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1. SOCIO-ECONOMIC SITUATION AND TRENDS

2007-2009 has been an unsettled period: 2007-2@68& aracterized by a rapid economic growth, which
moved into the economic decline in the second 6008 due to the global financial crisis, wherea2009
turned into a recession. In essence, since 200&n e Lithuanian Strategy for the use of Europgaron
Structural Assistance for 2007-2013 (hereinaftéerred to as “the Strategy”) and the OperationalgPammes
for the Development of Human Resources, Economaw@r, Promotion of Cohesion and Technical Assistanc
(hereinafter referred to as “the Operational Prognes”) were approved, the country has experieneed f
reaching social and economic changes that led @oatmendment of provisions of respective Operational
Programmes in 2009.

The following chapters cover the main changes icseconomic indicators and trends in the period of
2007-2009.

1.1 Inflation

In the period of 2007—-2008 a rapid growth of itifla was seen in the country: the average anndation
made up 3.8 percent in January 2007, whereas ierDleer 2008 reached 11.1 percent. This rapid inergas
inflation was mainly due to rising internationaleegy and food prices and rapidly increasing congionp
prompted by the credit resources. The global firmrisis had an essential impact on the inflap@nspectives
in 2009: since the beginning of the year the diatiin processes were growing (particularly, in $iag rents
and housing maintenance and repair groups), wheemtnthly recorded inflation (deflation) was negatiThe
average annual inflation, which exceeded the 1lagmtithreshold in 2008, fell to 6.2 percent in $agier 2009.
Such a rapid slowdown of inflation growth was esplgc affected by tightened lending conditions aad

significant reduction in domestic consumption.

1.2 Gross domestic product

In 2007 Lithuania’s economy had been growing veapidly, and good trends predominated in the
economic cycle. In 2007 the gross domestic pro¢hueteinafter referred to as the “GDP”) grew by peicent.
The main factor for economic development during theériod was the rapid growth of domestic demaisihy
personal income consistently increased househatduroption expenditure, consumer credits expanded) a
gross capital formation expenditure. A significanpact on GDP growth in 2007 had a fast-growindnlignian
export. The Lithuanian economic development in 2@@8 variable: at the beginning of the year thentyis
economy continued to grow rapidly, but the globa&hcial crisis from the mid-2008 slowed down tloeimatry's
economic development. One of the main reasonshifemias the cheap credit policy conducted ovelabefew
years, which caused the unduly rapid growth in dsdimmelemand and excessive consumption, accompayied

jump in prices of land and other property, whichtum led to the construction boom. The naturalvslown in
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business cycle and the impact of the global fir@nwiisis disrupted the economic balance in tharfamal, real
estate and construction markets, and the changermand particularly affected the industrial and swercial
development. In 2008 the GDP, compared with 206[,by 2.2 percent and at the end of the year w8s 2
percent only.

In the second half of 2008 Lithuania’s economy Imedaclining and has turn into a recession in 2009.
According to the Department of Statistics to thes&ament of the Republic of Lithuania (hereinafefierred to
as “the Department of Statistics”), the GDP amodiiteEUR 6867.8 million in the third quarter of 20Q0LTL
23713.3 million) at current prices and, in compamisvith the third quarter of 2008, fell by 14.3 gemt. The
amount of EUR 14806 million (LTL 51122.2 millionf &DP, or 15.7 percent less than a year ago, westen
within 9 months of this year. Lithuania’s econong currently experiencing the impacts of “economic
overheating”, which prevailed over recent yearg] #re impacts of intensified global financial csisin real
economy, which manifested by a sudden decelerationorroved money demand and supply, decrease ir
domestic trade and manufacturing, declining invesiimin tangible fixed assets and foreign investsieand
housing market correction.

