ministers by Decision No 472/26.06.2006 and was submitted to the Parliament on 27 June 2006. The Draft Law was approved by the European Integration Commission with the Parliament on 6 July 2006. By this amendment Bulgaria fulfills its accession commitment for gradual increase of the guaranteed amount of deposits which is to reach € 20,000 by 31 December 2006. 

The Draft Law elaborates further the legislative framework with the aim of full harmonization with Directive 94/19/EC of the European Parliament and the Council on the deposit-guarantee schemes. The scope of the law has been revised as to the application of the deposit guaranty scheme in place with regard to branches of banks established in a Member State. 

The measures that have been undertaken in the banking sector as from legislative as well as from the point of view of the implementation of the EC requirements guarantee the fulfilment of the commitments and the preparedness for EU membership in this area.

SECURITIES

EC Finding/ Recommendation: In the case of investment services and the securities market, Bulgaria is continuing its preparations for transposition of the outstanding directives. The timetable aiming for final adoption of the relevant acts in autumn 2006 seems reasonable, but needs to be duly respected. Preparations need to be stepped up on investment services and the securities markets.

State of play:

Since 2000 the laws amending the Law on Public Offering of Securities (LPOS) have transposed the main principles of the acquis in the area of capital market regulation: consumer protection, ensuring financial stability on the capital market, equal rights for market participants, transparency, irrevocability of transactions, supervision done by the competent authority. The Bulgarian securities legislation, including with the amendments adopted by the Council of Ministers on 6 July 2006 and submitted to the National Assembly, achieves full transposition with the following EU Directives:

· Directive 2003/71/EC on the prospectus to be published when securities are offered to the public or admitted to trading and amending Directive 2001/34/EC; 

· Directive 2004/39/ЕС  on markets in financial instruments amending Council Directives 85/611/EEC and 93/6/EEC and Directive 2000/12/EC and repealing Council Directive 93/22/EEC; 

· Directive 2004/109/ЕС on the harmonization of transparency requirements in relation to information about issuers whose securities are admitted to trading on a regulated market and amending Directive 2001/34/EC

· Directive 2003/6/ЕС  on insider dealing and market manipulation (market abuse)

· Directive 85/611/ЕЕС on the coordination of laws, regulations and administrative provisions relating to undertakings for collective investment in transferable securities
· Directive 2001/107/ЕС

· Directive 2001/108/EC

· Directive 97/9/EC on investor-compensation schemes

Thus full harmonization of the Bulgarian legislation in the area of investment services and capital markets with the acquis is achieved.

Progress since 28 April 2006

· Enforcement record:

During the period January – June 2006, in the FSC’s register of public companies and others issuers of securities, there have been inscribed 13 companies. At the same time 7 public companies and other securities issuers have been unregistered from the FSC’s register. As a result, at the end of this period, filed in the public register, kept by the FSC, there are 367 supervised entities, of which 328 public companies and 39 issuers.

For the same period FSC issued 1 licence for performing activities as an investment company (IC) of open end type and 10 licences to management companies (MC) for organization and management of contractual funds (CF). A licence to conduct activities as a management company was granted to 5 companies. With the licenses issued, as of end of June, the total number of IC becomes 11, the number of CF increases to 25, and number of MC reaches 19. In the first six months of the year 2006, 12 companies have received licenses for carrying out activities as a Special Purpose Vehicle (SPV), which contributes their total number to increase to 26 (of which 5 are specialized in receivables securitization).

The total number of investment intermediaries is 89, of which 29 banks and 59 non-banking financial institutions. According to the new requirements towards the capital and the object of activity, as of the beginning of the year, the FSC has been relicensing those companies providing investment intermediary services according to §39 under the Law on Amendment of the Law on Public Offering of Securities (promulgated in the State Gazette, issue 39 of May 10, 2005). As a result, to the 30.06.2006, from 59 investment intermediaries - non-banking financial institutions, 46 have been relicenced by the FSC. During the period, the licence of 1 investment intermediary has been withdrawn.

At the end of June 2006, in the public register, kept by the FSC, there are inscribed 169 brokers and 281 investment consultants. During the period, 27 authorizations for carrying out activity as a broker have been issued and 61 candidates to become investment consultants have received certificates.

For the period January – June 2006, FSC conducted a total of 27 planned and ad hoc inspections as well as 80 documental inspections of the investment intermediaries’ activities. As a result, 21 statements of established violations were issued and 3 coercive administrative measures (CAM) were implemented. In respect to the activities of the public companies and other securities issuers, there were conducted 229 documental inspections, resulting in issuing of 30 statements of established violations and implementing of 34 CAM. With regard to the collective investment schemes, there have been performed 3 planned inspections to the activities of 3 management companies and the managed investment companies and contractual funds. There have been issued 7 acts and 1 CAM has been imposed.

Table: Statistical data for the assets of UCITS and Special Purpose Vehicle

	
	As of

31.12.

2005
	Growth for the last 6 months 
	As of

30.06.

2006*
	Growth for the last 6 months

	UCITS /EUR million/
	48.67
	30.60%
	82.83
	70.19%

	Investment companies
	43.28
	16.14%
	47.04
	8.68%

	Contractual funds 
	5.39
	-
	35.79
	564.32%

	Special Purpose Vehicle /EUR million/ 
	68.84
	86.62%
	142.11
	106.44%

	 - specialised in real estates securitisation
	65.82
	92.88%
	138.05
	109.73%

	 - specialised in receivables securitisation
	3.02
	9.26%
	4.06
	34.75%


*The data is preliminary

Table: Statistical data for the trading on the “BSE-Sofia” JSC

	Year
	31.06.2005
	31.06.2006

	Market capitalization on “BSE-Sofia” JSC    /EUR million/
	4,332.25
	5,068.87

	Annual Growth (%)
	195.63%
	17.00%

	Turnover on “BSE-Sofia” JSC /EUR million/
	920.44
	752.73

	Annual Growth (%)
	472.69%
	-18.22%

	SOFIX
	732.96
	888.94

	Annual Growth (%)
	44.65%
	21.28%

	BG-40
	109.18
	157.56

	Annual Growth (%)
	---
	44.31%


*Turnover on BSE-Sofia for the period January – June 2006

· Other relevant developments:

The Draft Law on Amendment to the Law on Public Offering of Securities has been adopted by the Council of Ministers on July 6th, 2006. The scheduled timetable in the Action Plan for 2006 for the adoption of the law is strictly followed. The draft law has been prepared in terms of the commitments to harmonize the respective Bulgarian legislation with the Prospectus Directive 2003/71/ЕС, UCITS Directive, Directive 97/9/ЕС, Directive 93/6/ЕЕС and Directive 93/22/ЕЕС.

The Draft Law on Market Abuse with Financial Instruments has already been by adopted by Council of Ministers on July 6th, 2006. The draft law has been prepared in full compliance with the following directives - Directive 2003/6/EC on insider dealing and market manipulation (Market Abuse Directive), Directive 2003/124/ЕС, Directive 2003/124/ЕС and Directive 2004/72/ЕС.

The FSC is in a process of drafting the Ordinance on amendment to Ordinance N6 of October 22, 2003 on Capital Adequacy and Liquidity of Investment Intermediaries in terms of the commitments to harmonize the respective Bulgarian legislation with the new capital requirements directive (Directive 2006/49/EC on the capital adequacy of investment firms and credit institutions).

The adoption of the amendments in the area of investment services and securities markets is according to the time-schedule, thus achieving the objective for the fulfillment of the EU requirements by the date of accession.

INSURANCE

EC Finding/ Recommendation: 

The new Code on insurance was adopted in December 2005. Bulgaria has also drawn up an action plan to combat uninsured driving, which contains substantial measures (amendments to legislation, a national campaign on the importance of motor third party liability insurance, increased police checks, etc.). Work is in progress to clean up the registration database and de-register unusable vehicles, which are estimated at 26% of the vehicle fleet.

However, the impact of these measures taken against uninsured vehicles needs to be materialised and the financial capacity of the Bulgarian Guarantee Fund needs still to be strengthened to enable Bulgaria to sign the multilateral agreement and the Commission to take its decision concerning the removal of border checks for insurance certificates. Preparations need to be accelerated in the field of insurance as a matter of urgency.

State of play:

With the Insurance Code coming into force from 1 January 2006, as well as with the adoption of the Ordinance amending Ordinance № 21 on the own funds and solvency margin of insurers and health insurance companies (promulgated in the State Gazette No.22/14 March 2004) and with the adoption of Ordinance № 27 from 29 March 2006 on the terms and methodology for forming the technical reserves of insurance and health insurance companies (promulgated in the State Gazette No.36/ 2 May 2006), the Bulgarian legislation in the area of insurance services has been fully harmonized with the acquis.

Complex and adequate measures have been undertaken for addressing and solving the problems with the Motor vehicles third party liability insurance identified in the Monitoring report from October 2005 and later on confirmed as recommendations in the peer review, held in the period 20-21 February 2006.

In this respect the National Assembly adopted amendments to the Insurance Code including an obligation to the Guarantee Fund for ensuring cover on its insurance obligations and other amendments described later on in more detail.

In the end of May 2006 the procedure for replacing the registration number plates of motor vehicles in Bulgaria came to its end. Thus the motor vehicles which do not really exist anymore were erased from the registers in the traffic control authority because they have been one of the reasons for the large number of uninsured motor vehicles. The result from the pre-registration process was that percentage of the insured motor vehicles has amounted to 98% of all registered motor vehicles.

In order to keep this high percentage Ordinance on the Forms and Way of Interaction among the Information Center on  Compulsory Third Party Liability Insurance of Motorists and Accident Insurance of Passengers, the Ministry of Interior and the Ministry of Transport has been adopted. The ordinance establishes an organization for the information exchange process between the Ministry of Interior and the Guarantee Fund for early determining of the number of motor vehicles without compulsory Third party liability insurance and for informing the owners of those motor vehicles for their obligation to by such insurance. 

Progress since 28 April 2006

· Legislative developments:

The National Assembly has adopted amendments to the Code on Insurance on June 22, 2006. They have been published in the State Gazette N 54/4 July 2006. The adopted amendments envisage: 

· creating additional requirements for the insurers operating or intending to operate within the obligatory MTPL class of insurance in the Republic of Bulgaria to have a bank guarantee in compliance with the Statutes of the National Bureau of Bulgarian Motor Insurers (NBBMI) and a reinsurance contract in compliance with criteria that should be specified by the FSC;

· creating an obligation for the Guarantee Fund to buy cover to its liabilities on the international reinsurance market;

· shortening of the time limit for the application for re-licensing of the insurers offering MTPL insurance as to September 1, 2006;

· right of the Financial Supervision Commission to determine on its own initiative the volume of the installments that should be made to the Guarantee Fund by the insurers offering MTPL insurance;

· raising the minimum volume of the penalties applied from EURO 50 to EURO 200 as well as applying the penalty not only to the owner of the motor vehicle but to the driver as well;  

· the Guarantee Fund has the possibility to receive information not only for the registration number of the motor vehicle but about its chassis number and about the name of the owner and his/her address; 

· the Guarantee Fund, based on the gathered information by the Traffic Police and the insurers, should have the possibility to send letters to the owners of motor vehicles in order to notify them about the expiration of the period of validity of the compulsory MTPL insurance., A fourteen-day term should be given, as of the date of sending the notification, to submit evidence of the existence of a concluded contract for such insurance. Where within the provided term no evidence has been produced for the presence of a concluded contract for MTPL Insurance, the Information Center at the Guarantee Fund shall inform the Ministry of Interior – Traffic Police in order to undertake the necessary measures such as applying penalty to the owner and to prevent (stop) from movement the uninsured motor vehicle; 

· information presented by the Information Center at the Guarantee Fund to the competent bodies of the Traffic Police should serve as an evidence in regard to the uninsured driving. Based on this information the bodies of the Traffic Police should have the power to enforce the coercive administrative measure – prevent from movement the vehicle concerned.

· Approved secondary legislation:

The Ordinance on the Forms and Way of Interaction among the Information Center on  Compulsory Third Party Liability Insurance of Motorists and Accident Insurance of Passengers, the Ministry of Interior and the Ministry of Transport has been adopted and signed by the Minister of Interior, the Minister of Transport and the Chairman of the Financial Supervision Commission. It is expected to be published in the Official Journal in the coming days.

The Ordinance settles in detail the scope of the information and the information flows between the institutions concerned. The aim is to identify, at an earlier stage, the uninsured motor vehicles. After the identification the Guarantee Fund, based on the information gathered by the Traffic Police and the insurers, should send letters to the owners of uninsured motor vehicles in order to notify them about the expiration of the validity of the compulsory MTPL insurance. A fourteen-day term should be given, as of the date of sending the notification, to submit evidence of the existence of a concluded contract for such insurance. If within the provided term no evidence has been provided for the presence of a concluded contract for MTPL Insurance, the Guarantee Fund shall inform the Ministry of Interior – Traffic Police in order to undertake the necessary measures such as applying penalty to the owner and prevent from movement the uninsured motor vehicle.   

· Enforcement record:

During the period under review, the Financial Supervision Commission has issued the following licenses and authorizations in connection with the insurance supervision:

· 1 insurance company has been re-licensed to perform activities in the field of the compulsory MTPL insurance;

· 1 authorization has been issued to an independent agency for credit rating for the purposes of Art. 75 of the Insurance Code; 

· 11 insurance brokers have been registered.

Note: As of March 31, 2006 the number of the licensed insurance brokers was 184. All of them have been obliged (till the end of March 2006) to submit applications for registration in compliance with the provisions of the Insurance Code. 154 applications for registration have been submitted.  

· Other relevant developments:

The FSC has adopted on first reading an Ordinance on the Form and Content of the Annual Financial Reports of Insurers and Health Assurance Companies and on the Additional Information that is Presented by the Insurers for Supervisory and Statistical Purposes. 

According to the data presented by the Ministry of Interior and the Financial Supervision Commission as at June 5th, 2006 the number of motor vehicles with changed registration plates amounts to 1 969 217. At the same time, as at June 4th, 2006 the number of the insured motor vehicles amounts to 1 930 623 thus the ratio of the insured motor vehicles is amounting to 98,04 %.

Ratio of the reported claims, caused by uninsured drivers to the total number of motor vehicles, involved in road traffic accidents is 0.26 %.

The Bulgarian authorities consider that the positive trend for decreasing the number of uninsured vehicles is stable. Further proof of the accuracy of the current data is the following information as at the end of May 2006, based on other related indicators: 
· Ratio of road traffic accidents, involving drivers with no MTPL insurance to the total number of road traffic accidents - 2,3 %;
· Ratio of the checked vehicles on the roads with no MTPL insurance to the total number of checked vehicles - 0,56 %;
All the indicators mentioned above are of range less than 3 %.

The Guarantee Fund's financial assets, including assets covering outstanding claims reserve, as at May 31st 2006 are 9 785 282 BGN (5 003 135 euro).

The number and the sum of the reported claims to the Guarantee Fund (including claims from previous years) are 294 (amounting BGN 1 110 582), as the reported claims, caused by uninsured drivers (including claims from previous years and outstanding claims) are 181 (amounting BGN 462 198). 

With regard to the provision of reinsurance protection to the Guarantee fund's activity and the procedure opened in order to provide it, by May 19th 2006 quotations for an unlimited cover of the Fund's activity have been received from Swiss Re and Munich Re.

With the adoption of the legislative framework in the insurance sector and the implementation of the measures that have been undertaken, as well as with the achieved results in the sphere of the compulsory third party liability insurance, Bulgaria will be able to implement the EC requirements in the insurance sector.

SOCIAL INSURANCE

Progress since 28 April 2006

· Legislative developments

FSC has prepared a Law on Amendments to the Social Insurance Code. The Law is in compliance with Directive 98/49/EC on safeguarding the supplementary pension rights of employed and self-employed persons moving within the Community and Directive 2003/41/EC on the activities and supervision of institutions for occupational retirement provision. The Law has been adopted by the National Parliament on 28.06.2006.
· Enforcement record

With regard to additional pension insurance, there are no licenses issued since 28 April 2006.

During the period January – June 2006, 3 full inspections and other 16 thematic inspections of the pension companies and the funds managed by them, as well as an inspection of the activity of 1 custodian bank have been conducted. As a result, 21 statements of established violations have been issued. No CAM was imposed during the period. 

Table: Assets value of the pension funds

	Net assets
	31.12.2005
	31.05.2006

	Mandatory /EUR mln./
	225.40
	266.96

	Growth for the last six/five months (%)
	27.11%
	18.44%

	Occupational /EUR mln./
	129.52
	137.50

	Growth for the last six/five months (%)
	11.02%
	6.16%

	Voluntary /EUR mln./
	213.71
	224.87

	Growth for the last six/five months (%)
	14.77%
	5.23%

	Total /EUR mln./
	568.62
	629.33

	Growth for the last six/five months (%)
	18.41%
	10.68%


INFORMATION SOCIETY 

EC Finding/ Recommendation: 

Transposition of the acquis on the information society has to be completed. Preparations need to be speeded up in this area.

State of play:

The transposition of the acquis in the Information Society area has been completed to a great extent. With the adoption of Council of Ministers Decree No 165 of 14 July 2004 on the organization and coordination of the exchange of information in the field of technical standards and regulations for Information Society services, a full compliance with Directive 98/48/EC, supplementing Directive 98/34/EC has been achieved. During the monitoring period the necessary legislative amendments have been made with the purpose of fully harmonizing the national legislation with the Community law.

Progress since 28 April 2006:

E-commerce

The Law on Law on Electronic Commerce has been adopted by the National Assembly on June 9, 2006. The Law on Electronic Commerce fully transposes Directive 2000/31/EC on certain legal aspects of information society services, in particular electronic commerce, in the Internal Market.

Conditional Access

The basic requirements of Directive 98/84/EC on the legal protection of services based on or consisting of conditional access have transposed with the Law on Ratification of the Council of Europe Convention on the legal protection of services based on or consisting of conditional access (State Gazette issue 55 of 17.06.2003). 

Adequate measures against the infringement activities are included in the draft Law on Electronic Communications. The draft legal act provides for the transposition of the remaining provisions of Directive 98/84/EC. The draft Law has been approved by the council of Ministers on 13 July 2006 and is envisaged to enter into force on 1.01.2007.

With the amended legislative provisions in the Information Society sector and the additional measures undertaken, the full implementation of the EC requirements will be achieved until the accession date.

DATA PROTECTION 

EC Finding/ Recommendation:  

As regards the protection of personal data, Bulgaria's legislation is not yet aligned with the acquis, despite amendments introduced in December 2005. Shortcomings still affect a number of significant issues such as the scope of legislation, applicability of national law, principle of data quality, legal basis for processing, data on criminal convictions, information to the data subject, scope of derogations, system for notification and prior checking by the authority, transfers of data to third countries. Despite steps taken in the right direction, the administrative capacity of the Data Protection Commission is still weak. Its budgetary independence is not guaranteed, cuts in the 2006 budget have taken place, and it does not have sufficient staff. The functioning of the registration and notification scheme is still unsatisfactory. Its level of activity is quite low, with the handling of complaints remaining insufficient, as is the enforcement record in general. Legislative preparations need to be accelerated considerably in this field.

State of play:

The adoption of the Law on Personal Data Protection at the end of 2001 provides the legal basis for the protection of personal data. The Commission for Personal Data Protection is continuously building up its capacity with the purpose of complying with the EC requirements in this sector.

Progress since 28 April 2006:  

· Administrative Capacity 

Total number of the Commission for Personal Data Protection – 5 elected commissioners and 34 employees in the administration. At the moment 17 competitions for 22 vacancies have been announced. Taking into account technological terms for carrying out the competitions, the appointment will be made on early September 2006. 

A project has been approved under Phare program, entitled: “Further strengthening the administrative capacity of the Commission for Personal Data Protection, and providing conditions for implementation of the Law for Personal Data Protection”. The results which are expected to be achieved are as follows:

· implementation of an effective system of control over the controllers of personal data;

· building an information system of CPDP;

· qualified and well-trained CPDP staff with full knowledge of legal, technical and organizational activities concerning practical implementation of personal data protection in the EU member states;

· technical, information and other equipment for effective protection of the network infrastructure and information system of CPDP from unauthorized access;

· supply of the equipment necessary for the completion and launch of the CPDP training center.

· Enforcement Record:

Inspections made – total – 24 (after lodged complaints – 20, after received signals – 4); 

Number of received complaints – 13.

· Opinions on admissibility -13

· Opinions on additional evidence - 4

· Decisions on complaints -5

Legal opinions and representation in court:

· Processed /as well as such in a procedure of handling/ complaints and signals – 18.

· Legal opinions at the request of institutions, natural persons and legal entities – 30.

· Legal opinions (agreements) concerning sent drafts of normative acts – 20.

· Permissions on the provision of personal data of natural persons abroad (transfer) – 1.

· Instituted administrative procedures in the Supreme Court (appealed decisions of CPDP) – 10.

Registration of personal data controllers

· Number of received notifications for registration of personal data controllers – 972

· Number of letters on which a position was taken up – 158

· Issued certificates – 92

· Consultations on the telephone – 500

· Entered notifications – registered personal data controllers – 10 695 
· Entered number of applications for the kept registers – 21 575

· Entered number of declarations to the registers – 21 575

· Other relevant developments:

A Code of Conduct of Personal Data Controllers has been adopted. The Code is published on the website of CPDP: www.cpdp.bg.

Participation of representatives of CPDP in international forums – 4.

International events on the territory of the Republic of Bulgaria – 8th of Central and Eastern Europe Data Protection Authorities.

A Law on amendments of the Law on Personal Data Protection has been elaborated. The draft aims at full transposition of the requirements of Directive 95/46/ЕC in the Bulgarian legislation. The draft law has been sent to experts of the European Commission for comments with a view to the forthcoming technical consultations.

The draft Law envisages the transformation of the Commission for Personal Data Protection into a first level spending unit and provides additional guarantees for its effective functioning. This proposal is incorporated also in the elaborated draft Law on the State Budget for the coming fiscal year.

TOURISM

Conclusion/recommendation of EC: In the field of tourism, despite legislative changes, continues to arrive information on irregularities and different prices mainly in tourist facilities. The Bulgarian authorities should find ways to implement the new antidiscrimination provisions of the Law on Tourism and other legislation. 

State of Play:

The Consumer Protection Commission (CPC) is the specialized state body on the issues of consumer protection and a control body carrying out a follow-up control for complying with the requirements of the Law on Tourism (on 25.11.2005 with the entering into force of the Law on Amendment of the Law on Tourism, the provision of article 3a was included for developing the current legislation for non-admittance and prohibition for refusal to provide tourist services at the tourism establishments, as well as to provide such services or an inferior quality or at less favourable conditions on the grounds listed in the Law on Protection against Discrimination).

In 2006, the CPC continued its policy of preventive actions for protection of consumers of tourist products, carrying out control over tourist sites, as well as timely reacting on signals and claims of tourist services consumers.
Progress since 28 April  2006:

· Enforcement record

Since the amendments to the Law on Tourism have became effective, from November 2005 till June 2006, on the grounds of a developed program, inspections are being carried out in tourist sites within the following national campaigns: 

· National campaigns for monitoring the market in offering of tourist services in means for lodgings and places for lodgings;

· National campaigns for monitoring the market in offering of tourist services in restaurants and entertainment establishments. 

During the active winter tourist season inspections have been carried out on a Regional Campaign for monitoring the market in relation to declaring the prices of services on ski tracks. 

During the summer season the stress in the carrying out of inspections in tourist sites continues to be the compliance with the requirements in declaring the prices in equal amounts for all tourists. From 27.06.2006 to 29.06.2006 it has been carried out a national campaign for compliance with the provisions of art.3a of the Law on Tourism – declaring prices in equal amount for all tourists. A total of 232 means of lodgings and places for lodgings were inspected, and only in one site a violation of the provisions of the Law on Tourism has been committed in respect of double pricing.

Pursuant to the Law on Tourism, in the period from 25.11.2005 to the end of June 2006, there have been carried out the total of 5975 inspections in tourist sites, and 670 acts for administrative violations have been drawn up. 
The inspections carried out in tourist sites for control on compliance with the declaration of tourist prices were 5343 and violations established in the means for lodgings have been as follows: 

· Lack of declared prices for lodgings and of other offered services in a price list placed on a visible for customers place near the reception desk and in each room – 15;

· Non-compliance with the requirement for the prices to be easily understandable, to be clearly written and not to deceive consumers – 4;

· Undeclared prices differentiated according to the service recipients –  6;

During the inspections violations regarding prices declaration of the services have been  identified only in a limited number of tourist sites. Regarding the existence of different prices for tourists, there are single cases, but the lack of declared prices may be considered a prerequisite for possible violation of orders and the existence of double pricing. The Consumer Protection Commission, as a control body, has as a priority to monitor the compliance with the provisions of the Law on Tourism, for stopping the discrimination practice in this aspect. 

· Other relevant developments: 

The Consumer Protection Commission has developed annual program and monthly plans with specific national and regional campaigns, terms and persons responsible for their execution. The campaigns are determined pursuant to an analysis of the results for the previous year and the purpose of the national campaigns is to carry out control for compliance with the provisions of the Law on Tourism by all persons offering tourist services, and the regional ones are initiated in relation to a market analysis of a specific region. The Consumer Protection Commission has signed agreements on cooperation and joint activities with tourist associations, which help the work of state and local bodies for carrying out the policy in tourism and in management and quality control of tourist products, including prevention of practices of double pricing in the tourist sphere. The analysis of the results of the control activity and the initiatives carried out by the Consumer Protection Commission, are discussed during work meetings with representatives of state and local self-governance bodies and tourist organizations in the different regions of Bulgaria, for solving emerged problems and improving the quality of the offered tourist products in Bulgaria. 
Information campaigns

Following its policy for preventive actions for consumer protection, besides the control for compliance with the normative requirements, the CPC organizes also a number of initiatives for promotion of rights of consumers in the use of tourist services. 

Temporary reception offices

During the summer tourist season for the period from 01.06.2006 to 30.09.2006, for the customers there have been opened five temporary reception offices on the territory of the Black Sea coast for receiving signals and claims. In the reception offices consumers may also receive consultations and information on the legal requirements in offering a tourist product. 
Reception office in the open air

For improving direct contacts with consumers and transparency of control activity, on 24 June 2006, in the Sunny Beach Resort, the CPC held the initiative Reception office in the open air with the participation of representatives of state and local self-governance bodies and tourist organizations. The initiative is held for a third consecutive year in a row and constitutes an information-training campaign for all consumers for promotion of their rights and providing protection of their interests in the use of tourist products. During the initiative it is achieved a maximum shortening of the distance between the control body and consumers, listening to their problems on current topics, immediate reaction and searching of solutions on the spot. By Reception office in the open air, the CPC directs its efforts to help the foreign tourists who use tourist services outside the paid package. In the beginning of July 2006, the initiative continues also on the territory of Golden Sands Resort.

Questionnaires for tourists 

In June 2006 it has been made an inquiry with tourists in the regions of the city of Burgas, for receiving information regarding the offered tourist services. The inquire includes questions also for the existence of double pricing in the means for lodgings and food and entertainment establishments. The major part of the questionnaires shows that the tourists have not encountered such practices. 

Brochures 

CPC has prepared brochures with advises and useful information for consumers directed to offered services in tourist sites and rights of consumers of organized individual and group tourist trips. The brochures contain the exact contacts where tourists may submit claims, including for possible practice of double pries of tourist sites.

National telephone of the consumer 

The Consumer Protection Commission has a permanent national telephone of the consumer for receiving signals from consumers and consultations on questions. Information for the telephone of the consumer is also provided by all information materials for consumers.
Training and seminars
Since the beginning of the year the Consumer Protection Commission has organized, with the cooperation of TAIEX program, two training seminars improving the qualification of employees and the practice in inspections. One of them, on 29 and 30 June 2006 has as a  subject: “Consumer protection in organized tourist trips of common price and alternative forms of tourism”.

RIGHT OF ESTABLISHMENT

EC Finding/ Recommendation: Significant progress has been made on the right of establishment and freedom to provide non-financial services. Bulgaria is now generally meeting the commitments and requirements arising from the accession negotiations. Preparations are continuing and Bulgaria is expected to be in a position to implement the acquis from the time of accession if the current pace of progress is maintained.

State of Play:

In the field of the right of establishment and freedom to provide non-financial services the Republic of Bulgaria has made substantial progress as regards the non-discriminatory regime of national treatment for foreign nationals and companies from EU and EEA performing economic activities on the territory of the country. 

In June 2004 a screening has been made of the Bulgarian legislation in this field with the purpose to identify and eliminate the provisions non-compatible with the acquis. On this ground, timetable for amendments of the relevant legal acts has been prepared. The report on the results of the screening and the supporting timetable have been sent to the European Commission in June 2004.

Bulgaria has taken the necessary steps in order to fulfill the commitments for amending the legislation with the purpose of its harmonization with the acquis in these area. These amendments abolished the restrictions to the right of establishment and freedom to provide non-financial services and fully implement the requirements of  Art. 43-48 of  TEU.

During the period June 2004- April 2006 the following legal acts have been amended:
· Bar Law – SG 55/2004;

· Law on Public Health  (repealed by new Law on Health) - SG 70/2004;

· Law on Veterinary Activity – SG 87/2005.;

· Law on Higher Education - SG 83/2005;

· Law on Protection and Development of Culture - SG.93/2005г-;

· Law on Professional Organisations of Doctors and Doctors of Dental Medicine - SG 85/2005;

· Law on Tourism - SG 94/2005;

· Waste Management Act - SG 77/2005;

· Law on Gambling - SG 79/2005;

· Law on Foreigners in the Republic of Bulgaria - SG 63/2005;

· Rules on the application of the Law on Foreigners in the Republic of Bulgaria - SG 87/2004г.;

· Law on Employment Promotion - SG 18/2006;

· Law on Social Promotion - SG 18/2006;

· Law on Child Protection – SG 38/2006;

· Law on Postal Services – SG 38/2006;

· Commercial Law – SG 38/2006 9in relation to Directive 86/653/EEC).

Progress since 28 April  2006:

· Legislation, adopted by the Parliament:

Law on Wine and Alcohol Drinks 
The Law on Amendments of the Law on Wine and Alcohol Drinks has been adopted by the National Assembly on 09.06.2006 and promulgated in SG No 51/2006. The law eliminates the discriminatory provisions prohibiting EU and EEA economic operators to produce wine and alcohol drinks.

Currency Law

Law on Amendments of the Currency Law has been adopted by the National Assembly on 17.05.2006 and promulgated in SG No 43/2006. The new provisions abolish the discriminatory requirements as regards the performance of cash transactions. The amendments envisage the possibility for EU and EEA economic operators to apply for permission to effect cash transactions on the territory of the Republic of Bulgaria.

Law on Grain Storage and Trade

The Amendments to the Law on Grain Storage and Trade that have been adopted by the National Assembly on 22.06.2006 and promulgated in SG No 55/2006 envisage the possibility for EU and EEA economic operators to trade with grain. Thus, the restriction for EU and EEA companies to perform the activities under this Law has been eliminated.  

Chapter 4 “free movement of capital”

money laundering

EC Finding/ Recommendation: Gaps remain in the Law on Measures against Money Laundering, which do not yet fully reflect the requirements of the second EU Anti-Money Laundering Directive. Furthermore, legislation needs to align with the revised recommendations of the Financial Action Task Force on money laundering and terrorist financing.

State of Play:

The Bulgarian legislation on money laundering is fully in line with the first and second AML directives and the revised FATF recommendations. 

The Law on Measures against Money Laundering was adopted in 1998. A 2001 amendment to the Law ensures full alignment with Directive 91/308/EEC on the prevention of the use of the financial system for the purpose of money laundering.  In 2003 new amendments to the Law on Measures against Money Laundering were adopted transposing the requirements of Directive 2001/97/EC on the prevention of the use of the financial system for the purpose of money laundering into the Bulgarian legislation.

Through the adoption (21.06.2006) of the Law on Amendment to the Law on Measures against Money Laundering the Bulgarian legislation has been aligned with the Second AML Directive in regard to the obligations of persons providing legal advice and with the revised FATF recommendations. Thus the two ALM directives and the revised recommendations of the Financial Action Task Force have been fully transposed into the Bulgarian legislation. With the last amendments to the Law on Measures against Money Laundering, adopted by National Assembly (21.06.2006), Bulgarian legislation is fully harmonized with the acquis of EC in the field of money laundering.

Progress since 28 April 2006:

· Legislation adopted by the Parliament:

On 21 June 2006 the Parliament adopted the Law on Amendments of the Law on Measures against Money Laundering (promulgated in State Gazette, issue 54/2006). The Law brings in line the Bulgarian legislation with the revised FATF recommendations. 

As for the requirement of the second EU anti-money laundering Directive 2001/97/EC regarding the obligation for the persons providing legal assistance by profession, the Law includes precise provisions in line with the Directive.

EC Finding/ Recommendation: Effective implementation of legislation remains very limited. Awareness of reporting obligations amongst reporting entities, suspicious transaction reporting (STRs) and supervision of reporting entities need to be improved, particularly outside the financial sector.

State of Play:

Landmark enhancements in supervision both in quality and quantity are expected as a result of the combined effect of the increase of the staff of the Financial Intelligence Agency (Inspectorate Department) by 10 persons, the amendments to the LMML (further widening the cooperation with the supervisory bodies), projects for the modernization of the Financial Intelligence Agency, the increased awareness through the Communication Strategy projects, and the extended channels of communication with the obliged persons under LMML (web site, channels of secure communication for STRs etc.).

The main trend in the policy in fighting money laundering is better coordination of the involved institutions. The improved awareness amongst the trained categories was perceivable still during the carrying out of seminar series. With the increase of the number of attendees the interest grew in the sectors of: chartered accountants, internal auditors in the financial sector, independent lawyers providing legal advice in the private sector, notaries, representatives of sports organizations, real estate agencies, non-profit organizations, traders in precious metals and stones, automobile dealers etc. 

An impressive communication strategy campaign devoted to provide information on best practices of the European countries has been developed and lead to the belief that the STRs filed by the DNFBPs will soon increase.

Progress since 28 April 2006:

· Administrative Capacity:

A draft amendment to the Rules of Procedure of the Financial Intelligence Agency has been elaborated and is to be reviewed by the Council of Ministers until the end of July 2006. The draft provides for the increase of the staff of the Inspectorate Directorate within the Financial Intelligence Agency by 10 employees thus contributing to the efficiency of supervision over the obliged persons under the LMML and significantly increasing the number of inspections to be carried out by the Financial Intelligence Agency especially in regard to the DNFBPs. The Ministry of Finance has sent a request to the Ministry of the State Administration and Reform regarding the approval of 10 new positions in FIA.

А joint instruction for cooperation between the Prosecutor’s Office, the Ministry of Finance and the Ministry of Interior was signed on July 3, 2006 by the Chief Prosecutor, the Minister of Finance and the Minister of Interior. The instruction will lead to better cooperation among institutions into counteraction to money laundering and financing of terrorist organizations and criminal groups. It provides the necessary mechanism for enhanced cooperation among the institutions engaged in the AML system and increasing the efficiency in fighting money laundering. 

The Phare twinning light project ‘Improving the cooperation of FIA with the obliged persons under the LMML’ was completed on May 11, 2006. It has achieved acquaintance of a total of 114 representatives of obliged persons (especially from the DNFBPs) with EU AML standards and elaboration of criteria for cooperation with the competent supervisory authorities. On the other hand, a master plan for the special training needs of FIA has been elaborated together with a model of a self-sustaining training plan. 

Meanwhile FIA has continued its efforts towards promoting transparency and efficiency in the AML system and providing further assistance to the obliged persons, especially DNFBPs, by publishing on its website training documents and AML information relevant for ensuring awareness and compliance of the obliged persons. 

A special seminar (26.06.2006) has been organized jointly by the Ministry of Finance and FIA for training representatives of the obliged persons and briefing the media on the new acquis (the third directive) and the obligations under the amended LMML. 

Apart from the measures for the obliged persons detailed plans have been elaborated for additional training of the experts of all institutions engaged in the fight against ML. The National Institute for Justice planned two training courses to be held on 19-21.07.2006 and 25-27.07.2006, which will provide training to 60 Bulgarian prosecutors from various regions. An expert of the Financial Intelligence Agency will provide assistance to the organization of the training agenda and a lecture on specific practical issues regarding money laundering. 

The FIA Director General met with representatives of the British Embassy and the Director of the British Financial Intelligence Unit to coordinate training support from the UK. 

A detailed plan for training specialists in AML analysis was elaborated. The training will be provided by analysts from the United Kingdom and the United States. 

Prosecutors, investigators, representatives of the Financial Intelligence Agency, the Commission for Finding Property Proceeding from Criminal Activity and the National Revenue Agency will be trained in relation to developing financial profile and criminal analysis by U.S. experts in courses starting on September 18, 2006. There will be two training courses for a total of 70 experts.

In June 2006 the contracts under Lot 1 and 2 for the supply of hardware and specialized software to the Financial Intelligence Agency under the Phare investment project have been concluded and the kick-off meeting for the completion of the supply and training under Lot 2 took place on 26 June 2006. The new system will significantly increase the capacity of the Financial Intelligence Agency to address the increasing information flows.

The total number of FIA officials who participated in different training courses and meetings (as trainees and lecturers) in Bulgaria and other countries is 14. They took part in 4 courses as trainees and 4 courses as lecturers (3 to bank staff and 1 aimed at all major categories, incl. a special focus on DNFBPs) during the period 28 April – 30 June 2006. 

The Financial Intelligence Agency undertook special measures for protection of the financial interests of the EU. The permanent group for inter-agency coordination of the ML/TF prevention analyzed the necessity for implementing additional measures in order to increase the efficiency in detecting potential irregularities with respect to the financial interests of the EU. The FIA, BNB, Financial Supervision Commission, State Commission on Gambling, National Revenue Agency, Customs Agency and the Association of Commercial Banks took part in the elaboration of indicators and typologies for potential irregularities. On May 8, 2006 the permanent group adopted special indicators for potential misuse of EU funds. The indicators have been published at the website of the Financial Intelligence Agency (www.fia.minfin.bg). Meanwhile a special analytical group within FIA, established in January 2006 has elaborated the documents to provide training to FIA and the obliged persons under LMML in regard to preventing irregularities with EU funds. The documents focus on the detection, reporting means and the main legal provisions in the field. The analytical group within FIA is also responsible for retrieving and processing information for the identified reports under LMML, indicating potential fraud and analysis of reports submitted by OLAF. 

The Bulgarian authorities have extended an invitation for the provision of a long-term expert from a Member State. The activity of the expert will be related to performing an overview of the entire AML system not only in the financial sector (implementation of the Bulgarian preventive AML legislation), but also the cooperation among the law enforcement agencies (investigation and prosecution of money laundering, implementation of the Penal Code). 

· Enforcement Record:

Suspicious Transaction Reports

During the period 28 April – 27 June 2006 FIA received 47 Suspicious Transaction Reports (STRs) and 10 requests from the supervision authorities. FIA opened 47 operational cases based on these STRs.

Number of STRs during the period 28 April – 27 June 2006:


	Category of Reporting Entity
	No. of STRs
	

%

	Banks
	34
	72,34%

	Persons Organizing Gambling Facilities
	2
	4,26%

	Customs Authorities
	5
	10,64%

	Privatization Bodies
	2
	4,26%

	Under Art. 18, Para. 2 of LMML
	3
	6,38%

	Tax Authorities
	1
	2,13%


Reports of transactions in cash above 15 000 EUR (Art. 11a of LMML):

During the period 28 April – 27 June 2006 FIA received 20 163 reports. 

Reports (signals) to the law enforcement authorities made by FIA: 

During the period 28 April – 27 June 2006 FIA has sent 58 signals to the law enforcement authorities (5 to the Supreme Prosecutor’s Office of Cassation and 53 to the Ministry of Interior). 

Inspections

	FIA Inspections
	Off-Site
	On-Site 

	April 28 – June 30, 2006
	106
	13


During the period 28 April – 30 June 2006 FIA carried out 13 on-site inspections as follows: pension funds – 2, bank – 1, casinos– 8, exchange bureaus – 2. 

Information exchange with foreign FIUs

	Period
	Requests from foreign FIUs  
	Replies to foreign FIUs (incl. older requests) 
	Requests made by FIU to foreign FIUs
	Replies from  foreign FIUs (incl. older requests)

	April 28 – June 30  
	8
	23
	99
	48


· Other Relevant Developments

In relation to access to bank secrecy information in investigating money laundering, relevant provisions have been proposed to be included in the draft Law on Credit Institutions and put forward by a Member of Parliament. The draft has been approved on first reading by the National Assembly on June 8, 2006. According to the proposed provisions the Chief Prosecutor will be provided with powers (in cases of money laundering and organized criminal activities) to request (without court decision) bank secrecy information, which cannot be refused. The Law on Amendment to the LMML (adopted 21.06.2006) provides for wider access of FIA to bank secrecy.

Chapter 5 “Company law” 

	Conclusion/ recommendation of EC: 

Legislation on patents and other outstanding measures (amendments to the Law on Trade Marks and Geographical Indications and the Law on Industrial Design) have yet to be further aligned with the acquis in the field of industrial property.

Further improvements are required as regards enforcement of IPR. IPR-related crime remains a continuing threat and poses a real challenge. 

Closer cooperation, awareness raising, additional staffing at critical location in the country and more training are required. 

Communication between institutions and between institutions and right-holders’ organisations must be further developed.

Preparations need to be stepped up on protection of intellectual and industrial property rights.




State of play:

From 2000 up to now the Law on Copyright and Related Rights has been several times amended and now it is entirely in line with all the relevant Directives in the field of Intellectual Property Rights – Directive 91/250/EEC on the legal protection of computer programs, Directive 92/100/EEC on rental right and lending rights and on certain rights related to copyright in the field of intellectual property, Directive 93/83/EEC on the co-ordination of certain rules concerning copyright and related rights applicable to satellite broadcasting and cable re-transmission, Directive 93/98/EC , Directive 96/9/EC on the legal protection of databases,  Directive 2001/29/EC on the harmonization of certain aspects of copyright and related rights in the information society, Directive 2001/84 on the resale right for the benefit of the author of an original work of art and Directive 2004/48 on the enforcement of intellectual property rights. 

In 1999 the Law on Industrial Designs and the Law on Marks and Geographical Indications have been adopted by the National Parliament. After that those laws have been amended in 2005 and at this moment the Law on Industrial Designs is in line with Regulation 6/02 on Community design and the Law on Marks and Geographical Indications is in line with Regulation 40/94 on Community mark and Regulation 2868/95 on the Community trade mark

Between 1971 and 2002 Bulgaria has ratified the Conventions in the field of IPR protection as follows:

· Ratification of the Berne Convention for the Protection of Literary and Artistic Works (1971) (promulgated, State Gazette, issue 53 from 1974)

· Ratification of the Universal Copyright Convention (promulgated, State Gazette, issue 1 from 1975)

· Ratification of the International Convention for the protection of performers, producers of phonograms and broadcasting organizations (the "Rome convention"), 1961 (promulgated, State Gazette, issue 39 from 1995)

· Ratification of the Convention for the Protection of Producers of Phonograms against Unauthorized Duplication of their Phonograms (promulgated, State Gazette, issue 39 from 1995)

· Ratification of the TRIPS Agreement (promulgated, State Gazette, issue 93 from 1996)

· In 2000 the National Assembly adopted several Laws on the ratification of four international agreements, the EU member-states being party thereto as well. These are: the Nice Agreement Concerning the International Classification of Goods and Services for the Purposes of the Registration of Marks, the Vienna Agreement Establishing an International Classification of the Figurative Elements of Marks, the Locarno Agreement Establishing an International Classification for Industrial Designs, and the Strasbourg Agreement Concerning the International Patent Classification.

· Ratification of the WIPO Copyright Treaty (promulgated, State Gazette, issue 7 from 2001)

· Ratification of the WIPO Performances and Phonograms Treaty (promulgated, State Gazette, issue 7 from 2001)

· Ratification of the European Patent Convention and the Protocol on amendments of this Convention.  (promulgated, State Gazette, issue 15 from 2002)

The Law on Administrative Regulation of the Production and Trade of Optical Discs, Matrices and Other Media Carrying Works Protected by Copyright and Related Rights  has been adopted, which provides for the administrative regulation and control over the production, including reproduction, distribution, import and export, of optical discs, matrices and other media carrying works protected by copyright and related rights. It foresees a registration of all deals involving the production of matrices bearing a recording, as well as the reproduction of optical discs and other media containing works protected by copyright and related rights. According to this law the licensing regime for optical disc and matrix manufacturers is mandatory and highly restrictive.

A Council on Intellectual Property Protection has been established as an inter-institutional consultation body with the task to achieve a high level of political and institutional representation for guarantee the expediency and efficiency of intellectual property protection and the fight against piracy.

An Ordinance on the terms and procedure for interaction between the Ministry of Culture, the Ministry of the Interior, the Ministry of Justice, the Customs Agency and the Patent Office through the national system for information exchange on copyright and related rights, on industrial property rights and on the activities of the intra-institutional council related to the administration, maintenance and development of the national system has been adopted by the Council of Ministers.

Improvements in the field of IPR protection are based on a strong political drive and action plans. This is an indication of the importance of the cooperation between the institutions to fight counterfeiting and piracy. Combating intellectual property crime is a main priority of the Ministry of Interior, the Ministry of Culture, Customs, Judiciary and other bodies involved and there is a close day to day interinstitutional collaboration.  

The dialogue with industry, consumers and the public continues is an important factor. The private industry is a part of the actions in the fight against the piracy. Industry bodies have the opportunity to make recommendations to the Council on Intellectual Property Protection.

For Bulgaria strengthening the administrative capacity of the relevant bodies and the training in the field of intellectual property rights protection is still a highest priority and there are a lot of initiatives and seminars attended.

Progress since 28.04.2006

· Administrative capacity:

New Rules of Procedure of the Ministry of Culture are adopted (SG 52/27.06.06) enhancing the staff of the Copyright and Related Rights Directorate with 5 new employees. Job descriptions and preparation of the competition procedure for appointments are under way.

Several seminars took place during the period under review:

· 4 seminars on creative industries and IPRs,  on collecting societies management,  on piracy / border control on  pirated goods and  a workshop on patents/ trade marks/ design with lecturers from EC, WIPO, SISAC and the British Council have been organized within the Rousse festival “Rousse – City of Rights”, 7-12 May 2006, 

· On 10 May 2006 – the first IP Point in Bulgaria at the Sofia Technical University has been open by the Patent Office./A “mini” IP Information & Consultation Center at a University level.

· In the period 25-31 May 2006 in the National Training Center of the National Customs Agency was held training of 37 customs officers from all over the country. The main subject was the adequate use of the National Information Exchange System in the field of copyrights and related rights and industrial property. 

· A seminar ‘The Challenges of Criminal Proceedings for Crimes against IP’, has been organized on 5-7 June in Hisar with the participation of prosecutors from Supreme Prosecutor’s Office of Cassation, from regional Prosecutor Offices,  and experts from other enforcement bodies, including the Ministry of Culture and the Patent Office. 