In the second quarter of 2009 the negative resultdl business activities and non-market servivese
recorded. The most rapid decline in added value neesrded in the construction (46.1 percent), itrthisand
energy companies (25.3 percent), trade, transpuwtcammunication services group (21.4 percentpnioml
intermediation, real estate and other businesscesr\(17, 8 percent). The more slowly decline ideztvalue
was recorded in the agricultural and fishery entsgs (4.9 percent) and companies engaged in riegdether
public, social and personal services (0.7 percent).

Picture 1. Changes in gross domestic product, compad with the corresponding period of previous year
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1.3 Investment in tangible fixed assets

Investments are highly and rapidly responsive edhanges in economic conditions. During the peoiod
economic upturn, the investment share in the stracbf GDP rose up to 30.9 percent in 2007 due to
exceptionally optimistic expectations and favouealeihding conditions, and in 2007 the investmentsangible
fixed assets were in a consistent quarterly groaviti at the end of the year amounted to more thaR 88
million (LTL 2031 million). Much of these investmenwent to real estate and related sectors. In 2088
investments continued to grow rapidly (only thestfiquarter of 2008 was marked by a slight decreadebhe
beginning of 2009 the trend for investment growttargged essentially, and the investments startetkdtne
rapidly: in the fourth quarter of 2008 the investtsein tangible fixed assets still reached EUR 28Million
(LTL 6957 million), but in the first quarter of 200amounted just EUR 701 million (LTL 2422 million).
According to the Department of Statistics, the staeents in tangible fixed assets amounted to EUR Thillion
(LTL 5325 million) in the first half of 2009, whilduring the same period in 2008 — EUR 2636.9 nml{bTL
9105 million), and in 2007 — EUR 2369 million (LT&180 million). Such a sharp decrease of investmients
tangible fixed assets in 2009 is related to the games’ refusal to implement the investment prgjemt the
suspension of these projects for an indefiniteqaedue to tightened lending conditions and the egppalecline
in domestic demand. According to the prognosis,intkrestments will decrease by 60 percent in 2008paryed

to the previous years, and the investment shaiteeiltcDP structure will fall to 11.3 percent.

1.4 Labour market

In 2007 the country’s economy continued to growidigpand the emigration continued, thus creating th
prerequisites for employment to increase and uneynpént to fall. In 2007 Lithuania had 1 million 58¥busand
of working population, or 35 thousand (2.3 percangre than in 2006. The growing number of employed
population increased the population employmentsrate the last quarter of 2007 the employment cdtéhe
population aged 15-64 was 64.4 percent, i.e. altvestthirds of working-age population was occupi&tis
index is very close to the EU average rate. Themph@yment rate in 2007 was 4.3 percent and, condptre
2001, when the highest unemployment rate was redo(di7.4 percent), fell almost 4 times. Howeverthae
second half of 2008 when began the global econoeaiession, the deterioration of country's financaidition
and increasing number of business bankruptciese¢esly in construction and industrial sectors) déav
fundamentally altered the situation in labour marke the employment rate began to decline, while
unemployment was growing rapidly. The DepartmenStatistics estimated that the number of unemploged
the fourth quarter of 2008 rose to 130 thousandvetidn a year the number increased by 25 thousantdy 37
percent — from 69 thousand in 2007 to 94 thousarD08. In the fourth quarter of 2008 the unemplegtrate
was 7.9 percent and was almost twice higher thaenfourth quarter of 2007 (4.2 percent). Meanghihe

population employment rate in 2008, compared to/26@.9 percent), remained almost unchanged andited
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to 64.3 percent. In 2009, with the persistencecohemic downturn and rapidly decreasing numberaggwncies,
unemployment in the country continued to grow. Adaag to the Employment Survey, in the second guaot
2009 there were 223 thousand of unemployed anditieenployment rate was 13.6 percent. The number o
unemployed persons and the unemployment rate eeatito rise, but far slower. In the second quant&t009

the unemployment rate rose by 1.7 percent, whedadng the first quarter, compared to the fourtlarger of
2008, it increased 1.5 times. It should be noted itinthe first half of 2009 the major part of tmeemployed was
the persons who had lost their jobs over the piagesl months. The number of such persons was 1@isénd

in the first quarter of 2009, or 62 percent of tbl number of the unemployed, while in the pregigear — 51
thousand.

After the increase in unemployment, the numberngpleyed population has reduced in the countryhan t
second quarter of 2009 the country’s occupied @dfmri, compared to the second quarter of 2008 edsed by
103 thousand, or nearly 7 percent. With the redadtn the number of employed population, the empleyt rate
also fell: in the second quarter of 2009 the empleyt rate was 60.3 percent and 4.3 percent lessatlyaar ago.

Picture 2. Unemployment rate in 2004—-2009, percents
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It is worth to note that one of the highlighted Bges in the labour market for the period 2007-20889 the
especially increased male unemployment rate in 2@®fch in the second quarter of 2009 was 16.7 grrc
whereas in the second quarter of 2008 quarter pédent., or 3.3 times less. This was led by aiqudarly
marked decrease in the number of workers in coctstru and industry enterprises, where the work &niy
performed by men. After the increase in male unegimpkent and a significant decrease in their level of
employment, the men’s and women’s employment raée® tended to converge: in the second quartef@® 2
male employment was 60.3 percent, women employmé&@t4 percent. During the economic downturn thelle

of youth unemployment also significantly increasetijch in the second quarter of 2009 reached 26r6emt,
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and, compared to the same quarter of 2007, grew than 4 times (in 2007 was 6.9 percent). Finallyhe mid-
2008 the number of construction and agriculturalkeos has declined significantly.

It should be noted that, in response to the chaimgig® labour market in 2008—-2009, the relevanobjams
were resolved by using the European Social Fundmioglement the most relevant recruitment measures

(employment subsidies, job skills promotion, an@lmuworks) (for more information see Chapter 2.3).

1.5 Business environment

According to the Global Competitiveness Index afigupublished by the World Economic Forum,
Lithuania collected 4.3 points from a maximum ah2009 and was 53rd from 133 countries (in 20@Blth, in
2007 — 38th). The key issues laid out in a repatliphed in 2009 to develop business in Lithuan&eahe
access to financing, tax rates, inefficient govesntmbureaucracy, tax regulations, inflation andrugation.
Compared with the data of previous years, the mpesblems for business development remain almossainee,
only in 2009, in contrast to 2008, the major prabl® develop business is obtaining financing. Tdhange is
mainly due to tightened conditions for grantingrieand reduced opportunities for businesses t@worr

From the end of 2008 the upward trend in bankregtstarts to emerge: in 2007 the bankrupt wasiadi
against 606 companies, while in 2008 this numbereizmsed by more than 50 percent — in 2008 the bpbhilwas
initiated against 928 companies. Comparing the haky proceedings data of 2008 to 2007, almosailities
marked an increase in the number of bankruptcygaiogs, except agriculture, hunting and foresbmganies,
whose bankruptcy number has fallen (16.7 percémf008 the increase in the number of bankruptwies more
than twice in the enterprises engaged in realestanting and other business activities, constrachotels and
restaurants, transport, storage and communicaiatigsities. The bankruptcies in manufacturing comes
increased by 42.8 percent, while the change imtimeber of bankruptcies in trading enterprises wdfscgently
slight (14 percent). In 2009 the number of compamigh initiated bankruptcy proceedings was indregsn the
first half of 2009 the bankruptcy proceedings wemnéated against 984 companies, i.e. 2.3 timesertban
within the same period in 2008. In the first half2009 the largest number of bankruptcies was imstraction
companies — 234 (23.8 percent), trade companid9-{21.3 percent) and manufacturing companies (204
percent).

It should be noted that, in order to promote em@epurship and improve the business environmetitan
country, the EU structural assistance has beercheaghto implement the financial engineering measseeking
to improve access to financing for micro and sraaterprises, small and medium businesses. Thessuresaare
covered in subsequent chapters (for more informatee Annex IV, Part I).