· A TAIEX “Seminar on IPR enforcement. Follow-up to Peer Reviews”, was held on 19-20 June 2006. The participants were customs officers and experts from the Ministry of Culture and the Council of Ministers administration.  .

· On 20-21 June 2006 in the National Training Center of National Customs Agency was held work shop with right-holders of world known marks in the field of cosmetics, perfumery products and mobile telephones. 45 customs officers were trained from all over the country. The seminar was organized on the initiative of the right-holders from Lancaster group from cosmetic business. 

· The Ministry of Interior organized 2 seminars and 39 specialized trainings.

· Participation in the 26-th International Plovdiv Fair – a free advisory stall of the Patent Office.

· Participation of Patent Office representatives in the 3-rd International Scientific Conference within the framework of the 7-th International Exhibition of Defensive Machinery “Hemus – 2006” (June 2006);

· Participation in the Conference on “Inventive and Innovative Entrepreneurship” (June 2006, Slanchev Bryag) with 40 representatives of inventors and business in the region.

· Enforcement record:

Significant progress has been made in the field of enforcement of IPR protection as follows:

Ministry of Culture:

· 118 computers, 9095 audio carriers, 40 audio cassettes, 150 video cassettes seized;

· 24 expertise opinions:

· 20 check-ups;

· 18 administrative acts for infringements;

· 1020 certificates of rights registrations issued;

· 3 Penal Decrees issued.

Customs Agency:

· 14 detentions held, 2 of them are ex officio;

· 11 requests on border measures application filed for 14 different trade marks; 

· Customs surveillance applied to 49 requests for 118 trade marks and 3 industrial designs.

    Patent Office:

· In its capacity of an authority imposing administrative sanctions in cases of infringement of rights in marks, industrial designs and geographical indications, and with a view of  taking prompt and stern measures to repress infringements, the Patent Office conducted from April to June this year checks in trade centers and bazaars in Sofia and throughout the country;

· 14 statements of infringement and 3 statements of lack of infringement were issued;

· 406 pieces of clothing confiscated;

· 20 penal injunctions issued.

· Protection was provided with respect to the following marks: “DOLCHE&GABBANA”, “D&G DOLCHE&GABBANA”; “DIESEL”; “EMPORIO ARMANI”; “GIO”; “LACOSTE”; “TOMMY HILFIGER”; “BOSS”, “HUGO”, “HUGO BOSS”; “LEVIS”; “MISS SIXTY”; “ENERGIE”; “PUMA”; “LACOSTE”, “PUMA”, “GIMOKA”, etc.

Ministry of Interior - Economic Police Unite of the National Police Service& The General Directorate for Combating Organized Crime in cooperation with the industries

Enforcement pursuant art.227 of the Criminal Code:

· 6 special police operations were conducted, in the course of which 27 market places were inspected. 6 police reviews were constituted and 1 preliminary investigation. 

· 7 records for police notices under Ministry of interior Act were drawn up. 

· A total of 33 manufacturing facilities, wholesalers and retailers were raided and respectively 33 preliminary police investigations were initiated against the offenders.

· 45502 counterfeit goods of various type seized;

· Over 37 000 pairs of PUMA, NIKE and ENERGIE branded counterfeit sport shoes were seized in 1 raid at the Ilientzi open market in Sofia.

Enforcement pursuant art 172a of the Criminal Code: 

· Intense enforcement on protection of computer software: 

· On April, 2 companies offering for sale computer systems with preinstalled unlicensed computer programs were raided in the town of Lovech. 

· In May in Russe, 2 end users using unlicensed software for over 35 000 USD were raided and a total of 16 PCs were seized by the police.

·  Enforcement in this period was focused mainly on copyright offences conducted via Internet - 2 local area networks in the towns of Blagoevgrad and Sevlievo were raided and another 6 Internet uploaders that had uploaded over 40 terabytes of illegal content were raided by the police and arrested. 

· Successful raid against the torrent tracker ARENA.BG. 

· Confiscated: 4 computer systems with more than 500 gigabytes of illegal contents; 3 hard discs; a router computer system; over 200CD-R with illegal films; more than 112 terabytes illegal music and films; 3 satellite receivers.

· Raids against PC Games – 8; 

· Raids against Sony Play Station – 7;

· Raids against Internet Downloadable Media – 7; 

· At the end of June 2006 the notorious Slaveykov Square (Sofia) was raided by the police and from 3 warehouses adjacent to the open market over 10 000 pirate CDs with pirate music, film and software and over 6000 paper covers were seized. 

· 103 special police operations were conducted, in the course of which 571 market places were inspected. Violations were noted at 149 market places and 9 police reviews and 1 preliminary investigation were constituted. 

· 91 records for police notices under Ministry of interior Act were drawn up.

· Only in May 2006 were seized: 430 video cassettes; 640 DVDs; 1260 CD-Rs; 400 DVD-Rs; 10 burners; 600 Sony Play Station products; 682 CD-Rs for PC games; 22 inlays and others.

· To summarize: a total of 35 enforcement actions were conducted where 33 PCs and over 13 000 pirated CD and 6 000 covers were seized.

The checks during the period under review shows that the enforcement of IPR protection is effectively under way and it produces more concrete and tangible results.

· Other relevant developments:

1. Interagency cooperation:

The Council on IPR Protection

Two meetings during the period took place and the meeting’s agendas were suggested by the industries and the right-holders’ societies. The meetings were focused on:

· Discussions and adoption of measures to counteract  the illegitimate use of objects of copyright and its neighboring rights through Local Area networks;

· Hearing of information presented by the Ministry of Interior with regards to the latest activities undertaken against illegal use objects of copyright and related rights through INTERNET and taking decisions for further acts;

· Discussions on the proposal made by the Ministry of Justice for relevant legislative change so as to enable the joining of the Ministry of Economy and Energy, the Commission for protection of Competition and the Ministry of Agriculture and Forestry to the Memorandum for cooperation in the field of Intellectual Property;

· Comments on the outcomes and the analysis presented by the expert research in the Ministry of Economy and Energy on 8 June 2006 concerning the impact of the regulations introduced by the Optical Discs Act .

· Meeting with the representatives of right-holders /MUSICAUTHOR, PROPHON/, the Bulgarian Association of Restaurant-and Hotel Keepers and  the State Agency for Tourism;.

On 30 May 2006 a meeting was held at the Supreme Prosecutor’s Office of Cassation with the Chief prosecutor of the Republic of Bulgaria together with representatives of the Council and the industries. Most important outcomes are as follows:

· Regional prosecutor’s offices to be engaged with strengthening of their administrative capacity to deal with IP issues through regular staff training together with industries. 

· The current practices of the Prosecutor’s offices in IPRs protection to be revised so as to enable the Supreme Prosecutor’s Office of Cassation in issuing relevant standardizing instructions for good practices implementation.  

The Inter-agency Council on Administration, Management and Development of the National Information System on IPRs Protection has started its functioning. It has been convened for first organizational meeting by its chairman. 

2. Public Awareness Campaign: 

· The Festival on Intellectual and Industrial Rights Protection “Rousse – City of Rights”, sponsored by the European Commission, the Ministry of Culture and WIPO took place on 7- 12 May 2006 in Rousse  with  more than 200 participants from Bulgaria and Romania. During the festival 4 seminars with participants from the relevant Romanian IPRs enforcement bodies have been organized. There were organized also 2 exhibitions, 4 concerts and 3 competitions: for best young violinists, for best poster on IPRs subject and for best press photo. There were also 2 visits of industrial companies and 3 WIPO golden medals have been distributed.

· It is envisaged that by the end of 2006 a National Public Awareness Campaign in cooperation between the main electronic media, the Ministry of Culture and the Council of Electronic Media will take place. The Bulgarian Government provided 230 000 BG leva for financing the Campaign. The creative
 project is in place and the video and audio materials and outdoors campaign posters are under preparation.

3. Integrated Customs Information System - (BICIS) – development

At the end of April 2006 a developed risk profile was introduced in the Integrated Customs Information System (BICIS). Such development of the system is based on IPRs offences analysis by the custom officers and is considered as an input and contribution that corresponds to a particular measure in the Action Plan 2006.

A User’s Guide for the customs officers for the proper use of National Information Exchange System between the Ministry of Interior, the Ministry of Justice, the Ministry of Culture, the National Customs Agency and the Patent Office was created. Through this system customs officers shall have access to the data base regarding trade marks and industrial designs registered by the Patent Office, as well as to the data base on copying and distribution of the carriers of copyrights and related rights registered by the Ministry of Culture.  

4. Following the recommendation of the European Commission during the Peer Review on 6-7 February 2006, a Six Months Report on the IPRs Protection Progress in Bulgaria has been prepared and sent to DG “Enlargement”, DG “Internal Market and Services” and The Delegation of the European Commission to Bulgaria. 

5. For achieving full harmonization of the Bulgarian IRRs legislation with the EU Law, three draft laws are under discussion in the National Assembly:

The Law on Amendment of the Patent Law – adopted on first reading on 17 May 2006. The Draft Law on Amendment of the Patent Law brings the Bulgarian legislation in compliance with: Directive No. 98/44/EC of the European Parliament and the Council of 16 July 1998 on the legal protection of biotechnological inventions; Regulation No. 1768/92 on the establishment of supplementary  protection certificate for medicinal  products; Regulation No. 1610/96 on the establishment of supplementary protection certificate for plant protection products; Directive No. 2001/83/EC on a Community Code concerning human medicines; Directive No. 2004/48 of the European Parliament and the Council on the enforcement of IP rights; and Council Regulation (EC) No. 1383/2003.

The Law on Amendment of the Law on Marks and Geographical Indications – adopted on first reading on 21 June 2006. The Draft Law on Amendment of the Law on Marks and Geographical Indications brings the Bulgarian legislation in compliance with: Directive No. 2004/48/EC of the European Parliament and the Council of 29 April 2004 on the enforcement of IP rights; Council Regulation (EC) No. 1383/2003 of 22 July 2003; and Council Regulation (EC) No. 40/94 of 20 December 1993 on the Community Trademark. 

The Law on Amendment of the Law on Industrial Designs – adopted on first reading on 22 June 2006. The Draft Law on Amendment of the Law on Industrial Designs transposes: Directive No. 2004/48/EC of the European Parliament and the Council of 29 April 2004 on the enforcement of IP rights; Council Regulation (EC) No. 1383/2003 of 22 July 2003; and Council Regulation (EC) No. 6/2000 on the Community Design.

Chapter 7 “Agriculture”

PAYING AGENCY AND IACS

EC Finding/Recommendation:

Good progress has also been made on the Paying Agency but further steps are still needed in order to complete the preparations for accession. This area requires increased efforts and swift action now in order to solve the shortcomings in time before accession. Development of the IT system for operation of the PA and the training and recruitment of staff are still incomplete. Preparations need to be stepped up.

The original master plan for setting up the Integrated Administration and Control System (IACS) has been updated to reflect the delays in its implementation. To set up the land parcel identification system (LPIS), Bulgaria decided to use archived satellite images in addition to aerial ortho-photos; contracts for the provision of all data have been concluded but the time schedule is very tight. Digital ortho-photos and usable satellite images exist for around 25% of the territory. The digitisation of the LPIS blocks has been done so far for around 17% of the area. Work has just started for the establishment of the link between the farmers and the LPIS blocks, needed to supply the farmers with graphical material indicating boundaries of the reference parcels, their single identification number and their area. Much work has been done in relation to adopting and installing of new software but it has not been subject to final testing. Other basic tasks, such as pre-registration of farmers, on-the-spot controls and training of staff, have also been accelerated. Urgent action is still needed.

State of Play:

Legislation (laws and secondary legislation) for the setting up of the Paying Agency and for the administrative arrangements for implementation of the Common Agricultural policy of the EU has been adopted. The setting-up of the Paying agency and IACS continues according to the schedule of the Master plan that has been agreed with the relevant European Commission Services. The necessary staff is recruited and trained; funds, premises, and equipment are ensured. The audit conducted by the PA’s Internal Audit Department is concluded. A selection procedure for a company to conduct a pre-accreditation review of the PA for compliance with the accreditation criteria has been launched.

· Secondary legislation:

Ordinance No 79 of 1 June 2006 laying down terms and procedure for accreditation and annual certification of the Paying agency has been adopted and promulgated in State Gazette No 49 of 16 June 2006. 
The MAF Collegium adopted the following ordinances on 28.06.2006: 

· Ordinance on conditions and procedure for submission of aid schemes application and area-related measures, transposing Commission Regulation 1663/95 and Council Regulation 1290/2005;

· Ordinance on conditions and procedure for establishment, maintaining, access and use of IACS linked to the implementation of Council Regulation 1782/2003.

· The promulgation of the ordinances in State Gazette is forthcoming.

· The Good agricultural and environmental conditions (GAEC) were adopted with an Order of the minister of agriculture and forestry No RD 09-251 of 26 April 2006 (State Gazette, No 42 of 23.5.2006). 

· Administrative capacity

The necessary preparation for the establishment of the PA has been made. Written procedures concerning application and processing of claims for financial support, execution of control of the payments and for on the spot checks have been elaborated. Internal Audit Department has conducted a pre-accreditation audit on the elaborated procedures for compliance with European and national legislation. 

The process of modification of the Austrian INVEKOS system has finished and the system is functioning. The necessary number of staff has been hired and trained (617). The offices for the PA are ready and the necessary computer equipment has been installed. Communications between the Headquarters and the regional structures of the PA have been built.

The accreditation of the PA will be conducted according to rules and procedures in the adopted Ordinance laying down terms and procedure for accreditation and annual certification of the Paying Agency. The notice for accreditation audit of the Paying Agency was published in accordance with the Public Procurement Act on 22 June 2006 in State Gazette.

The PA will receive accreditation from the Competent Authority – the Minister of Agriculture and Forestry by the end of the year.

LAND PARCELS IDENTIFICATION SYSTEM (LPIS) - The Ministry of Agriculture and Forestry compensated for the delay in establishing the LPIS during the winter months. As of 6 July 2006, the Ministry of Agriculture and Forestry possesses ortho-photo images covering 95 300 sq. km (86 % of the territory of the country). 

Fulfilling the concluded on 26 September 2005 and 6 April 2006 contracts with EUROSENSE Ltd. company for elaboration of a digital ortho-photo map for the whole territory of the country, as of 6 July 2006, 63 300 sq. km. are covered by aerial orthophoto images. A digital ortho-photo map for 8 000 sq. km. based on aerial images has been elaborated. 

Permission for using 3 planes has been issued by the Civil Aviation Administration, Ministry of Transport. 

The entire geodesic work for the territory which will be covered by aerial photo under LOT 1 has been done. The land marking of the territory under LOT 2 has been done. All permissions and agreement procedures connected with the flying over the territory of the country have been completed. 

The newly covered territories with aerial ortho-photo images in June 2006 are under procedure for film declassification made by the Ministry of Defense and the Ministry of Interior.

32 000 sq. km orthophoto-map has been delivered based on archive satellite pictures (in accordance with the signed contract for the delivery of archive satellite images for 32 985 sq. km. of South Bulgaria, including mountainous and border regions). The satellite images shall be additional to the ortho-photo images from aerial photography and shall be used as a basis for the pre-registration of the agricultural parcels.

Deciphering of physical blocks - As of 6.07.2006, the Ministry of Agriculture and Forestry disposes of 40 000 sq.km. (36% of the territory) digital ortho-photo map based on archive satellite images and aerial orthophoto images. Between 25 and 80% of the territories of the regions of Plovdiv, Stara Zagora, Yambol, Sliven, Burgas, Blagoevgrad, Sofia-city, Pazardzhik and Kyustendil are covered by digital ortho-photo map.

Deciphering and digitalization of physical blocks – the digitalized physical blocks total 30 000 sq. km., which are under verification procedure.

Presently 30 permanently employed staff work. Additional 30 employees are envisaged to be hired on a temporary basis at 2 working shifts when the volume of delivered ortho-photo map increases.

With 60 employees permanently working on this task, 2400 sq. km. will be processed daily (digitalized physical blocks).

The office equipment for work on LPIS was procured - 612 computer configurations and 504 printers have been delivered to the regional and municipal structures (Regional Directorates and Municipal Services of Agriculture and Forestry). 

On the basis of the preparatory work and the administrative arrangements, as well as on the  progress achieved the Bulgarian side guarantees that the agreed with the European Commission deadlines in the Master Plan will be met, including with regard to the setting up of the LPIS system and IACS.

· Other Relevant Developments

In reference to the ongoing information campaign, 50 seminars at regional level with the participation of 5 500 farmers and 1 641 seminars in municipalities and settlements with the participation of 80 050 farmers have been conducted. At the same time a training of the staff of the Municipality Services “Agriculture and Forestry” on how to work with ortho-photo images is ongoing.

TRADE MECHANISMS

EC Finding/Recommendation:

Concerning trade mechanisms, in general, preparations are on track but efforts are still needed as operational and detailed knowledge on trade mechanisms is still generally missing.

State of Play:

The legislation in the “Trade Mechanisms” sector is harmonized. The administrative capacity for the application of EU Trade Mechanisms is in place. All the institutions involved - MAF, State Fund Agriculture (SFA), Customs Agency and National Veterinary Service – co-operate effectively, as a result of the concluded agreements.

Progress since 28 April 2006

· Administrative capacity

· A training of officials from all the institutions, involved in the implementation of the trade mechanisms on the practical issues of the implementation of the trade mechanisms was carried out from 5 to 9 June 2006 within the framework of a PHARE Twinning project – MAF.

· A simulation exercise in the field of the trade mechanisms is being organized for the period 24 – 28 July 2006 with the assistance of TAIEX office with a view  to achieve a practical assessment of the procedure manuals elaborated for the work of the institutions involved in the implementation of trade mechanisms and the concluded Agreements of cooperation.

Enforcement record

In the period 01.01.2006-30.06.2006, 386 import licenses have been issued by the Economic Policy Directorate, MAF, covering 374 licenses for import of agricultural products from the EU countries and 12 licenses for import from WTO countries.

The Council of Ministers Decision No. 179/ 04-04-2006 stipulated the amount of export subsidies for the 2006 national support scheme for the export of agricultural products – 22 export licenses have been issued by SFA. 

WINE 

EC Finding/Recommendation:

Common market organisations (CMOs)
In the case of wine, the setting up of Bulgaria's vineyard register has not been completed. Additional implementing legislation has not been adopted for certain market mechanisms, in particular controls and certification. Preparations need to be stepped up in this sector.

State of Play:

The national legislation in the wine sector has been harmonized with the requirements of the acquis communautaire. The necessary administrative capacity is well established and functioning with work progressing on the finalization of the vineyard register (to be completed by the end of September 2006).

Progress since 28 April 2006

· Legislation 

On 09.06.2006 the National Assembly has adopted a Law on the Amendment of the Law on Wine and Spirit Drinks. The adopted amendments to the Law on Wine and Spirits Drinks:

· Are related to the implementation of the recommendations of the Peer Review missions in 2003, 2004, 2005, in particular the introduction of the measure “compulsory distillation” and the harmonization of the Bulgarian legislation with Council Regulation (EC) No 1493/1999 and Commission Regulation (EC) No 1623/2000;

· Introduce an administrative registration of vineyard holdings (in addition to registration following an application by the producer);

· Introduce measures related to control and certification.

· Administrative Capacity 

Vineyard holdings registration - From 28 April 2006 until 7 July 2006 vineyard holdings with a total area of 18 651 hectares (ha) have been registered. Since the beginning of the process of registration until 07 July 2006, 71 232 vineyard holdings with a total area of 98 857.5 ha have been registered.

After the adoption of the amendments of the Law on Wine and Spirit Drinks in June and the introduction of the administrative registration of vineyard holdings the process of registration of holdings has been accelerated and based on that there is no reason to doubt that by the end of September the vineyard register will be completed.

Since 28 April 2006 the administrative capacity of the competent authority (Executive Agency on Vine and Wine – EAVW) has been further increased with the appointment of eight experts (through a competition procedure) to the specialized administration of EAVW. With respect to the control systems for the CMO of wine a specialized training on strengthening the wine and vine control system in compliance with the EU requirements was also provided with an emphasis on the Member States’ (Austria’s) experience.

· Enforcement Record 

EAVW continued its work on the control of the implementation of the harmonized legislation drawing up 2 statements of administrative violations of the wine legislation during the period 28.04.2006 – 28.06.2006.

MILK

EC Finding/Recommendation:

Common market organisations (CMOs) 

CMO for milk Detailed rules for management of milk quotas and of the national reserve have yet to be adopted. The national and regional milk boards are not fully operational nor are the independent laboratories for the analysis of fat content at all individual milk factories. The laboratories are neither installed nor accredited yet. Preparations need to be accelerated.

State of play

Significant development has been achieved in the “Milk and Milk Products” sector as far as the harmonization and implementation of the legislation and the strengthening of the administrative capacity are concerned. The legal bases as well as the necessary implementing legislation are in place with the Ordinance on the administration of milk quotas already adopted. The Ordinance regulates all questions regarding the allocation, transfer and conversion of individual milk quotas, the approval of purchasers, the purchase of cow milk and the administration of the national reserve. The creation of the necessary administrative capacity and the preparatory work for the implementation of CMO on milk (e.g. the procedure for approval of purchasers, and the allocation of indicative milk quotas) are progressing as planned.

Progress since 28 April 2006

· Secondary legislation

Ordinance No 51 of 20 April 2006 on the National reserve, the individual quotas, the approval of purchasers and the purchase of cow milk was promulgated in State Gazette No 44 (May 30 2006). The Ordinance introduces the provisions of Council Regulation (EC) No 1788/2003 and Commission Regulation (EC) No 595/2004.

· Administrative capacity 

· After a competition procedure, an Executive director and an Administrative director of the National Milk Board were appointed on 1 May 2006. 

· The reconstruction of the offices of the National Milk Board was completed. 

· Specialized training has been provided with three training missions completed so far with the participation of experts from the Animal Breeding Directorate, the Paying Agency and the National Milk Board under a Twinning Light project with the Danish Milk Board. 

· Enforcement record

· Individual milk quotas have been allocated to 117 026 producers of cow milk. For deliveries the allocated quantity is 854 319 tons, 78 703 tons for direct sales, and a National reserve of 45 979 tons.

· The Ministry of Agriculture and Forestry has received 692 applications for approval as purchasers of cow milk. On the basis of documental checks 186 applicants have been refused approval as purchasers. Until 5 July 2006 284 on-the-spot checks have been carried out by civil servants determined with an Order of the Minister of Agriculture and Forestry. Until now a total of 205 purchasers have been approved. The deadline for the approval of all purchasers is 31 July 2006. 

· The electronic register of the approved purchasers of cow milk has been created on the Internet site of the Ministry of Agriculture and Forestry, pursuant to Article 7l of the Law of Farmers Support.

· Other relevant developments 

· A project for building reconstructions of the laboratory for quality analyses of raw milk in Sliven has been drafted. In accordance with the Bulgarian legislation a procedural co-ordination of the project with the relevant institutions is ongoing.

· In accordance with the adopted Action plan for the improvement of the quality of raw milk for the period 2006-2009, a list of the milk producing dairy farms of the 1st category has already been prepared. These farms cover all the respective legal requirements concerning the building and equipment basis and their milk production is in compliance with Regulation (EC) № 853/2004. 

BEEF

EC Finding/Recommendation:

Common market organisations (CMOs) 

With regard to beef carcass classification, the Bulgarian legislation has been fully harmonised, but it is not in force at present. In order to implement the classification properly by accession, training of the classifiers in the abattoirs needs to be accelerated.

State of play

The national legislation in the meat sector has been harmonized with the requirements of the acquis communautaire and is in force. The administrative structures have been established, experts are employed and trained.

Progress since 28 April 2006

· Administrative capacity 

· A training course for classifiers was completed on 31 May 2006, pursuant to Ordinance 16 of 17 November 2005 on the rules and conditions for carrying out of training course and examination and for issuing and deprivation of certificate for carcass classifiers according to (S) EUROP scale.

· Thirteen classifiers have been trained. 

· A database of slaughterhouses that are going to perform carcass classification and to report beef carcass prices has been established. 

· Four slaughterhouses have already started reporting beef carcass prices to the Ministry of Agriculture and Forestry since 19 June 2006.

· Four slaughterhouses have already been inspected by experts from the Ministry of Agriculture and Forestry on price reporting.

VETERINARY AND PHYTOSANITARY ISSUES

EC Finding/Recommendation: 

Progress has also been registered as regards the full transposition of the acquis in the veterinary sector, completion of the work on animal disease control (classical swine fever and the animal health emergency fund), veterinary control systems in the internal market (establishment of all of the long-term border inspection posts) trade in live animals and animal products, trade mechanisms and animal welfare, and completion of the work on veterinary public health by upgrading the establishments. Progress has also been made with the sampling and testing capacity for enforcing the common measures (including zoonoses) in the veterinary field. Increased efforts and swift action are now needed in these areas in order to solve shortcomings in time, before accession.

Limited progress has been made on TSEs and animal by-products, including with regard to the upgrading of the rendering plants. These areas are still of serious concern. Bulgaria should take immediate and decisive action now in order to be ready by the date of accession.

Some parts of secondary legislation or amendments to existing legislation to ensure full compliance with the acquis in the veterinary sector following the necessary corresponding checks have not been adopted yet. Likewise, final parliamentary adoption of the Plant Protection Act is outstanding. Preparations need to be stepped up.
State of play

The primary and secondary legislation in the veterinary and phytosanitary sectors have been harmonized with the acquis communautaire. The Law on Plant Protection was adopted in 1997 (promulgated in State Gazette, No 91 of 10 October 1997, last amended in April 2006).The Veterinary Framework Law was adopted in 2005 and came into force in May 2006. 

All tables of conformity for the adopted national legislation in the veterinary and phytosanitary domains were sent to the Commission and comments were received (some comments in the veterinary field are still pending) from DG SANCO. Currently amendments to the harmonized legislation are being adopted to reflect remarks and recommendations by DG SANCO. The administrative capacity and equipment required for the implementation of the provisions of phytosanitary acquis are in place. Improvements are made in the veterinary field to ensure full implementation of the acquis by the date of accession to the EU. All the appropriate measures have been taken to fulfil all commitments and recommendations of the last Monitoring Report.

Progress since 28 April 2006 

· Legislation adopted by the Parliament

Law for the Fodder was published in State Gazette No. 55 of 7.07.2006. The new Law for the Fodder (LF) aims at achieving full compliance with the acquis in the field of fodder control. Provisions of Regulation (EC) No 178/2002, Regulation (EC) No 882/2004, Regulation (EC) No 183/2005 and Regulation (EC) No 1831/2003 have been introduced into the national legislation by the new LF.
· Secondary legislation

All Bulgarian veterinary legislation is fully harmonized with the basic EU veterinary legislation. Tables of conformity of all issued national legislation were sent to DG SANCO for comments. Until 07.07.2006 DG SANCO has returned 24 Bulgarian ordinances with its comments. Work on the implementation of the received comments of the Commission through amendments to the secondary legislation is ongoing. A quick procedure for adoption of the amended veterinary acts has been approved.
The following Ordinances have been published in the State Gazette within the reported period:

· Ordinance № 33 on conditions and procedures applicable to the usage of veterinary medical products, beta-agonists and thyreostatic (SG 34 / 25 April 2006), introducing Directive 96/22; 

· Ordinance № 37 on health requirements toward animals from which raw materials and foodstuffs for human consumption are produced (SG 36 /2 May 2006), introducing Directive 2002/99;

· Ordinance № 38 on prophylaxis, reduction of prevalence and eradication of food-borne salmonella (SG 36 /2 May 2006), introducing Regulation 2160/2003;

· Ordinance № 42 on health requirements for movement and transportation of semen of bovine species between Republic of Bulgaria and Member States and their  import from third countries (SG 40 /16 May 2006), introducing Directive 88/407;

· Ordinance № 22 on reducing to a minimum suffering of animals at the time of slaughter (SG 42 / 23 May 2006), introducing Directive 93/119; 

· Ordinance № 25 laying down the minimal requirements regarding welfare during laying hens rearing (SG 42 / 23 May 2006), introducing Directive 1999/74 and 2002/4;

· Ordinance № 45 on health requirements for movement and transportation of solipeds between Republic of Bulgaria and Member States and their  import from third countries (SG 43/ 26 May 2006), introducing Directive 90/426;

· Ordinance № 46 on the general veterinary requirements during import of raw materials and foodstuffs of animal origin (SG 43 /26 May 2006), introducing Directive 97/78;

· Ordinance № 47 on the requirements to the border inspection veterinary posts and the conditions and the order for carrying out border inspection veterinary control (SG 43 / 26 May 2006), introducing Directive 97/78;

· Ordinance № 49 on health requirements for movement and transportation of some animal species, semen, ova and embryos between Republic of Bulgaria and Member States and their import from third countries (SG 44 /30 May 2006), introducing Directive 92/65;

· Ordinance № 50 on health requirements for movement and transportation of semen of porcine species between Republic of Bulgaria and Member States and their import from third countries (SG 44 /30 May 2006), introducing Directive 90/429; 

· Ordinance № 53 on the measures to control on residues from veterinary medicinal products and contaminants from environment (SG 45/ 2 June 2006), introducing Directive 96/23;

· Ordinance № 55 on health requirements for the importation and transits of some cloven hoofed animals. (SG 46/ 6 June 2006), introducing Directive 2004/68; 

· Ordinance № 61 on the measures and procedures for identification of animals, registration of animal holdings and the availability to access the data base for identified animals and registered animal holdings (SG 47/9 June 2006), introducing Directive 92/102/ЕС, Regulation 1760/2000 and Regulation № 21/2004; 

· Ordinance № 48 on animal health requirements for movement and transportation of bovine animals and swine between Republic of Bulgaria and Member States and health status of the regions and holdings of origin and additional guaranty, they have to cover (SG 48/ 13 June 2006), introducing Directive 64/432.

· Ordinance № 52 on ovine and caprine animals health requirements governing their movement and  transportations between Republic of Bulgaria and EU Member States , in order to define the health status of the holdings of animal’s origin and the additional guarantees with respect to these holding’s health status (SG 52/27 June 2006), introducing Directive 91/68.

· Following ordinances were adopted on food safety:

· Ordinance № 35 on the specific requirements on the implementation of official control on foods and raw materials of animal origin (SG 35/28.04.2006) introducing the requirements of Regulation (EC) No 854/2004 of the European Parliament and of the Council laying down specific rules for the organization of official controls on products of animal origin intended for human consumption.

· Ordinance № 36 on the specific requirements for production, transportation and placing on the market of raw materials and foods of animal origin (SG 35/28.04.2006) introducing the requirements of Regulation (EC) No 853/2004 of the European Parliament and of the Council laying down specific hygiene rules for on the hygiene of foodstuffs.

· Ordinance № 5 on the hygiene of foods (SG 55/07.07.2006) introducing the requirements of Regulation (EC) No 852/2004 of the European Parliament and of the Council on the hygiene of foodstuffs. The Ordinance was prepared with representatives of Ministry of Health and Ministry of Economy and Energy.

· Enforcement Record  

ANIMAL HEALTH CONTROL (CLASSICAL SWINE FEVER -CSF)

· Technical meetings have been carried out on a regular basis with DG SANCO for discussion of the major issues concerning the Program for Eradication and Surveillance of CSF. Every week NVS sends to the relevant EC bodies updated information on the fulfillment of the plan of surveillance of CSF foreseen in the 2006 Program.

· According to the Program for eradication and surveillance of CSF, the samples to be tested are taken from:

· pigs kept in industrial pig farms;

· pigs kept in farms with commercial objective;

· pigs kept in backyards located in settlements of more than 500 pigs;

· pigs kept in backyards located in settlements of less than 500 pigs;

· feral pigs.

· As of 26 June 2006, the number of samples serologically tested is 36,296 out of 105,087 planned for 2006. Of all the samples virologically tested after 27.04.2006 none has revealed CSF presence. Between 01.01.2006 and 30.06.2006 2,471 samples have been virologically tested, of which 61 turned out to be positive, all these being taken from the outbreaks confirmed in the administrative district of Yambol.

· On 21 June 2006 oral vaccination with live strain “C” has been carried out on all feral pigs kept in the state game-rearing stations. On 30 June 2006 and 01 July 2006 oral vaccination has been carried out /first bait placing/ of the feral pigs reared on fields kept by the “Hunters and Anglers” groups on the territory of the country.

TRANSMISSIVE SPONGIFORM ENCEPHALOPATHIES (TSE)

Presently, Bulgaria has the necessary capacity for disposal of specific risk materials and dead animals from the territory of the whole country according to the European requirements. 
The Republic of Bulgaria continues its efforts to complete the project under Phare programme for construction of a new rendering plant which shall ensure the introduction of an appropriate and permanent system for eradication of animal by-products. So far there are 5 identified plots for construction works located in the village of Ugarchin (Lovech municipality), on the territory of the town of Yambol, in the town of Stara Zagora, in the town of Mizia (Vratza municipality), and the village of Dolni Bogrov, Sofia region. The following measures were taken to ensure full implementation of EU acquis:

The following measures have been taken for ensuring implementation of EU rules on TSE and animal by-products: 

1. Order No. 437 of the Director General of NVS was issued on 06.06.2006 to remove all non-compliances and remarks made by the DG SANCO mission in May 2006 concerning public health and veterinary control in separation, collection and delivery of SRM and ABP or their processing in ABP of Category 3. 

·  In implementation of Order No 437 the following measures were taken as of 26.06.2006: 

· Persons responsible for all the activities related to animal by-products have been appointed at regional and central level.

· Registration of the sites of Registry Group No. 17 haс been carried out and certificates have been issued by the directors of RVS and ‘Sofia – VPH’ Directorate in accordance with the procedure laid down in Art. 229 and 262 of the Law on Veterinary Activities.

· The Registry of Group 17 has been updated so that it involves all establishments and warehouses meeting the requirements of Ordinance No. 20/10.02.2006, which are collecting, storing and processing animal by-products and products derived thereof. The scope of the control on the sites concerning ABP has been extended under the meaning of Ordinance No. 20, including the plants producing technical oils and grease, wool, plants processing apiary products of category 3, etc. Information on the updating of the National register has been sent by RVSs and is currently being summarized at Public Health Control Directorate within the DG of NVS.

· The official veterinarians responsible for the control of plants of Registry production Group No. 17 prepared Prescriptions (mandatory Recommendation Note) intended to ensure compliance with the requirements on the marking of means of transport and package as follows:

· for Category 3 materials – “unfit for human consumption”;

· for Category 2 materials – “unfit for animal consumption”;

· for Category 1 materials – “for disposal”;

· for manure and ferment wastes – “manure”.

· Information has been prepared in addition to the dossiers of production establishments to reflect data on separation, storage and rendering harmless of various ABP categories, which are effected in meat-yielding /slaughtering/ and meat-processing establishments. This information formatted under model form (MF) No. 03/06 (ABP) is attached to the plants’ dossiers kept at regional level. A copy is also kept in the filing system at central level.

· There are 900 units of MF No. 03/06 (ABP) completed for the ABP types separated and the ways of their disposal (including plants/warehouses for separation, storage and rendering of the various ABP categories, outlets /commercial sites/ for wholesale and retail of foods of animal origin).

· Distinction is made in movement and destination between untreated hides and skins that are intended for production of collagen and gelatin, and those that are to be subjected to other types of technical treatment. Respective accompanying documents clearly state the text “unfit for human or animal consumption – for technical treatment only” or the text “fit for food purposes – for production of gelatin and collagen”;

· RVS and ‘Sofia – VPH’ Directorate follow the provisions for issuing permits for usage of ABP for science-and-research, educational-and-training or other research purposes;

· Prescriptions have been submitted to the storage premises for imported foods and raw materials of animal origin, these being held responsible to direct the animal wastes (incompliant ABP) to be rendered in rendering plant in all cases where it has been identified that imported goods do not meet the import requirements (ABP of Category 2);

· Prescriptions have been submitted to the wholesale warehouses dealing with raw materials and foods of animal origin to ensure that any of these would be properly rendered, if their best-before-date had expired or their packaging is destroyed or these should be considered unfit due to certain other commercial reasons (ABP of Category 3);

· Premises for treatment of feathers at the plants for yield of white meat (poultry slaughterhouses) have been registered in accordance with the requirements laid down in Ordinance No. 20/10.02.2006 issued by the MAF.

· All meat yielding plants trading with food for carnivorous animals in raw status of category 3 (such as legs, de-boned poultry carcasses, poultry heads and wind-pipes etc.) have been granted certificates for registration pursuant to Article 229 of LVA. This activity shall also be explicitly reflected therein worded as “realization of food for carnivorous animals – ABP of Category III”. When realization (sale) of such products is being effected, the latter shall be packed and labeled in compliance with the requirements of Art. 7, Paragraph 2, Item 1 of Ordinance No. 20/10.02.2006 issued by the Ministry of Agriculture and Forestry.

· Prescriptions have been submitted to the meat-yielding /slaughtering/ plants, in which large ruminants are slaughtered, in order to implement the requirement for compliance of the grating of their sewerage siphons and of the facilities for collection and purification of their waste waters with requirements laid down in Art. 14 of Ordinance No. 20/10.02.2006 issued by the MAF;

· Sediments and any other materials obtained in preliminary filtering and purification of waste waters are included in the reported total quantities of ABP generated by each plant and these are recorded into the tables drawn under Model Form 01/06 (ABP) and Model Form 03/06 (ABP), the monthly quantities thereof being subject to summarized report.

· Meat yielding plants have developed, within their self-control system, instructions on avoiding contamination by various ABP different from those of Category 1 of SRM.

· All commercial sites dealing in wholesale have developed, within their self-control system, procedures for collection and the manner of rendering of foods with best-before-date which has expired and of such of damaged packaging or unfit for other commercial reasons (category 3 ABP) described in Art. 6, Paragraph 1, Item 6 of Ordinance No. 20/10.02.2006 issued by the MAF.

· The commercial outlets which offer ready food products (hot food) have adequate procedures on food having been kept at 67° C for more than 2 hours which is treated as category 3 ABP.

· 42 meetings (with 811 participants) of Directors at regional level have been carried out with the owners of the production and processing establishments and warehouses with the purpose to be informed about the requirements of Ordinance No20/10.02.2006 of MAF. Minutes of the meetings were sent to the SPHVC Directorate at the Head Office of the NVS.

· Official veterinarians have carried out training of staff in production establishments and in wholesale outlets /commercial sites/ that are under their control, in order to ensure that the staff concerned would be well acquainted with the requirements laid down in Ordinance No. 20, the total number of such training sessions countrywide being 1,095 and the number of persons trained thereby being 9,225. In the VPH Directorate at the NVS DG there are copies of the protocols of each such training.

· The ‘State Veterinary Sanitary Control’ (VPH) Directorate with the NVS DG has collected and keeps the information of all contracts concluded between establishments of respective region and the rendering plant to serve this region. These information files contain the name of the plant and its registry (BG) number, the name of the rendering plant contracted thereby, date and serial number of the contract signed. 441 contacts have been concluded with the relevant rendering plant as of 03.07.2006.

· The VPH Directorate with the NVS DG has collected and keeps photocopies of time schedules and route plans of journeys carried out by the specialized transportation vehicles owned by rendering plants and servicing respective regions of the country. These data include the day of the week, plate No. of transport vehicle /specialized truck/, the name of the driver, the name of the establishments from which ABP are to be collected during the respective day. Sixteen time schedules have been submitted as of 03.07.2006.

· RVS and ‘Sofia – VPH’ Directorate have developed a plan on how the checks shall be effected by VPH department chiefs and VPH sector chiefs at each RVS and the ‘Sofia-VPH’ Directorate concerning compliance with the requirements for separation, proper classification, storage, transportation and rendering of ABP, on the conformity between the ABP amounts separated and then supplied for rendering and those recorded in the respective rendering plant’s log-books and accompanying /reception/ notes issued by the drivers of specialized trucks doing the collection of ABP. These data must also be referred to and compared with the product amounts generated in each establishment, i.e. the amounts separated therein during the time-period to be covered by the check and the documentation /records/ kept by official veterinarian concerning all activities related to ABP;

· Commissions staffed by official veterinarians of each RVS and the ‘Sofia – VPH’ Directorate have performed checks of the establishments and sites listed under Category 17, in order to identify their conformity with Ordinance No. 20 of 10.02.2006 issued by MAF. These checks have been done under an unified questionnaire (model form 01/06/ABP) developed at the NVS central level and intended to ensure uniformity of the criteria applied during those checks in all the regions countrywide. The results of these checks done in the sites of Group 17 have been sent to the ‘VPH’ Directorate at NVS DG. 49 such sites have been checked within the time period between 06.06.2006 and 15.06.2006, 10 of those being proposed by the commissions to be closed down and another 3 being proposed to be granted restricted list of products to deal in.

· On the 24th of each month, the VPH Directorate with NVS DG must receive the information forwarded from the RVSs containing the monthly summarized model forms of 02/06 (ABP) and 04/06 (ABP) types together with a copy of the questionnaires completed in accordance with 01/06 (ABP) model form.

· Each RVS and the ‘Sofia VPH’ Directorate have forwarded to the VPH Directorate with the NVS DG a copy of the commercial document referred to in Art. 9, Paragraph 1(2) and Paragraph 2 of Ordinance No. 20 of 10.02.2006 issued by the Ministry of Agriculture and Forestry (MAF);

· The dossiers of all the establishments to which Ordinance No.20/10.02.2006 of MAF applies have been updated.

SYSTEMS FOR VETERINARY CONTROL OF INTERNAL MARKET (ANIMAL IDENTIFICATION AND HOLDING REGISTRATION, CONSTRUCTION OF BORDER INSPECTION POSTS)
The legal basis of introduction of EC procedures concerning imports and exports have been established by entering into force of the new Law on Veterinary Activity and secondary legislation under it;

Construction of the seven long-term border veterinary inspection posts (BVIPs) is being effected, in accordance with the agreements with construction organizations, so that they shall be completed until 1 September 2006. In some cases the rough construction has reached the “roof stage”. In general, all the preliminary time schedules are being fulfilled on time, more than 40% of construction work has been already completed. Concerning BVIP Sofia airport - the preliminary designs of Sofia Airport have been agreed with DG SANCO. The working design is ready and submitted to the NVS by the designer. It has been submitted to Sofia Airport Ltd. and Sofia Regional Inspectorate for Public Health Prevention and Control (RIPHPC). A decision was taken by the Board of Directors of Sofia Airport Ltd. to concede the right for construction work. The documentation from Sofia Airport Ltd. on conceding the construction rights has been sent to the Ministry of Transport for approval. NVS is preparing the documents to announce a tender. MAF and NVS have been given the right of control and free usage of terrain, provided for the construction of BVIP at Sofia Airport by Decision of Council of Ministers No 432 of 09.06.2006. A procedure for the selection of a construction company and construction supervision company has started. The Council for European Integration (Headed by the Prime Minister) allocated additional 4.3 million BGN (2.15 million Euro) for the construction of BVIPs as a government priority. Bulgaria is taking the necessary steps to join the TRACES system. To this end, on 01.06.2006 the Director General of NVS issued Order № 420 for the implementation of the integrated and computerized veterinary system TRACES. The efforts of the NVS are aimed at training of border inspectors in the TRACES information system. There is an annual training plan developed and approved by the NVS Director General for 2006 which is adjusted to the requirements of and approved by DG SANCO. The following events were held: 

· 19-20.06.2006 - workshop in Brussels on the implementation of TRACES system. Seven experts participated, 5 of them were veterinarians and 2 IT experts;

· 28-29.06.2006 – seminar in Sofia organized by TAIEX on the implementation of the EU veterinary legislation and TRACES system. 

Information system for animal identification and tracing of animal movements

· The collection of the reports from inventory /stocks/ checking of livestock animals (covering all large ruminants, small ruminants, pigs, equidae and bee-apiaries) has started on 12 May 2006 and will be finished till 20.07.2006. 

· The data base of the old (EUROVET) system was transferred into the new (WorldVet) system on 03.05.2006 (based on the data that have been entered till 04.04.2006).

· Synchronization and correction of the data-base have been performed.  Mistakes are eliminated and deficiencies in developer’s software (ALC) are corrected.

· A tender has been conducted to ensure the PC equipment needed for the NVS and its regional and municipal units (i.e. the RVS and municipal veterinarians). A contract for delivery of this PC equipment has been signed on 28 June 2006

· An agreement has been concluded for Internet provision with the administrative district centers to ensure the terms of connecting the municipal entry points, from where the information is to be directly entered into the central computerized data-base.  The deadline of ensuring a real-time (on-line) connection of all municipal points is 20.07.2006.

· Training was carried out for district experts that are to operate the new software, while training of municipal veterinarians that are to operate the new software started on 03.07.2006.

· Real-time information from the RVS to the NVS Directorate General is provided regularly. The information system (Worldvet) is operating online for large ruminants where the data is being updated now.

PUBLIC HEALTH (UPGRADING OF ESTABLISHMENTS)

With a view of enforcing legislation on public health the following measures have been taken: 

1. Final inspections on the upgrading of milk processing establishments of Category II were carried out during the period 03.04.2005 – 21.04.2006. 134 establishments were inspected. 28 of them were closed. 

2.  Inspections were carried out during the period 02-12.05.2006 as well in milk processing establishments of Category I to verify compliance with veterinary and sanitary requirements. Ten commissions were set up to carry out inspections in 69 establishments. Five of those establishments were closed. 

3. Follow-up checks were carried out during the period 02-12.05.2006 in milk collection centers (MCC) and premises for collection of milk (PCM) on the implementation of recommendations made in March. 311 MCC and PCM were inspected. 124 of them were closed.

4. As from 01.06.2006 there are 179 milk processing establishments listed in the Register kept by NVS. All of them are Category I. 

5. All the owners of establishments have filled in declarations on categorization of their establishments according the Instruction and the Action Plan to improve the quality of raw milk concerning the parameters of raw milk they are processing and the status of buildings and equipments of milk production farms. 

6. Pursuant to the commitment given to EC on 15.06.2006 the Register of milk processing establishments divided in four sub-registers have been submitted to DG SANCO.  

· Category I – milk processing establishments processing raw cow milk with parameters – up to 100 000 TBC and up to 400 000 SCC and obtained in farms which comply with to housing and equipment requirements. 

· Category II - milk processing establishments having two separate production lines for reception, handling, storage and processing of the two types of raw cow milk:

· with parameters up to 100 000 (TBC) and up to 400 000 (SCC) and obtained in farms which comply with housing and equipment requirements; 

· with parameters over 100 000 TBC and over 400 000 SCC and obtained in farms  which comply and do not comply with housing and equipment requirements;

· Category III – milk –processing establishments processing raw milk with parameters over 100 000 (TBC) and over 400 000 (SCC) and obtained in farms compliant and noncompliant with housing and equipment requirements. 