In summary, the socio-economic situation in Lithaamas significantly changed since the second bglf

2008: the main macroeconomic indicators (GDP, itwesits in tangible fixed assets, etc.), which veteadily



improving due to the growth of the economy, startiéteriorate as a result of the global economigvdiurn;

there is an increase in unemployment, a fall in leympent and worsened conditions for business dpuedot.

1.6 Regional disparities

In order to reduce the disparities in quality & lin the country, to increase the integration @fjon cities
and surrounding areas and at the same time toaiserthe territorial cohesion within the countriie Strategy of
the Lithuanian Regional Policy until 201@fficial Gazette, No. 66-2370) approved by Lithigm Government’s
Resolution No. 575 on 23 May 2005 is being impleteénAccording to the strategy, the main objecb¥¢he
Lithuanian regional policy is the intention to iaese the social and economic cohesion in the ggurgr to
ensure that the average standard of living, caledlaccording to the wage-work income per househdhber
per year, in any of the Lithuanian county would rall below 75 percentof the wage-work income per
household member per year in the country, and tiemployment rate in corresponding county of thentgu
would not be more thaBb percenhigher than the average unemployment rate inabetcy.

In order to assess the economic and social cohésidancohesion) in the country, the territoriajpiarities
of its key components — the wage-work income peunsbbold member per year and the average annue
unemployment rate — are assessed within the cauBbigio-economic cohesion is assessed by compréndata
from each of the 10 counties in the country anallgovernments, which are counties centres. Acagrth the
wage-work income per household member per yeaeifregter referred to as the “WWI”), compared witte t
national average, the estimated mean linear dewiati counties social cohesion indicator (the estéud average
deviation of counties WWI from the national avernagereased in 2005-2006, but from 2007 this treimaihged
and the disparities among regions according toftgige fell slightly: in 2005 the counties WWI eatiffered
from the national average by 22.7 percent on aeerisg2006 — 27.0 percent, and in 2007 — 23.9 pérdéne
social disparities among regions, estimated in @zswe with the WWI rate, have slightly decreasedecent
years. As shown by statistics, in 2007 even 8 éutOocounties had the WWI lower than the nationedrage.
Only Vilnius and Klaigda counties had the WWI above the national ave(agé and 113.3 percent of the
national average, respectively). The lowest WWinpared to the national average, was in Tatgagunty (60.5
percent). In four counties of the country (Marijastipy Panevezys, Taurag@nd Utena) the WWI was below 75
percent of the national average. Cohesion undeM{lél grew also in 2008, when the WWI was below 75
percent of the national average only in two cowntielaurag (56.4 percent of the national average) and TelSiai
(74.2 percent of the national average). In 2008atrerage difference from the national average drdgp 21.9

percent.



Picture 4. The WWI per household member per monthI(TL)
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*Source: The Department of Statistics to the Gorent of the Republic of Lithuania.

With the growing economy and rising emigration tremployment has been decreasing since 2005, an
the territorial disparities in unemployment rateavén also declined. According to the annual average
unemployment rate (hereinafter referred to as B&UR”), compared with the national average (caltetbon
the basis of research findings), the estimated nlieaar deviation of counties social cohesion iathec (the
estimated average deviation of counties AAUR frdma hational average) decreased till 2007: in 20G5 t
counties AAUR rate differed from the national ay=dy 20.4 percent on average, in 2006 — 17.5 peroe
2007 — 16.5 percent. However, in the second hafl088 the start of the country’s economic slowdamd the
increase in unemployment significantly increasedtteial disparities in unemployment rates: in 8Gfe AAUR
was already 7.2 percent in Klaga county (167 percent of the national average)eiSiai county — 6.6 percent.

It should be noted that in Lithuania the AAUR waw/ér than the EU average until 2008, whereas ir8 266
EU average was exceeded only in one of ten couotitee country — Klaigda.

Picture 5. The annual average unemployment rate byounties, percents.
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To assess the economic cohesion within the courtitey,integrated rate of counties GDP per capita
(hereinafter referred to as the “GDP/capita”) isdisAccording to this index, compared with the oradil average,
the estimated mean linear deviation of economi@smim indicator of all counties increased from 2692007:
in 2005 the counties GDP/capita rate differed ftbmnational average rate by 25.5 percent on agena@006 —
27.9 percent, and in 2007 — 28.4 percent. The grgpwiean linear deviation of economic cohesion edicalso
caused the negative values of cohesion indicabt@ diverage change in the economic disparities, acedpto
2005) for the period 2005-2007. In 2006 the econocahesion rate (compared to 2005) was 2.4 percent
whereas in 2007 this indicator slightly improveédional economic disparities increased more slgwbyit
remained negative (—1.5 percent). The GDP/capiaressed in purchasing power standards, in 200864/ds
percent of the EU average in Lithuania, and thesthold of the EU average of 75 percent was exceewalgdn
Vilnius county (92.6 percent in 2008).

In summary, not all ten counties of the country aeveloping evenly: social disparities among
corresponding counties in the country are decregsiwhile the regional economic disparities in termis
GDP/capita continue to rise. The country is stilit tapable to sufficiently exploit economically wearegions
and economic potential of their centres, and tlghlst added-value creating enterprises are stitloemtrated in
large cities of the country and economically stresigregions. Due to the lack of using the inneretigyment
potential, the economically weaker regions are In@iog more vulnerable to the country’s economic dawn
and this is reflected by the fact that after thelishe in the country’s economy in 2008, the sodiaparities
among the regions slowly started to increase, wthke territorial cohesion was decreasing. Theseatigg
trends are being corrected with the EU structurakigtance by promoting investment in the problereteas

having the lower economic growth potential androplementing individual measures for regional depeient.



2. ACHIEVEMENTS AND FUTURE PROSPECTS
The three basic priority areas set out in the &ail. “Productive Human Resources for the Knowledge

Society”, 2. “Competitive Economy” and 3. “Life Qlitg and Cohesion”)are implemented by operational
programmes. Taking into account that the Strategyan integral document, the implementation of each
Operational Programme to some extent contributéset@mplementation of all three priorities. It sttbbe noted
that the priorities of the Operational Programmetiie Development of Human Resources mainly coardg to
the first priority area of the Strategiyroductive Human Resources for the Knowledge Sgtiavhich seeks to
attract and retain people in the labour marketoerage more active lifelong learning and improveédlju
administration. The implementation of the OperatloArogramme for Economic Growth mainly contributes
the implementation of the second priority areahaf StrategyCompetitive Economy;’which seeks to increase
the comparative share of high added value busipegsortion in Lithuania’s economy by creating adakable
environment for small and medium business and iations as well as by creating more effective ecanom
infrastructure. The third priority area of the $&gy “Life Quality and Cohesion’is mainly implemented by the
Operational Programme for Promotion of CohesioricivBeeks to make better use of local capacitegtdvide
high quality and accessible public services, tagmoand improve the quality of the environment.

Analyzing the value-added of the Strategy implemgon, the results of the evaluatiéfhe EU Structural
Funds impact on gross domestic produstiould be noted, which showed the main trend$i®f&U structural
assistance impact on Lithuania’s GDP. The evalnasiocowed that the structure of the impact of Opanat
Programmes for 2007-2013 on the GDP is similath® dtructure of the impact of the Single Prograngmin
Document 2004-2006 (hereinafter referred to as“8RD”), but the impact of Operational Programmes fo
2007-2013, even taking into account the impachefdurrent economic and financial crisis, is mudyér due
to the increased investment in this period. Theimar impact of the Operational Programmes for 2Q006
and 2007-2013 on the level of GDP is forecast&2Dik?, when the level of GDP is likely to increageabmost 9
percent due to structural investments. It is assuthat this rate would fall to 5.7 percent durihg tast year
(2015) of implementation of the programme for 200713, and then significant long-term effects wadohain,
compared with the scenario of “no structural inwesits”, which will decrease over time due to theestment
“depreciation”. The impact on the value createddspective sectors, when after the investment904-22006
the investments of 2007-2013 are implemented, ishninigger than in the case of just one programveamcks
depending on the area (for example, it is estimttatithe largest effect on the market servicetoseall occur
in 2012 and will create an increase of about 1@gu@r, while the impact on the industrial sectdt m@ach a peak
in 2015, when the likely impact will be 5.2 percégnt