· Category IV – milk processing establishments processing only raw milk which is different from the cow milk (sheep milk, buffalo-cow milk, goat milk) 

7. With regard to the commitment given to EC to submit the lists of establishments processing raw milk which comply with the criteria provided for in Regulation (EC) No 853/2004, information was submitted to DG SANCO on 15.06.2006 about milk processing establishments (MPE) of Category I and first line of MPE of Category II related to premises for storage of milk (PCM- F) and milk collection centers (MCC-2C) for raw milk compliant with the requirements laid down in the Regulation as a result from the laboratory tests carried out in March and April 2006. The information will be updated every two months and will be used by the municipal veterinarians.  

8. During the period 26.06-6.07.2006 meetings were held with all the municipal veterinarians from the country on their responsibilities for the implementation of the Instruction and Action Plan on the raw cow milk and keeping of lists under p.7.

9. Every month joint actions are undertaken by NVS and the Regional Police Services to carry out checks for effective supervision of the establishments closed. 

10. With the purpose to provide transparency of the process for the final inspections on upgrading of establishments from meat production, meat processing, mince meat and meat preparations and egg products sectors and to provide identical criteria for the inspections, and in order to inform the public the following has been developed and made available on the Internet site of MAF in June: 

· Code on the requirements to commissions, observers and performance of inspections;

· Five Questionnaires with criteria which are to be fulfilled by meat production establishments – red and white meat, meat-processing establishments, mince meat and meat products and egg products;

· Declaration of confidentiality and lack of conflict of interests;

· List of 21 commissions  and list of the observers from the Association of Meat Processors (AMP);

· Time schedule of inspections.

11. On 22.06.2006 training was carried out for all the members of commissions under p.10.

12. In June 2006 commissions from RVS and Sofia SPHVC Directorate carried out a final inspection of the upgrading of all establishments and storehouses of Category II from Group 17 – animal by-products (ABP) and products thereof. 49 were inspected and for 10 out of them it was suggested that they be closed.

13. During the period 26.06-21.07.2006 final inspections are being carried out on the upgrading of establishments from meat-production, meat-processing, mince meat and meat preparations and egg products sectors. 269 establishments are going to be checked. 

14. Final inspections on upgrading of establishments of Category II from Group 3 - cold stores of industrial capacity, Group 15 – bee honey, Group -18 – other establishments (sauces, salads etc.), Group 19 – stores for hen’s eggs and Group 20 – warehouses for storage started on 03.07.2006;
15. Serious preparation and presentation was made for the Mission of DG SANCO, which was carried out during the period 19-23.06.2006 to check the control systems of the competent authority in food and feeding stuffs, animal health and animal welfare and to draw up a country profile  

ANIMAL WELFARE 

The following measures were taken in order to ensure full and proper implementation of EU acquis on animal welfare: 

· A Program for training of veterinary animal welfare inspectors on the implementation of the new legislation and controls has been developed. 

· Seminar on “Farm animals’ welfare in rearing, transportation and slaughter” was held in Plovdiv. At the seminar 28 regional inspectors in animal welfare and 28 regional inspectors from the slaughterhouses were trained as well as 100 experts from the Ministry of Transport, Ministry of Agriculture and Forestry, Ministry of Environment and Water, Associations of pig-breeders, poultry-breeders, milk-processors, meat-processors, owners of slaughterhouses and staff of slaughterhouses, non-government organizations on animal welfare. 

· For the period 3-5 May 2006 practical exercise was carried out for 28 inspectors in animal welfare – a slaughterhouse and a farm were visited and inspected and operation of check-lists (as an exercise).

· Seminar on “Protection of animals reared in farms”, organized and funded by the TAIEX office, took place on 8 and 9 June 2006 in the town of Sliven for training of experts from the regional departments of the central administration. 

NVS will have four staging points for the animals during transport in Ruse, Varna, Svilengrad and Vidin, which shall be re-constructed. All 4 staging points will fully meet the EU requirements and funds have been allocated for them.  

LABORATORY CONTROL OF RESIDUES FROM VETERINARY MEDICINAL PRODUCTS AND ECOLOGICAL CONTAMINANTS AND ZOONOSIS 

In the National Monitoring Program for 2006 on the control of VPM residues and environmental contaminants in live animals and products of animal origin all the groups of substances have been included following the recommendations made by the Mission carried out on 28 October 2005. An instruction has been drawn up on the tracing of sample results non-compliant with requirements of the National Monitoring Program for control of residues and contaminants from the environment in live animals and products of animal origin.

The required equipment for the Central Laboratory for Veterinary Control and Ecology has been delivered with funds from NVS budget. The equipment has been installed and training of the staff is being carried out. An extension of the laboratory is ongoing.

Thirteen laboratories have been accredited as per 6 July 2006 (8 laboratories for veterinary and sanitary expertise, 3 testing and diagnostic laboratories and 2 laboratory-diagnostic laboratories).

Chapter 8 “Fisheries”

EC Finding/Recommendation:

Progress has been made on resource and fleet management, inspection and control, structural action and market policy. However, the results remain limited. Bulgaria needs to make increased efforts and take swift action with a view to preparing for management of the structural fund for the fisheries sector, completing the Fishing Vessel Monitoring System, adopting legislation and establishing a system for collecting catch registration data.

State of play

The legislation in the area of Fisheries has been fully harmonized with the relevant EU acquis with the adoption and publication of the amendments to the Law on the Fisheries and Aquaculture and of all implementing legislative acts under it. The administrative capacity in the area of the Fishing vessels monitoring system and the implementation of the structural policy has been enhanced: all the employees at the Fishing vessels monitoring unit have been appointed and a substantial expansion of the unit responsible for Structural measures has taken place. All shortcomings in the sector have been dealt with and building on the administrative arrangements and with the progress made Bulgaria will be completely ready to implement the Common Fisheries Policy.

Progress since 28 April 2006

· Secondary legislation:

The legislation in the area of Fisheries has been completely harmonized with the relevant EU acquis. The following ordinances were published after the last monitoring report:

· Ordinance No.41 of 20 April, 2006 on the conditions and procedure for recognition of producers’ organisations of fish and other aquatic organisms and of inter-branch organizations (Published in State Gazette (SG) No.40 of 16 May, 2006) which introduces the requirements of Regulations 104/2000, 1812/2001, 1813/2001, 1886/2000, 1924/2000, 2318/2000 and 2508/2000;

· Ordinance No. 43 of 20 April, 2006 on the procedure for keeping the Logbook (Published in SG No. 41 of 19 May, 2006) which introduces the requirements of Regulation 2807/1983;

· Ordinance on the procedure for keeping registers under Article 16 of Law on Fisheries and Aquaculture (Published in SG No. 45 of 2 June, 2006) which introduces the requirements of Regulation 26/2004.

The National Programme on Fisheries and aquaculture was adopted by the Council of Ministers on the 13 of July 2006 including in itself the Fishing Fleet Capacity Management plan. The Programme determines the main aspects for the development of the sector.

· Administrative capacity

Capacity for managing the process of programming and absorption of funds under the European Fisheries Fund - The existing Unit “Fish markets and structural measures” of the NAFA has been transformed into a larger department with two sectors - “Management of Funds of the European Fisheries Fund” and “Certification of Public Expenses under the European Fisheries Fund” with a total staff of 10. On June 12, 2006 a competition for recruitment of staff was opened. The deadline for submission of documents by candidates expired on June 22, 2006. The interviews with the applicants were held on 7 and 10 of July 2006.

Centre for Fishing Vessels Monitoring - The staff of the unit “Centre for Fishing Vessels Monitoring” established in compliance with NAFA’s Rules of procedure is fully appointed. As a result of the competition held on the 26 and 27 of June 2006 the remaining three experts in the unit were appointed. Thus their total number has reached 6 persons.

· Enforcement record

Catch data reporting with cross-checks possibility - In Bulgaria new fishing logbooks and landing declaration (identical with the EU model) have been introduced, the catches are reported within 48 hours and are kept for each ship. By July 6, 2006 logbooks have been distributed to all fishing ships which have fishing licenses for 2006. All fishermen have been trained for filling in fishing logbooks as well as for submitting landing declarations at NAFA’s territorial units within 48 hours of landing their catch in the ports. 

1704 checks of fishing vessels regarding the true and exact recording of fish catches in the landing declarations have been carried out by the inspectors on vessels at landing in ports and in the places where the boats are kept as well as on the landing declarations’ timely submission .

Up to July 5, 2006 about 252 buyers have been registered in the country (of which 249 buyers at the Black Sea). During registration of the buyers an individual instructing and training on reporting of the quantities bought through filling in and submitting to NAFA of a first sale note and transport document have been held (protocols for the training are available).

The information from the landing declarations and the first sale notes is entered into EXCEL format. From June 20, 2006 the information is being updated weekly on the basis of data from the territorial units. 

Penalties are imposed when non-conformity between the landing declarations and the first sale note is found leading to impossibility to trace the fish from the moment of the catch. 
An overall concept for an operational system for the registration of the catches data with the possibility for cross-checks was developed. The setting up of the interface of the system commenced. The data base has been normalized and all the relations between the fields in it have been defined. 

Monthly data on fish and other aquatic organisms catches, unloaded at Bulgarian ports are reported to the European Commission (ЕUROSТАТ). At the beginning of June 2006 the data for May 2006 have been provided in the form required by ЕUROSТАТ. On the 12 of July 2006 the data for June 2006 have been sent to ЕUROSТАТ.
The remaining activities have been agreed upon for the completion of the system for the registration of the catches data.

Structural Actions, Preparation for the management of the European fisheries fund (EFF) - The National Strategic Plan (NSP) for Bulgaria with distribution of funds between axes has been elaborated, where the recommendations of the TAIEX expert on the NSP have been reflected. The recent comments from the EC have been taken on board and the process of improving the NSP is under way. 

Regular meetings of the working group (WG) on the NSP including representatives of all associations in the sector have been held. During the period April 21, 2006 – June 30, 2006 six sessions have taken place and the plan has been discussed and improved. A meeting chaired by the Deputy Minister of Agriculture and Forestry with the non-governmental organizations in the fisheries sector and representatives of NAFA was held on June 26, 2006. Its purpose was to reach a common position on the NSP. On June 30, 2006, a meeting of the sector with representatives of the associations was held. At present a version of the NSP has been prepared and on 10 July 2006 it was discussed with experts from the European Commission.

Fishing Vessel Monitoring System - The up-grading of the land based system to a satellite one is funded by a PHARE project.  The tender dossier of the project has been submitted by the CFCU in the Ministry of Finance to the EC Delegation. The EC Delegation in Bulgaria has sent remarks on the specifications for the equipment for upgrading the land based system to a satellite one. These remarks have been reflected by the NAFA up to July 4, 2006 and submitted to the EC Delegation by NAFA. 

Parallel to this, in order to ensure that by the date of Accession a functioning satellite monitoring system will be in place, Bulgaria has an alternative plan in case of delay of the procedures under PHARE for supplying funds from the national budget of the country. 

· Other relevant developments

Strengthening of the cooperation with Romania - The communication with the Romanian party has been considerably improved as 2 meetings have taken place (on 14.06.06 and on 21-22.06.06). Problems of mutual interest have been discussed related to the preservation of the bio-diversity in the Danube river, the cooperation within the Black Sea area, common measures of control, setting up of genetic banks for endangered fish species. An exchange of views with the Romanian side took place during the EU seminar on programming of the 4-th axis of the EFF “Sustainable development in the fisheries regions” in Porto, Portugal. 

Measures undertaken on the issue of illegal, unregulated and unreported fishing of a Bulgarian fishing vessel in the Atlantic Ocean - NAFA has undertaken a check of the company “Atlantic” owned by Petko Rusinov and Ivaylo Rusinov on their fishing activity and participation in trade companies. The check was finalized and a report of the NAFA has been prepared. A statement of the infringements found was drawn up. A possibility is given to the persons checked to make an objection to the statement within the terms defined by law. An additional check was launched by other Bulgarian authorities - the Bourgas Regional Interior Directorate, Department "Economic Police", the Bourgas Regional Prosecutors’ Office and the National Agency for the State Incomes to investigate in their sphere of competence whether economic activity related to illegal, unregulated or unreported fishing is performed by the “Atlantic company”. 

Research of the fish resources in the Black sea 
The scientific ship “Academic” together with a hired vessel from the “Dink” Company did a survey of the turbot resources in the Bulgarian economic zone at the beginning of March 2006. At present the data from the survey are already analyzed and the results are available. On the basis of these data decision could be made on the possible introduction of catch quota. The main result from the survey is that the turbot biomass that could be exploited for all the Black sea aquatory calculated on the basis of the area method amounts to 447 tons. 

Chapter 9 “Transport policy”

MARITIME TRANSPORT

EC Finding/ Recommendation:

The framework legislation on maritime transport has been transposed in line with the acquis. The situation regarding port state control functions is improving, notably in terms of the decrease in the detention rate. 
The independence of the Bulgarian Maritime Administration for flag state control is still not fully ensured since Navybulgare, as a controlled entity, remains a state-owned company. Preparations need to be stepped up in this area.

State of Play:

At present the national legislation is fully aligned with the requirements of the acquis in the field of maritime transport. The necessary administrative structures have been established and function well.

The two Twining projects under the Phare Programme were completed successfully: 

· „Maritime Safety: Legal harmonization and Institutional Building” with the Dutch Maritime Administration.  In its frameworks the administrative capacity of BMA was strengthened to work in the condition of full membership in the EU; 

· „Introduction of Total Quality Management System in the Bulgarian Maritime Administration (BMA) with the UK Maritime & Coastguard Agency”. 

The administrative capacity has been fully prepared for the implementation of the acquis. BMA undertakes constant measures for the improvement of Port State Control regime.

An inter-ministerial working group to the Council of Ministers for updating the Strategy for privatization of Navybulgare was established. The updated Strategy for privatization of Navybulgare is envisaged for approval by the Council of Ministers in short terms. 

Meanwhile, in order to ensure the independence and the objectivity of the results of the surveys agreements were signed with the following classification societies:

· Bulgarian Register of Shipping;

· Germanischer Lloyd; 

· Lloyd’s Register. 

After the entering into force of these agreements all checks and certifications of ships’ documents are made by the relevant RO’s (Recognized Organizations), with the exception of inspections made on the grounds of ISM Code and ISPS Code and “safe manning” checks.  

Progress since 28 April 2006:

· Secondary Legislation: 
Ordinance No. 16 from 20 June 2006 on the processing and carriage of dangerous goods by sea and inland waterways, promulgated in SG No. 53/ 30.06.2006. The Ordinance transposes Council Directive 96/35/EC on the appointment and vocational qualification of safety advisers for the transport of dangerous goods by road, rail and inland waterway and Directive 2000/18/EC on the minimum examination requirements for safety advisers for the transport of dangerous goods by road, rail or inland waterway.

· Administrative Capacity:

Training of personnel:

· 19 - 20 June 2006 - training held in Lisbon, for 5 BMA experts on Directives 95/21, 94/57, 2001/25, 2000/59, 2002/59, 96/98 as well as Regulations 1406/2002 and 2099/2002, organized by EMSA. The training aimed at acquainting the participants with the European maritime policy giving special attention to the European legislation on safety of navigation and the protection of the maritime environment;   

· 19 - 23 June 2006 - study visit in Finland for 3 experts from the BMA. The objective was to acquire practical experience in the field of use of the Vessel Traffic and Monitoring System in order to strengthen maritime safety in the Bulgarian territorial waters (Directive 2002/59) and to provide efficient assistance in cases of SAR, to limit the accidents in the Bulgarian territorial sea and to protect marine environment;

· 26 June 2006 – seminar held in Lisbon, organized by the European Maritime Safety Agency, for 6 BMA experts on Council Directive 94/57/EC on common rules and standards for ship inspection and survey organizations and for the relevant activities of maritime administrations. 

Phare Project 

Twining project „Strengthening the BMA administrative capacity through introduction of Total Quality Management System”

The project purpose was to introduce a computerized Quality Management System (QMS) based on the ISO 9001:2000 standard in all activities and functions of the Bulgarian Maritime Administration (BMA) with the view to meet the EU requirements in 2007.  

The final Steering Committee Meeting was held on 29 June 2006. All planned activities were performed within the agreed timetable. The financial part of the project was finalized as well.

The conclusions of the project leaders from UK was that Bulgarian Maritime Administration made significant moves forward with its aim of achieving accreditation under the ISO 9001:2000 quality management standard and its adoption of the standards required by EU Member States’ maritime authorities.

Projects concerning the allocation of financial resources for the membership of the Republic of Bulgaria in the European Union

Several projects in the maritime and port sectors have been funded from the state budget allocated for European integration matters. 3,750,000 BGN (about 1,873,000 EUR) were granted for financing the following projects:

· Supply of specialized vessels for implementing the functions of the EA “Maritime Administration” on the safety of shipping (1 000 000 BGN/ 500 000 EUR);

· Introduction of the ISO/IEC 17799:2005 standard for the Systems of management of the security of information in EA “Maritime Administration” (100 000 BGN/ 50 000 EUR);

· Introduction of an electronic system for examinations for certification of seafarers in the Republic of Bulgaria; Development of an interface for authorized access to the Registry of Seafarers by foreign maritime administrations for the endorsement of the validity and authenticity of certificates for the qualification of Bulgarian seafarers; Development and introduction of an electronic data-base for completed surveys of ships and ship-owners in EA “Maritime Administration” (250 000 BGN/ 125 000 EUR);

· Purchase of equipment aiming to improve the level of port security in line with the European standards (400 000 BGN/ 200 000 EUR);

· Supply of incinerators to the ports of Varna and Bourgas (2 000 000 BGN/ 1 000 000 EUR).

· Enforcement Record:

Bulgarian Maritime Administration makes constant efforts to implement the requirements set out in the aligned national legislation. The number of checks was increased and administrative sanctions have been imposed. Since 28 April 2006 the regional directorates of the Bulgarian Maritime Administration have drawn up 18 Statements of Offence. In the specified period 130 ships have called at Port Bourgas, 65 of them were inspected under the Port State Control and 3 were detained. There were 138 ships that called the Port of Varna, 57 were inspected under the Port State Control and 8 were detained for deficiencies.
· Other Relevant Developments: 

The new Maritime Labour Convention 2006 was adopted by the International Labour Conference on its 94th (Maritime) Session (Geneva, 7 – 23 February 2006). In pursuance of the Resolution concerning the promotion of the Convention, adopted at the same Conference, the Republic of Bulgaria took the initiative to host the first European event connected with the Convention. The Seminar will be held in Varna, from 19 to 21 September 2006.The seminar will focus on the necessary steps and measures related to the ratification and implementation of the Convention. Representatives of European governments and organizations of ship-owners and seafarers are expected to take part in the event. A number of international organizations will also be invited, including the International Maritime Organization, the European Commission, the European Maritime Safety Agency, the International Transport Workers’ Federation, the International Ship-owners’ Federation, the European Community Ship-owners’ Association and the European Transport Workers’ Federation. 

Forthcoming measures:

· Approval of the Privatization Strategy of Navybulgare by the Council of Ministers;

· Submitting the Strategy for voting at the National Assembly of the Republic of Bulgaria;

· Launching a privatization procedure for Navybulgare by the Agency for Privatization.

AIR TRANSPORT

EC Finding/Recommendation: 

In the field of air transport, significant efforts have been made and most of the relevant legislation has been transposed and is generally in line with the acquis. Bulgaria has initialed the general air transport agreement and the European Common Aviation Area Agreement, and provisional application of both agreements is envisaged as of the day of signature.

The relevant policies, notably on airport security and safety, must still be fully implemented by accession. Preparations are generally on track in this area.
State of Play:

Republic of Bulgaria has implemented the requirements of the acquis in the field of air transport and the necessary administrative structures have been established.

The joint Aviation Security Project with the German Company GTZ entitled “Harmonization of national requirements in the field of aviation security and security systems at Sofia Airport in compliance with EU Regulations” is on going. The purpose of the project is: 

· Elaboration of a set of criteria for selection of entities performing passenger, hand and hold baggage screening on the basis of the best European practices; 

· Development and implementation of a common national test for competency assessment of officials (X-ray Operators), performing passenger and baggage screening. This independent assessment shall be carried out by DG CAA as a regulatory and control body, in order to ensure transparency, standardization and validity; 

· Security survey and evaluation of the security systems’ effectiveness at Sofia Airport new terminal by international experts after its opening in operational environment.

Due to the swift measures undertaken by the Ministry of Transport in the field of airport security and safety, the following results have been achieved:

· Obligatory training courses on aviation security have been elaborated;

· A clear set of criteria for selection of personnel and requirements to different categories of personnel’s training have been defined;

· Certification of some categories of personnel;

· Strict quality control, guaranteeing effectiveness of measures and procedures, as well as legal-administrative sanctions in case of infringement, have been imposed. 

Steps already taken for improving the civil aviation security of the Republic of Bulgaria

· Regulation 2320 has been adopted, (SG № 14/14.02.2006) implementing the respective Regulations EC 2320/02, 849/2004, 1138/2004.

· The following three National Programs, approved by the Minister of Transport, the Minister of Interior and the Minister of Finances have been implemented:

· National Aviation Security Program;

· National Quality Control Program in compliance with Regulations 1217/03 and 1486/03 

· National Security Personnel Training Program in compliance with Doc 8973/6 of ICAO and Doc. 30 of ECAC.

· Joint teams from Border police and from Sofia Airport “Security” Directorate at the check points for passengers and luggage were set up;  

· Unexpected security inspections for checking the implementation of Ordinance 2320 by airport and aviation operators have been launched;

· Standard technical X-ray tasks for airports in accordance with Ordinance 2320 and the EC regulations have been elaborated;

· A template for a security program of aviation and airport operator has been elaborated. Its discussion with the relevant operators is envisaged;

· A training of the national auditors/inspectors for carrying out simulation tests on illegal intervention has been carried out by Israeli Security Agency.New models of access passes to the security zones (colored codes and protection of forgery) in accordance with the requirements of Ordinance 2320 were issued.

· Preparation of templates on training programs and internal quality control of airport operators and ground service operators in accordance with the relevant national programs.

Next steps:

· Preparation of a template on a security program of ground service operator in accordance with the requirements of Ordinance 2320 and submitting it to the operators for an update of the programs;

Progress since 28 April 2006:

Legislation adopted by the Parliament:
A Law on Amendment to the Civil Aviation Law has been adopted (published in SG 37/05.05.3006). The amendment transposed certain provisions of Regulations No.549, No.550 and No.552 from 2004, explicitly stating that DG CAA will function as a national control body regarding the safety and effective work of the air-navigation services suppliers. One of the prerogatives of that body is to issue certificates for air-navigation services verifying that the supplier fulfils all legal requirements for performing this activity. The issuing of an Ordinance of the Minister of Transport on the conditions and procedures for issuing an air-navigation services certificate is forthcoming. These conditions will conform to all Community criteria, once they have been adopted.

· Secondary Legislation:

Ordinance № 261 establishing common rules on compensation and assistance to passengers in the event of denied boarding and of cancellation or long delay of flights, implementing Regulation No 261/2004 was adopted (pending promulgation in SG).

·  Administrative Capacity: 

Financial resources at the amount of 1 000 000 BGN (500 000 EUR) have been allocated from the 2006 State budget for the implementation of a Project entitled “Achievement of common civil aviation security standards in the Republic of Bulgaria”. The aim of the project is to provide technical equipment (anti blast containers, mobile explosive detectors, trace detectors, STP suite cases for calibration etc.) and training for security inspectors.

· Enforcement Record

1/ Issued and replaced qualification licenses of the aviation staff in the period 20 April 2006 – 30 June 2006 (The numbers for the period 20 April 2006 – 30 June 2006 are in brackets)

· private pilot licence – airplane - ppl(a) – 21 (+6)

· commercial pilot licence – airplane – cpl(a) – 53 (+33)

· airline  transport pilot licence – airplane– atpl(a) – 72 (+6)

· private pilot licence – helicopter– ppl(h) – 2

· commercial pilot licence – helicopter- cpl(h) – 11 (+2)

· airline  transport pilot licence – helicopter – atpl(h) – 5 (+2)

· private pilot licence - small aircraft – ppl(sa) – 21 (+1)

· flight navigator licence- f/nl – 11 (+2)

· flight engineer licence- f/el – 1 (+1)

· flight operator licence - f/ol - 1

· flight radiooperator licence- f/rol – 6

· cabin attendant licence- c/al - 184 (+67)

· air traffic controller licence- atcl - 8 (+4)

· aircraft maintenance licence- aml – 361 (+41)

· flight dispachers licence- fdl -   23 (+1)

· pilot glider licence– pl(g) – 6

2/ Issued licenses for ground handling services operators in the period  20 April 2006 – 30 June 2006  are as follows:

· Number of newly issued licenses for ground handling services operators   – 14 (+2 for the period 20 April 2006 – 30 June 2006) 

· Number of reissued and/or extended licenses for ground handling services operators – 15 (without changes for the period 20 April 2006 – 30 June 2006)

· All licenses for ground handling services operators are issued in accordance with art. 48 d, par.3, item 1-11 of the Civil Aviation Law of Bulgaria.

3/ Procedures with regard to the issuance or amendment of Certificates for Aviation Operator (CAO) performed in the period 20 April 2006 – 30 June 2006 are as follows:

- 
Number of procedures for extending the validity or amendment of САО – 110 (+20 
for the period 20 April 2006 – 30 June 2006) 
- 
Number of procedures for issuance of new САО – 8 (+4 for the period 20 April 2006 
– 30 June 2006) 
4/ The number of procedures with regard to the issuance or amendment of Certificates for Airworthiness of different types of planes performed are 420 (+ 137 for the period 20 April 2006 – 30 June 2006).

· Other relevant developments:

The Republic of Bulgaria signed at the end of the Austrian presidency: 

· “The horizontal agreement” on certain aspects of air services;

· European Common Aviation Area Agreement 

and has the capacity to apply them in practice.

RAILWAY TRANSPORT

Progress since 28 April 2006:

· Administrative capacity

Bulgaria has the necessary administrative capacity for implementing the acquis in the field of railway transport. 

With Decision of the Council of Ministers No 167/29.06.2001 (SG 61/10.07.2001) an Executive Agency “Railway Administration” was established, as a regulatory body. The Agency is responsible for the implementation of the newly adopted legislation, introducing the acquis in the railway sector. The Agency exercises control on the issuance of licenses, certificates and traffic safety.

Twinning PHARE project (BG 2004/016-711-04-01) Railway Safety and Interoperability – in Executive Agency “Railway Administration” 

The PHARE project Railway Safety and Interoperability is being implemented. In order to improve the administrative capacity for implementation of the legislation, up to the present moment, the following workshops have been carried out:

· 25-28.04.2006 – two sessions of the foreseen within the framework of the project training of 40 leading and expert officials from all structures whose activity is closely related to the railway transport. The seminar was entitled: ”European legislation in the field of the railway transport, in particular railway safety and interoperability”;

· 22-26.05.2006 – training of 40 people concerning railway transport safety;

· 18-25.06.2006 – training of 8 people in France and UK on issues related to railway safety and interoperability and acquaintance with the foreign experience in implementing European safety and quality standards for the transportation process – managers and expert officials attended the event.

After an open competition for recruitment of staff in the established Independent Investigation Body on safety, investigation of accidents and incidents in the railway sector at the Ministry of Transport in the fore mentioned period, two persons have been employed – 1 state inspector and 1 chief inspector. A competition for the third vacant position is forthcoming. 

· Enforcement record

In the period 28.04.2006 - 30.06.2006 the control authorities of the Railway Inspection General Directorate under Executive Agency Railway Administration have executed:

· 235 examinations on professional competence, for positions involved in the transportation safety;

· 273 control examinations on the normative acts regulating the traffic safety for workers and employees representing both the operational staff of the Railway Infrastructure National Company and the operators;

· 159 inspections of the Railway Infrastructure National Company and operators;

· 14 inspection documents, containing 72 compulsory prescriptions for elimination of established violation of Safety Traffic Rules and technological discipline. The administrative managers have been prescribed to require disciplinary responsibility from 65 workers and employees. The prescriptions have been fulfilled. 


Railway Transport Executive Agency publishes a News Release which contains a Control and Safety Section under which the exams on safety normative acts, as well as exams on the competence of the staff involved in railway transport are reported.

ROAD TRANSPORT

Progress since 28 April 2006:
· Adopted secondary legislation:
Amendment of Ordinance No.37/2002 concerning the rules and conditions for education of the candidates for driving licenses (SG 44/30.05.2006), for implementation of the requirements of Directives 89/48, 92/51, 2001/19, 99/42 and 2006/5. The ordinance regulates the possibility that the theoretical and/or practical education trainers of the applicants for driving license to be Bulgarian citizens or EU citizens. They should possess a diploma or any other document required by any EU member state that gives them the right to be “instructors in the education of drivers” on its territory;

Amendment of Ordinance No.38/2004 concerning the rules and conditions for carrying out examinations of the candidates for driving licenses and check-up examinations (SG 38/09.05.2006). The amendments transpose the required by Directive 2000/56 duration of the practical test. In line with the amendments the duration should be at least 25 minutes for classes B, B+E, T-b and T-m and subclasses B1 and at least 45 for classes C, C+E, D, D+E and subclasses C1, C1+E, D1, D1+E.

· Administrative capacity: 

Permanent measures for improvement of the technical equipment of the Bulgarian Executive Agency “Road Transport Administration” (BEARTA) inspectors:

· 10 mobile laboratories have been delivered for carrying out checks on the road and in the undertakings for public passenger and freight transport within the Twinning Project “Efficient functioning of the control system for roadside inspections and checks of the driving time, breaks and rest periods on the road and in the undertakings” (with funds under the twinning project – France and Germany);

· Other 7 laboratories have been purchased with funds from the State budget. The laboratories are equipped with gas-analysers, opacimeters, tachograph chart readers, weighing scales, tachograph tester, a device for check-up and adjustment of the lights, laptop, digital cameras and other technical controlling devices, as well as a set of road signs and signal lamps in order to ensure safety and security during inspections on the road;

· In order to increase the efficiency of the controlling activities, a thematic education of inspectors takes place on a monthly basis. The education on each topic finishes with an exam. 

The following documentation has been implemented in practice:

· A Methodology for the controlling and the administrative-penal activities and those related to enforcement of the compulsory administrative measures of BEARTA - approved by Order No. RD-105/11.05.2006;

· Guidelines of the inspector for carrying out inspections on the road and in the undertakings for public passenger and freight transport – approved by Order No. RD – 106/19.05.2006;

· A Catalogue on the infringements and sanctions in the field of road transportation controlled by BEARTA - approved by Order No. RD-111/19.05.2006. Draft amendment of the Rules of procedures of BEARTA has been elaborated. With the proposed amendments, a strengthening of the administrative capacity of the Agency is envisaged, aimed at better performance of the control activities. The amendments will provide for better administrative services for the driving examinations in accordance with the requirements of Directive 2000/56 and for the issuance of digital tachograph cards. 

Optimization of the structure of the Roads Executive Agency (REA): two new Directorates have been established – “Utilizing of the EU funds” and “Credit and budgetary investments and concessions”;
· 4 new public servants have been employed in the “ISPA Programme-EU” unit during the period May-June 2006 following the accelerated preparation for applying an extended decentralization system under the ISPA Programme

· The administrative capacity of the REA shall be strengthened with 11 more employees as of 1.1. 2007.

· Two mobile joint teams were established within the Roads Executive Agency for controlling together with Traffic Police (Ministry of Interior) in the inside of the country the weights and dimensions of freight vehicles and the availability of vignette stickers giving right to use the paid road infrastructure. The establishment of five more mobile teams is envisaged until the end of the year. 

The mobile teams in operation are equipped with mobile electronic highly sensitive scales intended for routine and sudden checks of vehicles traveling around the country and vehicles that have crossed the border and were already weighted. In this way secondary control and decrease of the possibilities for frauds is conducted. 135 complex checks with regard to the axle loading were performed in the period 01. 01. 2006 – 27.06. 2006 on motorways, I and II class roads as well as on the most busiest sections of the national road network. 2030 vehicles were checked and weighted and 759 of the vehicles had no valid vignette sticker or exceeded the maximal authorized loading for gross weight and axle loading. Statements of the offence were drawn up pursuant to the Road Traffic Law. 

An automatic system for dimension control and classification of the vehicles operates at Kalotina Border Crossing Check Point. It identifies automatically the type of the passing vehicle and its dimensions, thus eliminating human factor in this activity. The system identifies automatically the vehicle category, thus enabling correct issuance of the proper vignette stickers.

An automatic system for dimension control and classification of vehicles is under establishment at another 10 Border Crossing Check Points.

· Enforcement record

Administrative penal activities, performed by EA “Road Administration”:

· For the period 28.04.2006 until present, 2625 statements of various administrative infringements have been drawn up. On this basis 1924 sanctions envisaging penal measures have been imposed. 372 of them entered into force, the rest of them are in process of preparation; 

· 30 statements of infringements committed during carriage of dangerous goods have been drawn up;

· 553 checks of road transport undertakings for carriage of goods and passengers have been carried out, of which 41 undertakings involved in carriage of dangerous goods, 381 undertakings for education of drivers and 488 technical centers performing roadworthiness technical periodical checks of vehicles. For various infringements that have been found, the following number of statements have been drawn up:

· 534 for infringements on the rules for carriage of passengers;

· 1026 for infringements on the rules for carriage of goods;

· 304 for infringements on the rules for carriage of passengers by taxis;

· 30 for infringements on the rules for carriage of dangerous goods;

· 29 for non-compliance with the requirements for education of drivers and for proper maintenance of the technical conditions during their education;

· 76 for non-compliance with the requirements for carrying out roadworthiness technical periodical checks of vehicles;

· 135 complex checks with regard to the axle loading were performed in the period 01.01.2006 – 27.06.2006 on motorways, I and II class roads as well as on the busiest sections of the national road network;  

· 2030 vehicles were checked and weighted and 759 of the vehicles had no valid vignette sticker or exceeded the maximal authorized loading for gross weight and axle loading. Statements of the offence were drawn up pursuant to the Road Traffic Law.

The total number of the infringements stated by the Traffic Police (Ministry of Interior) till 31 May 2006 with regard to the performed control on road traffic aimed at ensuring road traffic safety is 415,137. 

Administrative penal acts – 241 756, fines – 159 575, of which:

· 37 678 acts and 43 043 fines for non-observance of the speed regulations

· 38 310 acts and  2 167 fines for infringements on the use of safety belts and helmets

· 6 481 acts for driving under the influence of alcohol by degree of alcohol concentration in the blood under 1.2 ‰ 

· 4 667 acts for driving under the influence of alcohol by degree of alcohol concentration in the blood –over 1.2 ‰ 

· 2 626 of the above have been submitted to the Prosecution

· 1 130 have been decided in the Court 

· 27 494 acts and 6 426 fines for non-observance of the right of way

· 11 746 acts and 5 879 fines for technical road unworthiness

· 18 459 for irregular documents

· 6 860 for lack of third party liability insurance

· 31 539 drivers have been deprived of driving rights 

· Other relevant developments:

A Draft Law on Amendment to the Road Traffic Law has been elaborated. The proposed amendments aim at improvement of the passive safety, the penalties collection, specification of the imposed sanctions, traffic organisation, etc. The Draft law was adopted at first reading by the National Assembly.

Chapter 10 “Tax Policy”

EXCISE DUTIES

EC Finding/Recommendation: 

Significant progress has been made on excise duties and on administrative cooperation and mutual assistance. Bulgaria is now generally meeting the commitments and requirements arising from the accession negotiations in these areas. Bulgaria is expected to be in a position to implement the acquis as from of accession if the current pace of progress is maintained.

State of Play:

Currently the Bulgarian legislation is completely harmonized with the acquis concerning the structure of the excise duty. The Community minimum levels of taxation applicable to alcohol and alcoholic beverages, cigars, cigarillos, fine-cut smoking tobacco, other smoking tobacco and liquid petroleum gas have been reached. The excise duty rates for cigarettes, unleaded petrol, gas oil and kerosene used as motor fuel have been increased according to the Programme, approved by the European Commission, for gradual increase of excise duty rates to reach the EU minimum ones 2005-2013 and in accordance with the granted transitional periods. From 01.01.2007 excise duty rates on coal, coke and electricity will be introduced and the rates will be increased according to the Programme. The Law on excise duties and tax warehouses stipulating the functioning of the tax warehouses system on the territory of the country and the movement of excise goods under duty suspension arrangements is in force from 01.07.2006. 

Progress since 28 April 2006

· Secondary legislation:

The Rules on the Application of the Law on excise duties and tax warehouses have been issued by the Minister of Finance on 03.05.2006 and promulgated in State Gazette № 42 of 23.05.2006.

The Ordinance № 3 on taking samples and methods for analysis for the purpose of control on excise goods has been issued by the Minister of Finance on 18.04.2006 and promulgated in State Gazette № 37 of 05.05.2006.

The Ordinance on the procedure for introduction of tax stamps for bottled spirits has been adopted with Council of Ministers Decree № 157 of 26.06.2006 and promulgated in State Gazette № 54 of 04.07.2006.

The Ordinance № 4 on the thresholds of natural losses for excise goods has been issued by the Minister of Finance on 28.06.2006. Its promulgation in State Gazette is forthcoming.

· Administrative capacity of the Customs Agency for the administering of excise duties as of 01 July 2006

The goals laid down in the Strategic Plan for development of legal and administrative capacity for administering the excise duties entirely by the Customs Administration (approved by the Director of the National Customs Agency) are being consistently fulfilled according to the schedule. 

Progress since 28 April 2006

The Rules of Procedure of the Customs Agency have been amended by Decree of the Council of Ministers №124 of 02.06.2006 and the number of the employees has been increased to 3804 and as of 01.07.2006 this number has been increased to 3974.

101 employees of the National Revenue Agency have been transferred to the Customs Agency for the administering of excise duties. Those employees have been allocated to the structural units at local, regional and central level.

Under the Programme for training of employees, approved by the Director of the Customs Agency, a training of 45 officials at the Regional Customs Directorates has been carried out for the period 02-31.05.2006.

A workshop on the application of excise legislation has been held between 14.06.2006 and 16.06.2006 for the representatives of the Regional Customs Directorates.  

· Enforcement record

Customs Agency

206 licenses for management of tax warehouses have been issued by the Customs Agency by 01.07.2006.

ADMINISTRATIVE CAPACITY

EC Finding/Recommendation: 

The tax collection requires continued efforts at management level to ensure that the newly established institution functions smoothly. Implementation of the new laws will require coordination between all stakeholders. Administrative capacity should be further enhanced by developing the professional skills of the staff and continuous training.

State of Play:

Bulgaria has fulfilled a major commitment, undertaken in the course of negotiations with EU – the National Revenue Agency became operational as of 1st of January 2006, with the entering into force of the new Tax and Social Security Procedure Code. NRA continues its efforts as regards improvement of the collection and control methods. Development of the human resources in NRA through carrying out of focused trainings related to enforcement of acquis, on the new business processes resulting from the NRA establishment, as well as corporate trainings on current topics continues to be its main priority. All the necessary steps have been undertaken in order to fulfill all the commitments made in these areas before 1st January 2007.
Progress since 28 April 2006

· Administrative capacity of the NRA:  

1. Related to the collection improvement:

- Criteria for classification of risk debtors have been elaborated. The classification aims to make possible the development of strategies for ensuring the voluntary compliance and enforced collection. The criteria for classification of risk debtors will be part of the new system of measures for enforced collection and debt management at all levels. A plan for introduction of the procedures for debt management at all levels of the revenue administration has been elaborated. 
- A system and criteria for selection and reporting of tax and social security frauds have been elaborated in connection to the increase of the effectiveness of the fight against tax fraud and preparation of a manual for the NRA audit staff has started. The manual will include criteria and instruments for detection of tax frauds. 

2. An Instruction for joint action has been signed during the reported period between the Executive Directors of the Executive Agency “General Labor Inspectorate” and NRA to ensure coordination with other concerned institutions. The document envisages cooperation, common action and exchange of information between the two agencies. Thus the total number of signed instructions aiming coordination of actions with other institutions since the beginning of 2006 becomes 6. An Agreement for interaction in administering of local taxes and fees (LTF) has also been signed between the National Association of Municipalities in the Republic of Bulgaria and NRA aiming to coordinate the actions for exchange of information and client services.  

3. In the HRM area the following have been developed and approved:

- 2006 Annual training plan for the NRA employees, which includes all specialized and corporate trainings important for the organization– courses, trainings and seminars, providing new and further advanced knowledge and practical skills. New training forms ensuring that the training reaches each employee of the administration have been planned. 

The Chapter on the uniform application of the EU legislation and the new Bulgarian tax and social security legislation holds a leading position in the Annual plan. 3165 NRA employees occupied with appeals, audits, taxpayer services and collection are envisaged to be trained. The trainings will be completed by mid December 2006. During the reporting period both specialized trainings (in the area of acquis, changes in the Bulgarian tax and social security legislation /over 2500 participations under the two topics/, counteraction to corruption, collection, IT, audit and control), and corporate trainings (contemporary management skills, teamwork, organizational culture and values; management system of NRA, etc. /with the participation of 335 NRA employees/) have been held. The creation of internal capacity of trainers on the new business processes has commenced. 156 candidates have been selected through document selection and through an interview; 80 of them have passed a two-day training “Forming of basic knowledge and skills for leading training”;
- Management Standards Manual and operational plan for their implementation in the entire system. Its purpose is managers at all levels stick to those standards and to create uniform models of conduct. The standards will support the managers in their work through development of new skills and knowledge for management of people and processes. Based on these standards new training module programmes will be prepared;

- A project fiche under Phare 2005 for building of the administrative capacity of NRA National Study Center has been elaborated and principally approved by the MB of UIBE. 

EC Finding / Recommendation: Preparations for IT interconnectivity have continued at good pace and, if no delays occur, Bulgaria should meet its obligations upon accession. 
State of Play:

The NRA preparation to carry out administrative cooperation and information exchange with the EU member-states (MSs), as well as to implement the VAT information exchange system – VIES is in its concluding stage. The work on improvement of the Central Liaison Office’s administrative capacity continues actively. The development of the VIES system is currently at a closing stage. Bulgaria will be ready for effective information exchange and administrative cooperation with the administrations of the EU MSs before 01.01.2007.

Progress since 28 April 2006

In the area of administrative cooperation and information exchange (IT interconnectivity):

- In connection with the establishment of VIES the planned testing of communication with the technical center in Brussels has been completed in May. The testing resulted in successful receiving and processing of messages from Brussels in synchronous and asynchronous mode. The tests with the TC in Brussels for compatibility of the Bulgarian VIES system with the EU standards have started in June. During that month 216 test scenarios have been completed out of the total 688 test scenarios for acceptance of the system from DG TAXUD. A planned training for the VIES support team has been held (12 employees). 

- Draft working procedures of the CLO Directorate have been elaborated. The procedures concern the exchange of information with tax administrations of the EU MSs, apart from the exchange under the VIES system. Procedures have been prepared for inquiries by a revenue authority from a MS, for inquiries by a revenue authority from Bulgaria to a MS and exchange of spontaneous information under signal given by a revenue authority from a MS or from Bulgaria.

- An action plan has been drafted for carrying out of an information campaign for taxpayers related to their liabilities after 01.01.2007 in realizing of intracommunity transactions. 

- During the period 29.05-02.06.2006 and 19-23.06.2006 two seminars have been held for training of 50 NRA employees on the principles and the practical aspects of application of acquis in the area of administrative cooperation and mutual assistance. The training has been held under the twinning project BG/2004/IB/FI/05 “Full harmonization of Bulgarian tax legislation with the requirements of the acquis”.
VAT AND DIRECT TAXATION

EC Finding / Recommendation: 

In the areas of VAT and direct taxation, little progress was made. These areas require increased efforts in terms of legislation and implementation of the new laws.
VAT

State of Play:

In 1998 the Republic of Bulgaria undertook a thorough reform of its legislation in the field of VAT in order to harmonize it with the acquis and a new VAT Law came into force on 01 January 1998, which replaced the previous VAT Law in force as of 01 April 1994. 

Subsequent amendments have been made ever since whose objective is further harmonization of Bulgarian tax legislation with acquis and fulfillment of the commitments under CONF-BG 22/01:

· Introduction of special schemes for tourist services and investment gold

· Exclusion of pharmaceutical products from the scope of the exempt supplies

· Adoption of ordinances for refund of VAT to foreign natural and legal persons

· Lowering the thresholds for obligatory and optional registration from BGN 75 000 to BGN 50 000 and from BGN 50 000 to BGN 25 000 respectively

· Further alignment of exempt financial services

· Exclusion of supplies under the Labor Code from the scope of exempt supplies, whereas those related to the economic activity of the taxable person are treated as outside the scope of taxation

· Abolition of the provision according to which in case of a transfer of ownership of a building or part thereof the state and local taxes and fees due for the transfer are deducted from the amount of the VAT due.

Progress since 28 April 2006

· Other relevant developments 

The draft of a new VAT Law is being debated under second reading in the plenary hall of the National Parliament. It has been drafted with the main objective to complete the harmonization of the Bulgarian legislation with the provisions of Council Directive 77/388/EEC.

A training seminar for 20 officials of the National Revenue Agency on the practical implementation of the new rules envisaged in the drafts of the two new Ordinances to be issued by the Minister of Finance, which are fully harmonized with the provisions of Council Directives 79/1072/EEC and 86/560/EEC respectively has been organized in the period 15 – 19 May 2006.

DIRECT TAXATION

State of Play:

According to CONF-BG 22/01 and CONF-BG 32/04 the Republic of Bulgaria has made the commitment to transpose the direct taxation directives into its national legislation no later than 01.01.2007, except for Directive 2003/49/EC for which a transitional period has been granted to Bulgaria regarding art.1 of the Directive. The Republic of Bulgaria implements strictly the schedule for the drafting and adoption of the direct taxation legislation that implements the acquis in the area of direct taxation.
The requirements of Directive 90/435/EEC regarding the withholding tax exemption have been introduced with the amendments to the Corporate Income Tax Law in force as of 01.01.2005.

Code of Conduct for Business Taxation

According to CONF-BG 22/01 the Republic of Bulgaria has made the commitment to bring its tax legislation in conformity with the Code no later than 01.01.2007.  Republic of Bulgaria provided information to the Commission in the beginning of February 2006 on the Draft Description of Bulgarian tax measures. A Report to the Council on the potentially harmful tax measures under the Code of Conduct for Business Taxation (MD 74/06 and 108/06) in the acceding countries Bulgaria and Romania has been presented by the Commission on 23.06.2006. No existing harmful tax measures were reported for Bulgaria and the commitments in this respect have been fulfilled.

Progress since 28 April 2006

· Other relevant developments 

The drafts of the Corporate Income Tax Law and the Personal Income Taxes Law have been approved on 6 July 2006 by the Council of Ministers. 

The draft Corporate Income Tax Law implements the requirements of Directive 90/435/EEC
 and Directive 90/434/EEC
. It is also in conformity with the transitional period granted regarding Directive 2003/49/EC
. The draft Personal Income Taxes Law implements the requirements of Directive 90/434/EEC regarding the taxation of shareholders in the restructuring companies, as well as the refund of the special withholding tax under Directive 2003/48/EC
. 