It should be noted that the implementation of that8gy and Operational Programmes began a late |
than expected. The main reasons were the delali@napproval of the regulations and national legi@ta

However, despite the fact that the implementatibthe Operational Programmes began only in 20081%n
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December 2009 the part of the planned programnuisaitors have already been achieved or the pegermt
achievement amounts more than 50 percent of theneth rate to be reached. These results presume tf
successful achievement of the programmes indicators

According to the data of 15 December 2009, the m@dnindicator “Number of unemployed and persons
whom unemployment threatens and who are involveduipported engagement programmes” of the priority
“High Quality Employment and Social Coveragef the Operational Programme for Development ofndn
Resources has already been achieved and exceduedumber of such persons was 24 500 (expecte@@¥ 0
The higher than planned indicator achievement peéage is mainly related to the increased need Her t
measures of employment promotion / support andbgectve to meet it. It should also be noted thedirty 44
percent of unemployed and persons whom unemploythegéatens were involved in professional trainimg a
informal education programmes.

High indicator achievement rates are also observedmplementing the task “Increase Businesses
Productivity” of the priority“Increasing Business Productivity and Improving Eomment for Businessdf the
Operational Programme for Economic Growth, duringolv 263 projects are being implemented, or neddly
percent of the programme indicator value planneoketachieved, and the attracted private investnamuint to
more than EUR 37 million (LTL 129 million). In impenting the task “Implement engineering measwes f
traffic safety” of the priority'‘Basic Economic Infrastructure”of the same Operational Programme, 27 traffic
safety and environmental measures have been imptethéo improve the increased accident risk aréhs
represents 77 percent of the programme indicattwevplanned to be achieved. In implementing thé tas
“Improvement of technical parameters of the tramspdrastructure of state and regional signifioahof the
same priority, 650 km of state roads were builtr@constructed, which made up almost 77 percenhef t
monitoring indicator value planned to be achievid.implementing the priority'Development of Trans-
European Transport Networks4 of 6 international airport infrastructure caifias development projects were
implemented, which led to further serve 0.43 millaf passengers (nearly 40 percent of the programdieator
value planned to be achieved).

The best results of the Operational Programme fomBtion of Cohesion were achieved by implementing
the task “To provide high quality and available Ittegare services” of the prioritfQuality and Availability of
Public Services (Health Care, Education, Social)i this case, 46 projects were implemented (6teue of the
programme indicator value planned to be achieved)ing which 49 health care institutions received EU
structural assistance, which led to the improvenoéttealth care quality and availability for moreh 103 000
patients.

Meanwhile, good results of indicators have beerentesl by implementing the Operational Programme for
Technical Assistance in the publicizing field oétBU structural assistance: almost 40 percenteo¥/#tue of the
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indicator “A number of the implemented informationtiatives (information campaigns, conferencesnisar
cycles, websites and etc.)” has been achieved.

In summary, the maximum positive impact of the Eutgiral assistance on the GDP is expected in 2012
when the investment level of GDP is likely to iaseeby almost 9 percent due to the EU structursistésnce. In
assessing the data of Operational Programmes imghéation at the end of 2009, it should be noted tiva best
indicators achievement rates during the impleméntabf the Operational Programme for Development of
Human Resources were achieved by implementing gmpld promotion projects, during the Operational
Programme for Economic Growth — by implementing iness promotion and transport infrastructure
development projects, during the Operational Pragnae for Promotion of Cohesion — projects increasimg
availability of public services, and during the @aional Programme for Technical Assistance — thd E

structural assistance publicizing projects.