Chapter 13 “Social policy and employment”

LABOUR LAW

Conclusion/ recommendation of EC: 

As regards labour law, the Bulgarian Labour Code was amended in October 2005. The Labour Inspectorate has increased its number of staff. 

Transposition of the acquis is still incomplete, in particular regarding the directives supplementing the European Company and European Cooperative Society Statutes, the directive on information and consultation and the European Works Councils directive. Furthermore, a number of issues to ensure the correct and full transposition need to be addressed, particularly as regards the directives on posting of workers, employer insolvency, health and safety of workers, collective redundancies, part-time work, fixed-term work, working time, and protection of young people at work. In addition, the administrative capacity and internal control mechanisms of the Labour Inspectorate are insufficient to guarantee effective, even-handed application of the acquis in this area. Preparations need to be stepped up.

	State of play:


Bulgaria has fully transposed the acquis communautaire in the field of labour law.

Since 1998 until now a number of amendments of the Labour Code have been made, related to the process of harmonization of the Bulgarian legislation with EU labour law, as well as the respecting secondary legislation. 

With the Law on Amendment of the Labour code /Promulgated, SG, No 25/2001/ were transposed the directives, regarding employment relationships, flexible forms of organization of the working time in the undertakings, hiring out of workers who are not officially employed with a labour contract, prohibition of discrimination (direct and indirect), equal pay between women and men for work of equal amount or value, the right of  information and consultation of employees on the economic and financial situation of the undertaking etc. 

With the Law on Amendment of the Labour code /amended SG 52/2004/ were supplementary aligned provisions from other areas regarding the equality of opportunities between men and women carrying out their rights and obligations of the employment relationships, the stability of the employment relationships in the event of transfer of the employer, the right of information and consultation of employees, in respect of employment conditions, part-time and fixed-term workers shall not be treated in a less favourable manner than workers with an employment contract or relationship of indefinite duration solely because they have a part-time or fixed-term contract or relation, the opportunity of termination of employment contract by employee without notice when as a result of the amendment made, the labour conditions are substantially worsened under the new employer. 

With the Law on Guaranteed Employees’ Claims in Event of Insolvency of the Employer /amended SG 37/2004/ were transposed the provisions of Council Directive 80/987/EEC of 20 October 1980 on the approximation of the laws of the Member States relating to the protection of employees in the event of the insolvency of their employer.
The amendments of the Ordinance on Working hours, Rests and Leaves (Prom., SG, No 54 of 2001 and No 72 of 17 August 2004) were adopted on the basis of the legislative amendments of the labour legislation. They regulate the rules for extension of working hours, part-time work, and overtime work, duty or stand by at the disposal of the employer, as well as the equality of opportunities between men and women to use the unpaid leave for taking care of a child of up to 8 years of age etc.
	Progress since 28 April 2006:


· Legislation adopted by the Parliament:

With the Law on Amendment of the Labour Code /amended SG 48/2006/ was completed the process of transposition of the directives of the European Community in the field of labour law and eliminate fully some discrepancies which have occurred during the transposition process of the directives regarding the collective redundancies, transfer of undertakings, part-time work, fixed-term labor relationships, working time and protection of young people at work. The law transposes in the Bulgarian legislation the following directives:

· Council Directive 91/533/EEC of 14 October 1991 on an employer's obligation to inform employees of the conditions applicable to the contract or employment relationship;

· Council Directive 1999/70/EC of 28 June 1999 concerning the framework agreement on fixed-term work concluded by ETUC, UNICE and CEEP;

· Council Directive 97/81/EC of 15 December 1997 concerning the Framework Agreement on part-time work concluded by UNICE, CEEP and the ETUC – Annex: Framework agreement on part-time work;

· Council Directive 2001/23/EC of 12 March 2001 on the approximation of the laws of the Member States relating to the safeguarding of employees' rights in the event of transfers of undertakings, businesses or parts of undertakings or businesses;

· Council Directive 98/59/EC of 20 July 1998 on the approximation of the laws of the Member States relating to collective redundancies;

· Directive 2003/88/EC concerning certain aspects of organisation of working time;

· Council Directive 94/33/EC of 22 June 1994 on the protection of young people at work;

· Council Directive 80/987/EEC of 20 October 1980 on the approximation of the laws of the Member States relating to the protection of employees in the event of the insolvency of their employer; and

· Directive 2002/14/EC of the European Parliament and of the Council of 11 March 2002 establishing a general framework for informing and consulting employees in the European Community - Joint declaration of the European Parliament, the Council and the Commission on employee representation.

With the Transitional and concluding provisions of the Law on Amendment of the Labour Code were made amendments of the following laws:

· The Law on Amendment of the Law of Guaranteed Employees’ Claims in Event of Insolvency of the Employer. The provisions, related to the implementation of the provisions of the Council Directive 80/987/EEC of 20 October 1980 on the approximation of the laws of the Member States relating to the protection of employees in the event of the insolvency of their employer were specified with this amendment.

· Law on Employment Promotion – in which amendments were made in order to be in compliance with the provisions of the Labour Code regarding the procedures of informing and consulting employees in event of collective redundancies.

The National Assembly adopted on 30.06.2006 Law on information and consultation of employees of multinational (community-scale) undertakings, groups of undertakings and European companies. This law ensures the correct and full transposition of the acquis particularly on the following three directives, regulated multinational relationships:

· Council Directive 94/45/EC of 22 September 1994 on the establishment of a European Works Council or a procedure in Community-scale undertakings and Community-scale groups of undertakings for the purposes of informing and consulting employees;

· Council Directive 2001/86/EC of 8 October 2001 supplementing the Statute for a European company with regard to the involvement of employees; and

· Council Directive 2003/72/EC of 22 July 2003 supplementing the Statute for a European Cooperative Society with regard to the involvement of employees.

With this law in the Bulgarian legislation for the first time have been transposed the procedures on information and consultation of employees, applied for undertakings and companies carrying out economic activity in at least two different Member States.
Adoption of the Law on information and consultation of employees of multinational (community-scale) undertakings, groups of undertakings and European companies and the last amendments of the Labour code ensure the correct and full transposition of the acquis in the area of labour legislation.

· Secondary legislation: 

By Council of Ministers Decree 118 /22 may 2006/ were adopted amendments of the Regulation of the conditions and order for the admission of  employees who are on business trips to the Republic of Bulgaria /amended SG 45/2006/. These amendments guarantee full transposition of the Directive 96/71/EC of the European Parliament and of the Council of 16 December 1996 concerning the posting of workers in the framework of the provision of services and equalization of the working conditions between posted workers from Member State of EU and Bulgarian employees.  

· Administrative capacity:
In addition, the administrative capacity and internal control mechanisms of the Labour Inspectorate are insufficient to guarantee effective, even-handed application of the acquis in this area. Preparations need to be stepped up.

Specialized training of 60 labour inspectors, on risk assessment, including occupational risk identification, financed by Executive Agency General Labour Inspectorate (EA GLI) will be carried out in August (TBC). In May in co-operation with the Training centre of ILO in Turin was developed and concerted a training curriculum for labour inspectors in the field of risk assessment. The objective of the training is improving the qualification of the inspectors, building of habits for identification of the current life and health risks for the employees  in the working environment in the particular undertaking, as well as developing skills for provision of professional advice to the employers and officials in relation to “risk assessment” in the undertakings. The selection of the inspectors from the system of the GLI-EA has been already made. The group of the participants is planned to consist of an equal number of newly recruited and longer experienced inspectors in OSH inspection and industrial risk identification.

Till June 27, 2006 has been done the following: Approved was the training curriculum for the labour inspectors. The training is to be held in the period August 3 – 6, 2006. Presently, within GLI-EA’s system is in progress selection for participation in the workshop. 

System for Company Audit, Monitoring and Control of EA GLI’s Inspection Activity was approved by its executive director on 26.06.06. Through this system are regulated the processes, responsibilities and authorities for efficacy assessment of the inspections activity in place for implementation of the labour legislation and the effective and fair implementation of the acquis communautaire in the field. The system for Company Audit includes the work methodology on organizing, carrying out and registration of the Company Audits in the EA GLI.

· Enforcement record

Information on the number of the inspections, number of the registered violations and of the administrative offences provisions in the field of labour relations, safety and health at work and illegal employment:


І. Number of inspections made for the reporting period:


- April 2006: 3039

- May 2006: 3124

ІІ. Number of the violations findings for the reporting period:


· April 2006: 976

-    May 2006: 1171

ІІІ. Number of the administrative offences provisions for the reporting period:

· April 2006: 18 990 out of which:

· labour relations: 4417

· safety and health at work relations: 14 486

· illegal employment: 47

· May 2006: 19 004 out of which:

· labour relations: 4009

· safety and health at work relations: 14 947

· illegal employment: 48

A conclusion may be drawn from the data provided above that the control over the enforcement of the legislation in the field of labour law, safety and health at work and the illegal employment is more effective and is achieving a serious progress. 

SOCIAL DIALOGUE

	Conclusion/ recommendation of EC: 

Conclusion/Recommendation of the Commission:

With regard to social dialogue, the bipartite dialogue needs to be further strengthened in order to prepare the social partners for their future role in the formulation and implementation of EU social policy. The representativeness criteria have to be applied in an impartial way for all social partner organisations. Participation in the tripartite dialogue needs to be restricted to social partner organisations with a social mandate. Preparations need to be stepped up.


	State of play


In accordance with the regular reports of the European Commission from 1998 on Bulgaria fulfills recommendations of the EC in the area of the social dialogue regarding the formation of the representative trade-union organisations, strengthening of the social dialogue not only on national level but also on industry and branch levels and in enterprises, and elaboration of the tripartite cooperation. 

The Law on amendment of the Labour Code /amended SG 25/2001/ strengthens the social dialogue and the tripartite cooperation, the role of the employees’ and the employers’ representative organizations and the role of the collective agreements, calculated to regulate issues of the labour and social security relations.

The Law on amendment of the Labour Code /amended SG 120/2002/ sets clear criteria on the terms and procedures for the determination of the fields of tripartite cooperation and for the representation of the representatives of the employees’ and the employers’ representative organizations on national level.   

In 2003 the Economic and Social Council was created as a consultative body, which represents the will of the civil society structures in respect to economic and social development. The Council is a permanent institutional structure of social dialogue whcih carries out consultations on the economic and social policy between government and strictures of civil society. Its structure, functions and activities are regulated by the Law on  Economic and Social Council /amended SG 20/2003/.

	Progress since 28 April 2006


· Other Relevant Developments:

One of the outputs of the implementation of the EC-PHARE financed twinning project "Support for Social Dialogue" will be a manual of good practices in social dialogue. Belgian and UK consultants compile the manual that is intended to streamline effective three-part interactions in Bulgaria. The authors presented the first draft of the paper on June 30, 2006. The manual will be translated into Bulgarian and disseminated among the trade unions and employers for feedback.

Another activity under the project, led by North-Irish experts is the identification of training needs of social partners to upgrade the national tripartite capacity for the design and implementation of development projects to be financed by the European Social Fund. The consultants will design a dossier with directions and necessary application forms for ESF financing to be discussed with the social partners. 

Proposals of the social partners' organizations for improvement of the national representativeness criteria and mandate of the nationally representative social partners are expected and upon receipt the social partners will jointly proceed to the elaboration of new representativeness criteria of the social partner organisations with a social mandate.

ANTI-DISCRIMINATION
Conclusion/ recommendation of EC:
Due to administrative and staff constraints, this Commission is under-performing and no urgent efforts have been made to ensure that it will soon become fully operational. The situation of the Roma minority still requires fundamental improvements. 

Efforts to ensure effective implementation of the Framework Programme for Equal Integration of Roma in Bulgarian Society have been insufficient. Preparations need to be stepped up.

	State of play


The Constitution of the Republic of Bulgaria enshrines the commonly accepted values and the principles to be found in the international legal system with regard to ethnicity, use of mother language and religious freedom for all the communities, inhabiting the territory of a country.

The Republic of Bulgaria has ratified all international conventions, concerning minority rights, including the International Convention for the Abolishment of All Forms of Racial Discrimination of the United Nations Organization (UN) and the Framework Convention for the Protection of National Minorities of the Council of Europe. The ratification of the Framework Convention for the Protection of National Minorities by Bulgaria on 30 September 1998 was a logical continuation of the policy, conducted by the Bulgarian government since 1997. The Framework Convention is not applied directly but through the national legal system and appropriate government policy implementation mechanisms specified below. 

The Republic of Bulgaria applies the principles of international law in the area of human rights as proclaimed in the Universal Declaration of Human Rights, adopted by the UN General Assembly on 10 December 1948 as well as in the Declaration of the General Assembly of UN on the Rights of Persons Belonging to National or Ethnic, Religious and Linguistic Minorities of 18 December 1992. Bulgaria has acceded to the International Pact for the Economic, Social, and Cultural Rights /IPESCR/, the International Pact for the Civil and Political Rights /IPCPR/, the Convention for the Protection of Human Rights and Fundamental Freedoms of the Council of Europe and its main adjoining Protocols, the International Convention for the Abolishment of All Forms of Racial Discrimination of the UN, the Convention on the Prevention and Punishment of the Crime of Genocide etc. The assumed international responsibilities are in accordance with the main constitutional principle, which requires the Bulgarian state to cooperate “for the establishment of a fair international order”- article 24, paragraph 2 from the Constitution of the Republic of Bulgaria.

In 2003 the Parliament of the Republic of Bulgaria adopted a modern Law on Protection against Discrimination. The law envisaged the establishment of an independent Anti-Discrimination Commission, a collegial body of 9 commissioners with the power to issue obligatory recommendations. In April 2005 the Parliament appointed the five out of nine commissioners, including the chairman and the deputy chairman. Shortly afterwards, in May, the President issued a Decree appointing the remaining four members. Thus, the Commission on Protection against Discrimination was established and started work. 

In an effort to address the complex, cross-cutting nature of minorities’ issues, Bulgaria has managed to establish a multi-level implementation mechanism that relies upon various central, regional and local government, as well as non-governmental actors. 

The National Council on Ethnic and Demographic Issues (NCEDI) with the Council of Ministers of Republic of Bulgaria was established in 1997. NCEDI’s mandate was to co-ordinate the state policies and programs targeting ethnic minority issues, and to facilitate the dialogue and interaction of the state, the ethnic minorities and the civil society. Representatives of ten ministries (deputy ministers), four government institutions (senior officers) and thirty five ethnic minorities’ non-government organizations were members of the NCEDI. The NCEDI served to guarantee the direct coordination and relations between minorities’ NGOs with the government. Active members of NCEDI were 32 NGOs of the traditional ethnic minorities.

One of the first initiatives of the NCEDI was to develop together with representatives of the Roma ethnic minority a Framework Program for Equal Integration of Roma into the Mainstream of Bulgarian Society. The Framework Program, which comprises 7 major policy areas, was embraced by the Roma community and the Government adopted it as strategic policy document in 1999. Ever since, as detailed below, several important initiatives, to turn the Program into specific policy measures were initiated by the Government of Bulgaria.

Taking into consideration the need to enhance the representation of ethnic minorities and improve the effectiveness of the NCEDI, in December 2004, the Government of Bulgaria established a new Council for Cooperation on Ethnic and Demographic Issues (NCCEDI), comprised of government and civil society according to a set of representational criteria and chaired by a Deputy Prime Minister. In addition, a Commission for Roma Integration was set up with the Council with the purpose to consult it in the policy formulation and implementation with respect to the Roma minority. The work of NCCEDI is now assisted by the Ethnic and Demographic Issues Directorate with the Council of Ministers of the Republic of Bulgaria. The Directorate was established with Decree No 333 of the Council of Ministers of December 2004. It is responsible for the development and implementation of measures and executive control concerning the Framework Program. The Directorate acts as a senior manager of different programs directed towards the equal and fair social integration of individuals in inequitable social position, belonging to ethnic minorities.

A total of 24 regional councils for ethnic and demographic issues have been established and fully operational with the regional administrations. In 26, out of the total of 28 regions, 31 experts have been appointed. Currently in more than half of the 256 municipalities municipal experts on ethnic and demographic issues are appointed. 

Following the ratification of the Framework Convention and in accordance with the overall government policy several strategies and corresponding action plans were adopted:

· A Short-term Strategy for the Realization of Government Policy for Equal and Fair Integration of Roma in the Bulgarian National Culture /year 2000-2001/. 

· A Strategy for Educational Integration of Children and Pupils from Ethnic Minorities;

· A Health Strategy for Vulnerable People Belonging to Ethnic Minorities;

· A National Program for Improving the Living Conditions of Roma Population which is a part of the existing since May 2004 National Housing Strategy has been approved by the Council of Ministers. The Program is in line with the objectives and tasks of the Action Plan on the Decade of Roma Inclusion 2005 - 2015. 

The 2004 Regular report of the European Commission pointed out as a positive development the initiative “National Action Plan on the Decade of Roma Inclusion”. On 14 April 2005 the Council of Ministers of the Republic of Bulgaria adopted the National Action Plan for the Decade of Roma Inclusion (NADRI) for the period 2005-2015, which is a long-term action plan for the implementation of the Framework Program for Equal Integration of Roma into the Mainstream of Bulgarian Society and represents a continuation of the governmental action plan for the period 2003-2004. Actionable measures, backed up with funds from respective government entities are grouped in seven priority areas, namely.: education, health care, employment, improvement of living conditions, culture, protection against discrimination and ensuring of equal opportunities. 

	Progress since 28 April 2006


· Legislation Adopted by Parliament

The Parliament adopted on 7.06.2006 the National Programme for Development of Secondary Education and Pre-School Training (2006-2015). The basic focus of the Programme falls on the decrease of the number of the uncovered and dropping out pupils as well as on the introduction of specific measures in respect to the children whose maternity language is not Bulgarian and the rest of children with special educational needs.

· Adopted Secondary Legislation

The Council of Ministers adopted on 11.05.2006 the Action Plan for 2006-2007 for Implementation of the Housing Conditions of Roma. The necessary activities to change the legal basis which will facilitate the fulfillment of the National Programme and the Action Plan will be taken in 2006, the activities to draw up and to amend currently acting Rules of Procedure will also continue, measures to improve the existing technical infrastructure are foreseen. 240 000 BGN are ensured for road repair works in the Roma quarters for 2006. In 2007 the sum envisaged ammounts to 1 million BGN.

With a Decision of the Council of Ministers of 25.05.2006 was appointed a National coordinator of “The Decade of Roma Inclusion 2005 – 2015”. The aim of the initiative “The Decade of Roma Inclusion 2005 – 2015” is to coordinate and direct the efforts of the governments and the society in Central and Eastern Europe in order to integrate the Roma population, to overcome the discrimination and poverty of Roma people and to preserve their cultural identity.

On 12.06.2006 the Council of Ministers adopted a Decree on accepting the presidency of “The Decade of Roma Inclusion 2005 – 2015”, on joining of Bulgaria to the rules of procedure of the Decade and taking up one year presidency of the initiative on behalf of Bulgaria for the period 01.07.2006 - 30.06.2007. The presidency of the Republic of Bulgaria of the initiative “The Decade of Roma Inclusion 2005 – 2015” will be of help for solving Roma problems, laid down in the strategic documents.

On 29.06.2006 the Council of Ministers adopted the Action Plan up to 2007 for the Implementation of the Framework Programme for Equal Integration of Roma in Bulgarian Society. The draft of the document has gone through a series of wide public and interinstitutional discussions. The final version of the document represents the consensus achieved on regional and central level between institutions and non-governmental organizations which actively work for solving the problems of Roma communities. The Plan includes measures for improving the effectiveness of the activities of the National Council for Co-operation on Ethnic and Demographic Issues.

On 27.04.2006 the Council of Ministers adopted the Rules of Procedure on the Structure, Activities and Organization of the Centre for Educational Integration of Children and Pupils from Ethnic Minorities. The projects to be developed and financed by the Centre will aim at promoting the equal access to quality education and improving the results achieved from training children and pupils from ethnic minorities in Bulgaria. The activities of the Centre will develop following a three-year programme approved by the Council of Minsters. For 2006 the Centre will have a financial resource of 500 000 BGN from the state budget envisaging a step-by-step increase in the following years.
· Administrative capacity

Administrative capacity of the Commission for Protection against Discrimination

· The Articles of Association of the Commission for Protection against Discrimination stipulates that the total personnel consists of 42 people, out of them 9 people are members of the Commission for Protection against Discrimination – 5 elected by the  National Assembly and 4 appointed by the President. 25 people have been appointed until now, and for 8 positions competitive entry selection procedures are already started. 

· Until now according to the adopted structure of the Articles of Association of the Commission for Protection against Discrimination the Secretary General, directors of the “Financial and Economic Activities and Management of Property”, “Administrative, Legal and Information Service and Clerk System” and “Specialized Administration” directorates, as well as the Chief Legal Adviser of the Commission were appointed.

Strengthening the administrative capacity of the central and local administration working in the sphere of anti-discrimination is among the basic priorities of the government. To achieve it the following activities have started:

· With the aim of strengthening the administrative capacity of the “Ethnic and Demographic Issues” Directorate (EDI Directorate) of the Council of Ministers in June was conducted training in the following spheres: project management, anti-discrimination, principles and procedures for public administration management.

· A Programme for training in housing policy for the Roma community of the regional and municipal councils for ethnic and demographic issues was elaborated. The training includes modules of the decentralization and of the management of the EU structural funds. Up to now were held three trainings in the towns of Plovdiv, Dobrich and Vidin envisaging trainings in other six district towns till mid September.

· A Programme for training of district and municipal experts on ethnic and demographic issues was elaborated to regulate the relationships with NCCEDI and EDI Directorate, application for projects, functioning and management of district and municipal administrations in the context of ethnic and demographic policy issues, cooperation with the NGOs. The training was held in July.  

Other measures for strengthening the administrative capacity in the sphere of anti-discrimination:

· A plan was designed for the organization of 6 training seminars (3 in the Northern part of Bulgaria and 3 in the Southern) for raising awareness of formal and informal Roma leaders and of the Roma community in the field of measures and programmes for equal access to the labour market and the social security, education and healthcare. 3 seminars have been conducted – in the town of Varshetz, Shoumen and Stara Zagora. The relevant topics discussed with the active participation of Roma leaders were: “Prerequisites for participation in literacy courses, qualification and re-qualification for real participation in the labour market”, “Family planning and demographic policy”, “Policy of healthcare and social security”, “Pension security system”. 

· Within the framework of “Anti-discrimination” Programme activities the NCCEDI organized on 30.05.2006 the round table “Modern state policy guaranteeing equality and non-discrimination in the Republic of Bulgaria”. It was attended by the Deputy Prime Minister and Minister of the Disaster Management Policy and Head of the NCCEDI, the Head of the Commission for Protection against Discrimination, the Ombudsman of the Republic of Bulgaria, the Head of the Parliamentary Commission for Education and Science, the Deputy Head of the Parliamentary Commission on Human Rights and Religious Affairs, members of Parliament, representatives of the Judiciary, members of the Commission for Protection against Discrimination, representatives of defending human rights NGOs , experts in human rights issues. The forum recommended the elaboration of a National Action Plan for Prevention against Discrimination. 

· In June 2006 started the activities to organize the internship of students from Roma communities at the Ministry of Labour and Social Policy as well as in the territorial structures of the Employment Agency and the Agency for Social Protection (students in social peadagogy and in other humanitarian specialties). Currently are being elaborated the procedural rules for selection of the candidates, that are already significant in number.

· Enforcement Record

Statistical data about the activities of the Commission for Protection against Discrimination; recorded complaints and signals, registered files and decisions:

· The total number of complaints by affected natural and legal persons for the period November 2005 – 5 July 2006 is 255. The total number of registered files is 135, refusal from procedure – 110, terminated – 10.

· In the initial period of the Commission activities predominated the complaints relating to ethnic origin later on as a result from raising awareness campaign an increase of the complaints and signals relating to all elements laid down in Article 4 (1) of the Law on Protection against Discrimination was identified. As of present prevailing are those relating to exercising the right to work as well as trade-union activities and of people with disabilities. Gradual improvement of the quality of the complaints and signals in regard to the coverage of the requirements for admittance is notable. 

· During the same period were made 31 decisions, 6 common prescriptions under Article 47, point 4 of the Law on Protection against Discrimination. There are 4 cases of self-approach by the Commission, for two of which decisions are taken.

· Other Relevant Developments

A new Regulation for the Organization and Activity of the NCCEDI is in process of elaboration. It will provide guarantees for carrying out consultations with Roma representatives with a view to develop and implement the state policy for integration of Roma on the principle “for Roma with Roma” (TBC).

Decade of Roma Inclusion 2005-2015

There were accepted additional measures for the accelerating of the progress into the implementation of the commitments of the Bulgarian government about the Initiative “Decade of Roma Inclusion 2005-2015”.
· In the 8th International Steering Committee Meeting of the “Decade of Roma Inclusion 2005-2015”, The National coordinator signed the Terms of Reference for the Bulgarian participation into the Initiative.

· On 4 of July was the official ceremony for the acceptance of the Bulgarian Presidency of the “Decade of Roma inclusion 2005-2015”. There were present the President of the Republic Bulgaria, the Prime Minister, the Minister of labour and social policy, members of Parliament, ministers and representatives or Roma NGOs. The National coordinator accepted personally the one year Presidency of the Initiative from the Romanian national coordinator.

Media campaigns 

In progress is a Media campaign for limiting prejudices to Roma society and encouragement for the realization of Roma woman and her role the successful integration or Roma children in the society. In the framework of the campaign so far are achieved the following results:

· In progress is the preparation of ten educational films about the activities of Ministry of labour and social policy in the field of Roma society integration in the Bulgarian society.

· There was elaborated a working plan for education of Roma in areas with compact Roma population with purpose to encourage the social role of Roma woman and the responsible parenthood. The decrease of early school drop-outs children, as their taking back and their keeping in schools are amongst the most important topics in the training. Adopted was a schedule of the training, which will be implemented in 4 towns (Omurtag, Kazanlak, Dulovo, Velingrad ) with compact Roma population till the end of August. 

· Press releases about the activities in the sector are posted periodically in the official site of MLSP. 

To make the Law on Protection against Discrimination and the preventive activities of the Commission more popular on a nation-wide scale a National Awareness-raising Campaign was held in regions and municipalities :

· To comply with the Strategy of the Commission and the adopted Plan for the campaign were printed as follows: 3500 brochures, leaflets and a collection of legal acts which contains the Law on Protection against Discrimination, the Regulations and the Procedural Rules of the Commission 

· With a view to improve the activities of the Commission and to abolish the administrative constraints on 4.07.2006 were promulgated the amendments of the Regulation of the Commission. On the basis of Article 22 of the Law on Protection against Discrimination were printed 3500 text tablets with excerpts from the Law and are disseminated between institutions, NGOs and other organizations to put them in public places to inform the citizens.

· Starting from April the Commission has its own Internet site with information for its activities, its Reports before the Parliament, the corresponding legal basis as well as an open forum on topics concerning Commission activities and provision of consultations.

· Up to the moment 14 district towns were visited and were held campaigns with representatives of institutions, NGOs, employers as well as employees organizations and organizing open-door reception halls for the citizens.

· Members of the Commission organize on a weekly basis open-door reception halls in different municipalities in the all of the planning regions.

Healthcare

Under the National Programme “From Social Assistance to Employment” in May 2006 was ensured employment for 12 health-mediators of Roma origin.

Educational Integration of children and pupils from ethnic minorities

As of 31.12.2006 under the “Teachers of out-of-classes education and holidays” Project 13 assistants to the teacher in Sofia, Varna, Plovdiv, Blagoevgrad, Russe and Lovech were enrolled.

EMPLOYMENT
Conclusion/ recommendation of EC: 

Further efforts have to be made to include vulnerable groups, particularly from the Roma community, in the labour market by further promoting quality education and vocational training 

Access of persons with disabilities to public areas, buildings, transport, education and the labour market has yet to be improved. Preparations need to be stepped up.

	State of play:


Since 1998 Bulgaria has been implementing a policy aimed at preparation for fulfillment of the aims set in the European Employment Strategy and Lisbon Strategy. Some of the main priorities in this direction are related to the improvement of the employability and enhancement of the knowledge and skills of the persons from disadvantaged groups.

During the period 1998-2001 the Law for Unemployment Protection and Employment Promotion was in force. Since 2002 it has been transformed in the Law on Employment Promotion. The legislative and sub-legislative base has created the necessary circumstances for smooth and sustainable planning and implementation of employment policy. Through the changes in the legislative base conditions for better targeting of the programmes and measures towards the risk groups on the labour market were created. The existing financial system of the active labour market policy has been changed also: The financing of the active programmes and measures switched from Fund “Vocational Qualification and unemployment” to financing from the state budget. A new measure for prompting active behavior on the labour market was introduced was introduced 

In view of the provision of qualitative employment services in 1989 was established Employment agency. It has been continuously developing. At present the Employment agency is responsible for the implementation of the active labour market policy and since 2001 the servicing of passive policy has been implemented by the National Insurance Institute. The reforms aimed at the introduction of the process model of work and later on – “one-stop shop” method of work are directly aimed towards improvement of the provided services and shortening of the unemployment duration. In order to integrate the people with disadvantages on the labour market a differentiated and individual approach has been applied to them. Through this approach the specific needs and characteristics of each separate group are taken into account. They are offered individual services such as information and consultation, informative materials, training courses and new employment opportunities. Each unemployed person has an individual action plan, a paper through which the efforts of the labour office and the person are combined in view of the achievement of labour market integration.

Annually since 2000 Bulgaria has been elaborating National Action Plans on Employment. The National Action Plan on Employment becomes the main instrument of the employment policy, because it defines the projects, programmes and measures that are implemented on the labour market, the types of incentives and their amounts. In the plan are identified the target groups on the labour market, that are included with priority in the literacy training, vocational training and subsidized employment. This enables the better targeting of the activities, as well as the provision of the necessary resources for the implementation of the activities in this direction.

The training of adults and the vocational qualification has become a main goal of the active labour market policy. The financial resources for the vocational qualification have been raised especially for the disadvantaged groups. The number of persons who have been included in different training courses, programmes and other forms of training as well as in literacy training has increased significantly. 

	Progress since 28 April 2006


· Adopted Secondary Legislation

On 23 May 2006 the amendments of the Rules on the application of the Law on Employment Promotion entered into force. The amendments and have regulated the rules and the conditions for the administration of new promotional measures for promoting and active stance of unemployed in order to seek for job on their own initiative. 

· Enforcement Record

During the first five months in 2006 under the programmes and measures, implemented by the Employment agency the average number of persons, who have worked was 89 326, which is 87.5% from the planned. In the vocational training courses were included 14 548 persons (52.6% from the total number of the envisaged persons for the whole year). 

The trends of increasing of employment and decreasing of unemployment have been going on. For the first quarter of 2006 the employment rate was 55.5%, by 2.5 percentage points higher compared to the same period of 2005. In May 2006 the rate of registered unemployment was 9.59%. This has been the lowest reported level since September 1991.  

· Other Relevant Developments

In April a National Programme for literacy and qualification training of Roma started. Up to 3 July in literacy training are included 859 persons. Because of the training specifics a part of the trainers need additional training on andragogy. The training on andragogy has been organized for 40 trainers. 

The Employment Agency has started a new specialized initiative which supports the direct contact between the employers and the job seeking Roma. The Labour exchanges support the spreading of the information about vacancies for Roma representatives and inactive persons. According to the preliminary schedule 10 Roma labour exchanges will be organized in the regions with high concentration of Roma population. For the period May-July in the Roma labour exchanges participated 905 job seekers and 74 employers, who have announced 1 462 vacancies. 
On 8.06.2006 the List of professions on which the Employment Agency organizes the training of unemployed persons was approved by the Minister of labour and social policy.  The List is prepared on the base of the generalized information about the professions in demand on regional level and the demand and supply tendencies on local labour markets as well as the vacancies announced by the employers in the Labour Offices. With the aim to improve the employability of persons from vulnerable groups till the end of 2006 persons from that groups will be included in the training and vocational qualification courses on the following professions: welder, fitter, motor mechanic, cabinet-maker, tailor, baker-confectioner, plant-gardener, valet, etc. The training is fully financed by the state budget.
Under the National Programme “From Social Assistance to Employment” the Employment agency has approved 65 projects. Under these projects 912 work places will be opened in activities for the improvement of infrastructure in quarters and villages with compact Roma population. 

In the framework of the component “Employment for Roma” from the project “Job opportunities for business support” a vocational training is implemented such as: starting up of own business; training of private farmers and entrepreneurs in EU requirements and opportunities for acquiring of EU funding; motivation training for seeking and starting of job; vocational training for valets, tailors and plant gardeners. Over the period 1 January- 30 June 2006  in the frameworks of the component “Employment for Roma” 253 Roma were included in training, 116 were employed, 22 were self-employed and 5 firms acquired financial leasing. The grant scheme under the component was officially represented in the Roma communities of Bourgas on 28.06.2006 and in Pazardjik – on 29.06.2006. 

In 2006 under “Beautiful Bulgaria” Project there were approved 226 projects amounting to 23.5 million BGN. Each of the projects compulsorily contains a component for improvement of the access of people with disabilities to public utilities. The projects are carried out in 191 municipalities currently undergoing the contracting and implementation. 

ESF

	Conclusion/ recommendation of EC:
The enhancing of the administrative capacity, specifically with respect to the Operational Programme “Administrative Capacity”, employment of staff and training in the Ministry of Education and Science and Agency for Social Promotion, is not completed. The process of preparation needs to be reinforced. 




	State of Play:


In the period from 1998 until now the Ministry of Labour and Social Policy fulfills the criteria for EU membership through the process of programming and implementation of Phare projects in the Human resources development sector. Every project to be financed corresponds to the respective EU recommendations stated in the following documents: Accession Partnership, Monitoring Report of the European Commission, Roadmap, etc. The main fields concerned are: social integration, including integration of ethnic minority groups, active labour market policy, lifelong learning and vocational education and training, vocational qualification, health and safety working conditions, deinstitutionalization through provision of community based services for risk groups, improvement of quality of life of people with mental disabilities, human resources development and support for the bilateral social dialogue.

The experience gained in policies implementation is a solid basis for the future absorption of European Social Fund resources through the “Human Resources Development” Operational Programme. Drafting the HRD OP has taken into account the new conceptual and methodological documents of the EU – the new start of the Lisbon Strategy, Community Strategic Guidelines for Growth and Jobs 2007 – 2013, Employment Strategy 2005 – 2007, the proposed European Qualifications Framework for Lifelong Learning, etc. The implementation of HRD OP will be in compliance with the Community activities, policies and priorities.

The Ministry of State Administration and Administrative Reform (MSAAR) was established in August 2005 and its Rules of Procedures were adopted with CM Decree on 12th of October 2005. MSAAR designated to act as Managing Authority of the Orepational Programme “Administrative Capacity” (OPAC) with the CM Decree as well. 

The consultation process on the elaboration of OPAC has been officially launched in November 2005 and until present 10 meetings of the working group have taken places. 

The Operational Programme includes all necessary parts according to the Regulation, as well as it reflects all existing recommendations of the ex-ante evaluators. The draft version of the OPAC was submitted on 28th of April 2006 together with the other OPs to the EC for inter-service consultation. The priority activities and the corresponding operations of OP AC, which are the basis of the indicative project pipeline, have been elaborated. The staff of the MA has been trained from November 2005. The training needs analysis as well as the training plan for the MA experts have been updated in March 2006 and the training process is continuing.

(See also chapter 21 – Regional Policy and Coordination of the Structural Instruments).
	Progress since 28 April 2006:


· Adopted Secondary Legislation: 

The Rules of Procedure of the Employment Agency – Intermediate body of Human Resources Development Operational Programme has been amended – State Gazette 38/9 May 2006. According to this amendment the responsible structure for implementing and managing certain OP priorities, namely “Programmes and Pre-accession Funds” Department was transformed into “European Funds and International Projects” Directorate with total staff number of 43 people. In the text of the Rules of Procedure is written that the Directorate will function as Intermediate body of Human Resources Development Operational Programme.

· Administrative Capacity:

18 experts have been employed in the MA. 1 expert, who will be responsible for the ex-ante control, still remains to be employed by the end of July 2006. The human resources necessary for monitoring, control and evaluation are already available. 

The capacity of OPAC MA was strengthened From May 2006 to July 2006 experts from the MA were trained on extensive training in management and implementation, financial management and control of OP AC; monitoring and evaluation, public-private partnership, outsourcing as well as trainings related to the Structural Funds absorption.

In June 2006 MA experts exchanged experience with the administration of Portugal, Italy, Poland, Hungary and Slovenia in the field of absorption of Structural Funds resources.

In the months of April and May 2006 the main MA experts were trained to work with the unified informational system for management of OP (MIS), similar trainings are to come for the potential beneficiaries. 

Information about the Managing Authority of Human Resources Development Operational Programme - “European Funds, International Programmes and Projects” Directorate, Ministry of Labour and Social Policy: Currently 80 civil servants and 1 employee on labour contract work for the directorate. The recruitment procedure for the vacancies will finish at the end of July and the commitments for the staff number set in Chapter 21 will be fulfilled.

Information about the Intermediate body of Human Resources Development Operational Programme – Social Assistance Agency, “International Cooperation, Programs and European Integration” Directorate: The recruitment procedure has ended in the middle of June. Twelve persons are currently working in the “International Cooperation, Programs and European Integration” Directorate and all of them are civil servants. The announcement of a new recruitment procedure is forthcoming for the remaining three vacant positions.

Information about the Intermediate body of Human Resources Development Operational Programme - Employment Agency, “European Funds and International Projects” Directorate: The recruitment procedure will end in October 2006. Eight civil servants at central level and 28 – at regional shall be recruited. Currently 7 civil servants work at central level and 24 are employed on civil contracts at regional level.

Information about the Intermediate body of Human Resources Development Operational Programme – “Structural Funds and International Educational Programmes” Directorate in the Ministry of Education and Science: A new “Structural Funds and International Educational Programmes” Directorate has been established. The approval by the Minister of education and science of the new staffing schedule is forthcoming (the expected date is 20.07.2006).

Trainings:

Main instrument for strengthening the administrative capacity of the Managing Authority and Intermediate bodies of Human Resources Development Operational Programme is capacity building project under Phare Programme 2004 “Preparing for future management of HRD OP” as well as joint project between MLSP and UNDP “Support to MLSP on a regional level”. Under “Support to MLSP” Project on a regional level have been conducted/ planned as follows:

· A training on Management of EU Funds for the experts from the Managing Authority and Intermediate Bodies on 28-29.06.2006. 

· Trainings on state aid for the Managing Authority’s experts are envisaged to be held on 17–18.07.2006 and 19–21.07.2006.

SOCIAL INCLUSION

	Conclusion/ recommendation of EC: 

Efforts need to continue to improve the situation of vulnerable groups, including Roma, and to promote their full integration into society. In some municipalities the desegregation and integration in the standard school system of Roma pupils and pupils with special needs have led to positive results.

 Access to quality health care services has not been broadened, as a significant number of the population, particularly amongst the Roma community, still lack access to care services.

The processes of desegregation and integration in the standard school system of Roma pupils and pupils with special needs need to be accelerated. 

There is still a need to implement specific social, educational and medical services addressing the issues of social exclusion. 

The process of de-institutionalization and development of community-based services have not been stepped up.

Access of persons with disabilities to public areas, buildings, transport, education and the labour market has yet to be improved. Preparations need to be stepped up.


	State of Play:


Bulgaria has been performing a target reform in the field of social benefits, family allowances for children, social services, child protection and welfare, integration of people with disabilities and risk groups. As an implementation of the main EU Directives a completely new legislation regulating these social relations in harmonization with the acquis communautaire was adopted. 

A number of measures connected with improving of quality of life of people at disadvantaged position, i.e. people with disabilities, elderly people, children and families at risk, ethnic minorities, have been undertaken during the last few years in Bulgaria. The main priorities in the government program are as follows:

· Deinstitutionalization and improvement of quality of life of people in specialized institutions;

· Development of a net of community-based social services as prevention of the institutionalization of disadvantaged people.

· Social inclusion of people from specialized institutions and groups of people at risk

The progress was achieved through the adoption and improvement of 4 fundamental laws, 8 rules on application, 13 ordinances and a number of action plans, programmes and other acts of the Council of Ministers. Regarding the successful implementation of secondary legislation and strengthening of administrative capacity the State Agency for Child Protection, the Social Assistance Agency and the Agency for People with Disabilities were created under the main laws. An Inspectorate was established to the Social Assistance Agency in order to monitor the implementation of standards for provision of social services. In order to guarantee the quality of services and observation of the Rights of the Child the Directorate “Control of the Rights of the Child” with regional units was created to the State Agency for Child Protection.  

In the sphere of social protection the access to social benefits for the most poor and at risk groups of the population was guaranteed through changes of the regulatory basis. A regular granting of family allowances for children from only one institution – the Agency for Social Assistance was ensured in order to guarantee more effective control of target expenditure of funds provided by the State Budget for family allowances for children.  

Measures for promotion of employment of assisted persons aimed at decrease of number of passive users of social benefits and creation of opportunity for re-direction of resources to people in need were introduced.

The financial decentralization of social services was performed. A responsibility of the State and municipalities in the field of social services were clearly defined. 

The philosophy of implementation of the state policy for child protection was changed in direction to increase child welfare. The change was aimed at the growing up of every child in a family environment.

 Bulgaria is performing according to its commitments to the UN Convention on the Rights of the Child. 

The process of reforming of the specialized institutions for people with disabilities, elderly people and children with disabilities started with the legislation changes in 2003.

Social services were developed also in the direction of enlargement of coverage and improvement of quality. The process of deinstitutionalization of children and elderly people placed in specialized institutions is continuing while at the same time living conditions in the specialized institutions are improving.

In Bulgaria there is a considerable progress in the development of community-based social services. The provided social services within the community for children and elderly people until 31.12.2003 were 40, while by July 2006 they are already 112. 

The alternative forms of social services provide for full and independent way of life in an environment close to the family one. Focusing at that goal social services are provided, including 33 Day Care Centers for children and youths with disabilities. By way of illustration in 2004 were set up 4 Day Care Centers for children and youths with disabilities; in 2005 – another 4 Day Care Centers for children and youths with disabilities and in 2006 – yet another 4 Day Care Centers for children and youths with disabilities and 1 Asylum for unaccompanied children.

During the period 2003 – June 2006, the number of specialized institutions started to decrease. Decrease of the number of homes for children and youths with mental retardation was more significant. 

An increase was registered only for the homes for elderly people but this increase includes modernization and reconstruction of the existing housing and opening of small homes with capacity of 20 – 25 places in full compliance with the standard and criteria for the necessary equipment as regulated in the legislation.

The progress of the process of deinstitualization of the homes for social services for children within the system of the MLSP is as follows:
According to 2003-2005 Plan for decreasing the number of the children in specialized institutions in the Republic of Bulgaria the homes for children are in the process of restructuring. Thus for example the home for children and youths with mental disabilities - Zgalevo village, municipality of Pordim was restructured.

Some institutions were closed down, including:

· In 2003 –1 Home for children and youths with mental disabilities in Fakiya village, municipality of Sredetz.

· In 2005 – 2 homes for children and youths with mental disabilities - in Djurovo village, municipality of Luky and Tri kladenci village, municipality of Vratza.

· In 2006 - 1 home for children and youths with mental disabilities in Dobromirci village, municipality of Kirkovo.

Since the beginning of the reform in the institutional care for children at the establishments for medical and social care for children (EMSCC) up to now, are applied consecutive efforts for shortening of the stay and decrease of the number of children in the institution by prevention of the abandonment, reintegration to the family, admittance and adoption. An important mechanism that has contributed to the decrease of the number of the institutionalized children and decrease capacity with 55% is as follows:

· the latest Annex to the regulations of the Law on Child Protection that limits the entrance to the institutions as a basic regulative mechanism;

· opening of daily  centers for rehabilitation of children with disabilities at 16 EMSCC (50 % of all EMSCC) where are provided services of the type “daily care” and “weekly care” for children with disabilities and needs of special care;

· Providing quality services in the community – the material basis, equipment and the presence of qualified specialists in these establishments is a precondition for providing rehabilitation treatment of children with neurological and mental disabilities on ambulatory principle;

· Ordinance on the conditions and order for implementation of measures for prevention of abandonment of children and accommodation into institutions, as well as on their reintegration, that arranges the order for implementation of these measures and the activities of the institutions responsible.

In implementation of the commitments set in the National Programme for Child Protection and the Plan for improvement the situation of children in specialized institutions, the Ministry of Education and Science performs active policy towards the financial and administrative decentralization of the homes for raising and upbringing of children deprived from parental care (HRUCDPC), deinstitualization, restructuring and optimization of their network. Recent years saw a steady trend of decreasing the number of children in these institutions – thus for the period from 2001/2002 to 2005/2006 the number of children placed in HRUCDPC was reduced by 30%. The trend is similar in the specialized schools.  

A more effective social inclusion of every person with disability was achieved in the field of social integration of people with disabilities, by using an individual approach through social assessment. Conditions for development of economic and social initiatives of people with disabilities were created and employers have been encouraged to employ and retain at work people with disabilities.

The progress of the process of deinstitualization of the homes for social services for the elderly within the system of the MLSP is as followes:

The already mentioned alternative forms of social services were also provided for the elderly, including:

· 17 Day Care Centers for elderly people with disabilities

· 15 Day Care Centers for elderly people

In 2004 were opened:

· 3 Day Care Centers for elderly peolple with disabilities

In 2005:

· 2 Day Care Centers for elderly people with mental disabilities

· 5 Day Care Centers for children and elderly people with disabilities

· 3 Day Care Centers for elderly people

· 3 Centers for Social Rehabilitation and Integration

In 2004 the First National Monitoring on the Homes for elderly people with mental disabilities took place. It was organized by the Inspectorate Inspectorate of the Agency for Social Assistance in cooperation with state bodies, mayors of municipalities and NGOs. The Monitoring covered the period 2003 – May 2004 and included 40 specialized institutions.

During the period August – September 2005 the Inspectorate of the Agency for Social Assistance carried out the Second National Monitoring on 27 Homes for elderly people with mental disabilities and 15 Homes for elderly people with psychic disorders.  A positive tendency is notable on the fulfillment of standards and criteria for providing social services, in the period under review May 2004 – September 2005.  

By June 2006 there are functioning on the territory of the country the following specialized institutions for provision of social services for the elderly: 29 homes for elderly people with mental disabilities, 15 homes for elderly people with psychic disorder, 25 homes for elderly people with physical disabilities, 4 homes for elderly people with sensory disabilities, 13 homes for elderly people with dementia, 63 homes for elderly people. 

The following specialized institutions for elderly people were closed in 2003:

· 1 home for elderly people with mental disabilities in Sanadinovo village, municipality of Nikopol;

· 1 home for elderly people with psychic disorders in Dragash Voivoda village, municipality of Nikopol.

     
 The following specialized institutions are with decreased capacity: 

· In 2005 the capacity of 1 Home for elderly people with physical disability - in Gorski Goren Trumbesh village, municipality of Gorna Oriahovitza was decreased. 

· In 2006 the capacity of 3 Homes for elderly people with mental retardation:  in Malko Sharkovo village, municipality of Boliarovo, Batoshevo village, municipality of Sevlievo and in Chuchurkata area, municipality of Lom and 1 Home for elderly people with physical disabilities - in Gorica village, municipality of Pomorie was decreased.

Reorganized specialized institutions:

· For the period 2003 - 2005 - 2 Homes for elderly people with mental disabilities - in Liaskovo village, municipality of Stara Zagora and in town of Tvurditza.

· 2 Homes for elderly people with physical disabilities - from Leva Reka village, municipality of Trun to Slishovtzy village, municipality of Trun and from Luka village, municipality of Pomorie to Gorica village, municipality of Pomorie.

· 5 Homes for elderly people with mental disabilities - from Tamarino village, municipality of Straldja to Malenovo village, municipality of Straldja, in new building to Podgumer village, municipality of Sofia-city to Oborishte village, municipality of Vulchi dol, to Rusokastro village, municipality of Kameno and from Gorno Vurshilo, municipality of Septemvri to Slavovica, municipality of Septemvry. 

· 1 Home for elderly people with sensory disabilities from Buzovetz village, municipality of Vulchedrum to the town of Vulchedrum.

Under SANE project are provided services for elderly people and people with disabilities in a family environment from unemployed persons, who after the relevant training (financed under the project) are hired on a labour contract at the position ‘Social Assistant’. The services provided under the project are 53 types and are related with cleaning the user’s home, maintaining of the personal hygiene, conditions of life, pedagogical, administrative and medical services, maintaining social contacts. The beneficiaries under the project were over 1 900 and 751 have been the hired social assistants.

Taking into account the importance of the development of alternative social services for improvement the quality of life of the people with disabilities in 2005 was made a second analysis of the results of the components “Personal Assistant” and “Social Assistant” under the National Program “From Social Benefits to Employment”. The analysis showed a strong social effect. On this basis a decision for the creation of an independent National program “Assistants of the people with disabilities” has been taken. The purpose is to be given an opportunity for more people with disabilities, including mental disabilities, to use these services and to be integrated into the community and in this way to be prevented their accommodation in institutions.

The system of mental health is going through a transition from institutional psychiatry to psychiatry and alternative services in the society for people with mental disabilities, as well as improvement of the conditions for these persons in the healthcare establishments and specialized institutions, as well as guarantee of their human rights. In the country there are 12 state psychiatric hospitals, 12 psychiatric dispensaries with hospitals, 17 psychiatric clinics at Multi-functional hospitals for active treatment (MHAT)/ University MHAT (UMHAT). The hospital treatment is free of payment for the patients, including those that are not insured and is financed by the Republican budget. The emergency aid is also free for persons with mental disabilities.

In 2004 the Council of Ministers has adopted “The Policy for Mental Health 2004-2012 and National Action Plan for its implementation”, elaborated jointly and with the coordination with 7 other countries from the Balkan region. The basic principal set in the strategic document is the deinstitutionalization of the psychiatric treatment and a transition to treatment and care within the society.  It is intended to be constructed daytime centers, protected homes, and informational centers.

The Law on Health that has entered into force on 01.01.2005, regulates the protection of mental health, emergency treatment and the voluntary treatment of people with mental disabilities as well as the compulsory placement and treatment, which measures are determined only by courts’ decision. 

The following measures gave positive results:

· Amendments of the Law on family Assistance and Financial Support are related to the children regular school attendance;

· Implementation of the National Program for better school participation through: provision of transport free of charge; provision of textbooks free of charge; provision of breakfast at school;

· Automatic information database Admin has been established. It contains data on pupils at all education levels thus assisting the monitoring of the school participation. As a result the implementation of existing mechanisms for improving school participation could be improved.

	Progress since 28 April 2006:


· Secondary legislation

Decision of the Council of Ministers № 426 from 05.06.2006 amended Decision № 21 of the Council of Ministers from 19 January 2006 on Division of Activities, funded by Municipality Budgets on Local and Delegated from the State and Definition of the Standards for Number of Staff and Standards for Support of Activities Delegated by the State in 2006. Universal financial standards for maintenance of one client using these types of social services were introduced for the first time through these amendments. Incentives for development of new alternative social services by NGOs were created through these amendments which will give momentum to the process of deinstitutionalization and to the improvement of child welfare.

On 26.06.2006 the Council of Ministers adopted Decree № 154 on Amendment of the Rules on Application of the Law on Social Assistance. This included three new forms of community based social services – Unit “Mother and Baby, Centre for Community Support, Centre for Work with Children on the Street. This is aimed at prevention of institutionalization of children and people with disabilities through an extension of the circle of provided alternative social services.
On 26.06.2006 the Council of Ministers adopted Decree № 155 on Amendment of the Tariff on Fees for Social Services, funded by the State Budget approved by the Decree № 91 of Council of Ministers from 21.04.2003. Better opportunities for accelerating the process of deinstitutionalisation were created through these amendments. 

On 26.06.2006 the Council of Ministers adopted Decree № 153 on Amendment of the Rules on Application of the Law on Integration of People with Disabilities. The amendments were aimed at improvement of services for people with disabilities in provision of technical supportive devices. Better conditions for access of people with disabilities to the labour market were also created.

· Administrative capacity

	Conclusion/ recommendation of EC:
Nor has any continuous strengthening of coordination of child welfare policies and of the administrative capacity of the Child Protection Agency, including at municipal level, been noted.


By an Order of the Executive Director of the Social Assistance Agency as of 29.05.2006, a specialised unit at the Inspectorate of the Social Assistance Agency was established with a view to supervise and monitor the institutions for elderly people and children.

A National Program for training of social workers from the Social Assistance Agency Regional Directorates, social workers within the specialized institutions and social services providers has been elaborated and approved by the SAA Executive Director on May 29, 2006. One special focus is municipalities and NGOs providing social services for children. The Program aims at providing a methodological support to the municipal authorities and the directors of the specialised institutions for children with disabilities. The training is conducted in three priority areas: provision social services to people with disabilities, social work within multiethnic environment and social work with families in risk. 

A National Program for training of social workers from the Child Protection Units in the Social Assistance Directorates was approved by the SAA executive director on June 12, 2006. The Program includes 16 modules. The training will be conducted in the period 20.07-17.11.2006 and it is planned to cover about 350 social workers (about 80% of the employees in Child Protection Units). Training under the Program  has started as follows: 

· Within the period 01.06 – 02. 06. 2006 a training course was carried out for 80 Directors of specialized institutions and social services providers under the topic:”European standards in providing social services”.

· Within the period 07.06 – 08.06 2006 a training course for 20 social workers was carried out in the districts of Montana, Vratza and Vidin with the aim to provide methodological support to social workers from Social Assistance Directorates, specialized institutions and social services providers.

· Within the period 19.06. – 20.06. 2006 a training course for 20 social workers was carried out in Sofia, Sofia district and Pernik with the aim to provide methodological support to social workers from Social Assistance Directorates, specialized institutions and social services providers.

· Within the period 21 - 22. 06.2006 a training course for 35 Heads of Child Protection Units was carried out focused on deinstitutionalization through implementation of child protection measures. 

· Within the period 20.06.-22.06.2006 a training course for 30 experts from the Child Protection Units was carried out focused on the following topics: prevention of abandoning and reintegration; prevention of violence; case management; elaboration of social report for risk assessment; individual action plan; individual care plan. 

The first training module for 44 IT specialists within the child protection units focused on the introduction of a national information system on child protection was carried out in May, 2006. The second training module for 22 IT specialists within the child protection units focused on the introduction of a national information system on child protection was carried out in June, 2006.
· Other Relative Developments

In May 2006 a Report on Implementation of Joint Memorandum on Social Inclusion (JIM) was developed and approved from the Minister of Labour and Social Policy and sent to the EU Commission on 31.05.2006. The Report was aimed at presentation of degree of implementation of commitments, taken from Bulgaria with the signing of JIM.

People with Disabilities

The Third National Monitoring of the specialized institutions for people with mental disabilities is been implemented at the moment, and this is a guarantee for the permanent control over the provision of social services in the specialized institutions. By 30.06.2006, the experts included in the Third National Monitoring have made inspections in 30 of all 41 specialized institutions.

On the basis of the monitoring and complex inspections carried out, analyses and assessments of the condition in the specialized institutions as well as plans for their development have been prepared. The implementation of these plans is related to restructuring and decrease of the currently functioning contemporary specialized institutions.

In 2006 the top priority is the provision of Personal or Social Assistants for people with disabilities who are leaving the specialized institutions and will live in a family environment. The number of the personal assistants by 31.05.2006 is 12 262. 

In regard to the strengthening of the process of reforming the specialized institutions and establishment of a net of community-based social services, the Agency for Social Assistance has undertaken and started the implementation of the following urgent measures:

· Actions are taken to decrease the capacity of 8 Homes for elderly people with disabilities, as the accommodation in these institutions has already been suspended. In this regard contacts have been made with local authorities on starting the procedure on capacity reduction of the eight specialized institutions. 

· Work has started on the preparation for opening of 3 new Day Care Centers for elderly people with disabilities, as with an Order of the Executive Director of the Agency for Social Assistance since 01.06.2006 the Day Care Center for elderly people in the town of Razlog has been already opened.

· With the financial support of Social Assistance Fund to MLSP the following new services will be provided:

· 18 234 BGN for finishing the establishment of a Sheltered Home for 8 elderly people with mental disability in Malko Sharkovo village, municipality of Boliarovo

· 40 225 BGN for establishment of a Center for Social Rehabilitation and Integration of people with disabilities in Piahovo village, municipality Slivo pole, Russe region

· 124 000 BGN for design and building construction activities of 2 of the buildings of the Home for elderly people with mental disabilities, which are transformed in 2 Sheltered Homes in the town of Batak.

· 49 998 BGN for the establishment of a Day Care Center for elderly people and people with disabilities in the municipality of Pravetz. 

· 6 specialized institutions have received a priority financial support for improvement of the living conditions. The amount of the financial support is 5 000 000 BGN, approved by the Council for European Integration on 25.05.2006 year. The funds are envisaged in the state budget for the special purpose of addressing the areas of serious concern, which require urgent action and areas requiring increased efforts. The approved funds will 

· Home for elderly people with mental disabilities – village of Trystika, municipality of Popovo – 800 000 BGN - construction activities of two sheltered homes and relocation of the Home to the village in Medovina;

· Home for elderly people with psychic disorders – village of Petkovo, municipality of Smolyan – 1 800 000 BGN – finishing the construction works of the new building;

· Home for elderly people with mental disabilities - village of Goren Chiflik, municipality of Dolni Chiflik, region of Varna – 198 280 BGN - for the establishment of sheltered living spaces in the Home;

· Home for elderly people with mental disabilities – area “Chuchurkata”, municipality of Lom – 390 000 BGN – for construction of a new Home;

· Home for elderly people with mental disabilities – village of Rusokastro, municipality of Kameno – 311 720 BGN – for the construction of a heating installation;

· Home for elderly with mental disabilities– town of Batak, region of Pazarjik – 800 000 BGN – for the establishment of three sheltered homes and closing of the institution 

During the last months is achieved an essential progress in the improvement of the life conditions in the establishments for people with disabilities.

· Improved are the living conditions in two state psychiatric hospitals (SPH) – Novi Iskar and Patalenica. SPH – Patalenica is finally moved into new reconstructed building in the city of Pazardjic, which has been reconstructed with financing by Ministry of Health

· An investment project “Reconstruction activities at SPH-Novi Iskar” amounting 200 000 BGN, financed by the Republican budget for 2006 is approved.

By June 2006 new alternative social services of the institutional care have been launched in 5 day care centers for elderly people.

In June have started the activities of two working groups with the participation of representatives of MoH and MLSP. The working groups are determined by Orders of the Minister of Health with No RD 09-308 and No RD 09-307. The aim of the WGs is to fulfill the tasks of the Framework Agreement for Cooperation between MH and MLSP in the field of mental health by elaborating:

· methodic instructions for providing services to persons with mental disabilities;

· methodic instructions for working in conditions of multi-specialty team;

· methodic instruction for clinical and psycho-social evaluation of persons applying for accomodation in protected home;

· procedure for introduction and preparation to living conditions in protected home of persons from the specialized establishments;

· methodic instructions for the basic programs for psycho-social rehabilitation at the daytime centers;

· programs for psycho-social rehabilitation that includes development of skills for independent way of life and labor skills;

· plan for applying cooperation for qualification of medical specialists in establishments providing social services to people with mental disabilities and widening the possibilities for social inclusion by development of new types of services in the community that will insure more quality care and normal living.

The methodological guidelines, programmes and plans will be provided for practical implementation in the MLSP system as well as they will be implemented at the appropriate levels in the Ministry of Health system.

Reform in the field of Child Protection

In regard to the strengthening of the process of reforming the specialized institutions and establishment of a net of community-based social services, the Agency for Social Assistance has undertaken and started the implementation of the following urgent measures:

· The process of closing down of 2 Social Care Homes for youths with mental disabilities has started. The Social Care Homes are in the town of Pazardjik (capacity of 50 places) and in the town of Berkovitza, Montana region (capacity of 90 places). Forthcoming is the implementation of a current assessment of the accommodated children in the home focused at taking decision for a measure for protection, including reintegration, accommodation in a family of relatives or in a foster family. The accommodation of children in those institutions has stopped. 

· Already started the process of decreasing the capacity of 2 Social Care Homes for children and youths with mental disabilities will be decreased. The first one is in Petrovo village, municipality of Sandanski, Blagoevgrad region. The capacity of this Home of 110 places will be decreased to 90 places. The capacity of the Home in Mogilino village, municipality of Dve mogili, Russe region from 100 places will be decreased to 70 places.

· The process for restructuring and reforming of 2 institutions for children with disabilities in Vassil Drumev village, municipality of Choumen and in Pertovo village, municipality of Sandanski, Blagoevgrad region has also already started. 

· Actions are taken that 4 Day Care Centers for children and youths with disabilities will be opened. By an Order of the Executive Director of the Agency for Social Assistance the provision of the following services has started:

· Day Care Center for children and youths with disabilities in the town of Simitli, region of Blagoevgrad, on 01.06.2006 and with a capacity of 24 places and staff of 8 persons. Construction-repair works have been done with financial resources under the Beautiful Bulgaria Project to the amount of 25 000 BGN, and 25 000 BGN have been provided by the municipality. 

· On 15.06.2006 officially it has been opened Day Care Center for children and youths with disabilities in the town of Peshtera. The capacity of the center is 36 persons, at the moment it is being attended by 28 children. The building facility has been provided by the municipality of Peshtera. The repair activities have been financed by municipality, Bulgarian Association for People with Intellectual Disabilities and by an Irish NGO. The working staff consists of 13 persons. Jointly with the Social Assistance Directorate in the town of Peshtera have been elaborated individual plans for work with each child for the successful social integration. 

Social Assistance Fund to the Ministry of Labour and Social Policy has granted:
· 51 091 BGN for the establishment of a Crisis Center for children, victims of traffic in municipality of Pazarjik;

· 38 047 BGN for the establishment of a Crisis Center for children, victims of traffic in the town of Veliko Turnovo, jointly with the International Social service.

Besides the 6 specialized institutions which have already been mentioned above, the Home for children and youths with mental disabilities – village of Mihalci, municipality of Pavlikeni, region of Veliko Turnovo – have received a priority financial support of  600 000 BGN for repair and reconstruction of the buildings. 

As of 01.07.2006 nine complexes for social services have been opened, four of them include Center for public support, unit “Mother and Child” and Center for work with the children on the street, other 4 include Center for public support and unit “Mother and Child”, and 1 includes 1 Center for public support and Center for work with the children on the street. 

Establishments for medical and social care for children (EMSCC) within the Ministry of Health system

Steps are taken for opening of new alternatives to the institutional forms for taking care of children, families and community:

· on 1 June 2006, have started the activities of the “Daily center for rehabilitation of children with neurological diseases and diseases of the supporting motor system” with 8 beds at EMSCC – town of Vratsa.

· On 1 of August 2006 it is planned to start working a “Daytime care center for children at risk” at EMSCC – Shiroka laka – city of Smoljan. 

· On 30 of June 2006 has started its work the Daytime center for rehabilitation – “Daily care for children up to 6 years of age” at EMSCC – town of Vidin

· On 3 of July 2006 started working Daily center for children with Disabilities and heavy chronic diseases with 10 beds at EMSCC – Pazardjik. 5 children with disabilities have already been directed there by “Child protection” Department from the Directorates for Social Support (DSP).

An inter-institutional working group has been by order No RD 09-944/2006 of the Minister of Health which will prepare a report on the conditions and an order for decentralization of 6 EMSCC. The decentralization of the establishments will enable the municipalities to act more efficiently on prevention of abandonment, on reintegration and on development of community based alternative services in accordance with its needs.

Homes for Raising and Upbreeding of Children Deprived of Parental Care (HRUCDP) and Special Schools within the System of the Ministry of Education and Science

In accordance with Order RD-09-11/10.01.2006 of the Minister of Education and Science a working group has elaborated a proposal for amendment of the Law on Education for decentralization of HRUCDP.

In accordance with Order RD-09-11/10.01.2006 of the Minister of Education and Science a working group has elaborated a proposal for optimization of the network of the HRUCDP.

On 15.06.2006, 26.06.2006 and 30.06.2006 the Minister of Education and Science issued orders for closing down of 14 HRUCDP.

· Home for Raising and Upbreeding of Children Deprived of Parental Care “Ljuliache” – Leshnitza village, Lovech region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care “Zdravetz” -  Leshnitza village, Lovech region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care “Zdravetz” – Stoikite village, Smoyan region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care “Gorski Kut” – Georgi Damianovo village, Montana region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care “Sava Filaretov” – Zeravna village, Sliven region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care “Vaptzrov” – Slatina village, Kjustendil region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care “Jordan Radichkov” – Gavril Genovo village, Montana region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care “Nadejda” – Orehovo village, Smolyan region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care “Dicho Petrov” – town of Chepelare, Smolyan region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care – Gutzal village, Sofia region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care – Skobelevo village, Haskovo region;

· Home for Raising and Upbreeding of Children Deprived of Parental Care – Slavjanovo village, Haskovo region.

In accordance with Order RD-09-93/10.02.2006 of the Minister of Education and Science an inspection was carried out in all special schools in the country. As a result of the inspection orders of the Minister of Education and Science from 30.06.2006 have been issued (Prom. SG, issue 44 of 30.05.2006) for the closing down of the following 9 special schools:

- Special school “Stoyan Zaimov” – town of Chirpan, Stara Zagora region;

· Special school-boarding house “Sveti Paisii Hilendarski” – Vetren village, Stara Zagora region;

· Special school-boarding house “Sveti Sveti Kiril i Metodi” – Radotina village, Sofia region;

· Special school “Neofit Rilsky” – Chokmanovo village, Smolyan region;

· Special school-boarding house “Vasil Levsky” – Lozno village, Kjustendil region;

· Special school-boarding house “Vasil Levsky” – Mindja village, Veliko Tarnovo region;

· Special school – town of Dimitrovgrad, Haskovo region;

· Special school- semi-boarding house  – Slavjanovo village, Haskovo region;

· Special school-boarding house – Gabrovtzi village, Veliko Tarnovo region.

Orders of the Minister of Education and Science for closing down of 4 special schools for children with special educational needs and/or with chronicle diseases:

· Logopedical school-boarding house “Vasil Levsky” – Viden village, Stara Zagora region;

· Logopedical school-boarding house “Ivan Vazov” – town of Aitos, Bourgas region;

· 80-th primary hospital-school “Stoyan Pandurov” – Poroishte village, Razgrad region.

Children from the closed schools are redirected for the complex pedagogic assessment in the regional education inspectorates for integrated education in general and professional schools after due assessment of their educational needs in compliance with Ministry of Education and Science policy for equal access to education and integration of children with disabilities in the general schools environment with the relevant support by resource teachers and other specialists.

A Draft Order of the Minister of Education and Science on the establishment of 24 resource centers is in a process of preparation – Rules on implementation of the Law on Education including teams of specialists who support the integration of children and pupils with special educational needs in general school environment. A Draft of Rules on Structure and Activities of the resource centres and a Draft Job Description of the position “Director” of a resource centre has been elaborated.

A Draft Order of the Minister of Education and Science on the activities of the Regional Inspectorates for Education (RIEs) related to the integration of children with disabilities has been elaborated. Data collection on the needs of children with disabilities at regional level was carried-out. 

Funds for the adaptation of the architectural environment have been allocated from the state budget (1 million BGN), following the Decision of the Council for European Integration (CEI) dated 25.05.2006. A Time-schedule of the activities has been worked out.

200 000 BGN from the funds mentioned above are allocated to the training of about 500 teachers from the general schools and resources teachers for work with children with various disabilities integrated in the general school environment.

PUBLIC HEALTH

Communicable diseases

Conclusion/ recommendation of EC: 

The surveillance system for communicable diseases needs further enhancement and continued investment in laboratory capacity and IT equipment. 

	State of Play:


In implementation of National Plan for consolidation of the surveillance system for the communicable diseases for the period 2004-2007 has been created and has started to function a system for exchange of information about strains with epidemiological importance, including 150 laboratories in the country, which regularly give information on magnetic carrier. A procedure has started under PHARE program called “Consolidation of the communicable diseases system” for delivery of computer equipment that will allow an information exchange via internet.  

Currently, Bulgaria is an active participant in the European nets for surveillance of HIV/AIDS, Legionellosa, antibiotic resistance and intra-hospital infections and in different projects of EU (current and oncoming) – EUVAC.NET, EUROHEP.NET, EPISOUTH, Eurosurveillance. 

	Progress since 28  April 2006


· Administrative Capacity

The implementation of Program for specialized training on operative epidemiology and usage of new informational technologies of the epidemiologists of RIPCPH (Regional Inspections for Protection and Control of Public Health) continues at all levels. Up to now are trained 25 Directors of Directorates. In the second half of 2006 in the training will be included other medical structures as well.

· Other Relevant Developments

For the strengthening of the system for surveillance of the communicable diseases, MH has started a project “Consolidation of the national system for surveillance of the communicable diseases” at the end of May 2006. The project includes continuous building of the national system in the field of surveillance and early warning, improvement of the laboratory possibilities and training of experts from RIPCPH, performing surveillance over the communicable diseases. The main target of the Project is to insure integration of the national system for surveillance of the communicable diseases with the European surveillance systems by adopting he European legislation and consolidation of the administrative capacity of all involved in the surveillance Bulgarian institutions. Three seminars have been performed from 26 to 30 of June with approximately 80 participants concerning the practical realization of the separate components of the project.

Blood and blood products

Conclusion/ recommendation of EC: 

The acquis on blood and blood components and tissues and cells has yet to be fully transposed, in particular concerning the quality and safety standards for human blood and blood components, traceability requirements and notification of serious reactions and events and the Community standards and specifications relating to a quality system for blood establishments. 

Further alignment of the law on transplantation of organs, tissues and cells is also awaited. 

	State of Play:


The Bulgarian legislation is aligned with the requirements and achievements of the EU legislation in the field of blood, tissues and cells. The legislation includes: Law on Health, Law on Blood, Blood Donation and Blood Transfusion and the Law on Transplantations of Organs, Tissues and Cells.

Administrative capacity is developed with the capability for application of acquis. The Executive Drug Agency performs activities of control and inspection of the structures dealing with blood and blood components. Executive Agency on Transplantations performs activities of promotion, inspection and control over transplantations.

The legislation is enforced effectively and according to the laws in the field of blood and blood products in 2005 have been made 6 inspections and respective sanctions enforced. Already functioning is a reliable system for tracing of tissues and cells of human origin, as well as for announcement, registration and inspection in cases of determined adverse reactions.

A net of 5 centers of transfusion hematology has been created with functions in promoting blood donation, collection, diagnostics, processing and keeping of blood and blood components. Modern equipment and methods of work has been introduced to ensure high quality and safety of the blood and the blood components.   

In the system of healthcare are functioning 45 healthcare establishments, which perform activities on taking, transplantation, and/or processing of organs, tissues and cells and 2 tissue banks, equipped with the necessary equipment and technologies for taking, processing, keeping and transplantation of organs and cells, as well as for ensuring their quality and safety.

	Progress since 28 April 2006


· Adopted Secondary Legislation

With Ordinance 9/25.04 of the Minister of Health was adopted the Medical Standard on Transfusion Hematology for work with blood and blood components. The Medical Standard on Transfusion Hematology for work with blood, blood components aligns Bulgarian legislation with the provisions of Directive 2005/61/EC as regards traceability requirements and notification of serious adverse reactions and events and Directive 2005/62/EC as regards Community standards and specifications relating to a quality system for blood establishments.

· Administrative Capacity

The total number of employees of the Executive Drug Agency is 135 persons as in the existing Directorate “Biological products” are created the structures “Medical products of biological origin” (6 employees) and “Microbiological and biological analysis of products” (5 employees). The functions of the “Biological products” Directorate include performing of chemical pharmaceutical expertise for evaluation and control of the quality and safety before permit to use of medical products of biological and biotechnological origin, of medical products made by human plasma and of in-vitro diagnostic medical products.

The budget financing is increased by 10 %. In order to achieve better transparency during performing of the activities of Executive Drug Agency (EDA), on the web page of the agency is published an e-mail address for information and signals for corruption in EDA: anticoruption@bda.bg.          

At the Executive Agency on Transplantations are working 36 specialists and the budget is increased by 3%.

Restructuring of the National Center on transfusion hematology (main structure for collection, diagnostics, processing and storage of blood and blood compounds) is under way in order to improve the efficiency of work and ensuring higher blood quality. 

· Enforcement Record 

Since 28 April 2006 the Executive Agency for Transplantations has made two inspections; in one of the cases there is a provision for the offence and the penalty enactment is pending. Specific recommendations for corrective measures have been made in the second case.

· Other Relevant Developments

On 18 of March 2006, the Council of Ministers has adopted the Law on amendment of the Law on Blood, Blood donation and Blood transfusion that implements the requirements of Directive 2002/98/EU concerning the quality and safety of the blood and the blood compounds. A “competent body” was created out of the structure of MH for performance of inspections in the healthcare establishments that act under this Law. With the modifications these functions will be implemented by the Executive Drug Agency. On 06.07.2006 the draft has been adopted on first reading in the National Assembly and it is expected its final adoption by the end of July. (TBC)

On 14 of June the Council of Ministers has adopted the Law on Amendment of the Law on transplantation of organs, tissues and cells. The draft has been aligned with Directive 2004/23/EC of the European Parliament and with the European Council of 31 of March 2005 for establishment of standards for quality and safety of the donation, insurance, expertise, keeping and distribution of human tissues and cells. In order of aligning the Law with the Directive a number of texts are added for regulating of the requirements for quality and safety of tissues and cells with human origin, as well as for effective control of these medical activities. The procedure for financing of the activities on taking and transplantation of organs and payment of the supporting treatment during the post transplantation period is also regulated. Additional requirements for determination of the procedures for receiving of permit from living donor are developed. 

Chapter 14 “Energy”

Conclusion/ recommendation of EC: 

Limited progress has been made on competitiveness and the internal energy market. Increased efforts and swift action are now needed in order to complete the opening of the electricity and gas markets before accession.

State of play:

Liberalization of the electricity market

By May 2006, 15 of the largest industrial consumers with annual consumption more than 40 GWh have switched their electricity supplier and make contracts at freely negotiated prices. The consumption of these customers represents 53% of the consumption of all consumers having right to access the networks.  

All the necessary steps are undertaken for securing legal and technical prerequisites for complete market liberalization as from 01.07.2007. 

Liberalization of the natural gas market

The legal opening of the natural gas market is some 80%. By May 2006, one big industrial consumer from the chemical industry buys domestically produced natural gas from a natural gas seller. The volumes bought under the contract between this eligible consumer and the trader represent about 2% of the total natural gas consumption in the country.

The lower percentage of the actual unbundling is due to the single source of supply at present – the Russian Federation, and the concluded long-term contract, as well as the limited possibilities for access to the gas pipelines outside the Bulgarian borders and the small volumes, produced on the national territory.

Progress since 28 April 2006:

· Enforcement record:

Decision No. TE-009/22.06.2006 of the State Energy and Water Regulatory Commission determines (as from 01.07.2006) the availability and technical parameters for electricity generation, according to which each producer can conclude transactions with eligible customers, traders of electricity and other producers under the conditions of the rules for trade in electricity in the second half of 2006.

This Decision enables consumers with annual consumption of electricity for the previous calendar year not less than 9GWh, who are eligible customers for the period 01.07.2006 – 31.12.2006 according to the Rules on the conditions and order for access to the electricity transmission and distribution networks (art.7 par. 1), to conclude transactions at freely negotiated prices. With the reduction of the annual consumption threshold, the volume of electricity traded on the liberalized market is expected to grow from 270 000 MWh per month to 380 000 MWh per month by the end of 2006.

· Other Relevant Developments

The Law on Amendment of the Energy Law was approved by the Council of Ministers, by the Parliamentary Energy Committee and passed first reading in the Parliament. The Draft Law on Amendment of the Energy Law provides full harmonization with the European energy legislation and smooth transition towards full liberalization of the energy market.

On the basis of the above, the respective amendments of the secondary energy legislation are under preparation. That includes the Ordinance on licensing the activities in the energy sector, the Rules on trade with electricity, the Rules on the electricity system management and the Rules on measuring the electricity quantities, which regulate the procedure of registering trade participants, announcing and registering hourly supply schedules under all transactions, uniting the participants into balancing groups, measuring and settlement of the non-balances under the conditions of a 100% liberalized market.

In order to ensure the technical prerequisites for the electricity market opening, the following steps were taken:

· Electrometers for hourly reading of the generated/consumed electricity and a System for remote reading of indications as a necessary pre-condition for data processing in relation to the market operation were installed at all points of energy exchange between transmission and distribution networks as well as by large consumers on distribution network level.

· The smaller consumers and their opportunities to participate in the market will be guaranteed as from 01.01.2007 by the introduction of a system for load profiles and levelling of the invoiced and actual imbalances on a yearly basis.

· The necessary software for the information processing in relation to the market operation will be secured through a PHARE project ”Creation of operating specialized information and technical means (software and hardware) for TSO in relation to the administration of a competitive electricity market”. The contract assignment will be made until 16 July 2006 according to the project fiche. 

The measures taken guarantee the full preparedness of NEK in its capacity of Electricity system operator to grant access to the network to a third party; to register the transactions on national level and by the inter-system exchange as well (after 01.01.2007); to receive the data from the measuring systems of the Transmission enterprise and the Distribution enterprises; to administer the balancing energy market and to carry out the necessary settlement according to the rules governing the liberalized markets’ operation.

For the purpose of guaranteeing the security and diversification of supplies and connecting the Bulgarian gas transmission system to the EU internal gas market, actions are being undertaken for finding alternative sources of gas deliveries to the country, the region of South-Eastern Europe (the Energy Community) and the European Union:

· The main possibility for diversification of the gas deliveries to Bulgaria is the implementation of the Nabucco gas pipeline project, which is among the priority ones for the EU and which would provide the access of Bulgaria and EU to the significant gas resources of the Caspian region and the Middle East thus decreasing the dependency from the single supplier.

· Furthermore, a project for construction of a regional (for SEE) regasification terminal for liquefied natural gas on the Bulgarian Black Sea coast is being considered, which is to guarantee the security and diversification of gas supplies to Bulgaria and the countries participating in the Energy Community.

· Another possibility being considered is the construction of an interconnection between the Romanian and Bulgarian gas transmission systems, which will provide a possibility for swap gas deals with producing countries from North Europe.

EC Finding/ Recommendation: 

The implementation of the elaborated plans should lead to the unbundling of Bulgargaz before accession.

State of Play

Bulgargaz EAD registers significant progress and firm commitment to strictly implement the activities planned in the detailed Work Program for restructuring of the company, which provides for particular steps, terms and responsible officials. All the required approvals and permissions from the state institutions and authorities concerned are available and Bulgargaz EAD has already initiated actions towards the actual unbundling of the activities including steps for legal establishment of the new companies within the Holding. 

The Ministry of Economy and Energy exercises a weekly monitoring on the restructuring process. Having in mind the strict adherence to the schedule, the model of restructuring, which is in full compliance with the requirements of the European and Bulgarian Energy legislation, will be successfully implemented by the end of 2006. 

Progress since April 28, 2006 

Bulgargaz EAD (checklist):

· The approvals of the competent state institutions and authorities (Privatization Agency, State Energy and Water Regulatory Commission, Commission for Protection of Competition) for the company restructuring execution were obtained.

· A notification of the forthcoming restructuring has been sent to the National Revenue Agency and the taxation authorities.

· The functional characteristics of each of the companies: Bulgargaz Holding, Bulgartransgaz (TSO) and Bulgargaz (Public Supplier), were defined.

· The contracts concerning financial-economic relations regarding trade, storage, transit and transmission of natural gas as well as telecommunication services, etc. connected with services relations between the Public supplier, the combined operator and the mother company, are under discussion.

· Analyses of the financial and accounting aspects of the restructuring are under preparation. 

· Financial scheme for cash flow movement in the new structure and particular positioning of the Holding company in the scheme is under preparation.

· First analyses of the Information and Communication System of the Holding company and the respective structural units were elaborated with regard to the new needs of the mother company and the daughter companies after the restructuring. 

· A draft concerning the content and the volume of the information to be exchanged between the Combined Operator Bulgartransgaz EAD and the Public Supplier Bulgargaz EAD was elaborated. 

· Preliminary assessment of the human resources, which will be in charge of the defined analytical activities in the future companies, is in progress.

· Activities on providing offices for the restructured company are carried out in order to achieve the required administrative and functional independence.

· Other Relevant Developments

A model for restructuring of NEK EAD was elaborated and a schedule approved, according to which the process of restructuring of NEK EAD will be completed until the end of 2006. Progress since April 28, 2006 (NEK EAD - checklist):

· A scheme of the relations between the new structural units is being worked out, on the grounds of which the respective responsibilities will be defined, with the functional features of NEK EAD and the Electricity system operator EAD (ESO EAD) being specified. The draft paper for specifying the relations between NEK EAD and the ESO EAD was elaborated.

· A model for the relations between NEK EAD and ESO EAD is being prepared in reference with the Contract for assets utilization.  

· The company is preparing a list of assets, which will be an object of in-kind contribution for the purpose of establishing ESO EAD.

· The accounting policy in the system for current and periodical reporting is being updated in compliance with the Draft Law on Amendment of the Energy Law.

· Drafts of labour contracts and other documents related to the labour legislation are being prepared in compliance with the Labour Code. 

· The Trade Unions were acquainted with the model of company restructuring and the way of arranging the labour and legal relations within the restructured company.

· A Draft Energy Balance of the transmission system is under preparation.


COAL MINING SECTOR

EC Finding/ Recommendation: 

in the solid fuel sector Bulgaria has to ensure that state intervention is in line with the acquis. Preparations in this area need to be stepped up

State of Play

The structural reform of the coal-mining sector began in the early 1998 with the separation of the extrinsic activities (motor depots and repair enterprises) and their establishment as independent companies; liquidation of loss-making units and elaboration of programmes for financial recovery of the particular coal-mining companies. 

In pursuance of the “Programme for restructuring of the coal-mining sector companies, privatization, financial recovery and closure of inefficient coal-mining capacities”, (developed and adopted in 2004), the production activity of the irreversibly loss-making coal-mining companies is terminated and the privatization of the viable ones is accomplished. 

24 coal-mining companies are operating at present. 10 of them are 100% owned by the State and 14 are private companies. Two of the state-owned companies produce coal – Maritsa East Mines EAD and Bobov dol Mines EAD. Eight state-owned companies carry out activities on abandoning and making the mine objects safe as well as reclamation of the environment. 

In compliance with the commitments undertaken, since 2005 no state aid has been granted for covering production losses. In 2006 and henceforth state aid would be granted only for the purpose of abandoning and making mines safe as well as for reclamation of the environment with a view to the protection of population and nature in the areas where mining activity was terminated and in compliance with the state aid legislation, which is entirely harmonized with the EU legislation.

The EU rules for granting state aid to coal-mining companies, which fall within the scope of Regulation 1407/2002, were introduced in the Bulgarian legislation with the Rules on the Application of the Law on State Aid – RALSA (SG No.59/2004), Annex 16. To this end, official analyses have been carried out and the coal of all coal-mining companies (operating or in liquidation), which received state aid, were classified as “A” or “B” pursuant to the International Classification of Coal Seams.

The Ministry of Economy and Energy notifies ex-ante the Commission on Protection of Competition every year of the state aid envisaged to be granted, in compliance with the Law on State Aid and RALSA. The admissibility assessment is made for each particular case. 

Progress since 28 April 2006

· Enforcement record

The total amount of the state aid for the coal-mining sector envisaged under the Law on the State Budget, according to Council of Ministers’ Decree (CMD) No.14 of 31 January 2006, is 5 000 thousand Euro. All these funds are destined for implementation of programmes for abandonment and making mines safe as well as for reclamation of the environment. 

The intention of the Minister of economy and energy to grant state aid to 9 coal-mining companies performing such closure activities has been notified to the Commission on Protection of Competition (CPC). At its meetings held on 29.06.2006, 06.07.2006 and 13.07.2006, the CPC has considered the notifications and has stated positive decisions on the admissibility of the state aid. 

NUCLEAR ENERGY

	Finding/recommendation of the European Commission:

Regarding Bulgaria’s commitments to early closure of units 1 to 4 of the Kozloduy nuclear power plant, as enshrined in the Act of Accession, Bulgaria has not yet taken the necessary steps to ensure irreversible dismantling of units 1 and 2, which were shut down in 2002. It has also not yet taken tangible operational and administrative action to secure the definitive closure of units 3 and 4 in 2006 and to guarantee their subsequent decommissioning, thereby allowing appropriate use of the available EU funds. There is no full compliance yet with the Euratom Treaty requirements and procedures. Preparations in this area need to be significantly improved.
In the area of nuclear energy and nuclear safety, the situation has deteriorated with regard to the decommissioning process. Increased efforts and swift action are now needed to guarantee the irreversible closure of units 1 to 4 of the Kozloduy nuclear power plant.


State of Play

The Bulgarian side has undertaken urgent steps aimed at the fulfilment of the commitments for early decommissioning of units 1 to 4 of the Kozloduy NPP. Well-structured operational arrangements have been put in place, including a set of concrete measures, time-tables for their finalization and institutions and individuals responsible for implementation. 

With the significant support from the EBRD the Strategy for the Decommissioning of Units 1-4 at Kozloduy NPP was finalised and subsequently adopted. 

Progress since 28 April 2006

Regarding the strategy on the decommissioning of units at Kozloduy NPP

Kozloduy NPP adopted the updated decommissioning strategy for units 1-4 on 21 June 2006.

Version C of the updated strategy for the decommissioning of units 1-4 of Kozloduy NPP was firstly reviewed by the Council on Safety of Electricity production-1. It was adopted with a number of critical remarks. A special working group was set up to amend the strategy in close cooperation with the consultants. As a result, a joint opinion on the final version of the strategy was drawn up by the Kozloduy NPP working group and KPMU. 

Regarding the construction of a dry storage facility for spent nuclear fuel and a plan compensating for the project delay

Dynamic actions have been performed with regard to overcoming the delay of the project for the construction of a dry storage facility for spent nuclear fuel. A plan to compensate the project delay has been drawn up and agreed upon with the contractor RWE NUKEM/GNB- Germany (the contractor).     

Two meetings on working level with the contractor took place on 14 June 2006. The controversial issues related to the implementation of the project on the safety of the facility were discussed and agreed upon. 

On 27 June 2006 the contractor presented the updated time-table for the construction and commissioning of the Dry Storage Facility, which sticks to the deadline envisaged by the Contract (09.01.2009). By that date the first 10 containers for spent nuclear fuel storage will be delivered to the NPP and the remaining 24 containers are expected to be delivered by 26 August 2009. 

Kozloduy NPP committed itself to edit the Technical Project and the Interim Report on Safety Analysis by the end of July 2006, and to conduct consultations with the Nuclear Regulatory Agency on the acceleration of the procedure for the permit issuance. Having the permit issued by the end of 2006 the Dry Storage can be put into operation at the beginning of 2009 (as specified in the Contract). 

Pursuant to the Contract with RWE NUKEM/GNB and to the requirements of the national legislation an Environmental Impact Assessment of the Dry Storage Facility for Spent Nuclear Fuel had been carried out and a copy of the report was sent to the relevant authorities to initiate a public discussion. The latter is envisaged to take place in August 2006 in the town of Kozloduy.   
Regarding the permit from the Nuclear Regulatory Agency (NRA) for carrying out alterations leading to a change in constructions, systems and equipment of Units 1 and 2 of Kozloduy NPP (dismantling of equipment which is not related to the safe storage of spent nuclear fuel at reactor pools)

Actions have been performed in preparation for the application for a permit from the Nuclear Regulatory Agency for the dismantling of a portion of the equipment at units 1 and 2.  

Consultations with the Nuclear Regulatory Agency have been conducted on the measures which should be implemented with regard to amend the licenses for the operation of units 1 and 2 in a condition of zero power, leading to a modification of constructions, systems and equipment aimed at carrying out the dismantling. Based on a Technical project for the decommissioning of units 1 and 2, a detailed list of the systems, which are not related to the safe storage of spent nuclear fuel at a spent fuel pool for units 1 and 2, has been elaborated. The activities related to the preliminary radiological assessment of the equipment are ongoing.         

Regarding the alteration of the operation licenses for Units 3 and 4 issued by NRA due to new circumstances related to the closure of the units by virtue of an international treaty. The amended licenses shall enable the licensee to use the facilities of the units for storage of radiated and spent nuclear fuel in the absence of fuel in the active zone of the reactor.

On the basis of a review of the documents presented for the issuance of similar licenses for units 1 and 2, the documents which had to be prepared for the submission of a request for alteration of the operation licenses for units 3 and 4 were identified.    

The elaboration of the following items started immediately: 

· Justification of safety regarding the actual state of the unit in operational regime E-storage of radiated and spent fuel;

· Justification of the time period comprising the modification of the licenses in accordance with the updated strategy for the decommissioning of units 1-4;

· Supplement to the technological regulations concerning the operation of the units in regime E

The first drafts of the supplements to the technological regulations were finalised on 16 June 2006.  
As a result of the intensive preparatory work, on 29 June 2006 Kozloduy NPP succeeded to submit an application to the NRA for the alteration of the licenses which would allow for utilization in regime “E”- storage of radiated and spent nuclear fuel in the reactor pools of units 3 and 4.  

Regarding the requirements and the procedures of the Euratom Treaty

A detailed analysis has been prepared of all Euratom Treaty texts which impose the undertaking of actions by the Bulgarian side in order to fulfil the commitments arising from the entry into force of the Treaty with respect to Bulgaria following the EU accession. The responsible institutions and companies have been identified, which have to notify the European Commission, within the respective time limits set forth upon accession, of  the adoption of national legislative and administrative acts in the area of the protection against dangers arising from ionizing radiation, of the basic technical characteristics of nuclear facilities, submit the required information regarding plans for disposal of radioactive materials, projects for setting up joint enterprises, draft agreements or contracts with third countries according to art. 103 or already concluded ones according to art.105 of the Euratom Treaty, as well as all the other cases of mandatory notification.  An analysis has been made of the concluded international agreements in the field of the safe use of nuclear energy. 

As regards the nuclear safeguards and Chapter VII of the Euratom Treaty, whose requirements are developed in Regulation 302/2005, it has to be taken into account that they are being met even at the present moment since the Regulation provisions are transposed into a sub-law act. The practical actions that are to be taken for successful implementation of the safeguards have also been coordinated. 

All envisaged sub-law acts implementing the Law on safe use of nuclear energy (LSUNE) are adopted. The process of transposing all directives in the field of medical exposure has also been completed. The result is that the effective directives in the area of safety and radiation protection are introduced into the national legislation through the Law on health and the LSUNE and the respective sub-law acts. 

Along these lines, Bulgaria has made the necessary preliminary preparation for securing the fulfilment of the commitments and procedures under the Euratom Treaty.

Chapter 15 “Industrial policy” 

Conclusion/ recommendation of EC: The privatisation and restructuring process has continued in Bulgaria, albeit at a slower pace than planned. Privatisation is almost complete but the process has slowed down significantly recently with few privatisation measures actually terminated.

The privatisation process is still not sufficiently transparent…

State of Play:

The privatization process in Bulgaria is coming to its end. As of today the predominant part of the state owned enterprises from the main branches of the economy has been privatized and the scope of the companies with state participation, that are subject to privatisation has been considerably decreased. The total amount of the privatized long term assets amounts to 90.54 % from the assets, subject to privatisation (BGN 383 mln according to their balance sheet value as of 31.12.1995).

The Privatisation Agency is dealing with 54 commercial companies, where the state is the majority shareholder. On the Bulgarian Stock Exchange minority packages of shares/stakes from commercial companies have been offered for sale through centralized public auctions, as well as through non attended public auctions on a regular basis. A slight interest in such sales has been observed, due to the fact that the offered packages of shares/stakes are under 30 % of the capital (about 170 in number), including 115 packages under 5 %. Nevertheless, since the beginning of 2006 52 minority packages of shares/stakes have been sold entirely. At present restitution claims for minority packages in 230 commercial companies have been raised. 

In compliance with the adopted working plan of the Privatisation Agency, the following privatisation projects are considered as priority in 2006: Bulgaria Air EAD, Sofia; Bulgarian Maritime Shipping EAD, Varna; District Heating Companies in Plovdiv, Shumen, Sliven, Varna, Russe; TPP Varna EAD (the agreement is signed on 04.05.2005), TPP Bobov dol EAD; Bulgarian River Navigation AD, Russe; Energoinvestengineering EOOD, Sofia (the agreement is signed on 09.05.2006); Balkancar-Dunav AD, Lom and Balkancar-Sredetz AD, Sofia.

The Privatization Agency announced a two-stage public open tender for the sale of 30 159 shares, representing around 99, 99 % of the capital of Bulgaria Air EAD, Sofia. The closing date for purchase the tender documentation is 18.07.2006 and the deadline for submission of non-binding bids - 17.08.2006.

With reference to the privatisation of Bulgarian Maritime Shipping EAD, Varna a working group currently concludes the preparation of a new privatisation strategy for the company. Under Article 3, paragraph 7 of the Law on Privatisation and Post-privatisation Control the strategy should be adopted by the Council of Ministers and after that it should be submitted for approval by the National Assembly. 

The Privatisation Agency started the procedures for sale of the District Heating Companies in Plovdiv, Varna, Shumen, Russe and Sliven. The privatisation projects for   DHC Plovdiv EAD and DHC Varna EAD are in an advanced phase. The announcement of a new competition procedure for DHC Russe is forthcoming. The Privatisation Agency will put qualification criteria to the potential investors in order to attract strategic investors with expertise in the energy sector.