2.1 Absorption of the EU structural assistance

According to the data of the European Commissiandinafter referred to as the “EC”), on 15 December
2009 Lithuania had a leading position in the EWigw of the EC interim payments to the countriekti@ three
funds, i.e. the ESF, the ERDF and the Cohesion [Fluitduania has been paid EUR 789.5 million, or711.
percent of the EU structural funds for the wholeiqgee 2007-2013. The EC data show that Lithuanialieen
paid EUR 765.4 million (excluding advance payments)l 15 December 2009, or 13.3 percent of the ERDd
the Cohesion Fund for the period 2007-2013. Acogy thh these indicators, Lithuania has the leadwgjtjpns in
the EU. By 15 December 2009 Lithuania has been paiR 24.1 million (excluding advance payments)2&
percent of the ESF funds for the whole period.

From the beginning of the implementation of Operai Programmes until 15 December 2009, the numbe
of contracts signed reached 1 478. The total éégilapenditure of the signed contracts amountdeliB 3 261
million (LTL 11 260 million) on 15 December 2009hereof the EU funds comprised EUR 2 396 million I(LS
274 million), accounting for 35.4 percent of the Euhds allocated for the implementation of operzgio
programmes. In implementing the priorities of Opieraal Programmes such alligh Quality Employment and
Social Coverage”,“Increasing Business Productivity and Improving Eowment for Business”,‘Basic
Economic Infrastructure”, “Local and Urban Develogmt, Preservation of Cultural Heritage and Protectiof
Nature and its Adaptation to Development of ToutjstEnvironment and Sustainable Developmenthe
responsible authorities have already signed mae 89 percent of the contracts to be signed. Tuggests that
the EU structural assistance will be implementextsssfully.

Most of the EU funds were absorbed in the Operatidtrogramme for Economic Growth — EUR 580
million (LTL 2 001 million), followed by the Opernainal Programme for Promotion of Cohesion — EUR 234
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million (LTL 807 million), the Operational Progranenor Development of Human Resources —EUR 32 millio
(LTL 111 million) and the Operational Programme Tachnical Assistance — EUR 8.4 million (LTL 29 inoih).
During the implementation of the projects, nealyfE966 million (LTL 3 336 million) have been invest
of which nearly EUR 912 million (LTL 3 150 milliorgomprised the funds paid to the project contracteervice
providers and suppliers of goods, interest compersareceived by the companies for the loans grhby the
banks and contributions to created holding fundd Have been declared to the EC. The implementatid®
projects funded from the EU structural funds fo0262013 have already been completed, most of thera the
business development, transport (road infrastractievelopment, paving gravel roads) and publicdngs

renovation projects. The total cost of completegjguts is EUR 276 million (LTL 953 million).

2.2 Review of evaluations of the EU structural stssice

During the period 2007-2009, a number of EU stmattassistance evaluations were conducted, which
demonstrated thaan appropriate direction for the implementatiah the Lithuanian Strategy for the use of
European Union Structural Assistance for 2007-2868 Operational Programmes has been chosen and
successful move towards achieving the selectecctigs has been observed. Despite the fact thablijet of
several evaluations was the period 2004-2006 o€tstral assistance, but the conclusions and recomatiens
made by the evaluations are intended to the prggegramming period 2007-2013. The following paagpiis
briefly review the main evaluations and their résul

The objective of théEvaluation of the EU Structural Funds impact onogs domestic productwas to
evaluate the EU structural funds impact on the GiyRabsorbing EU structural assistance to Lithuaméd to
draft recommendations regarding the EU structunatl§ impact on the GDP growth for the programmieagaqal
of 2007—-2013. An econometric Lithuanian macro-mddEITLIT has been developed to achieve the evalnatio
objectives and targets, which is based on the HERMbdel. Based on the results of econometric mdglthe
long-term impact of the EU structural assistancevarnous macroeconomic indicators, i.e. GDP, pradlitg,
employment, individual sectors of the economy, érédlance, general investments, price level, ets. been
measured.