The main attention is focused on the privatisation of Bulgartabac Holding AD with the objective to finish the privatisation in 2006. The Strategy for restructuring and sale of the subsidiary joint-stock companies has been approved. At this stage there are four tobacco processing companies within the holding structure: Sofia – BT AD, Blagoevgrad – BT AD, Plovdiv – BT AD and Slantze-Stara Zagora – BT AD. Pleven – BT AD, which was restructured from cigarette producing company to tobacco processing one, remains in the holding structure as well. The Managing and Supervisory Boards have made the decision to offer for sale all tobacco processing companies in the holding structure, except Pleven-BT AD. The procedures for sale of the shareholding participation in Bulgartabac Holding AD are foreseen to be realised through public offering of shares, owned by the holding in its subsidiaries on the Bulgarian Stock Exchange and/or sale at public open tender. The sale of Plovdiv – Yuri Gagarin – BT AD is envisaged to be realised on the stock exchange. 

The Privatisation Agency conducts a policy of giving all information about the whole privatisation process to the public. The information is to serve the mass media, foreign missions, state bodies, as well as all interested persons. The privatisation deals are being carried out using the methods of public auction, public open tender and the trade system of the Bulgarian Stock Exchange AD – Sofia, assuring full transparency of the privatisation process.

Progress since 28 April 2006

After 28.04.2006 the Privatisation Agency carried out the sale of 48 packages of shares/stakes of the capital of commercial companies with state participation.

On 4 May 2006 the Privatisation Agency and CEZ a.s., Czech Republic signed the contract for privatisation of 100 % of the capital of TPP Varna EAD. The acquisition of shares took place in one stage. The buyer is obliged to increase the capital of the company by 16 % via the emission of new shares, amounting to EUR 100 mln. For 53 800 shares in TPP Varna EAD non cash payment was allowed. 

The sale of 100 % of the capital of Energoinvestengineering EAD, Sofia took place on 9 May 2006. The contract is signed between the Privatisation Agency and the District Heating Company – Vratza EAD, Vratza. 

On 29.06.2006 the Council of Ministers approved the draft privatisation contract of 70 % of the capital of Bulgarian River Navigation AD, Russe. The contract will be concluded with the Bulgarian Shipping Company EOOD, which is 100 % owned by Chimimport AD. The five year’ investment programme is for EUR 25 mln. The Buyer has committed itselt to increase the number of employees in the company from 571 to 731 persons up to 2010. The signing of the privatisation contract is forthcoming.

On 21.06.2006 five member’ panel of the Supreme Administrative Court by Decision No 6789 confirmed the Decision of the three member’ panel of the Supreme Administrative Court, dated 14.03.2005 regarding Thermal Power Plant Bobov dol EAD. The Privatisation Agency resumed the tender procedure choosing the Public Power Corporation AD, Greece (PPC a.s. Greece) for buyer of 100 % of the capital of Thermal Power Plant Bobov dol EAD. 

On 11.05.2006 the Privatisation Agency executed a public open auction for the sale of Water Power Plant Yakoruda, which represents a detached part of NEK EAD. Business BG Group Correct EOOD, Sofia won the auction, but it did not appear to sign the contract in the fixed time. The Privatisation Agency by Decision from 28.06.2006 invited the second ranked bidder – Recycling Bulgaria EOOD, Bourgas to sign the contract. 

The Privatisation Agency continues its active policy to offer packages of shares and stakes for sale on the Bulgarian Stock Exchange – Sofia AD. One centralized and one non attended public auction were realised. From 111 packages of shares and stakes, offered for sale, 43 were entirely sold. During this period of time the Privatisation Agency adopted two commercial offers (from Vincom AD, Pomorie and MAK AD, Gabrovo respectively) according to Article 149 of the Law on Public Offering of Securities and it carried out the sale of the share packages.

Conclusion/ recommendation of EC: 

…and problems with post-privatisation control persist…

State of Play: 

The Post-privatisation Control Agency (PCA) controls the implementation of commitments, undertaken by buyers under the provisions of the privatisation contracts on sale of shares and stakes and separate parts of the capital of commercial companies with over 50 per cent state ownership.  

As of 31 March 2006 the Post-privatisation Control Agency exercises control over 7157 privatisation deals, concluded by the Privatisation Agency according to the Law on Privatisation and Post-privatisation Control, as well as by the relevant bodies under the repealed Law on the Transformation and Privatisation of State-owned and Municipal Enterprises. 85 % of the total number of deals contains matured obligations. The post-privatisation control on that deals has been completed with findings. The PCA continues the implementation of post-privatisation control on 1074 privatisation deals.

As a result of the exercised post-privatisation control fulfilment and over-fulfilment of investment programmes in 82 % of the controlled contracts, as well as of employment obligations in 80 % of the controlled contracts have been observed for the period 1993 till now. 

In the period 1 January 2003 – 31 March 2006 the PCA has received cash and non-cash payments on the rescheduled portion of the price under the privatization contracts to the amount of BGN 140 668 245.

As of 31 March 2006 the prices of 355 deals under rescheduled payment arrangement of the purchase price have not been paid in, including 221 privatisation transactions where the buyers have persistently failed to meet the obligation and are in delay of 2 or more rescheduled instalments. 

1 353 claims for failures to perform the obligations under the privatization contracts have been raised, where 85 % of the lawsuits are initiated by the PCA for the three year period since its establishment. 

As of 31 March 2006 the number of pending cases to which the Post-privatisation Control Agency is a party is totalling to 821, including 790 in the capacity of claimant and 31 in the capacity of defendant. 

The tangible interest in the pending cases as of 31 March 2006, submitted by the PCA, is as follows: 

	Currency
	Principals
	Interests
	Total

	BGL
	467 555 276
	35 529 208
	503 084 484

	USD
	107 295 514
	7 190 598
	114 486 112

	EURO
	1 895 341
	13 972
	1 909 313


As of 31 March 2006 the court decisions in force numbered 616, as the claims of the Post-privatisation Control Agency are accepted in whole or in part in 80 % of the decisions. 

As of 31 December 2005 the court decisions in force number 495, compared to 196 as of 31 December 2004 and 34 as of 31 December 2003. 

The adjudicated sums in favour of the PCA in the court decisions in force as of 31 March 2006 are as follows: 

	Currency
	Amount
	Interest
	Actual execution

	BGL
	79 857 074
	13 534 262
	24 625 506

	USD
	18 050 051
	1 695 103
	8 355 764

	EURO
	23 481
	8 167
	   


In the cases, where the buyers on privatization contracts do not make voluntary payment under the claims brought by the PCA and upon an effective court verdict the Post-privatisation Control Agency undertakes enforcement actions. 

As of 31 March 2006 the number of execution cases is 403, which are brought against defaulted buyers after issuance of writs of execution in favour of the PCA. 

Progress since 28 April 2006:

In accordance with the recommendation made by the European Commission to improve the post-privatisation control a draft of Law on amendment of the Law on Privatisation and Post-privatisation Control has been elaborated. On 16 June 2006 the Council of Ministers approved the draft by Decision No. 452. The draft passed the first reading in the Economic Policy Commission of the National Assembly on 28 June 2006. The objective of the amendments is to ensure better protection of private state receivables on privatisation contracts and to provide more efficient mechanisms for the implementation of post-privatisation control. The amendments are carried out in two directions:

Firstly, enabling the Post-privatisation Control Agency and the Municipal Councils (or bodies, which are assigned by them) to take independent actions on enforcement of due receivables at privatization contract prices in view of their efficient collection. Based on this amendment the decision of the Executive Council of the PCA, as well as the decision of the Municipal Council under the relevant privatization contract as regards the non-paid matured instalments of the purchase price will serve as out-of-court ground for issuing writ of execution. According to the current procedure the non-paid portion of the rescheduled price under privatization contract and the accrued penalties and compensations for non-performance of the obligations under the contract are being collected under the court procedure. The aim of the suggested amendment is to shorten the long-lasting claim proceeding and to prevent the concept of non-penalty among a part of buyers. Simultaneously, the proposed amendment will not prejudice the right of buyers to defend their rights and legitimate interests in compliance with the provisions of chapter “Contesting of the claim under the writ of execution” of the Civil Procedure Code. 

Secondly, it is envisaged the relevant authority under the National Revenue Agency to provide tax and social insurance information to the Executive Council of the PCA and to the Municipal Councils upon their written reasoned request. It will create the opportunity to increase the efficiency of the post-privatisation control activities. The information, which is necessary for the relevant post-privatisation control bodies to implement their tasks to collect the envisaged penalties and payments under the contract in case of failure will be gathered only. The tax and social insurance information is needed especially in view of the opportunity, foreseen by the first law amendment for issuing a writ of execution. Thus the execution can be directed to a particular property of the debtor. According to the Civil Procedure Code, upon filing an application requesting of execution, the claimant must specify the manner of execution, i.e. specify the property to which the execution will be directed.  

Conclusion/ recommendation of EC: Restructuring of the steel industry has been seriously delayed and it will not be possible to restore the main steel producer, which is subject to an individual viability plan, to viability by the end of the agreed restructuring period. Bulgaria has formally notified the Commission of planned changes to its National Restructuring Plan for the steel industry and to the relevant business plan. The Commission will analyse these changes carefully, in particular from the angle of their compatibility with the state aid rules.

Increased efforts and swift action are now needed in this area in order to solve the shortcomings before accession.
State of Play:

In compliance with the Additional Protocol to the Europe Agreement for Association regarding the extension of the period, envisaged in Article 9 (4) of Protocol 2 to the Europe Agreement with eight years, where the Republic of Bulgaria may exceptionally provide state aid for the restructuring of the steel industry, in March 2004 the Bulgarian side prepared and presented to the European Commission a National Restructuring Programme for the steel industry in the Republic of Bulgaria till 2007 (NRP). The coverage of the Programme includes the three main Bulgarian steel companies: Kremikovtzi AD, Stomana Industry AD and Promet Steel AD. 

According to item 2.10.5 of the Programme the Bulgarian side prepares and submits to the EC monitoring reports on the implementation of the undertaken commitments, encompassing 6 month periods. Up to now four monitoring reports have been prepared and submitted in due time, as the last one was sent on 15 May 2006. The latter contains data for the whole 2005 as well as comparable data for 2004. The Report shows the significant progress, made by Stomana Industry AD and Promet Steel AD in the process of restructuring. 

Kremikovtzi AD fulfilled the envisaged in the Programme commitments for optimisation of the production capacities through termination and dismantling of the installations for production of final products with total capacity of 500 000 tonnes in accordance with the granted state aid. Nevertheless, in 2005 a slight delay in the implementation of the investment programme of Kremikovtzi AD has been observed. After thorough analysis the new majority owner of the company (as from August 2005) – Global Steel Holding developed its priorities and needed actions in order to achieve the planned viability criteria. This necessitated the elaboration of an Updated Individual Viability Plan of Kremikovtzi AD 2006 – 2010 by the consultancy company EuroStrategy Consultants (which worked out the Individual Viability Plan of Kremikovtzi AD in 2003). 

Progress since 28 April 2006: 

In the beginning of May 2006 the draft of the Updated Individual Viability Plan of Kremikovtzi AD 2006 – 2010 was discussed by the Steering Committee for coordination and communication of the National Restructuring Programme for the steel industry in Republic of Bulgaria till 2007, and after that by the European Commission.

In the period 19 – 23 June 2006 in Sofia consultation meetings with the representatives from the EC and the consultancy company IDOM, assigned by the EC for assessment and clarification of the draft of Updated Individual Viability Plan of Kremikovtzi AD 2006 – 2010 were conducted. 

Kremikovtzi AD submitted additional information for the purposes of a comparative analysis between the current Individual Viability Plan and the Updated Individual Viability Plan to IDOM. On this basis IDOM has to assess the opportunities of the company to realise the Updated Individual Viability Plan and consequently its approval by the EC.

A consultation meeting for discussion and adoption of the Fourth monitoring report on the implementation of the National Restructuring Programme for the steel industry in the Republic of Bulgaria till 2007 is envisaged to take place on 26 July 2006 in Brussels. During this meeting IDOM will present its report-assessment on the Updated Individual Viability Plan in view to ensure its adoption in September 2006. 

Chapter 19 „Telecommunications and Information Technologies”

Telecommunications

Conclusion/ recommendation of EC: 

A number of basic competitive safeguards imposed on the incumbent operator in the fixed telephony market have yet to be implemented.

State of Play:

The expiration on 1 January 2003 of the monopoly over the fixed telephone network and leased lines, and the adoption of the Telecommunications Law (TL) of October 2003 created conditions for competition in the telecommunications market. 

Observing the requirements of the TL and aiming to encourage competition as a policy objective, the Communications Regulation Commission (CRC) designated the incumbent operator –“Bulgarian Telecommunications Company – AD” (BTC) as an operator with significant market power (SMP) on the market of fixed telephone networks and provision of fixed telephone services, as well as on the leased lines market. CRC imposed on BTC obligations to provide access and interconnection, co-location and facility sharing, and to provide the minimal set of leased lines. 

Progress since 28 April 2006:

· Enforcement Record

By Decision № 1317 of 20.06.2006 CRC designated BTC as an SMP operator on the market of fixed telephone networks and provision of fixed telephone services for a third consecutive year and maintained its obligations to provide:

· interconnection (and publish a Reference Interconnection Offer);

· unbundled access (and publish a Reference Unbundling Offer);

· special access;

· co-location and facility sharing, including ducts, towers, etc. 

on cost-oriented prices.

By Decision № 1315 of 20.06.2006 CRC designated for a third consecutive year BTC as an SMP operator on the leased lines market. CRC maintained the obligations of BTC:

· to publish a Reference Leased Lines Offer;

· to provide the minimal set of leased lines on cost-oriented prices. 

Public consultation was held on the Draft Reference Unbundling Offer of BTC, which was closed on 22 May 2006. CRC prepared a draft decision imposing amendments to the Reference Offer, which will be finally approved by CRC by mid July 2006. 

With regard to bitstream access, taking into consideration the new regulatory framework and the practices of the EU Member-States as well as Decision № 179 of 29 June 2005 of the Commission for Protection of Competition to impose sanctions on BTC for non-provision of bitstream access to Internet providers, CRC has taken commitment to revise its position and impose on BTC the obligation to provide bitstream access.   

By Decision № 880 of 11.05.2006 CRC, applying its dispute resolution powers, issued a binding decision and obliged BTC to offer ORBITEL a contract concerning provision by ORBITEL of services via personal number and green telephone - non-geographical numbers  0 700 and 0 800. 

Conclusion/ recommendation of EC: 

On the mobile market, the present Telecommunication Act does not define a market for interconnection and consequently imposes no cost orientation in wholesale call termination rates on the operator with significant market power (SMP). 

State of Play:

The granting of a third GSM license in 2004 fostered the competition on the mobile market and led to a general trend of decrease of the retail prices of mobile services. 

New tariff plans are being offered, as well as a variety of tariff packages designed according to the type of users – corporate clients or consumers, and according to the type of the service most often used – lower prices for SMS, preferential prices for calls within the network, or to other networks, or to fixed networks, etc.

Progress since 28 April 2006:

· Enforcement Record

By Decision № 1316 of 20.06.2006 CRC designated “MobilTel – EAD” and “Cosmo Bulgaria Mobile – EAD” as SMP operators on the market of mobile telecommunications networks and provision of voice telephone services over them. By that Decision CRC imposed for a third consecutive year on “MobilTel – EAD” the obligation to continue to provide interconnection respecting the principles of transparency, objectivity and non-discrimination. On the newly designated SMP operator “Cosmo Bulgaria Mobile – EAD” CRC imposed for the first time the obligations related to interconnection.

In order to consider adequate measures against the high prices for termination of traffic from fixed networks to mobile ones, CRC opened public consultation and held talks with the mobile operators “MobilTel – EAD”, “Cosmo Bulgaria Mobile – EAD” and “BTC Mobile – EOOD” on the possibilities to decrease those prices. The aim of the consultations is to ensure effective competition and to protect the economic interests of the end-users of voice telephone services.

In order to protect the public interests and promote competition on the telecommunications market CRC issued a binding decision obliging: 

· “ORBITEL – AD” and “BTC Mobile – EOOD” to conclude a contract for interconnection of their networks (Decision № 1074 of 16.05.2006); 

· “East Telecommunications Company – AD” and “Cosmo Bulgaria Mobile – EAD” to conclude a contract for interconnection of their networks (Decision № 1216 of 06.06.2006) 

In both cases preliminary implementation of the decision was allowed.

· Other Relevant Developments

By Decision № 1047 of 16.05.2006 CRC announced its intention to grant individual licenses for provision of telecommunications through a public telecommunications network from the fixed radio service of the point-to-multipoint type using individually assigned frequencies, with national coverage.  

By Decision № 1147 of 31.05.2006 CRC announced its intention to grant one individual license for provision of telecommunications through a public telecommunications mobile network under the TETRA standard, with national coverage, using individually assigned frequency spectrum - 2 х 1.5 MHz in the frequency bands 412.5-414 MHz and 422.5 - 424 MHz.  

By Decision № 1247 of 16.06.2006 CRC announced a tender for granting an individual license for provision of position minus 1.2° from the geostationary orbit, with national coverage, for a term of 20 years. 

Conclusion/ recommendation of EC: 

Preparations for mobile number portability are limited. 

State of Play:

The preparations undertaken by CRC ensure that the mobile operators will be ready to offer number portability from 1 January 2007, as required by the Law.  To secure technological preparedness, CRC has drafted an action plan and strictly observes the time schedule of its implementation. CRC has succeeded in taking the following measures: 

· “Technical analysis on the introduction of number portability and determining the applicable standards” - finished on 31 June 2005;

· possible scenarios for implementation of number portability aiming at preliminary acquaintance and selection of the particular approach by the operators - published on CRC website on 31 December 2005;

· an expert working group was formed with the participation of representatives from CRC and the mobile operators with the task to prepare the functional specifications – first meeting held on 15.03.2006.

According to the action plan of CRC preparation and a testing exercise of mobile number portability have to be done by December 2006.   

Progress since 28 April 2006:

· Enforcement Record

Public consultation was held in June 2006 on the Draft Functional specifications for mobile number portability prepared by CRC. The draft was also discussed with the operators of fixed networks, in the light of applicability of those functional specifications to fixed number portability. CRC is planning to adopt the final version of the functional specifications in July 2006, taking into consideration the received comments.      

Conclusion/ recommendation of EC: 

Preparation for the 2002 acquis is in its early phase. 

State of Play:

The State Agency for Information Technologies and Communications has prepared a Draft Law on Electronic Communications (LEC) aligned with the 2002 EU regulatory framework for electronic communications.

Progress since 28 April 2006:

· Other Relevant Developments

The Draft LEC was approved by the Council of Ministers on 13 July 2006 and submitted to the Parliament for adoption.

According to the draft the LEC will enter into force on 1 January 2007 except for the provisions related to the right of CRC to request information from the market players, which is necessary for carrying out market analysis. The latter will enter into force on the date of promulgation of the Law.

In order to speed up the implementation of the LEC, the following measures were taken:

· While the draft is being discussed in the Parliament, CRC in cooperation with the Commission on Protection of Competition (CPC) will prepare a draft of the Methodology for market analysis. According to the Draft ECL that methodology has to be adopted within one month from the date of promulgation of the Law;

· CRC, with the assistance of experts from DG “Information Society and Media”, will identify several priority markets to be analyzed and further notified according to the procedure laid down in Art. 7 of the Framework Directive after Bulgaria’s accession in the EU.

Conclusion/ recommendation of EC: 

National regulatory authorities are not properly resourced for their tasks related to implementation of the new Electronic Communications Law, in particular on market analysis, assessment of SMPs and imposition of remedies. 

State of Play:

CRC continues its active participation in the plenary meetings, working groups and committees of CEPT and ITU, COCOM, IRG/ERG and other international institutions and organizations, where tools for effective regulation are elaborated. 

Active bilateral relations are maintained with the national regulatory authorities of Italy, Spain and France on the basis of agreements.

The implemented Twinning projects for institution building contributed significantly to strengthening the administrative capacity of the CRC and its administration. 

CRC avails itself of each possible form of cooperation on a regional and European level to further improve its administrative capacity.

Progress since 28 April 2006:

· Administrative Capacity

A short-term Twinning-light project “Regulatory implications of the introduction of new generation networks and system security issues of electronic signature” started in June 2006.  The objective of the project is to help the CRC in dealing with regulatory issues, mainly from a technical point of view, related to new generation networks (NGN), different types of access, number portability, carrier selection, etc.  Issue related to electronic documents and electronic signatures, and network security issues are also being considered. 

A Memorandum of Understanding in the field of electronic communications was signed between CRC and the Hungarian regulatory authority. Its aim is to establish practical cooperation (consultations, exchange of information, joint fora) in implementation of the EU regulatory framework for electronic communications.

In order to ensure successful implementation of the ECL, the staff of the departments responsible for market analysis and determination of SMP operators increased by 10 experts in May 2006.  

Conclusion/ recommendation of EC: 

Coordination between the regulatory authorities remains to be improved.

State of Play:

In May 2005 CRC and CPC signed an Agreement for cooperation in the form of exchange of information and documents, consultations, setting up of join working groups, exchange of expert opinions and experts-consultants on specific issues. 

The two regulators started joint preparation for implementation of the new regulatory framework for electronic communications. Joint seminars are being periodically organized on issues related to identification of relevant markets and methods for assessment of price squeeze.

Progress since 28 April 2006:

· Other Relevant Developments

A seminar with participation of the State Agency for Information Technology and Communications, CRC and CPC was organized in April 2006 to discuss the Draft ECL.

A joint working group of CRC and CPC was set up and started working in June 2006 with the task to draft the Methodology for market analysis under the Draft ECL.

Chapter 21 “Regional policy and coordination of structural instruments”

	Conclusion/ recommendation of EC: 

Institutional structures

A major challenge for a number of bodies will be to achieve the ambitious recruitment plans, with a high number of experienced staff still being sought and with many bodies potentially competing for a limited number of adequately qualified people. 

Most intermediate bodies and final beneficiaries as well as some managing authorities still need considerable capacity building in particular on public procurement. 

Preparations for inter-ministerial and crosssectoral coordination on planning and subsequent implementation of operations at regional level as well as guidance on implementing procedures need to be completed. Preparations in this area need to be enhanced.


State of play:

The Strategy for Modernization of the State Administration and the Strategy for the Participation of the Republic of Bulgaria in the European Union's Structural Funds and Cohesion Fund (adopted with CoM Decision No 312/2002) are the main strategic documents, giving priority to the issue of setting up and strengthening the administrative capacity both on central and regional administrative level.

With CoM Decision No 965/2005 the institutional framework regarding the management of Operational Programmes and coordination of EU Funds management has been adopted. The separation of functions between the bodies involved in the process of the EU Funds management is ensured by clear and strong designation of bodies, which will have management, payment, monitoring or control responsibilities in the implementation process. The establishment of these bodies is based on the principle of segregation of duties, in order to avoid the risk of conflict of interests between commitments and payments, management and control.

The Ministry of Finance is designated as future Community Support Framework Managing Authority and in accordance to the Council Regulation 1260/1999 it will take the overall responsibility for the efficient and lawful management of EU Funds. Management of EU Funds Directorate was established in the Ministry of Finance with CoM Decree No 173/ 2002. It will be the future CSF Managing Authority and will have the overall responsibility for the coordination of the management of EU SF and CF. The Central Coordinating Unit (Management of EU Funds Directorate, Ministry of Finance), responsible for the management of EU Funds structures in Bulgaria, has been defined in compliance with the Chapter 21 commitments (Council of Ministers Decision No 965/16.12.2005). 

With CoM Decision No 988/27.12.2005 the National Fund Directorate within the Ministry of Finance has been designated as Certifying Authority.

With CoM Decision No 94/25.04.2006 the Audit of EU Funds Directorate within the Ministry of Finance has been designated as Audit Authority for EU Funds. 

In the Environment sector an agreement has been reached on the structure of the Ministry of Environment and Water, which has functions of Intermediate Body (IB) for OP “Environment”. The Agreement has been signed between the Minister of Environment and Water and the Minister of Regional Development and Public Works on January 23, 2006.

Relationships between the central and local authorities are already established by the provisions of the Ordinance for Management, Implementation, Monitoring and Evaluation of OP “Regional Development”, adopted by the Council of Ministers on January 26, 2006.

Following the partnership principle and the commitments taken in the official Memorandum for Collaboration between the National Association of Municipalities in the Republic of Bulgaria (NAMRB) and the Council of Ministers (CoM), signed on October 12, 2005, three priority areas have been defined as follows: “Development of decentralization in government and finance”, “Enhancement of the quality and the management of municipal property and infrastructure” and “Preparation of the municipalities for EU membership”. Actions for building up adequate administrative and financial management capacity at the local level have been agreed. 

In order to minimize the staff turnover and guarantee the administrative capacity, the Council of Ministers adopted an increase of the salaries of experts involved in the field of EU pre-accession instruments, SF and CF, effective since March 1, 2006.

The National Parliament adopted the Law on Concession on April 17q 2006 and the new Law on Public procurement on April 20, 2006. These Laws entered in force on July 1, 2006.

Progress since 28.04.2006

· Secondary Legislation

On June 14, 2006 the Council of Ministers adopted the Rules on implementation of the Law on Concessions.

On the same date the Council of Ministers approved also the Rules for implementation of the Public Procurement Law and the Ordinance for award of the small public contracts. They had entered into force since July 1, 2006 simultaneously with the Public Procurement Law.

The implementation of the new Standard forms of the contract notices and information for awarded contract under the Public Procurement Law have been finalized (hard and electronic copies of the standard forms are available). The package of 11 Standard forms of the contract notices has been approved by the Minister of Economy and Energy and published in State Gazette on June 16, 2006. The 4 Standard forms under the Ordinance for award of the small public contracts has been approved by the Minister of Economy and Energy and published in State Gazette on June 30, 2006.

The Strategy for the Participation of the Republic of Bulgaria in the European Union's Structural Funds and Cohesion Fund has been reviewed. On May 11, 2006 the CoM adopted an updated Strategy for the Participation of the Republic of Bulgaria in the European Union's Structural Funds and Cohesion Fund and an updated Action Plan for its implementation. 

On July 6, the CoM adopted a Decree for establishment of the Monitoring committees of the National Strategic Reference Framework and the Operational Programmes.

· Administrative Capacity

Further strengthening of the administrative capacity of the MAs and IBs is taking place. 

Central Coordination Unit (CCU) – “Management of EU Funds” Directorate, Ministry of Finance (MEUFD): The recruitment of 6 experts was completed in the period April-June 2006. The Council of Ministers approved an increase from 43 to 47 positions of the staff number of the “Management of EU Funds” Directorate (by amendments of the Rules of procedures of the MoF on June 22, 2006). A recruitment procedure for the 4 new positions is under way.

Certifying Authority (CA) – “National Fund” Directorate, Ministry of Finance (NF): The recruitment of 8 experts was completed in the period April-June 2006.

Audit Authority (AA) – “Audit of EU Funds” Directorate, Ministry of Finance (AEUFD): The total staff number was increased from 14 to 23 positions according to the amendments in the Rules of Procedures of the MoF. In the period May-June 2006 two auditors have been appointed. 

MA and IBs of OP “Regional Development” – General Directorate “Programming of Regional Development”, Ministry of Regional Development and Public Works and respectively the Departments “North-west planning region”, “North-central planning region”, “North-east planning region”, “South-west planning region”, “South-central planning region”, “South-east planning region”: The total staff number was increased from 53 to 116 positions according to the amendments in the Rules of Procedures of the MRDPW, in force since 4.04.2006. In each of the Regional Departments of the Directorate 8 experts are now working. On June 27, 2006 recruitment procedures for 34 vacant positions started. 

MA of OP “Development of Competitiveness of the Bulgarian Economy” – “Pre-accession programmes and projects” Directorate, Ministry of Economy and Energy: The total staff number has been increased from 35 to 52 positions according to the amendments in the Rules of Procedures of the MEE in force since 10.03.2006. In May and June 2006 four (4) recruitment procedures for 14 vacancies have been carried out. As a result 12 vacancies have been occupied. Currently, the occupied positions in the MA are 38. Competition procedures for the last 14 vacancies have been already organized.

IB of OP “Development of Competitiveness of the Bulgarian Economy” – General Directorate “Intermediate Body and Projects Implementation”, Small and Medium Enterprises Promotion Agency: The total staff number is 62 positions (33 positions on central level and 29 positions on regional level) according to the Rules of procedures of the Agency. Currently, the occupied positions on central level are 28 and 26 on regional level.  Recruitment procedures for 7 positions on central level and 1 position on regional level are under way.

MA of OP “Human Resources Development” – “European Funds, International Programmes and Projects” Directorate, Ministry of Labour and Social Policy: The total staff number is 81 positions. Currently, there are on-going recruitment procedures for 8 positions.

IB of OP “Human Resources Development” – “International Cooperation, Programs and European Integration” Directorate, Social Assistance Agency: The recruitment procedure has been completed in the middle of June 2006. Currently, the occupied positions are 12.

IB of OP “Human Resources Development” – “European Funds and International Projects” Directorate, Employment Agency: According to the amendments of the Rules of Procedures of the Agency, effective since May 9, 2006, “Programmes and Pre-accession Funds” Department was transformed into “European Funds and International Projects” Directorate with total staff number of 43 people. Currently, there are 7 people working at central level and 24 at regional level. Recruitment procedures for 1 position at central level and 28 positions at regional level are under way. 

IB of OP “Human resources development” – According to the amendments of the Rules of Procedures of the Ministry, „Coordination of educational and international programmes and projects” Directorate was transformed into “Structural Funds and International Educational Programmes” Directorate with total staff number of 30 people.

MA of OP “Transport” – “Coordination of Programmes and Projects” Directorate, Ministry of Transport: The total staff number is 39 positions. The recruitment of 3 experts was completed in the period April-June 2006. Currently, the staff number of Directorate is 33 civil servants.

IBs of OP “Transport” – According to the EC recommendation, the MA is in process of re-consideration for designation of IBs.

MA of OP “Environment” – “Cohesion Policy for Environment” Directorate, Ministry of Environment and Water: In June 2006 a recruitment procedure for 4 positions has been launched. Currently, the staff number is represented by 12 civil servants. 

IB of OP “Environment” – “EU Funds for Environment” Directorate, Ministry of Environment and Water: In June 2006 a recruitment procedure for 5 positions has been launched. Currently, there are 47 employees. 

MA of OP “Administrative capacity” - “Management of Projects and Programs” Directorate, Ministry of State Administration and Administrative Reform: 18 experts have been appointed. 

Training

Central Coordination Unit has elaborated a training programme on EU Structural Instruments for preparing the socio-economic partners and representatives of all municipalities. In the period April-June 2006 a set of 2-day training seminars have been organised. 

In the same period the CCU staff was trained on the topics: Monitoring Committees and Monitoring and Evaluation Indicators. On May 4-6, 2006 a team building seminar for strengthening the administrative capacity of CCU was carried out. 

A training programme and time schedule for further strengthening the capacity of the staff of the CCU, MAs, IBs and final beneficiaries (FBs) for the period July 2006 –December 2006 has been elaborated. 

Certifying Authority: On June 5, 2006 the component B of the twinning project “Setting up a coherent system for the SF and CF in Bulgaria for the CSF Managing Authority and the single Paying Authority for the SF and CF” was completed and as a result, two study tours in Italy and Spain have been organized and following topics have been discussed: certification and payment procedures, risk and risk management, irregularities and how they are defined and managed. 

Further to the study tours mentioned above a seminar on “Prevention of the corruption” has been organized for the whole National Fund Directorate with the assistance of Public administration and European integration institute.

MA of OP “Regional Development”: Two-days training seminars for local and regional authorities in the sixth planning regions aiming at encouraging partnership in project preparation process has been organized. 

In the period May-June 2006 there were open sessions of the Regional Development Councils and OP the algorithm for applying and selection of projects under the Regional OP. 

MA of OP “Development of Competitiveness of the Bulgarian Economy”: The training program for the period May-June included the following trainings: the new Regulation on Structural funds, State aids issues, financial management and control, monitoring and evaluation of OP, public procurement and internal audit. In May and June 2006 two training sessions have been organized for 26 experts. The training has been conducted on following topics: MA structure and organizational procedures, presentation of the draft Operation Manual for management and implementation of the OP, presentation of the functioning of similar structure (MAs and IBs) in Greece, state aids regimes and notification procedures, financial control. Three (3) experts from the Financial Department attended one-week seminar on Financial Management of Structural funds, organized by the Institute of Public Administration of Ireland, three-week training on Structural funds delivered by “Cross Agency” in the frame of MATRA programme (the Netherlands) and four-days seminars for Financial Management of Structural funds, Maastricht. 

With regard to newly appointed personnel, the MA has elaborated a specialized training module in the frame of which the existing staff trained the newly appointed experts “cascade training”) 

IB of OP “Development of Competitiveness of the Bulgarian Economy”: The training of the IB experts is included in the elaborated Training programme. In this context two training sessions on Functions and Responsibilities of the General Directorate “Intermediate Body and Projects Implementation” has been carried out in May and June 2006 and 43 experts have been trained.

MA and IBs of OP “Human resources development”: The administrative capacity of the MA and IBs is strengthened with the help of the capacity building project under Phare Programme 2004 “Preparing for future management of HRD OP” as well as joint project between MLSP and UNDP “Support to MLSP on a regional level”.

MA of OP “Transport”: The stuff attended the following trainings:

PWC under stage 2 of ISPA EDIS preparation: Preparing EDIS, Financial Management, Accounting and Reconciliation; From ISPA to Cohesion Funds; Procurement (Tendering); Contract/Project Management; Irregularities and Fraud; Internal Audit; IT; Preparing EDIS [for new comers]; Study visit “Financial Management”, Czech Republic 9-12 May 2006; Study visit “Irregularities”, Estonia 15-18 May 2006; Study visit “Procurement and project implementation”, Hungary 9-12 May 2006.

The following seminars have been organized: Seminar on Risk Analysis in ISPA and SAPARD Funds, 18-19 May, Plovdiv; Seminar on New legal framework of the European Union in the field of Public procurement and the Law on Public Procurement.

MA and IB of OP “Environment”: The MA stuff has attended 7 training, two of them with duration of 1 week. The employees of the IB have attended 12 training session in total 8 of which with duration of 1 -3 days and 4 – with duration of 1 week and more.

MA of OP “Administrative capacity: The training program for the period April-July 2006 included general and specialized trainings. The general trainings topics included: monitoring and evaluation, preparation of socio-economic partners for EU funds absorption in Bulgaria, PPP, e-government, management of EU funded projects, MIS, audit and financial control, rules for expenditure acceptance, modernization of the state administration, negotiations with EU. These trainings have been attended by 18 experts from MA and by 220 representatives of beneficiaries. The specialized trainings topics included elaboration of the long standing program budget and financial management in the public sector. These trainings have been attended by 9 experts from the MA. 

The experts have exchanged experience with the administrations of Portugal and Poland on Structural Funds implementation and management issues.

· Other relevant developments:

On June 30, 2006 the Parliament adopted on a first reading the Law on amendment of the Roads Law. With this amendment the functions of strategic and operational planning of road infrastructure in the country will be transformed from Roads Executive Agency and Ministry of Regional Development and Public Works to the Ministry of Transport. In this way the transport policy planning will be carried out entirely by the Ministry of Transport in accordance with the European Commission requirements. At the same time the Roads Executive Agency will be set up as a National Road Infrastructure Fund under the control of the Ministers of finance, the Minister of transport and the Minister of regional development and public works. 

In the future the government policy in the field of planning and development of roads infrastructure will be carried out by the Minister of transport whereas the newly established Fund will be responsible for the overall management of the roads activity, in line with the general transport policy. 

Manuals and guidelines

Central Coordination Unit: The following drafts were elaborated: draft of the Guidance manual for Structural Instruments management and implementation in Bulgaria, draft Project appraisal and selection criteria, draft CCU Procedure manual, guidelines for OP Procedure manuals, draft Guidelines for Internal Rules and Code of conduct of the Monitoring Committees.

MA of OP “Development of Competitiveness of the Bulgarian Economy”: Draft Operations manual for management and implementation of the OP has been elaborated and currently is under coordination between the different departments.
MA of OP “Transport”: Written procedures and management mechanism will be developed in compliance with the EC Regulations on the Cohesion and the Structural funds. 

MA of OP “Environment”: Manual of procedures for OP “Environment” is in a process of elaboration by the MA. 
MA of OP “Administrative capacity”: The preparation of guidelines and manuals for absorption of Structural Funds (SF) under the OP has been launched. 

	Conclusion/ recommendation of EC: 

Programming

Concerns remain about establishment of a pipeline of projects ready to be implemented under the Structural Funds and the Cohesion Fund. Preparations in the area of programming need to be enhance.

Increased efforts are needed to prepare an efficient project pipeline.


State of Play: 

A pipeline of relevant projects in compliance with the preliminary defined priorities in the OPs has been prepared. Further development of the project pipeline is in progress.

National strategy for integrated development of the Infrastructure in Bulgaria for the period 2006-2015 and Programme for implementation of big infrastructure projects have been approved by the Council for Coordination, Control and Implementation of infrastructure projects with national importance. An indicative list of projects, financed by PPP schemes was elaborated. 

Progress since 28.04.2006

The process of developing project pipelines is under way.  

MA of OP “Transport”: The project pipeline for the OP “Transport” includes indicative list with 12 major projects with an indicative budget of 2020 M EUR, of which 6 railway infrastructure projects amounting to 851 M EUR; 4 road infrastructure projects amounting to 823 M EUR; 1 infrastructure project for development of the Sofia  metropolitan railway amounting to 228 M EUR and 1 infrastructure project for improvement of the navigation on the Danube River amounting to 138 M EUR.
MA of OP “Environment”: The project pipeline for the operational programme “Environment 2007 -2013” includes 34 projects with an indicative budget of 643 425 577 Euro. It consists of 16 waste management projects amounting to 313 328 147 EUR, including the construction of new and closure of old landfills, and 18 waste water projects amounting to 330 097 430 EUR. 7 from the total 34 are major projects, amounting to 224 401 842 EUR (Waste water projects - Kurdjaly, Jambol, Plovdiv; Waste management projects - Kocherinovo regional waste management centre, Regional waste treatment facilities in Stara Zagora, Regional waste treatment facilities in Varna region and Closure of the existing landfill for municipal solid waste - Rouse). 
MA of OP “Regional development”: The screening process for identification of infrastructural project ideas was launched aiming at preparing viable project pipeline for OP “Regional Development” 2007-2013. 88 municipalities eligible under Priority 1 “Urban Regeneration and Development” and Priority 2 “Local and Regional Connectivity” in respect to certain local roads were addressed. A preliminary indicative list of 170 projects amounting to 440 615 M EUR has been prepared. The technical documentation for the projects selected as relevant to the priorities/measures of the OP will be elaborated by a Service contractor, assigned after a tender procedure under Public Procurement Law. Five (5) M BGL from the National Budget are allocated for that purpose. 

Awareness campaign will be delivered in line with the new SF Regulations. 

A Training plan has been prepared for improvement of the staff skills at regional level for preparation of strategic documents and project proposals for financing by European Fund for Regional Development and European Social Fund.

Under a PHARE project a amounting at 6 850 M EUR and including three TA components is financed.

MA of OP “Development of Competitiveness of the Bulgarian Economy”: Given the fact that the OP will be implemented through a number of grant schemes a preparation of a project pipeline is not envisaged. The MA arranges trainings for the potential beneficiaries under a PHARE project in the following areas: Identification of partners and beneficiaries; Elaboration of an Action Plan; Elaboration of a Training Programme; Elaboration of tools for carrying out information and publicity campaigns for the OP; Information campaigns. 

The implementation of a project under the Communication Strategy of the Government for 2006 has started. It envisages elaboration of programmes and information packages for training of potential beneficiaries and trainers – representatives of stakeholder business organizations that will participate in the preparation for applying under the Structural Funds.  

Web-site of the Managing Authority has been developed describing the opportunities for training and applying for funding.(http://www.iaphare.org)

MA of OP “Administrative capacity”: The activities on priorities and respective operations of the OP, which are the base of indicative projects’, have been elaborated. Currently, the indicative project pipeline covers 54 activities (23 in good Governance, 14 on HR development and 17 in e-Government). The indicative total investment budget of these projects is 169 M EUR, distributed as follows: Good Governance 43 940 000 EUR (26%); Management of HR of the State administration and the civil society structures – 59 150 00 EUR (35%); Qualitative administrative service and e-government development – 59 150 000 EUR (35%); Technical assistance – 6 760 000 EUR (4%).

Meetings for project preparation with interested parties have already started. 

MA of OP “Human Resource Development”: The projects that will be financed by the OP follow the operations defined within each one of the OP’s priorities. 

With regard to the effective management of the ESF a detailed description of each operation is being prepared including: existing problems imposing the identification of the operation; common objective; anticipated impact of the operation; brief description of the operation; target groups; potential beneficiaries; implementation period; horizontal issues; a mechanism for grant distribution; objectively verifiable indicators of the operation.

	Conclusion/ recommendation of EC:

Monitoring and evaluation

The interconnection of certain subsystems of the single management information system and the readiness and preparation of final users at national, regional and local level to operate the systems needs to be ensured. Staff recruitment and training in this context need to be completed…

Bulgaria still requires increased efforts to establish a functional management information system in time for accession.


State of Play: 

The project for establishing the unified Management information system (MIS) for management and monitoring of EU Funds started in January 2006. On January 28, 2006 the necessary technical equipment (servers) was supplied at the Ministry of Finance. In the period February 13-17, 2006 the business processes were analyzed and a pilot model of the system has been projected. 

In the period February – March 2006 the MIS development team has conducted interviews with the Managing Authorities in order to prepare a detailed analysis of the business processes and especially on the common points for the monitoring of the different subsidy programmes, grant schemes, etc. This is reflected into the definition of input requirements of the MA's in order to secure the reporting and monitoring information relevant for the Stakeholders of the MIS.

On April 6 and 7, 2006 the basic users from all MA of the OP has been trained on the practical use of the pilot system, which was installed on April 11, 2006 and is accessible through Internet. 

After several meetings with National Fund Directorate within the Ministry of Finance, in order to define the scope of the information flow between the SAP system and the MIS, it was decided that the SAP will be used for accounting purposes and MIS will be used for all other management and monitoring purposes of the NSRF and OPs.

Progress since 28.04.2006

Setting up of the Management information system (MIS) is at an advanced stage. 

All MA are working in close cooperation with both the consultants of the CCU (WELT 2000), responsible for setting up the unified system and consultants of the relevant MA, contributing to the establishment of the components of the respective OP.

In June 2006 it was agreed that the Ministry of Regional Development and Public Works (MRDPW) will use the Unified MIS due to the functional and technical inconsistencies between the Unified MIS and the MIS, envisaged for the MRDPW. 

Therefore, the MIS will be a unified system for the management and implementation purposes of the following OPs: “Human resources development”, “Transport”, “Environment”, “Administrative capacity” and “Regional development”. In addition, the system will provide interface with the MIS of the OP “Development of the competitiveness of the Bulgarian Economy” and SAP System of National Fund Directorate.

The MIS of the OP “Development of Competitiveness of the Bulgarian Economy” is under preparation. Currently, the Ministry of Finance and the Ministry of Economy and Energy are working towards the provision of interface between the two systems. 

A comprehensive training programme on use of the MIS has been elaborated and approved in June 2006. 

	Conclusion/ recommendation of EC:

Monitoring and evaluation

Evaluation units have yet to be established and staffed in a number of managing authorities. Preparations for monitoring and evaluation need to be stepped up.


State of Play: 

In order to set up the evaluation units some of the MAs already introduced amendments in their Rules of Procedure, so that the respective structures with appropriate number of trained employees to be in place. 

Progress since 28.04.2006

MA of OP “Regional development”: In order to ensure effective financial management and control of financial resources of OP, within the MA structure a Unit “Evaluation” with staff of 4 people has been established. One expert has been appointed and a recruitment procedure is currently on-going for the other 3 positions.
MA of OP “Transport”: The evaluation Unit has been established. The detailed job descriptions and a training plan have been prepared. 

MA of OP “Environment”: Departments “Programme management and evaluation” and “Monitoring and reporting” within the CPED will be established after the forthcoming amendment of the Rules of Procedures of the MOEW. The new job descriptions (for the functions in the envisaged departments) have been prepared.  

IB of OP “Environment”: There are established Departments “Monitoring and control” with 6 people and Department “Ex – ante control” with 5 people. 

MA of OP “Development of Competitiveness of the Bulgarian Economy” Monitoring and Evaluation Unit is envisaged in the organizational structure of the MA. 

MA of OP “Administrative Capacity”: The existing Department “Programming, management and control” is caring out the functions of programming, monitoring and evaluation. The experts are recruited and trained at the moment. A recruitment procedure for 1 expert, responsible for ex-ante control is on-going.

	Conclusion/ recommendation of EC:

Financial Management and Control

Relevant inter-body agreements and procedure manuals are not yet available. Strong, efficient coordination of preparation and implementation of financial management and control systems is lacking.

Attention has to be paid, in particular, to rapid establishment of an audit and control system enabling sound and efficient implementation of the Structural Funds.


State of Play: 

The Bulgarian Government considers the introduction of a reliable financial management and control system as major precondition for EU Funds management. The system is based on three laws which have been approved by the National Parliament in the period February-April 2006

a) Law on Financial Management and Control in the Public Sector.

b) Law on Internal Audit in the Public Sector.

c) Law on State Financial Inspection, 

The Certifying Authority and Body responsible for receiving funds from EU has been designated – the “National Fund” Directorate (CoM Decision No 988/27.12.2005). The National Fund Directorate within the Ministry of Finance will be the future Paying Authority. It will be responsible for drawing up, submitting and certifying payment applications to and receiving payments from the EU. 

The Audit Authority has been designated – the “Audit of European Union Funds” Directorate within the Ministry of Finance (CoM Decision No 94/25.04.2006).  It will manage, organize and carry out specific audit activities and checks of the activities of EU Funds and programmes beneficiaries in accordance with the EU Regulations.

The Internal Control Directorate in the Ministry of Finance, established with Council of Ministers Decree No 198/12.09.2005, is fully operational from 1 January, 2006. The Directorate is responsible for all functions related to coordination, harmonization and methodology of financial management and control and internal audit. 
Internal audit Units have been established, Organization Development Strategies have been developed, job descriptions and training plans have been elaborated. 
Progress since 28.04.2006

Regular coordination meetings on different levels - ministers and deputy-ministers responsible for the implementation of the cohesion policy are organized.

Certifying Authority: A draft guidelines for the establishment of effective systems for financial management and control in the structures dealing with EU Funds and a draft of the National Fund Manual have been elaborated. The document is in process of additional improvement. 

Audit Authority: Draft Manual for the Audit Authority has been elaborated. Audit trainings are taking place according to the existing Training plan.

chapter 22 “Environment” 

HORIZONTAL LEGISLATION

Conclusion/ recommendation of EC: 

Concerning horizontal legislation the relevant administrative capacity is being strengthened.

Coordination, integration, public awareness and public involvement need further strengthening for areas such as Integrated Pollution Prevention and Control (IPPC) and the NATURA 2000 programme. Further efforts are needed with regard to the implementation of legislation transposing the Environmental Impact Assessment and the Strategic Environmental Assessment directives both at national and regional levels. Preparations need to be stepped up.

State of play

· Harmonization of the legislation

Bulgaria has completed the establishment of the adequate to the EC requirements legal system, the transposition of the EC Directives on Environmental Impact Assessment (EIA) and Environmental Assessment (EA) and has taken appropriate measures for strengthening of the relevant administrative capacity on their implementation. 

Directive 85/337/EEC, on the assessment of the effects of certain public and private projects on the environment was transposed by the Law on Environmental Protection (SG 86/1991 and SG 28/2000) and Ordinance No 4 on the Environmental Impact Assessment (SG 84/1998). In September 2002 the Parliament adopted a new Law on Environmental Protection (SG 91/25.09.2005) that fully transposed into the Bulgarian legislation the main Directives in the sector (Directive 90/313/ЕЕС, repealed with Directive 2003/4/EC and Directive 85/337/EEC). 

With the amendments and supplements to the Law on Environmental Protection in 2005 (SG 77/27.09.2005) the European Commission’s Recommendations were considered with regard to the transposition of the Directive 97/11/EC. These amendments transposed the new Directives related to the Aarhus Convention (and in particular Directives 2003/4/EC and 2003/35/ЕС) as the public access to environmental information and the right for public participation in the decision making process takes one of the first places in the legislative framework. This element is incorporated in all legal procedures. It is in accordance with the political engagement taken by the government with the signature of the Aarhus Convention (ratified by Bulgaria on 2 October 2003). The public opinion is constantly being taken into consideration in the whole decision-making process in the field of environment.

The Ordinance on the Rules and Procedure on Environmental Impact Assessment of Plans and Programmes was amended and supplemented in 2006 (SG 3/10.01.2006) in order to transpose Directive 2001/42/EC. The same refers to the Ordinance on Environmental Impact Assessment, amended in 2003 and 2006 (SG 3/1.01.2006) which transposes Directive 2003/35/EC.

The Law on the Access to Public Information was amended (promulgated in SG 30/11.04.2006 and entered into force on 12.07.2006) in order to transpose Directive 2003/4/EC.

With regard to the improvement of the coordination, integration, public awareness and public involvement in establishment of the NATURA 2000 network in Bulgaria, after 2004 a number of seminars were held, concerning the aims of NATURA 2000 and some aspects of the introduction of the environmental network in Bulgaria. Experts from the Ministry of Environment and Water (MOEW) and the Regional Inspectorates for Environment and Waters (RIEW), and NGOs participated in the seminars. The focus was put on the “EIA on biodiversity”, as well as “NATURA and EIA- Regional Perspective” (in 2005) with the participation of scientific and educational institutes, self-employed experts on EIA and NGOs.

With regard to the improvement of the coordination, integration, public awareness and public involvement in the field of integrated prevention and control on pollution, the amendments in Chapter seven, Section 2 of the Law on Environmental Protection completely transposed Directive 2003/35/EC on public access to information and access to justice in the procedure of granting of integrated permits. In this way the legislative basis for strengthening of the co-ordination, integration, the public participation and awareness in the issuance of integrated permits procedures was established.

· Administrative capacity

The administrative capacity is generally in place and the necessary number of experts has been employed. A lot of trainings were carried out on the implementation of the Directives on EIA, EA and access to information.

By 2003, 5 experts on environmental impact assessment were appointed at central level. For the period 2003-2005, 2 more experts were employed.

· Enforcement record

The process of implementation is being applied successfully. The following number of acts has been issued both at national and regional level: 

· For the period October 2002 – December 2005 – 247 EIA decisions have been issued, including 186, issued by MOEW and 61 issued by the RIEW. For the same period the total number of EIA screening decisions issued is 4929. (71 issued by MOEW and 4858 issued by the RIEW)

· For the period 1 July 2004 – 31 December 2005, 133 EA decisions have been issued (9 by MOEW and 124 by the RIEW). During the same period 20 EA statements have been issued (7 by MOEW and 13 by the RIEW). 

· For the period 1 January – 4 April 2006 6 EIA decisions, 5 EIA screening decisions and 2 EA decisions have been issued.

Progress since 28.04.2006

· Administrative capacity

An annual expert meeting took place between 37 experts on EIA and EA from MOEW and the RIEW;
A training was undertaken for an expert from department “EIA and EA” who attended International Training “EIA for the countries form central and Eastern Europe”, organized by Sweden Agency SIDA with cooperation of REC;

A project has been approved for initiators of plans and programmes under the EA procedures. The training will be financed by the State Budget from a fund specially designated for the purposes of the European integration.

· Enforcement Record: 

With regard to the practical implementation of EIA and EA procedures the following acts were issued by the Minister of environment and water:

· 2 EIA decisions for approval of investment proposals. The decisions are not appealed to the court.

2 EA screening decisions on the necessity for EA on the Operational programmes “Environment” and “Transport”. The decisions are not appealed to the court.

29 certificates for registration of the EIA and EA experts in the public register have been issued by the minister of environment and water; 3 motivated refusals for registration and 11 partial refusals. The decisions are not appealed to the court.

Funding has been provided for establishment a public register of the EA plans and programmes procedures by a special State Budget fund designated for the purposes of the European integration.

The implementation of legislation and administrative capacity building in the sector on horizontal legislation are carried out in compliance with the taken commitments.  Progress was achieved within the reporting period.
WASTE MANAGEMENT 

Conclusion/ recommendation of EC: 

Inadequate attention is paid to recruiting additional specially trained staff for implementation of the waste management legislation, particularly at regional and local levels. Further implementing steps are required regarding the Waste Framework and Hazardous Waste Directives. Preparations need to be stepped up, in particular for the development of an integrated network of disposal installations.

State of play

· Administrative capacity

65 experts on waste management issues have been appointed in RIEWs until 31 May 2005. With view to strengthening of the administrative capacity, 42 experts were appointed at regional level within 01.06.2005 -31.05.2006.

60 seminars on the management of specific waste streams were held in 2005. They were attended by representatives from the Waste Management Directorate of the MOEW, RIEW and municipalities. The seminars were focused on the requirements of the newly adopted legislation, transposing the EU Acquis on Waste Management.

· Implementation of the legislation 

During the period 2002-2005 the process of construction by stages of 55 regional landfills continued. 

Up to now:

22 regional landfills have been constructed and put into operation;

New cells are being constructed in the 6 of the regional landfills which have already been put into operation or spent capacity cells of these regional landfills are being remediated;

9 regional landfills are under construction;

24 regional landfills are at different stage of preparation. Currently 22 facilities for treatment of industrial and hazardous waste and 38 facilities for recycling are operational. A cell for hazardous waste has been constructed in the Regional landfill of Rousse. 

IPPC permits have been issued to 5 cement kilns and 4 of them are permitted to use different types of waste as an alternative fuel for energy recovery in the course of cement production.

Progress since 28 April 2006

· Secondary legislation

Ordinance on the requirements for placing on the market of electrical and electronic equipment and treatment and transportation of waste electrical and electronic equipment, was adopted with CM Decree № 82/10.04.2006 (published in State Gazette 36/02.05.2006, in force since 01.07.2006) transposing Directive 2002/96/EC and Directive 2002/95/EC.

· Administrative capacity

During the reporting period 1 expert on waste management issues has been appointed at the RIEW.

The following seminars and trainings were held: 

· Seminar on “Water Framework Directive, waste water treatment plants and treatment of sewage sludge”, organized by TAIEX, with the participation of 50 experts - representatives from MOEW, RIEW and municipalities;

· Seminar on “Construction and demolition waste”, organized by TAIEX, with the participation of 60 representatives from MOEW, RIEW, municipalities, industry and representatives from the Architecture University;

· Seminar on “Hazardous waste legislation”, organized by TAIEX, with the participation of 60 experts - representatives from MOEW, RIEW;

· Six seminars were held in order to provide special training on the implementation of environmental acquis focusing on the supervision and control of shipments of waste within, into and out of the EU for more than 150 customs officials; 

· A Seminar within Twinning project BG/04/IB/EN/03 with representatives from RIEW was held. On the basis of the Austrian experience, the participants were trained on the preparation of inspections of undertakings, method of identification of the undertaking which should be inspected and procedure of carrying out inspections with the purpose of the transboundary shipment of waste. 

· Enforcement record

· 11 permits were issued from the Minister of environment and waters for waste management activities;

· The Directors of the RIEW have issued 122 permits for waste activities, 66 registration documents for collection, transportation and temporary storage of non hazardous waste and 52 certificates for compliance of the sites for ferrous and non-ferrous metals with the legal requirements.

· 1 registration document for import of Green listed waste, 2 permits for import of hazardous waste and 2 permits for export of hazardous waste have been issued. 

· 134 infringement acts and 35 penal acts have been issued.

The training of stuff, the implementation of the Framework directive and the development of the integrated waste network is implemented in accordance with the commitments assumed. A progress is achieved within the reporting period. 
WATER QUALITY SECTOR

Conclusion/ recommendation of EC: 

1. Legislation implementing the Water Framework Directive is pending final parliamentary approval.

2. Further strengthening of the administrative capacity is needed, in particular at regional level and in terms of human resources, laboratories and equipment.

3. Cooperation and coordination between the different institutions and administrations involved is lagging behind.

4. As regards the Nitrates Directive, the Drinking Water Directive and the Surface Water Directive implementation is lagging behind. Preparations need to be stepped up.

State of Play: 

· Administrative capacity

The EC recommendations about the administrative capacity and the equipment concern the Ministry of Health and the Regional Inspectorates for Protection and Control of Public Health (RIPCPH) within the Ministry of Health.

With the adoption of a new Rules of Procedure of the Ministry of Health (SG 22/14.03.2006), the administrative capacity at national level is strengthened and the number of the staff in the Public Health Directorate, responsible for the implementation of the legislation on drinking and bathing waters has been increased with 4 experts. At present a Twining project BG/2004/AB/EN/04 is being implemented at the Ministry of Health. It aims to strengthen the administrative capacity of the structures of the Ministry of Healthe on the implementation of the Drinking water directive, Bathing water directive and Surface water, intended for the abstraction of drinking water (Directive 98/83/EC, Directive 76/160/EEC, Directive 75/440/EEC and Directive 79/869/EEC).

As regards the administrative capacity of MOEW, with the amendments of the Rules of Procedure, made in 2002 and 2003 the staff in the Basin directorates was increased with 230 experts. Measures for the strengthening of the capacity were also adopted in 2005, when 17 experts were appointed in the Basin directorates for implementation of the legislation in the field of water management. The increase of the staff was achieved with the amendments of the Rules of Procedure of MOEW and Environment Executive Agency, adopted in July 2005 (CM Decree №. 100/2005).

For the period 2001-2005, 59 seminars were held on the implementation of the Framework Directive 2000/60/EC, Directive 98/83/EC, on the optimization in the operation of the waste water treatment plants, the water management and river basin management, the contents and compass of the River basin management plans, monitoring and modeling of the water quality, the problems of sludge usage from UWWTP, as well as in the field of biological assessment of the rivers, of  the natural resources protection and sustainable development, control activities of the Basin directorates, risk assessment of surface and ground waters, management of database and software operation, hydrotechnological constructions and improvement of the public access to information concerning water management. 

With regard to the cooperation and coordination between the different participating institutions and administrations, in 2004 with an Order of the Minister of environment and water an Inter Institutional Unit was established, for co-ordination of the activities related to the implementation of the requirements of the Water Framework Directive, Directive 2000/60/EC.

· Implementation of the legislation:

With respect to the implementation of Nitrates directive (Directive 91/676/EEC), the Competent authority for preparation of programmes оf activities for reduction of nitrates pollution from agricultural sources, which envisages enhancement of the effectiveness in the implementation of the directive is the Minister of agriculture and forestry. Following an Order № RD 09-431/22.08.2005 of the Minister of agriculture and forestry Rules for good agricultural practice were prepared and approved. A training of experts from the structures of MOEW and MAF was carried out focusing on the implementation of the Rules for good agricultural practice. 

With respect to the drinking water directive (Directive 98/83/EC) 

The directive is transposed with Ordinance № 9 on the Quality of Water Intended for Human Consumption (State Gazette 30/2001) and is enforced since 2001.

All other requirements of the Directive 98/83/EC are being fulfilled regularly. For the period January 2005-December 2005, 506 prescriptions, 341 acts for ascertaining of administrative violations and 5 Orders for water supply cessation are issued.
With respect to the Directives on the quality requirements to surface waters, intended for abstraction of drinking water (Directive 75/440/EEC and Directive 79/869/EEC), the directives are transposed with Ordinance № 12 from 12.06.2002 for the quality requirements to surface waters, intended for abstraction of drinking water (SG 63/2002). They are being implemented since 2002.

Progress since 28 April 2006: 

· Legislation adopted by the Parliament:

On 6.07.2006 the National Assembly adopted at first reading the Law on amendment of the Law on Water, transposing Directive 2000/60/EC.

· Enforcement Record: 

· Acts for ascertaining of administrative violations issued – 67

· Penalty statements issued – 47

· Control inspections carried out – 609

· Permits for water use and/or use of water issued – 175

· Decisions for termination of permits – 9 

· Decisions for refusal of issuing permits – 3

· Orders for establishment of protected sanitary zones – 2

· Court cases – 10

The strengthening of the administrative capacity and the implementation of the legislation is in accordance with the commitments assumed. A progress was achieved within the reporting period.

INDUSTRIAL POLLUTION AND INTEGRATED PERMITS

Conclusion/ recommendation of EC: 

1. Some additional capacity is required at regional level. 

2. The total number of integrated permits issued so far is around 80 out of the 230 sites which need to be assessed. 
3. In addition, another 14 permits are under review. Preparations need to be stepped up. 

State of Play:

· Administrative capacity 

A department directly responsible for issuing integrated permits as provided by Directive 96/61/EC was established within the Environment Executive Agency in the beginning of 2002. A number of trainings, seminars and workshops on transposition of acquis were held.

· Implementation of the legislation:

The issuing of integrated permits is in compliance with the schedule provided by the Ordinance on integrated industrial pollution prevention and control. Till 28 april 101 integrated permits are issued which is almost a half of the total number of 230 permits to be granted by 30.10.2007.

Inspections on integrated permits have been carried out since 2005. 122 inspections were carried out, 280 non compliances were established, 143 prescriptions were made, 36 sanctions were imposed, and 15 acts of administrative infringements were drawn up.

Progress since 28 April 2006:

· Administrative capacity

The following trainings aimed at strengthening of the administrative capacity were held mainly at regional level:

· A Workshop on the Practical Aspects of the Implementation of the Directive on Industrial Pollution and Control which was organized by the “Preventive Activities” Directorate in MOEW, together with the European Commission and was attended by 35 experts from RIEW as well as from the Integrated Permits Department in the  Environment Executive Agency.

· A Seminar on Joint Implementation of the Procedures on Environment Impact assessment and Integrated Permits was organized by TAIEX. The event was attended by 40 experts from RIEW and experts form the Integrated Permits Department, Environment Executive Agency.

· A regular workshop for 40 experts responsible for preparing the documentation for integrated permits was held. It was organized by the “Preventive Activities” Directorate in MOEW and aimed at providing training for experts from RIEW and experts form the Integrated Permits Department in the Environment Executive Agency.

· Enforcement Record 

7 integrated permits and 6 refusals for issuing of integrated permits were granted which increases the total number of the integrated permits to 108. 4 procedures on updating the integrated permits are completed. Currently 105 procedures for issuing integrated permits (first issuing) are opened. The same refers to 3 procedures on checking issued integrated permits.  
Capacity building at regional level as well as issuing integrated permits is carried out in compliance with the taken commitments. Progress was achieved within the reported period.

CHEMICALS AND GENETICALLY MODIFIED ORGANISMS SECTOR

	Conclusion/ recommendation of EC: 

Concerning chemicals and genetically modified organisms the further strengthening of the administrative capacity is needed.      


State of Play:

· Strengthening of the administrative capacity

In line with the commitments for strengthening of the administrative capacity in the field of the management of chemical substances and preparations, at the beginning of 2001 in the „Coordination of Regional Inspectorates of Environment and Water” Directorate in MOEW a new „Operative control and management of the dangerous chemical substances” Department was created. Its administrative capacity was gradually strengthened – at the beginning of 2003 6 new experts were appointed. In 2005 16 experts were additionally appointed to be responsible for the implementation of the legislation in this sector. One of them was appointed at central level and the other 15 new experts were appointed in the RIEW. In 2006 two more experts were appointed in the “Operative control and management of the dangerous chemical substances” Department in MOEW, so the total number of experts involved in this field on central level increased to 13. At the regional level (in the RIEW), the total number of experts responsible for the control on chemicals, is 27.

In the Ministry of Health 3 experts were appointed at central level and 80 experts at the regional level, for implementation and control on the chemicals legislation (including biocides). An Expert Commission on biocide preparations has already been established consisting of 16 experts.  

Workshops are being held on regular basis for experts from RIEW and Regional Inspectorates of control and protection of public health, regarding the implementation of the control over the chemicals legislation, as well as the implementation of the secondary legislation adopted under the Law on Protection against the Harmful Impact of Chemical Substances and Preparations.

In the GMO sector, in the end of 2005, 6 additional experts in National Service for Nature Protection Directorate were appointed. They are responsible for genetically modified organisms and biodiversity. At regional level, 4 experts, responsible for GMO have been appointed in the RIEW.

Aiming at building the necessary administrative capacity for implementation of the GMOs legislation, the Twinning project BG 04/IB/EN/02 is being implemented. Under this project the experts directly involved in the implementation of the Law on GMO in the administration are trained. In addition, guidance and instructions are provided not only for administration, but also for the persons applying for authorization for deliberate release of GMOs into the environment and placing on the market of a GMO. 

 Progress since 28 April 2006: 

· Administrative capacity

The training regarding requirements for storage of the dangerous chemical substances, safety data sheet, electronic trade with chemicals, chemical’s control due to European network “CLEEN” was held. 37 experts were trained, 4 at central level and 35 at regional level.
The strengthening of the administrative capacity in this sector is implemented in compliance with taken commitments. Progress was achieved within the reporting period.

NOISE SECTOR

Conclusion/ recommendation of EC: 
As for noise, action plans and strategic noise maps have not yet been completed, but in general preparations are on track.
State of play

The commitments are implemented on time and according to the schedule. 

With the adoption of the Law on Protection from the Environmental Noise (SG 74/13.09.2005/ in force 1.01.2006) Directive 2002/49/ЕС was transposed. In accordance with the Directive, the following deadlines for elaboration of the strategic noise maps were introduced in the Law:

· For agglomerations with more than 250000 inhabitants strategic noise maps should be prepared no later than 30 June 2007, and for all other agglomerations, major roads as well as the major railways - no later than 30 June 2012.

· Concerning action plans for agglomerations with more than 250000 inhabitants, the action plans should be prepared no later than 18 July 2007, and for all other agglomerations, major roads as well as the major railways - no later than 18 July 2013.

Progress since 28 April 2006:

· Secondary Legislation: 

 In June 2006 the Minister of Health and the Minister of Environment and Water adopted an Ordinance on noise indicators in the environment, admitting the level of annoyance during the period of twenty-four hours, limit values of the noise indicators as well as assessment methods of the harmful impact on peoples health, transposing Annexes I, II and III. On 19 June 2006 the Ordinance was sent for publishing in the SG.  

The preparation of the action plans and the strategic noise maps is implemented in compliance with the commitments. Progress was achieved within the reporting period.

NUCLEAR SAFETY AND RADIATION PROTECTION
Conclusion/ recommendation of EC: 

Administrative capacity is largely in place, except for the enforcement of the aspects relating to medical exposure. Preparations in this area need to be stepped up.
State of play

During the period 1997-2005 the administrative capacity of the NRA was under development, including in the field of medical exposure on the use of the sources of ionizing radiation. The strengthening of the administrative capacity is ensured by training of the staff, including bilateral cooperation with the United Kingdom, International Agency on nuclear energy and Phare Programme. 

In accordance with recommendations in the 2005 EC Monitoring Report the strengthening of the administrative capacity in the NRA as regulatory authority responsible for regulating use and of sources of the ionizing radiation has been incorporated in the adopted by the government action plan from 1 December 2006.

Administrative capacity 

With CM Decree № 124/2 June 2006 the total number of staff at the Nuclear Regulatory Agency is 108 people. This includes experts responsible for medical exposure.

Progress was achieved within the reporting period.

Chapter 23 „Consumer and health protection”

Conclusion/ recommendation of EC: As regards the non-safety-related measures, the adoption of the new Consumer Protection Law represented an important step forward in the transposition of several directives. Bulgaria has not transposed parts of the acquis on consumer credit, distance marketing of consumer financial services and injunctions…  
State of play:

After the adoption of the Law on Consumer protection, which fully transposed many directives in the field of consumer protection, the transposition of acquis continued. Within the period after the last Monitoring report the directives on the consumer credit and on injunctions have been fully transposed. A draft law has been elaborated transposing the last remain directive in the field of consumer protection – the directive on distance marketing of consumer financial services. After its adoption the Bulgarian legislation will be fully harmonized with the acquis on chapter 23 “Consumer and health protection”. 
Progress since 28 April 2006 

· Legislation adopted by the Parliament:

The Law on Consumer Credit was adopted by the Parliament on June 15 2006 (promulgated in State Gazette, issue 53 of June 30, 2006). The Law transposes completely into Bulgarian legislation the requirements of the following EU directives: Directive 87/102/EEC, Directive 90/88/EEC and Directive 98/7/EC on consumer credit. The Commission on Consumer Protection will be in charge for the enforcement of the Law on Consumer Credit.
An amendment to the Law on Consumer Protection was adopted by the Parliament on June 15, 2006 (promulgated in State Gazette, issue 53 of June 30, 2006). The amendment of the Law on Consumer Protection aims at achieving complete transposition into Bulgarian legislation of the requirements of Directive 98/27/EC on actions for injunctions of the legislation to protect the economy interest of the consumers. According to the amendments to the Law the Minister of Economy and Energy will draw up a list of qualified entities in Bulgaria which will be granted locus standing to bring actions in court for the cessation or prohibition of actions or marketing practices which harm the collective interests of consumers. The Minister of Economy and Energy shall notify to the European Commission the list of qualified entities in Bulgaria. The amendments to the Law on Consumer Protection broaden the scope of the term “violation of collective interests of consumers”, in order to include also violations of the national legislation of the EU Member States, transposing the directives contained in the annex to Directive 98/27/EC. The amendments aim also at providing possibility for qualified entities of EU Member States on the territory of which the consequences of the violation of collective interests of consumers have occurred to take actions in Bulgarian courts for the cessation or prohibition of the action or marketing practices which violate the legislation. Another important feature of the amendments is that they aim at accelerating the court procedure for actions for injunctions. According to the new provisions the court shall rule on the actions for injunctions within 14 days following the introduction of the claim into the register of the court. It is no be noted that the amendments to the Law on Consumer Protection aim also at creating conditions for the transposition into Bulgarian legislation of some provisions contained in the Regulation (EC) 2006/2004 on cooperation between national authorities responsible for the enforcement of consumer protection laws (the Regulation on consumer protection cooperation). Thus, provisions of the new Article 68 “a” prohibit any action or omission which is contrary to the legislation on the protection of the economic interests of consumers, indicated in Regulation 2006/2004 on the administrative cooperation between competent authorities in charge for the enforcement of legislation on the protection of economic interests of consumers. In addition, Article 68 “a” creates a legal basis for the designation of Bulgaria of the competent authorities under the Regulation. This provision of the Law provides that the Council of Ministers shall designate the authorities which are in charge for the protection of the economic interests of consumers under the Regulation (EC) 2006/2004.

· Secondary Legislation:

The Ordinance on the Terms and Procedure for the withdrawal from the market, recall from consumers of dangerous products and destruction thereof and for the compensation of consumers was adopted with Council of Ministers Decree № 130 of June 2, 2006, promulgated in State Gazette issue 48 of June 13, 2006. This Ordinance aims at achieving complete transposition into the Bulgarian legislation of the requirements of Directive 2001/95/EC on general product safety.

Council of Ministers Decree № 139 of June 7, 2006 on the adoption of Rules of Procedure of the Commission on Consumer Protection (CCP), promulgated in State Gazette issue 49 of June 16, 2006. The Commission on Consumer Protection is the main administrative authority in charge of the enforcement of the consumer protection legislation. The Rules of Procedure of the CCP were adopted on the basis of Article 165, Paragraph 10 of the Law on Consumer Protection and brings the activity, structure and the functioning of the Commission in line with requirements of this law.

Ordinance on the Terms and Procedure for the provision of information on products and services presenting risk for consumers and on the procedure for carrying out the cooperation between producers, distributors, service providers and controlling authorities, adopted with a Council of Ministers Decree № 95 of April 25, 2006, promulgated in State Gazette, issue 37 of May 5, 2006. The Ordinance purports to introduce completely into Bulgarian legislation requirements of Directive 2001/95/EC on general product safety.

Ordinance on the Terms and Procedure for the provision of information to consumers and on price indication of the service repair of electrical appliances, issued by the Minister of Economy and Energy, promulgated in State Gazette, issue 20 of March 7, 2006. This ordinance has been enacted on the basis of article 31 of the Law on Consumer Protection which stipulates that the minister for Economy and Energy shall issue ordinances on the procedure for the provision of information to consumers and on price indication of certain products and services. This ordinance purports to ensure the provision of information to consumers in the framework of the service “repair of electrical appliances” and of the service price.

Ordinance on the products imitating foodstuffs, adopted by a Council of Ministers Decree № 6 of January 13, 2006, promulgated in State Gazette issue 7 of January 24, 2006. The Ordinance transposes completely into Bulgarian legislation the requirements of Directive 87/357/EEC on products appearing to be other than they are, endanger the health and safety of consumers.

Rules on the functioning of the National Council for Consumer Protection, promulgated in State Gazette issue 13 2006. This secondary legislation has been enacted on the basis of Article 174, Paragraph 1 of the Law on Consumer Protection. It regulated the activity of the Council as a consultative body to the Minister of Economy and Energy.

Rules on the functioning of the conciliation commission, promulgated in State Gazette, issue 13 of 2006. This secondary legislation has been enacted on the basis of Article 186 of the Law on Consumer Protection. It regulates the activity of conciliation commissions as a body for the out of court settlement of consumer disputes. The new Rules on the functioning of conciliation commissions broaden the scope of activity of conciliation commissions which will act for the settlement of disputes between traders and consumers with regard to the warranty liability, consumer claims for products and services, unfair terms in consumer contracts, marketing practices and consumer contracts.

Conclusion/ recommendation of the EC: Both staffing and technical facilities of the newly established Consumer Protection Directorate as well as of the Commission of trade and Consumer Protection, in particular for the latter to perform additional functions and tasks deriving from the new Consumer Protection Law are limited.
State of play:

The achieved growth of the working staff of the Consumer Protection Directorate in the Ministry of Economy and Energy and of the Commission on Consumer Protection will effect to the administrative capacity increase, for the first institution to formulate its policy for consumer protection and for the second for effective using of the legislation.  
Progress since 28 April 2006 

· Administrative capacity:

On April 19, 2006 the Ministry of Economy and Energy started procedure for competitive entry examination for filling the 2 vacant positions with the Consumer Protection Directorate. On June 26, 2006 the 2 positions were filled and currently this Directorate has the necessary human resources for forming and carrying out consumer policy and for the integration of this policy into the other policies.

Irrespective of the general reduction of the number of civil servants within Bulgarian administration the Commission on Consumer Protection maintained the number of its staff unchanged and currently has 188 experts. At this moment the Commission on Consumer Protection is carrying out a procedure for competitive entry examination for 19 vacant positions which will be closed by the end of July.

The Ministry of Economy and Energy has started the preparatory work for the designation of competent authorities which will be in charge for the enforcement of the Regulation (EC) 2006/2004 on the administrative cooperation between the competent authorities in charge for the enforcement of the legislation on the protection of economic interests of consumers.  

Conclusion/ recommendation of the EC: The market surveillance system in this area has been improved. However, coordination between the bodies and institutions involved still has not been strengthened. Preparations need to be stepped up
State of play:

Within the period the coordination of market surveillance activities was improved significantly as result of the establishment of the Council for Coordination and Exchange of Information among the Market Surveillance Organizations. Within the mentioned period two meetings of the Council were held. 

Progress since 28 April 2006

· Adoption of the legislation

Within the period June 1, 2006-June 30, 2006 the Commission on Consumer Protection carried out 2311 inspections as follows:

· 1326 inspections- on the observance of requirements of the Law on Consumer Protection;

· 881 inspections- on the observance of the requirements of the Law on Tourism

For the same period 279 acts for administrative violations of legislation were drawn up, including 139 on the Law on Consumer Protection and 144 acts for non observance of the Law on Tourism.

Market surveillance (non food products)

Within the period June 1 2006-June 30 2006 the Commission on Consumer Protection issued 2 orders for prohibition the marketing of 2 dangerous products as follows:

· Laser pointers - HI – OUTPUT New China Laser

· Hammer for private use – Orient Tools 

In June 2006, the Commission on Consumer Protection continued its work as a national contact point to the EU system for rapid exchange of dangerous products put on the market (RAPEX). In June 2006 the Commission on Consumer Protection received 88 notifications trough the RAPEX system and another 70 reactions on notifications sent by Member States on the measures they have undertaken. The Commission on Consumer Protection sent 1 reaction related to the notification 0241/06 to the RAPEX system on the voluntary measures taken by car manufacturer of a Daimler/Chrysler AG. 

In June 2006 the Commission on Consumer Protection carried out at national level 6 market surveillance campaigns as follows: 

1. Campaign: safe products

In the framework of this campaign 116 inspections were carried out and 9 acts establishing violations of the consumer legislation were drawn up.

2. Campaign: market surveillance on shoes

In the framework of this campaign 127 inspections were carried out and 7 acts establishing violations of consumer legislation were drawn up.

3. Campaign: marker surveillance on textile products

In the framework of this campaign 150 inspections were carried out and 15 acts establishing violations of the legislation were drawn up.

4. Campaign: market surveillance of leisure equipment: tents, lounges, camp-beds

In the framework of this campaign 27 inspections were carried out and 1 act establishing a violation of legislation was drawn up.

5. Campaign: market surveillance on tourist services

In the framework of this campaign 998 inspections were carried out and 130 acts establishing violations of legislation were drawn up as follows: 123 acts establishing violations in establishments for public catering and restaurants and 7 acts for violations in accommodation premises.

6. Campaign: consumer signals on the observance of the requirements of the Law on Tourism

In the framework of this campaign 29 inspections were carried out and 8 acts establishing violations of the legislation were drawn up

In June 2006 the Commission on Consumer Protection carried out 49 joint inspections with the State Agency on Metrological and Technical surveillance and with the Ministry of Interior.

Enforcement of the legislation on the protection of the economic interests of consumers

Within the mentioned period the Commission on Consumer Protection analyzed 7 contracts with general terms offered to consumers mainly in the field of telecommunications and electricity supply.

The CCP analyzed 33 advertisements, in order to establish whether they have misleading character. 7 protocols establishing violation of the legislation (on misleading advertising) were drawn up.

Work of conciliation commissions

In June 2006, 14 conciliation commissions were convened on the following subject matter of dispute:

· white technical appliances – 1 case;

· shoes and clothes – 8 cases;

· mobile phones – 3 cases;

· furniture – 2 cases

Conclusion/ recommendation of the EC: Furthermore, few efforts have been made to develop a strong independent, representative and effective consumer movement, which would help consumers and play an effective role in consumer policy-making and market surveillance. Preparations need to be stepped up.

Progress since 28 April 2006 

· Secondary legislation:

Ordinance № 16-511, issued by the Minister of Economy and Energy of June 7 on the Terms and Procedure for the provision by the State of financial resources to consumer associations, promulgated in State Gazette issue 49 of June 16, 2006. This Ordinance has been issued on the basis of Article 172, Paragraph 3 of the Law on Consumer Protection. The Ordinance establishes an objective and transparent criteria for the allocation of financial resources to consumer associations. Thus, in order to receive financing from the State, consumer associations will have to meet the following criteria:

· to have carried out activity in favor of consumers with the last 2 years;

· to be registered with the central register for legal persons engaging in not-for-profit activity for general interest;

· to act exclusively in the interest of consumers;

· to be independent from traders’ interests;

· not to disseminate in whatsoever form any advertisements or messages which might jeopardize their independence;

Rules on the functioning of the National Council for Consumer Protection, promulgated in State Gazette issue 13 of February 10, 2006. This secondary legislation has been enacted on the basis of Article 174, Paragraph 1 of the Law on Consumer Protection. It regulated the activity of the Council as a consultative body to the minister of Economy and Energy.

· Other Relevant Developments:

Within the period May 1 2006 – 30 June 2006 the dialogue and cooperation between the State and consumer associations has improved significantly. Within that period the Commission on Consumer Protection and consumer associations set up 25 citizens’ advice bureau in the biggest marketing centers for the provision of consumer information and advice. The Commission on Consumer Protection and consumer associations carried out numerous information campaigns intended to familiarize economic operators with requirements of the new legislation. On April 20, 2006 the Ministry of Economy and Energy provided 60 000 Leva to consumer associations in order to allow them to carry out consumer protection activities.

Chapter 24

“Cooperation in the fields of justice

and home affairs”

I. POLICE COOPERATION AND FIGHT AGAINST ORGANISED CRIME 

State of play:

The national legislation in the field of police cooperation and organised crime is harmonized with the EU acquis.  

With the adoption of a new Penal Procedure Code and a new Law on the Ministry of Interior, the reform of the pre-trial phase of the criminal proceedings was accomplished, thus ensuring a high degree of efficiency of the criminal justice system.   

Investigation of criminal cases is now performed mainly by police investigators at the Ministry of the Interior, who are currently investigating 97% of the committed crimes.

Timeframes for carrying out and finalizing investigation of criminal cases were limited. Procedural rules ensuring efficiency and transparency of the pre-trial phase were introduced. The new Penal Procedure Code incorporates the mechanisms of gathering evidence, as implemented by the EU Member States in investigations of organized crime, as well as the rules and procedures for their implementation in the framework of international legal assistance.  

The newly adopted Law on the Ministry of Interior guarantees the independence of investigating police officers in the process of carrying out criminal proceedings, providing that the whole process related to the investigation and collection of evidence shall be carried out under the supervision and guidance of a prosecutor. The mechanisms of interaction and coordination among the services of the Ministry of the Interior /MoI/ related to prevention, investigation and detection of crimes are improved by unification of all previously existing services with police functions under the common management of General Police Directorate.

Training of magistrates and police investigators on the implementation of the newly adopted legislation is being delivered. A Training Plan for magistrates is adopted and is being implemented, aiming at the implementation of the new procedural regulations. 

Enhanced training is planned and is being carried out at the MoI Academy in the form of professional training, workshops and seminars for newly appointed police investigators and additional qualification courses for acting staff. 

· A total of 292 newly appointed police investigators have been trained so far and 93 more will be trained in July. The total number of newly appointed police investigators to be trained in the 2005 – 2006 academic year is 385. The training will continue in the next academic year, as well.

· 700 police investigators received enhanced training within 7 two-day training seminars. The second phase of this training is underway and will continue until all police investigators are trained. The necessary resources for that purpose have been provided from the national budget amounting to 46 620 BGN.

· In addition, all professional training modules for police officials in the National Police Service include adapted training on the implementation of the new Penal Procedure Code

A high level of co-operation between the competent authorities has been achieved enhancing the information exchange and coordination in the activities of the police, Prosecutor’s Office, Investigation Service and tax authorities in the fight against organised crime. 

Conclusion/ recommendation of EC: 

There remain serious concerns about the effectiveness of Bulgaria's fight against organized crime. 

Progress since 28 April 2006

· Secondary legislation:

The Regulation on the Implementation of the new Law on the Ministry of the Interior was adopted on 18 May 2006. It provides for the interaction between the structural units of the MoI system and improves coordination between them. The Regulation lays down concrete tasks and powers of police services and rules for career development in compliance with the principles of transparency, competition and career development based on professional performance as provided by the new Law on the MoI.

On 22 June 2006 the Prosecutor General and the Minister of the Interior signed an Instruction on the organization of the activities of the joint teams of the Prosecutor’s Office and Ministry of the Interior on combating organized crime. The Instruction regulates the setting up of joint teams and the procedures for carrying out their activities.

· Administrative capacity

Competent structures for fighting organised crime at the Prosecutor’s office and the MoI are in place. Their administrative capacity has been strengthened.

A specialized “Organized Crime” sector is operational at the “Fight against Organized Crime and Corruption” department established at the Supreme Prosecutor’s Office of Cassation in March 2006. At regional level specialised organised crime sections were set up in all appellate and regional Prosecutor’s Offices comprising 1 – 3 prosecutors depending on the size of the population centres covered by the respective Prosecutor’s Office.
In the Ministry of the Interior the specialized structure for combating organized crime at the National Police is the Chief Directorate for Combating Organized Crime. The competences of the directorate include prevention, investigation and detection of crimes committed by organized crime groups. The Chief Directorate for Combating Organized Crime has specialized structures for countering the following types of organized crime: 

· production and trafficking in drugs and precursors;

· use of violence and terrorist acts; 

· counterfeiting of currency and payment instruments, trafficking in human beings, computer crimes;

· fraud with EU funds or affecting the budget of the EC;

· trafficking in arms and ammunitions, smuggling, customs fraud, and concomitant crimes; 

· corruption;

Investigations are carried out by police investigators and are supported by units for undercover work and information and analysis. 

A new sector for analytical projects on multi-criminal structures has been set up and staffed with 6 officials. They will have access to the databases of all units of the Chief Directorate for Combating Organized Crime and will support detection and investigation activities. The sector has been provided with the necessary hardware and software. The officials have an extensive background in operational analysis and have been trained at the MoI Academy, as well as in various qualification courses under the framework of bilateral or multilateral cooperation with counterpart services of the EU Member States and SECI initiatives.       

As part of the new MoI organizational structure, specialized structural units are set up at regional police directorates, staffed with 8 to 29 officials, to work on different types of organized crime.

At present the departments of the Chief Directorate for Combating Organized Crime and the regional units for combating organized crime have the following staff: 

· 289 officials at the Chief Directorate 

· 481 at the regional units, of them 93 are police investigators. 

By the end of August the following new positions will be allocated: 

· 34 positions to the “Undercover Investigations” department;

· 8 positions to the “Money Laundering” sector; 

· 6 positions to the “Fight against Fraud with EU Funds” sector.

Progress since 28.04.2006

· Enforcement record

In the period January – May 2006 the criminal activity of 44 organised crime groups was dismantled. Over 250 pre-trial proceedings were initiated against 221 members of organized crime groups.

20 indictments against 80 persons – members of organized crime groups were submitted to the court.

Conclusion/ recommendation of EC: 

The frequent contract killings of people linked to organised crime groups continue to represent a challenge to the rule of law in the country. 

Analysis has been carried out and a report was elaborated on the typology and reasons for committed murders with elements of premeditation covering the period 2001 – 2006 to support the work on their detection. The document was provided to the European Commission at the end of June 2006.

On 8 May 2006 the Prosecutor General endorsed methodological guidelines for detecting contract killings with the aim to ensure that law enforcement and judicial authorities adopt and implement the EU best practices in detecting and investigating contract killings; to standardise operational and investigation techniques and practices applied by the competent authorities throughout the country; and to develop and further enhance investigation methods by using all possible ways for collecting data and evidence provided by law.

Conclusion/ recommendation of EC: 

A harmonized approach towards crime statistics, allowing Bulgaria to monitor the situation more closely, is yet to be established.

Police statistics at the MoI is collected and processed following the same methodology used by Germany and Austria.

A new automated information system on police statistics is being currently developed in the MoI with the support of a PHARE twinning project. 

The technical requirements of the system have been established based on the initial research and analyses of the present system for criminal statistics in Bulgaria and specifications have been presented for opening a tender procedure for supply of the necessary equipment. The project will be completed in 2007.

Conclusion/ recommendation of EC: 

The illegal possession of firearms remains a problem. 

State of play:

The legislation in this field has been harmonised with the acquis.

The control on the activities with explosives, firearms and ammunition carried out by natural persons, legal entities and trading companies under the Commercial Law, is regulated by the Law on the control of explosives, firearms and ammunitions (LCEFA). According to the LCEFA and the Regulation on its implementation the permits to carry out activities with firearms and ammunitions are issued by the director of National Police Service and the heads of the Police Stations. The control is carried out by all police authorities.

The issuance of licenses and the control on the activities of the trading companies under the Commercial Law, carrying out private security activity are regulated by the Law on Private Security. The control over the private security activities is exercised by MoI officials to the Metropolitan Police Directorate and the Regional Police Directorates according to the Law on Private Security. The licenses for private security activities are issued by the Director of the National Police Service or by an official authorized by the Director (Art. 40 of the Law on Private security).

In view of preventing crimes committed by using short-grooved firearms (pistols and revolvers), which are legally possessed by natural and legal persons and dealers, including pistols and guns rented out by the MoI, samples of cartridges and fire-cartridges of each weapon are collected and registered allowing for comparative analyses.

An information database is maintained at the MoI Forensic Science and Criminology Institute allowing for checks in cases of serious crime (murders, attempted murders, armed robberies, ect.).

Progress since 28 April 2006

· Enforcement record

Following the instructions of the MoI Chief Directorate “Countering crime maintenance of public order and prevention” police checks have been planed and carried out on the territory of the country, as follows: 

In compliance with the provisions of Art. 12, 13 and 16 of LCEFA for the period 01.09.2005 – 31.05.2006 а total of 640 persons were refused issuance of permits for possession of firearms. A total of 2084 firearms were seized, for which the grounds to allow possession of firearms have ceased to exists /1160 short grooved firearms for protection and self-defence and 924 hunting rifles /. 

90 persons were refused issuance of firearm permits in June 2006. A total of 271 firearms were seized, of which 110 short grooved firearms for protection and self-defence, and 161 hunting rifles. 

Control on security companies and licenses regime for firearms and ammunition in the previous nine months: 

	01.09.2005 – 31.05.2006

	Entities possessing firearms and ammunitions
	Number of checks conducted
	Acts under LCEFA
	Police orders under the Law on the MoI

	
	Planned
	Thematic
	Ad-hoc
	
	

	2
	3
	4
	5
	6
	7

	Legal entities
	5546
	1750
	2984
	158
	1274



	Natural persons
	48431
	15361
	11524
	3243
	2379



	Security companies
	4527
	2167
	4247
	34
	968

	Total
	58504
	19278
	18755
	3435
	4621




Control on security companies and licenses regime for firearms and ammunition in June 2006: 

	01.06. –  30.06. 2006

	№
	
	Number of checks conducted
	
	

	 
	Entities possessing firearms and ammunitions  
	Planned


	Targeted


	Ad-hoc


	Acts under LCEFA 
	Police orders under the Law on the MoI 

	1
	2
	3
	4
	5
	6
	7

	1.
	Legal entities
	979
	373
	375
	12
	124



	2.
	Natural persons 
	4023
	2232
	1946
	394
	116

	3.
	Security companies
	575
	187
	398
	3
	58

	4.
	Total
	5577
	2792
	2719
	409
	298


Control on the activities of security companies

In order to ensure more effective control, information on issued and cancelled security companies licenses was sent to the Metropolitan Police Directorate and the Regional Police Directorates together with instructions for performing the ongoing control under the Law on Private Security.

The following checks were conducted and measures taken by the police authorities in the period 01.09.2005-31.05.2006:

	01.09.2005 - 31.05.2006

	Number of checks conducted under the Law on Private Security
	Acts under the Law on Private Security
	Orders under the Law on the Ministry of the Interior

	    Planned
	  Thematic
	   Ad-hoc
	
	

	20 801


	7 102
	11 125
	318
	2103


The following checks were conducted and measures taken by the police authorities in June  2006 : 

	01.06.2006 - 30.06.2006

	   Number of checks conducted under the Law on the Private Security
	Acts under the Law on the Private Security
	Orders under the Law on the Ministry of the Interior

	    Planed
	   Thematic
	  Ad-hoc
	
	

	1 527


	646
	973
	19
	146


*  

In the period 01.09.2005- 31.05.2006  a number of specialized police operations were held on the territory of the country for curbing illegal possession, storage and use of firearms, converted gas pistols and ammunitions. A total of 113 firearms were seized, as well as 1 810 ball-cartridges, 4 803 hunting cartages and 4 grenades.

In June 2006 the Ministry of the Interior authorities seized 66 items of illegally possessed firearms, including: 14 pistols and revolvers, 3 firearms with smooth barrels with a length of the barrel of up to 510 mm., 20 firearms with smooth barrels with a length of the barrel of more than 510 mm., 1 grooved hunting rifle, 16 self-made firearms, 12 other types of firearms. A total of 2863 pieces of ammunition were seized, including 2 335 live cartridges and 528 hunting cartridges.

Conclusion/ recommendation of EC:

Bulgaria's regional co-operation, in particular at operational level, needs to be intensified. 

As one of the founding countries of SECI Centre Bulgaria actively contributes to cooperation development in the region. In the last 6 months the Bulgarian law enforcement authorities participated in 12 joint operations in the framework of SECI - including on trafficking in human beings, smuggling, customs fraud, drug trafficking.

Bulgaria participates in SEPCA and actively supports its efforts to enhance police cooperation in the region.

The following joint operations have been conducted in the first half of 2006 in the framework of the bilateral cooperation based on the concluded police cooperation agreements with the countries from the region: 

· Greece - 3 operations (2 on trafficking in human beings and 1 on kidnapping);

· Serbia and Montenegro - for drug trafficking and kidnapping. Information of mutual interest has been exchanged on 38 cases;  

· FYR Macedonia - on cases of trafficking in human beings and thefts of luxury motor vehicles. In Macedonia charges have been brought against a Macedonian national, a Kosovar, and 8 Bulgarian nationals. Operational information has been exchanged on 24 cases. 

· Bilateral cooperation with Turkey is active, especially in the field of drug trafficking and smuggling.  

Bulgaria explores all legal and practical mechanisms available for effective police cooperation in the framework of the region.

The MoI has seconded liaison officers to 16 countries, including EU MSs /11/, neighboring countries /Romania, Greece, FYROM/, SECI Centre and Europol. 

Direct secure lines for exchange of information in real time are set up and used. 

Conclusion/ recommendation of EC:
Data protection and confidential information treatment is not yet always adequate, which affects international cooperation.

Bulgaria has reliable systems for protection of classified information and official non-classified information.  

In June 2006 thematic ad-hoc checks were conducted in MoI police services with regard to the protection of police information, including in the framework of international police cooperation. 

The results of the checks show that the MoI has adopted and strictly implements principles for maintaining reliable information protection. Technical means are used to secure isolated connections ensuring the highest possible degree of protection against unauthorised access. High-level protection elements are installed and 24-hour contact points are established. 

The premises, in which connection with foreign police services takes place, are secured, and the access to them is limited only to officials operating with the communication system for connection. The systems used have anti-virus software and encryption decoders. Each system user has an individual password. The exchange of sensitive information in terms of international police cooperation is carried our in strict compliance with the legal requirements, international legal instruments to which Bulgaria is a party and/or bilateral agreements between the parties, exchanging such type of information.

By the end of July 2006 the MoI Academy will conduct a training course for updating professional qualifications on working with non-classified sensitive information for MoI officials involved in international police cooperation. A certificate will be issued to those who passed the training.

A second inspection on protection of information in Bulgaria was carried out in the period 19 - 22 June 2006 by the EU security bodies (EU Council Security Office and the EC Security Directorate). The aim of the inspection was to check the system for protection of classified information in Bulgaria and to assess the implementation of the recommendations contained in the report from the first inspection that took place on 9 and 10 March 2005. The conclusions in the report of the inspection team gave positive evaluation of the system for protection of classified information in Bulgaria and state that Bulgaria is fully ready to effectively protect EU classified information. The results from the inspection were presented at the meeting of the Security Committee of the Council on 26 June 2006. 

Funding from the national budget to the amount of 3 000 000 BGN has been provided for further modernising the equipment of the established system for information security.  

II. MONEY LAUNDERING 

State of play:

Bulgaria has achieved a considerable progress in the process of alignment of its national legislation in the field of money laundering with the EU acquis. The Financial Intelligence Agency (FIA) has been functioning since 1998. By consecutive amendments to the Law on the Measures against Money Laundering the scope of the persons obliged to report under the law has been extended in compliance with the requirements of the EU acquis.
Progress since 28 April 2006

Conclusion/ recommendation of EC: 

Proper implementation of its legislation is unsatisfactory especially in the lack of tangible results in enforcement, in particular the absence of convictions.

· Legislation adopted by the Parliament:

On 21 June 2006 the National Assembly adopted amendments to the Law on Measures against Money Laundering (LMML). The amendments align Bulgarian legislation with the revised FATF recommendations. As for the requirement of the 2nd EU anti-money laundering Directive 2001/97/EC regarding the obligation for persons providing professional legal assistance, the Law includes precise provisions in line with the Directive.

The new Law on Credit Institutions has been adopted by the National Assembly on 13 July 2006. It aims at further regulation of bank secrecy in money laundering investigations. According to the law provisions in cases of money laundering and organised crime the Prosecutor General will have competences to request from banks information constituting bank secrecy, which cannot be refused.

· Secondary legislation 

According to Art. 10, para 14 of the LMML, the cooperation between the FIA and the MoI and between FIA and the Supreme Prosecutor’s Office of Cassation is regulated by separate instructions for interaction. The practice has shown however the need to regulate the relations among the three institutions by a common legal instrument in order to determine comprehensively and jointly the obligations of each institution related to exchange of information on the state of play on the signals obtained from the FIA, the specific unit tasked to accomplish the inspection, timely accomplishment of pre-trial proceedings and submission of indictments to the respective court.

To this end, a Joint Instruction was signed on 3 July 2006 by the Minister of the Interior, the Minister of Finance and the Prosecutor General. It formally regulates the improved practical cooperation between those authorities. 

Unlike the existing Joint Instruction between the MoI and FIA, the new document regulates the cooperation in a trilateral format. It also reflects the new legal developments introduced with the amendments to the LMML of 21 June 2006.

The Instruction provides for effective interaction between the competent authorities, avoiding duplication of competences and ensures efficiency in preventing the use of the financial system for money laundering.
· Administrative capacity 

Conclusion/ recommendation of EC: 

The co-operation between law enforcement agencies is still insufficient. 

A close interaction is achieved between the competent authorities in this field and the interagency cooperation has also been improved. Specialised structures have been created and strengthened at the Supreme Prosecutor’s Office of Cassation and the Ministry of the Interior competent in the fight against money laundering.

A specialized Money Laundering Sector is operational at the Supreme Prosecutor’s Office of Cassation, within the Specialised Department for Counteracting Organised Crime and Corruption, set up in March 2006. The prosecutors from this sector perform control and monitoring over pre-trial proceedings in this area.

The new organizational structure of the Chief Directorate for Combating Organized Crime has a special independent sector on money laundering. The number of officials working in the sector is increased by 8, bringing the total number of staff to 15. The sector has the necessary hardware and software for data processing.

The sector is the single point of contact and information exchanged with the FIA. 

In all 28 regional units for combating organised crime, up to three specialised officials have been appointed to work on detection of money laundering. When necessary they work jointly with officials from the Economic Police in the respective regions. 

Since the end of May 2006 a joint team has been functioning, comprising a prosecutor from the Supreme Prosecutor’s Office of Cassation and representatives of FIA and MoI, responsible for checking information obtained from the financial intelligence unit of an EU Member State concerning suspicious financial operations involving persons from the 90-s of operational interest. 

An improved mechanism is being implemented to report suspicious financial operations and transactions.

Draft amendments to the Rules of Procedure of the Financial Intelligence Agency have been elaborated providing for an increase of the staff of the Inspectorate Directorate of the FIA by 10 positions. This will contribute to the efficiency of supervision of the obliged persons under the LMML. 

· Enforcement record

In the period 1 January – 31 may 2006 the number of signals concerning money laundering was, as follows:

	Signals for suspicious financial transactions sent by the FIA to the MoI
	107

	Signals pending checks at the General Police Directorate 
	61

	Signals pending checks at the Regional Police Directorates
	26

	Signals sent by the MoI to the Sofia Prosecutor’s Office and to the Supreme Prosecutor’s Office of Cassation where there are strong reasons to suspect money laundering 
	20


Checks ordered by the competent Prosecutor’s Office carried out by the MoI authorities on the above signals:

	Number of cases in which checks were ordered or  instructions given to the MoI authorities
	73

	Number of checks ordered to the General Police Directorate
	27 (out of 61 signals)

	Number of checks ordered to the Regional Police Directorates
	26 (out of 26 signals)

	Cases in which specific instruction were given to the MoI 
	20 (out of 20 signals submitted by the MoI)


The total number of pending proceedings at the MoI is 66 (for which a final prosecutorial act has not yet been issued).

44 pre-trial proceedings are in process in the Prosecutor’s Office. 

Up to 30 June 2006, 10 indictments for money laundering against 16 persons have been submitted to the courts. 2 of them were submitted to the court in May and June 2006. 

The investigation on another 4 cases has been completed and indictments on them are to be submitted to court in July and August 2006. 

Conclusion/ recommendation of EC: 

Sufficient training in all bodies dealing with money laundering cases has still not been provided. 

The MoI Academy provides obligatory trainings on counteracting money laundering in the BA’s full-time and extramural courses, as well as in the qualification and further qualification trainings for police officials. 

During the 2005-2006 academic year, a total of 341 police officials from the Criminal Police, the Economic Police and the Chief Directorate for Combating Organised Crime attended a basic course on detecting money laundering.

Practical training and case studies are also held on these issues. During the 2005/2006 academic year the following trainings were held:

· Two courses for enhancing the qualification of 44 police officials dealing with money laundering issues.

· 4-week interactive course for further qualification of operational staff of the Chief Directorate for Combating Organized Crime in order to present the problems on counteracting money laundering by organized crime groups.

· 4-week course for further qualification of operational staff of the Economic Police.

During the 2006-2007 academic year the training on counteracting money laundering will be optimized and the duration of courses for updating professional qualification will be increased to 5 days. 

So far two seminars on money laundering issues were organised for the officials of 14 regional units for combating organised crime. Two more seminars will be held for the other 14 units.   

By September 2006 the MoI Academy will provide training to police officials, FIA analysts, prosecutors and police investigators for enhancing their professional qualification in preparing financial profiles, criminal analysis, collecting and verifying evidence.

The National Institute of Justice has planned two courses on money laundering issues to be held on 19-21 July 2006 and 25-27 July 2006, which will provide training to a total of 60 prosecutors from various regions. 

Prosecutors, investigators, representatives of the FIA, the Commission for identifying criminal assets and the National Revenue Agency will be trained on developing financial profiles and criminal analysis. The training will take place in September 2006 in the framework of two courses for a total of 70 experts. 
III. FIGHT AGAINST CORRUPTION 

Transparency and Prevention

State of play:

Conclusion/ recommendation of EC:
The implementation of the Strategy, however, is not linked to a performance management system, with concrete and measurable targets.
Bulgaria has achieved concrete practical results and continues its active policy aimed at preventing and countering corruption. 

Note: Detailed information on the fight against corruption in all spheres of public life, including high-level corruption, is contained in the Political Criteria section.

Conclusion/ recommendation of EC:
Law enforcement agencies, including the Customs Agency, remain very vulnerable to corruption and improper behavior.
Concrete practical results have been achieved and the active work aiming at prevention and countering corruption of law enforcement authorities is in progress.

Fight against corruption at the Ministry of the Interior 

The necessary legal and organizational conditions for preventing and detecting corruption have been created at the Ministry of the Interior /MoI/. The established unified system for countering corruption employs pro-active methods for receiving signals, which are then duly checked by specialized units. 

There are two anonymous telephone hotlines for receiving complaints about corrupt activities of MoI officials - an internal one /for officials/ and an external one /for the public/. There is a special web-cite containing an electronic form that can also be used to submit corruption signals, including anonymous ones - http://nocorr.mvr.bg.
A Partnership Agreement with the three national TV stations was signed in the beginning of July 2006 and a Media Action Plan on ways of receiving corruption signals was approved. Anti-corruption messages and information on the telephone hotlines that can be used to submit signals are presented to the public through video clips that are being broadcasted, as well as billboards and brochures. Signals can be submitted for all types of corruption in all spheres of public life. As a result of the initiated media campaign, a total of 624 signals were received in the period 3 - 11 July from the telephone hotline and via the Internet. 

The Code of Ethics of Police Officials and the 10 Principles for preventing corruption at the MoI continue to be effectively implemented. 

Integrity tests, prevention measures and other modern best practices continue to be implemented within the MoI structures vulnerable to corruption pressure.

Stickers showing the numbers of the anonymous telephone hotline and the Internet address that can be used by the public to submit signals for corrupt behaviour of MoI officials continue to be disseminated in the MoI structural units throughout the country and in public places. 
An Instruction on the organization and methodology for using psychological methods for preventing and countering corruptions was endorsed on 22 June 2006.

The necessary financial resources to the amount of 500 000 BGN have been provided from the national budget for supplying the car patrols and stationary posts with technical equipment for automatic recording of traffic offences. This will help to combat corruption in the Traffic Police. 

Fight against corruption at the Customs Agency 

Internal action against corruption and misconduct  

Besides the regular measures as mentioned above, the period since the end of April saw enhanced internal inquiry and investigation activities triggered by all tip-offs and complains about customs officials wrongdoing, with the push now being to get these complete as rapidly as manageable while keeping public aware of the results. The staff accountability and performance assessment system comprising all officials is streamlined consistently with the efficiency of risk profile-based checks and irregularity detection rate. NCA Director Order No ZAM-113/13.06.2006 approved new Instructions on the establishment of disciplinary violations and conducting disciplinary procedures in the National Customs Agency. The job descriptions of all managerial positions were updated to include additional responsibilities regarding the control over strict compliance of the operational procedure rules. The conflict of interest declaration register referred to above is also being further developed by customs officials in order to enable more efficient operational control toward prevention of conflict of interests.  

A “Seizure Awards” monitoring system is currently being applied to encourage individual and team results from the various control efforts of the customs administration. Besides the basic remuneration, customs officials receive an Additional Material Incentive (AMI) on a quarter basis for three general reasons:

· To motivate customs officials in the fight against corruption; 

· For revealed cases of smuggling in goods and narcotic substances, as well as of customs fraud and currency violations; 

· A general AMI depending on the individual contribution of each official, which is based on his/her performance appraisal for the relevant quarter.  

Currently, the Q2’2006 information is being processed.  Projections suggest that about 10 % of the customs administration staff will receive such incentive.  

External action through improving the existing and setting up new and better environment for legal business 

The information published on the NCA’s website www.customs.bg is kept updated. A PR Centre works extra time receiving questions and regularly providing answers to business sector representatives, journalists and citizens. Hotlines are visibly displayed at customs establishments and on the NCA’s website. Postboxes are put at customs establishment so that they are clearly visible for those who wish to file complains and tip-offs. Stickers and information boards are provided at proper locations to inform individuals about their rights and obligations that pertain to the application of customs legislation and procedures. In June, the last edition of the specialised Customs Chronicle Magazine was published and disseminated across business sector containing comments on various aspects of customs legislations and procedures. 

The level of using simplified customs procedures continues to rise and since July 2006, there has been a capability in place that enables some customs documents to be submitted electronically. An Ordinance on the Arrangement for Electronic Submission of Declarations to Customs Authorities is in place. With regard to its application, tests were run to verify conformance between the customs information system and the information systems of the economic operators. Training for economic operators on how to work with the e-declaration system was also provided.

In June, a Data Dissemination System Module was developed. It enables customs operators to receive data about the application of customs procedures and the customs and trade policy measures.

In June and July 2006, a series of seminars and meetings were held to discuss the amendments to the customs legislation and practice related to the pre-accession preparations. The seminars were attended by various companies and economic operators united in associations and subsidiary structures. These practices not only facilitate transactions of individuals and businesses but also downsize the scope for corruption activities by customs officials. 

To get a feedback and real public appreciation of the actions taken by the management, a draft risk management programme was drawn up, including the risk of corruption and other unlawful actions by customs officials in their dealings with business. That programme also targets to set up practical mechanism for operational interaction with representatives of trade associations and producers in order to exchange information about trends in market development and any risks of legislative violation. It has been planned to use methods for periodic business environment studies by order and analysis of results from independent external studies, researches through customs-disseminated questionnaires, discussions on the complaint review arrangements, recommendations and requests for specialized information and reporting the results thereof.
· Enforcement record

MoI statistics 

Results from the work of the MoI on countering corruption 

In the period 1 January - 31 May 2006 police officers worked on corruption cases as follows:

Bribery /Art. 301-307a of the Penal Code /

· 39 crimes were investigated, which caused damages to the amount of 701 000 BGN

· 32 crimes were detected, 6 of them committed in past years

· 11 crimes are still under investigation

The statistical data indicates a slight decrease in the number of detected crimes compared to 2005 /by 12 cases/, while at the same time the amount of the damages detected has increased more than 40 times /from 17 000 BGN to 701 000 BGN/.     

Abuse of official position for the purpose of profiting or obtaining material benefits for the official or other person /Art.  282-283a of the Penal Code/

· 161 crimes were investigated, which resulted in damages to the amount of 27.8 ml BGN 

· 116 crimes were detected

· 41 crimes are still under investigation

The mentioned offences represent 49.6 % of the investigated cases of abuse of official position. 

Concluding unprofitable deals /Art. 220 of the Penal Code/

· 14 crimes were investigated, which caused damages to the amount of 953 000 BGN

· 5 crimes were detected

· 6 crimes from past years were detected

· 8 crimes are still under investigation 

Law enforcement in the field of high-level corruption 

According to data provided by the Prosecutor’s Office, in the period 1 January - 26 June 2006, 8 convictions have been pronounced and 31 indictments were submitted to court with regards to high-level corruption, including of magistrates. 

There are 6 newly, after 1 May 2006, established pre-trial proceedings related to high-level corruption.

As to 26 June 2006, 32 pre-trial cases related to high-level corruption are pending. The specialized units of the Prosecutor’s Offices throughout the country and the Supreme Prosecutor’s Office of Cassation performed checks on 16 files containing data on offences committed by high-level officials and magistrates.

Note: the above data are contained in the Political Criteria section. 

Results from the work of the MoI on countering internal corruption 

A total of 115 reports for corruption against 139 MoI officials were received in the period 1 January - 31 May 2006. The results of the checks made are as follows:

· 26 persons were dismissed for corrupt behaviour, of which: 

· 17 under disciplinary procedure

· 9 under administrative procedure. 

· other disciplinary sanctions were imposed on 23 officials /written warning, reprimand/ for behaviour which does not constitute a serious disciplinary offence

· 6 officials were reappointed to other positions in order to take them out of the corruption environment.

· 15 officials were submitted to the Prosecutor’s Office

In addition to the above figures, another 99 signals were received via the Internet and the telephone hotlines (57 through the hotlines compared to 43 for the same period in 2005 and 42 via Internet compared to 17 for the same period in 2005). 

The results of the conducted checks are as follows:

· 5 substantiated complaints /made through the anonymous hotlines/ for which immediate disciplinary measures were taken

·  50 signals still under review of which:

· 22 through anonymous hotlines

· 28 via Internet.

Focused anti-corruption measures implemented at the Border Police

In view of the specific tasks performed by the Border Police, great attention is paid to its anti-corruption policy and practices. Targeted organisational and practical anti-corruption measures have recently been implemented, amongst which:  

- signed Joint Instruction for cooperation between border control and customs authorities in the border zone /31 May 2006/. One of the tasks of the joint mobile groups is to improve the control of the activities performed by customs and border authorities working in the border checkpoints zone, as well as to reduce the prerequisites for corruption practices.   

- completed analysis on the introduction of the one-stop control principle at border checkpoints. Negotiations are to be initiated with Romania and Greece with the aim to organise joint border checkpoints and introduce one-stop control at the EU internal borders. 

Statistics for Border Police officials

At the General Directorate of Border Police there is a separate sector dealing in countering corruption, which has a high degree of autonomy, guaranteeing independence of corruption-related investigations. In the period between 1 January and 31 May 2006 the General Directorate of Border Police received 62 complaints against its officials, as follows:

· 3 officers

· 20 sergeants

· 39 unspecified. 

60 of the complaints have already been checked and work on them is completed.         2 complaints are still under review. 

The findings of the checks conducted by the relevant commissions are the following:

· 5 complaints substantiated and disciplinary sanctions will be imposed

· 39 complaints unsubstantiated

· 16 complaints sent to other competent services for further actions to be taken. 

Note: The statistics for Border Police is included in the total number of reports for MoI officials indicated above.

Customs statistics 

In the period 1 January - 30 June 2006, the Customs Agency Inspectorate performed around 200 checks and internal inquiries based on reports and complaints. The results are as follows:

· 105 disciplinary proceedings launched 

· 70 disciplinary sanctions imposed, including 9 dismissals

· 1 official released from duty for incompatibility with the professional requirements 

· 5 officials temporally suspended from duty being subject to penal proceedings for malfeasance

· 5 cases submitted to the Prosecutor’s Office.

Conclusion/ recommendation of EC: 

A review of the system of a number of cash payments at external border posts is not addressed yet. 
A project for the introduction of one-desk payment by filling in all taxes and other state receivables in one “single fiche” has been approved. By the end of July 2006 the software for the system will be completed and will start to be implemented as a pilot project at the Lesovo border checkpoint with Turkey. Based on the practical results from the pilot project, technical adaptations will be made for its introduction at the other checkpoints at the EU future external borders. 

IV. SCHENGEN AND THE EXTERNAL BORDERS

State of play:

The legislation in this area is in line with EU/Schengen acquis. A high level of border control and procedures has been achieved.

In 2001 Bulgaria adopted and since then regularly updates and reports on the implementation of the National Schengen Action Plan /NSAP/. The updated NSAP for 2006 was adopted on 26 January by the Council of Ministers. 

The implementation of the NSAP continues. An Integrated Border Management Strategy and an Action Plan were adopted and are being implemented. The premises for temporary accommodation of foreign nationals subject to expulsion is operational in Sofia /Busmantsi/. It has capacity to accommodate 400 persons.

Progress since 28.04.2006

Pursuant to the NSAP, a draft Law on entry and stay in the Republic of Bulgaria of EU nationals and their families was elaborated. This brings the Bulgarian legislation in full compliance with the regulations of Directive 2004/38/ЕО on the right of the EU nationals and their families to move and stay freely in the territory of the EU member states /to be adopted by the Council of Ministers on 30 July 2006 – tbc./.

The negotiations on an agreement on extended police and border police cooperation between Bulgaria and Romania are advanced. The main goal of the agreement is to provide for broader police and border police cooperation in compliance with Art. 39-47 of the Convention implementing the Schengen Agreement. 
A Joint Instruction on cooperation between the bodies of the Ministry of the Interior and the Ministry of Finance as grounds for developing joint forms of interaction has been elaborated in implementation of the Integrated Border Management Strategy Action Plan.

The objective of the joint instruction is to define the procedures for interaction between the MoI authorities and the Ministry of Finance in the process of implementing activities related to illegal migration and trafficking in human beings, customs and currency violations and offences, joint control of persons and goods crossing the border zone and the territory of the country and transportation of excise goods. 

The instruction unifies the different instructions that were in force up to now concerning the interaction between the different bodies of the MoI and the Ministry of Finance. A higher level of coordination and interaction will be achieved as well as improved systemizing and assessing of collected information and experience. 

The instruction will thus achieve the following measures provided under the IBM Strategy:

· Establishment of effective communication structures (point 1.2 )

· Joint description of operative situation (point 1.4)

· Setting up joint teams for control (point 1.5)

· Nominating Contact persons (point 1.6)

· Joint training and qualification (point 11)

Conclusion/ recommendation of EC:
Further efforts are required for the timely establishment of joint mobile teams for performing in-depth border checks. 
A Joint Instruction on cooperation between border police and customs authorities in the border zone was signed by the Minister of Interior and the Minister of Finance on 31 May 2006. 

The Instruction regulates the procedures and terms for interaction between those authorities in the border zone, as well as for the use of joint mobile groups for control and surveillance. 

The Instruction was elaborated in compliance with the IBM Action Plan. Its adoption and respectively - the setting up of the joint mobile groups are in compliance with the measures set in the NSAP. This is a serious step in the process of introducing the Schengen standards in the work of the Bulgarian border police and customs authorities.

Following the signing of the Instruction joint mobile groups started pilot operation in the Dragoman Regional Border Sector. As many as 13 operations of joint mobile groups were conducted from 20 to 30 June in the border sector. A total of 378 persons, 152 vehicles and one train were checked. 3543 boxes of cigarettes were seized and 14 acts for customs violations were drawn up. As a result of the improved organization of work, 1166 boxes of cigarettes were handed over voluntarily during the period.

As of 21 July, mobile groups will start working in the other regional border sectors.     

Conclusion/ recommendation of EC:

In February 2006 several locations began to implement the pilot project on applying the “one-stop shop” principle with regard to private motor vehicles. The principle should now be introduced to all BCPs, including the lanes for trucks/TIRs.

Border police and customs authorities at the BCPs implement jointly the “one-line control” principle which helps to reduce the time for processing the passenger flow, as well as for prevention of corruption. This type of control is applied with regard to motor vehicles and persons. Currently the “one-line control” has been experimented at the BCPs in Ruse (the Danube bridge), Kapitan Andreevo, Kulata and Kalotina. Based on a joint analysis with the Customs Agency, made at the end of June 2006, this principle will be introduced at the BCPs with appropriate infrastructure. 

As regards the implementation of the “one-stop control” principle at BCPs, and pursuant to the recommendations of the last peer-review mission in February 2006, at the end of June 2006 analysis was made of the currently established and planned BCPs at the future internal borders of the EU. On its basis negotiations will be held with Romania and Greece on the establishment of joint BCPs and the introduction of “one-stop control” at the EU internal borders. Currently expert negotiations are underway with the Romanian authorities.   

A project for the introduction of one-desk payment by filling in all taxes and other state receivables in one “single fiche” has been approved by the Interagency Council of Border Control. By the end of July 2006 the software for the system will be completed and will start to be implemented as a pilot project at the Lesovo border checkpoint with Turkey. Based on the practical results from the pilot project, technical adaptations will be made for its introduction at the other checkpoints at the EU future external borders. 

Conclusion/ recommendation of EC: 

It is important to Bulgaria to speed up its preparations for accession to the SIS – II in view of the preparations of the country for accession to the Schengen information system at a stage later than the accession time. 
On 13 June 2006 the Minister of the Interior adopted an Action Plan on the preparation of Bulgaria for accession to SIS - II.
The Plan includes concrete measures aimed at the establishment of the necessary conditions and organization for Bulgaria’s accession to SIS – II. In order to speed up the preparations for accession to SIS-II, MoI experts participate on a regular basis in the respective committees of the Commission (SIS II CM, SIS II NPM/WG, SIRENE) that review the implementation of the project on the development and establishment of SIS-II. The experience of the EU Member States with regard to the planning and introduction of national Schengen Information Systems /projects/ are closely studied. 

Another measure under the Action Plan provides for a definition of the technical, functional, organizational and institutional requirements relating to the accession to the system, as well as of the needs and for defining the financial framework. 

In mid-term perspective the necessary organization will be established and a team will be set up for the implementation of the national Schengen project for accession to SIS - II. Investment projects will be elaborated for the supply of technical equipment and software. 

· Other relevant developments:

· Financing from the state budget has been provided to the amount of 1.5 mln. BGN for supplying the equipment necessary for extending access to centralized automated information systems, including to the national Search Activities automated information system, which is compatible with SIS requirements.

· Active preparation is underway on the Proposal for a Council Regulation amending Regulation 1683/95 laying down a uniform format for visas, which must be transposed as of the data of Bulgaria’s EU accession. In this connection financing has been provided to the amount of 2 016 000 BGN for introducing the equipment needed for loading biometric data in 80 Bulgarian consular services abroad. 

· Financial recourses to the amount of 1 565 400 BGN have been provided for introducing new visa stickers and documents for return to Bulgaria in accordance with EU and Schengen requirements. Under Council Regulation 1683/95 of 29 May 1995 laying down a uniform format for visas and Council Regulation 334/2002 of 18 of February 2002 amending Council Regulation 1683/95 of 29 May 1995 laying down a uniform format for visas Bulgaria is obliged to issue visas on EC uniform format.
Conclusion/ recommendation of EC:

The number of border police officers holding checks at certain BCPs is still insufficient. 

The competition procedure for the appointment of 200 new border police officials was completed. 

Candidates sat general knowledge tests, Bulgarian and foreign language tests, computer literacy, physical and psychological tests.

As of 1 July 2006, 94 new border police officers successfully passed the tests and were appointed. 

The competition procedure for the remaining positions has been renewed. 

V. ASYLUM 

State of play:

The legislation in the field of asylum is fully harmonized with the requirements of the Geneva Convention on the status of refugees and the New York Protocol, which was taken into account in the European Commission’s Comprehensive Monitoring Report of October 2005. 

A Master Plan is being implemented on the setting up of the Dublin-2 office in accordance with the requirements of the Dublin - 2 Regulation. The implementation of the measures contained in the Master Plan for setting up the Eurodac system is being finalized. A successful test with real data has been implemented in the Eurodac system. 

Measures to strengthen the administrative capacity of the Agency for Refugees have been implemented. Training is being delivered to the Agency staff.  

Progress since 28 April 2006

Conclusion/ recommendation of EC: 

The administrative capacity of the Agency for Refugees needs to be further strengthened. 

Work on the project BG 2003/ 004-937. 08. 05 “Strengthening the accommodation capacity of the Bulgarian State Agency for Refugees” for the construction and equipment of two transit centres for asylum seekers continues. The first one is in Busmantsi village, near Sofia Airport; the second one is in Pastrogor village, near Bulgaria’s border with Turkey.

A Project “Implementation of the EU acquis regarding the asylum - “Dublin II and EURODAC” Regulations has been launched. The project aims at upgrading the Automated fingerprint information system (AFIS), establishing the necessary network connections and creating Dublin II and EURODAC Unit at the State Agency for Refugees. 

By an Order of the Chairman of the State Agency for Refugees as from 1 May 2006 a Dublin II and EURODAC Unit is established to carry out the procedure under Regulation No. 343/2003 of the Council of EU of 18 February 2003, establishing the criteria and mechanisms for determining the Member State responsible for examining an asylum application lodged in one of the Member States by a third-country national. 

The officials from the specialized unit to be trained on the implementation of Dublin II and EURODAC Regulations are nominated by an Order of the Chairman of the State Agency for Refugees.

Further staff strengthening of the State Agency for Refugees is planned. Training of the staff, according to the annual plan of the Training Centre continues. An English language course started in June. A seminar on the implementation of 2004/38/EO Directive was held in June 2006. 

VI. FIGHT AGAINST DRUGS
State of play:

The legislation in this area has been harmonized with the acquis. In 2003 a National Anti-Drugs Strategy and an Action Plan for its implementation were adopted. They are updated annually. The implementation of the Strategy is reported on an annual and bi-annual basis. The interagency coordination on the implementation of the National Anti-Drugs Strategy and its Action Plan is carried out by the Coordination and Analysis Unit, which operates at the MoI since the end of 2003. The unit elaborates the reports, analyses and forecasts and submits proposals for policy developments in this area to the National Drugs Council. 

A National Drugs Intelligence Unit is operational at the Chief Directorate for Combating Organized Crime. The unit comprises representatives of all institutions responsible for supply reduction: the Ministry of the Interior, the Customs Agency and the Financial Intelligence Agency.

Progress since 28 April 2006

Conclusion/ recommendation of EC: 

On the fight against drugs, limited progress can be reported as regards the strengthening of the administrative capacity of the National Focal Point within the European Monitoring Centre for Drugs and Drugs Addictions. 
On 18 May 2006 the Council of Ministers adopted a Decree amending the Regulation on the functioning, tasks and structures of the National Center for Drug Addictions. It provides for the transformation of the National Focal Point unit into a National Focal Point on Drugs and Drug Addictions, Research and Information, as well as for strengthening its administrative capacity by increasing the number of staff.

VII. DATA PROTECTION 

State of play:

Bulgaria has adopted legislation, in force as of 01.01.2002, which is to a large degree harmonized with the acquis in the field of personal data protection. As of May 2002 the country has an independent supervisory body, responsible for the implementation of the legislation. Bulgaria has ratified the 108 Convention on the protection of individuals with regard to automatic processing of personal data. The legal framework for processing personal data in the police sector was brought in line with the European standards (Recommendation R 87/15 on the processing of personal data in the police sector) with the amendments to the Law on the Ministry of the Interior of February 2003.

Progress since 28 April 2006

Conclusion/ recommendation of EC: 

In the field of data protection, while the Data Protection Law was amended in December 2005, significant further alignment with the acquis is still required.

In May and June 2006 a working group at the National Assembly, with the participation of experts from the Personal Data Protection Commission, the MoI and the Ministry of Finance, drafted amendments to the Law on Personal Data Protection, to fully align the national legislation with Directive 95/46 on the protection of individuals with regard to the processing of personal data and on the free movement of such data.

The draft amendments provide for the transformation of the Personal Data Protection Commission into a first-degree spending unit, which will additionally ensure its independence and efficiency. This proposal is also included in the draft Law on the State Budget for next year, which is under preparation.

The draft provides for aligning the provisions concerning the automatic processing of personal data with the requirements set forth in the Directive. It also provides for the simplification and improvement of the national procedure for registration and notification, as well as the procedure for execution of preliminary checks.

The draft also introduces obligations for elaborating rules on the activities of personal data administrators working in the different areas, as well as consultation of the rules with the Personal Data Protection Commission. 

On 11 July 2006 the draft law was sent for consultations to the European Commission. 

VIII. JUDICIAL COOPERATION IN CIVIL AND CRIMINAL MATTERS
Conclusion/ recommendation of EC:
In January 2006 the Bulgarian Parliament ratified the 1996 Hague Convention on jurisdiction, applicable law, recognition, enforcement and cooperation in respect of parental responsibility and measures for the protection of children. However, the stipulation of the terms and conditions for enforcement of this convention by the Ministry of Justice as central body under this Convention is outstanding.

State of play:

Implementation of the European Convention on Recognition and Enforcement of Decisions concerning Custody of Children and on Restoration of Custody of Children of 20.05.1980 (the Luxembourg Convention) and of the Hague Convention of 25 October 1980 on the Civil Aspects of International Child Abduction (The Hague Convention). 

The activities on the implementation of the European Convention and the Hague Convention, effective for the Republic of Bulgaria as of 01.10.2003 and 01.08.2003 respectively, have been assigned to the International Legal Child Protection and Inter-country Adoptions Directorate in the Ministry of Justice.

Pursuant to the Law on the ratification of the 1996 Hague Convention on jurisdiction, applicable law, recognition, enforcement and cooperation in respect of parental responsibility and measures for the protection of children, a draft regulation will be elaborated for defining the terms for exercising the powers of the Central body under the Convention.   

Progress since 28 April 2006

Within the period May-June 2006 two applications under the Hague Convention have been filed at the Ministry of Justice: from foreign central authorities of the USA and from a Bulgarian citizen.

Within the reported period one of proceedings has been closed down upon explicit statement of the applicant.

One of the applications has been forwarded through the Ministry of Justice to the competent authority of the country to which the child has been illegally transferred – the USA. The proceedings on it have not been concluded.

Proceedings on the application from Spain have been concluded with refusal to open procedure of examination on the grounds that at the time of the illegal transfer of the child to the territory of the Republic of Bulgaria, the Hague Convention had no effect between the two Contracting Parties.

Within the period May-June under the Luxembourg Convention have not been lodged any applications at the Ministry of Justice.

Within the same period a proceeding have been suspended upon request of the France Central Authority.

	Conclusion/ recommendation of EC: 

The implementation of the new Penal Procedure Code should be monitored closely in future, given its importance for the quality of Bulgaria's international judicial co-operation in penal matters.


State of play:

The new Penal Procedure Code (PPC) adopted on 14 October 2005 set up a legal framework, compatible with the EU acts, for implementation of an effective judicial cooperation and legal assistance on criminal matters, recognition of foreign judgements and decisions, transfer of criminal proceedings and transfer of sentenced persons. In compliance with the Convention on Legal Assistance in Criminal Matters between the EU Member States of 2000 and the Protocol to it of 2001 new instruments of cooperation in criminal matters are regulated in detail: controlled deliveries, joint investigation teams, video and phone-conferences, agents under cover. The new PPC entered into force on 29 April 2006.

The Law on Extradition and the European Arrest Warrant introduced in the Bulgarian legislation the requirements of the Council Framework Decision of 13 June 2002 on the European arrest warrant and the surrender procedures between Member States. The law entered in force as of 4 July 2005. The provisions concerning the European Arrest Warrant will be effective after coming into force of the Bulgaria’s EU Accession Treaty. Within the framework of the Twinning Project “Judicial cooperation in criminal and civil matters” and on the basis of the bilateral cooperation with the Bavarian Ministry of Justice training of magistrates and experts of the Ministry of Justice is conducted on the application of the Framework Decision on the European arrest warrant.
Progress since 28 April 2006

The Law on issuing, adoption and execution of the decisions for securing property or evidence, issued by the EU Member States, which introduces the requirements of the Framework Decision on the execution in the European Union of orders freezing property or evidence into the national legislation, was submitted to the National Assembly on 9 May 2006 and finally adopted on 7 July 2006.

In view of carrying out continuous monitoring of the impact of the new Penal Procedure Code on the efficiency and the speed of criminal proceedings after coming into force of this law, a National Conference was held on 30 May 2006 to present the monitoring criteria and clarify the manner of their application to the presidents and vice presidents, the heads of the criminal divisions of the appellate and district courts, the heads of  the appellate and district prosecutor’s offices, the heads of the National Investigation Services and Directorate General “Execution of Sentences” to the Ministry of Justice, police investigators, etc.

With Order of the Minister of Justice LS-04-488 dated 6 June 2006 a working group has been set up and entrusted with the task to carry out analysis and summarizes the data submitted by the bodies of the Executive and Judicial powers concerning problems established when implementing the Penal Procedure Code and to propose to the competent authorities measures of solving such problems. The working group obtains information from the bodies of the Executive and Judicial powers as follows:

· by the heads of the regional, district and appellate courts;

· by the regional, district and appellate prosecutor’s offices;

· by the MoI National Service “Police” – information on the implementation of the PPC - every 15 days;

In addition, two times monthly, groups of judicial inspectors visit a particular appellate district to study on the spot the specific problems and have meetings with magistrates to discuss the problems. A check was carried out in the period 21-23 June 2006 in the Appellate Court – Plovdiv. Information about the results thereof will be submitted for consideration at the next meeting of the working group, scheduled for 3 July 2006.
A National Strategy for assistance and compensation to crime victims has been worked out and sent for interagency coordination on 20 June 2006. In pursuance of the Strategy a Draft-Law on assistance and compensation of victims of crime will be developed by 31 October 2006 to regulate the procedure of compensation of crime victims by the State. As of the date of the Bulgaria’s full membership in the European Union the requirements of the Council Framework Decision of 15 March 2001 on the standing of victims in criminal proceedings and Council Directive2004/80/EC of 29 April 2004 will be thus introduced in the Bulgarian legislation. 

· Administrative capacity

The following training courses have been organized for more than 230 magistrates and court officers under PHARE Programme Twinning Project BG-04-IB-JH-02, Sub-Component “Judicial cooperation in criminal matters”:

· workshop for training of judges, prosecutors and investigators – 25-27 April 2006 in Plovdiv;

· workshop for training of trainers – 16-18 May 2006 in Sofia;

· workshop for training of judges, prosecutors and investigators – 30 May - 1 June 2006 in Sofia;

· workshop for training of judges, prosecutors and investigators – 14-16 June 2006 in Veliko Tarnovo;

· workshop for training of court clerks – 19-21 June 2006 in Sofia;

· workshop for training of judges, prosecutors and investigators – 3-5 July 2006 in Varna;

· workshop for training of judges, prosecutors and investigators – 5-7 July 2006 in Sozopol.

	Conclusion/ recommendation of EC: 

Corruption within the judiciary remains a serious challenge.


Note: Information on the implementation of this recommendation is contained in the Political Criteria section.[image: image1.png]



Chapter 28 “Financial control”

Control over structural action expenditure

Conclusion/ recommendation of EC: 

The situation with control over structural action expenditure has deteriorated. This area is now a cause of serious concern. Bulgaria should take immediate and decisive action now and significantly speed up EDIS accreditation in order to be ready by accession.

State of Play:

The preparation in the area has started with the adoption of a Concept Paper for the Achievement of EDIS for PHARE and ISPA Programmes (CM Decision No 607/05.09.2002).

The progress has been supported under contracts for technical assistance financed by the PHARE and ISPA Programmes.

Under stage 1 the target institutions have been audited by international audit companies. The audit reports were submitted to the National Authorizing Officer on 31.12.2003 (ISPA) and 26.02.2004 (PHARE). Under stage 2 the target institutions have prepared action plans in relation to the weaknesses identified at stage 1. Intensive trainings have been carried out in order to support the preparation of the target institutions, additional staff was appointed. Procedure manuals for the target institutions have been prepared. These activities were carried out in the period 05.11.2004 – 05.07.2005 (PHARE) and in the period 15.09.2005 – 19.05.2006 (ISPA). Under stage 3 audit for compliance assessment for the ISPA Programme has been carried out. The audit covered the period 15.12.2005 – 15.03.2006. The audit of the PHARE Programme started on 05.04.2006. The application for EDIS accreditation under the ISPA Programme was submitted to the European Commission on 20.04.2006.

The following legislative acts related to the management of the PHARE and the ISPA Programmes have been amended:

1) An ex-ante control model for PHARE Programme has been introduced (CM Decision No 257/08.04.2005);

2) The role and the functions of the National Authorizing Officer have been determined as well as his/her liaison with the Programme Authorising Officer/Sectoral Authorizing Officer in the management of the PHARE and the ISPA funds (CM Decree No 131/28.06.2005); 

3) Measures to speed up the ISPA preparation have been approved (CM Protocol Decision No 8/23.02.2006); Key areas of the EDIS preparation under ISPA as well as the need of appointment of a responsible person at every target institution to monitor closely the progress in these areas have been set;

4) Measures to speed up the PHARE preparation have been approved (CM Decision No 400/26.05.2006);

5) The functions of the Bulgarian administration related to the monitoring and evaluation on the PHARE Programme under EDIS (CM Decision No 204/14.04.2006);

Progress achieved since 28 April 2006

· Secondary legislation:

With CM Decision No 400/26.05.2006 key areas of the EDIS preparation for the PHARE Programme, as well as the need of appointment of a responsible person at every target institution to monitor closely the progress in these areas has been set. 

The Minister of Finance approved Ordinance No 7 of 04.07.2006 on the rules and way of performance, coordination and harmonization of the specific audit activities under EU funds and programmes. The Ordinance has been developed by auditors of the Audit of EU Funds Directorate in co-ordination with SIGMA experts.

· Administrative Capacity

In order to enable DG Regio to conduct the verification audit within EDIS stage 4, which should start on 10.07.2006, Deloitte Bulgaria EOOD has carried out an audit in the areas of concern, identified in the Compliance Assessment report. The audit report was sent to Brussels on 23.06.2006. The final audit opinion on behalf of Deloitte Bulgaria EOOD is expected to be submitted on 25.07.2006. 

The process of staff recruitment in the target institutions is on-going. The recruitment procedure for the vacant positions, which have not been filled, was re-launched. As a result the number of staff appointed at the ISPA implementing agencies is as follows: Ministry of Regional Development and Public Work – 30 officials, Road Executive Agency – 14 officials, Ministry of Environment and Water – 14 officials, Ministry of Transport – 33 officials.

Stage 2 “Gap Plugging” was successfully completed on 19 May 2006. Intensive training, including 4 study visits, has been carried out. 4 training modules has been elaborated and delivered to the staff of the project beneficiaries.

An introductory training module has been elaborated by the National Fund Directorate for training of newly recruited staff in the ISPA EDIS target institutions; two training sessions has been organized for the staff of the Implementing agencies. 50 officials have been trained. A third training session has been organized for the staff of internal audit units in the respective ministries both for the Phare and ISPA programmes. 25 internal auditors have been trained.

Two training sessions on the respective EU and BG regulations and legislation have been delivered by the Public Procurement Agency with the participation of staff both from the ISPA and Phare target institutions 18 officials of the target institutions have been trained.

Under Stage 3 “Compliance Assessment” under the PHARE Programme and as per the contract the Auditor Grant Thornton Ltd. presented a draft Compliance Assessment Report on 22.06.2006. The Implementation Agencies have been hardly working on the elimination of the problem areas determined in the report.

The application for EDIS accreditation under Phare programme will be submitted by the end of July, 2006.

· Other Relevant Developments

Memoranda of Understanding for successful finalization of the EDIS preparation process for Phare and ISPA programme have been signed by the Minister of Finance and the ministers of Phare and ISPA target institutions. The political engagements of the respective ministers for the implementation of the priority-tasks determined with a CM Protocol Decision No 8/ 23.02.2006 as well as the CM Decision No 400/26.05.2006 have been confirmed with the memoranda. 

A meeting among internal auditors of the ministries managing funds under the ISPA and the PHARE Programmes the Minister of Finance and the directors of the Internal Control Directorate, the National Fund Directorate and Audit of EU Funds Directorate was held in the Ministry of Finance on 09.06.2006. The institutionalization of internal audit and the premises for the implementation of an effective function of internal audit of EU funds have been discussed on the meeting. A package of materials related to EDIS has been given to the auditors.

Substantial progress were achieved during the reporting period for the successful completion of EDIS preparation

Protection of the EU financial interests

Conclusion/ recommendation of EC: 

Progress has been made with regard to the protection of the EU’s financial interests. However, increased efforts are still needed to sustain the progress made. Action is needed with regard to the strengthening of administrative capacity and the improvement of coordination by the new working groups.

State of Play:

The Council Coordinating the Fight against the Infringements affecting the Financial Interests of the European Community (AFCOS) established with a CM Decree No 18 of 04.02.2003 has a key position for the coordination of the activities in the Republic of Bulgaria in the area of protection of the EU financial interests.

AFCOS approved Working Rules on 10.06.2003. In 2005 the Council of Ministers approved a Strategy for Combating Frauds against the Financial Interests of the European Communities and an Action Plan for its implementation (CM Decision No 41.14/13.10.2005 and CM Decision No 47/10.11.2005). In the period 2002-2005  the Penal Code was amended. The amendments provide for penalties for misuse of EU funds and introduce the definition of “fraud” set forth in the Convention on the Protection of the Financial Interests of the European Communities of 1995.

582 officials of different institutions have been trained under the three Grant Contracts - Fight against Fraud Affecting the Financial Interests of the EU (Bulgaria) financed under the PHARE Programme.

41 irregularities were reported to OLAF in the period 2004-2006.

Progress since 28.04.2006

· Secondary legislation:

On 06.07.2006 the Council of Ministers adopted a Decree on Amendment of the CM Decree No. 18 of 04.02.2003 in order to improve the capacity of AFCOS and its organizational structure as well as to increase the effectiveness of its activities. A Central Unit for Coordination consisting of 12 officials has been established at the Ministry of Interior with the amendments. The Central Unit will support the functioning of AFCOS. It will be a contact point for OLAF and the competent authorities of the Member States in the area of Protection of the EU financial interests.

On 13 July 2006 the CoM adopted an updated Strategy and updated Action Plan of Combating Frauds against the Financial Interests of the European Communities. 

The updated Strategy and Action plan aim to increase the effectiveness of the protection of the financial interests of the EU and to improve the coordination and cooperation among the institutions involved.

· Administrative Capacity

In order to strengthen the capacity of AFCOS two working groups of AFCOS members have developed:

· A Plan for Interaction among the Competent Institutions on the Performance of Checks on the Spending of EU Funds under the Pre-accession Programmes until the end of 2006. 

· An Internal Mechanism for Reporting on Irregularities Related to the EU Funds. The draft was prepared and approved by AFCOS.

The plan and the reporting mechanism were approved by AFCOS on 25.05.2006. 

Three standing working groups have been established in relation to an AFCOS decision in the area of:

· Risk analysis on the spending of EU funds with the aim of protection of EU financial interests. 

· Prevention of infringement on spending EU funds and on the use of EU property as well as on the improvement of the coordination among the competent institutions.

· Development of training modules and of providing training in mechanisms for the work with EU funds and in the problems of fraud combating in the area for prosecutors, investigators and examiners. 

89 officials of AFCOS institutions were trained in seminars and OLAF trainings in the period 28.04.2006 – 30.06.2006. 

Considerable progress was achieved during the reporting period for the improvement of the administrative capacity and the coordination in the area of the fight against frauds for the protection of the EU financial interests

� COUNCIL DIRECTIVE (90/435/EEC) of 23 July 1990 on the common system of taxation applicable in the case of parent companies and subsidiaries of different Member States


� COUNCIL DIRECTIVE (90/434/EEC) of 23 July 1990 on the common system of taxation applicable to mergers, divisions, partial divisions, transfers of assets and exchanges of shares concerning companies of different Member States and to the transfer of the registered office, of an SE or SCE, between Member States


� COUNCIL DIRECTIVE 2003/49/EC of 3 June 2003 on a common system of taxation applicable to interest and royalty payments made between associated companies of different Member States


� COUNCIL DIRECTIVE 2003/48/EC of 3 June 2003 on taxation of savings income in the form of interest payments





�Какво се има предвид?





PAGE  
25