The evaluation results show the trends of the EUcairal assistance impact on the GDP and the adde
value created by appropriate sectors as well atatitehat the EU structural assistance investmieassdifferent
effects on relevant economic indicators and noalincases this impact was positive. For examplppsitive
impact of structural investments is observed on rtte@n economic indicators (GDP, sectoral addedejalu

sectoral productivity), while the impact on thediebalance and budget deficit is, on the contraegative. The

! The Evaluation of the EU Structural Funds impact on g0  domestic product:
http://www.esparama.lt/es parama_pletra/failai/fitdi/\VVertinimas  ESSP_Neringos/Ataskaitos 2008 MWAB ataskaita.pdf
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structural investments will mostly increase thalérdoalance deficit (about 3.5 percent) in 2011 thisl effect
will remain negative until the end of the progranD15.

The objective of théEvaluation of the Lithuanian development priorstiduring the period of using the EU
structural assistance of 2042020“? was to evaluate the Lithuanian economic developiments until 2020 and
to submit proposals for the review of the priostia using the EU structural assistance. The estirsiashaping
the guidelines for the future programming periathlgzed the available data of the period 2007-2018found
that, despitehe sudden change in Lithuanian and global socrad @conomic development trenttsere is no
need for the radical corrections of Operational Brammes, priorities and measures of the curreniooer
However, taking into account the changed econoitu@tion and rising unemployment, a number of pegl®
for reallocations among appropriate priorities nuees have been made, namely — to reallocate thadinfgin
intended for the migrant employment of EUR 4.6 ioill(LTL 16 million), prolongation of the workingapacity
of EUR 9.8 million (LTL 34 million) and the recruaient of socially vulnerable persons of EUR 59.4liamil
(LTL 205 million) to resolve the growing unemployntgroblem, whereas seeking to improve the avditplaf
capital — to direct more funds to the financial ieegring instruments. The recent evaluation recontagons
were taken into account, and the financing plansoofesponding operational programmes priorities2f@07—
2013 were specified.

The objective of thé'Implementation compatibility evaluation of the Estructural funds assistance
according to the SPD”is to evaluate the continuing internal and exteimglementation compatibility of the
EU structural funds assistance according to the.SP& compatibility in this context includes folspacts: 1)
support appropriateness in the context of changmgronment, 2) conformity of policy regulations ttee EU
strategies and policies, 3) coordination of finahgistruments, 4) complementarity (synergy).

In the course of the evaluation, the recommendsatfon ensuring the continuous support compatibility
promotion for greater support synergy and retradpecsupplement of the “Compatibility Part” of aratu
implementation reports of Operational Programmes2fi07—-2013, when drafting the reports to the E€rew
submitted. The following key measures were idesdifto better ensure the compatibility: detailed umhn
implementation reports of Operational Programmesjuation reports dealing with the compatibilitysugs,
project selection procedures, project implementatimonitoring procedures, monitoring indicators and
institutional mechanisms. The evaluation resulso ahowed that well-planned program documents ate n
enough to ensure the principle of compatibilityd dne appropriate implementation mechanisms andtororg

measures are needed that the continuous suppopatitatity would be maintained in the course of gnamme

2 The Evaluation of the Lithuanian development ptiesi during the period of using the EU structuraipport of 2014-2020:
http://www.esparama.lt/es_parama_pletra/failai/fitedi/\VVertinimas ESSP_Neringos/Ataskaitos 2008M\(R4

2020 _ataskaita 090428.pdf

® The implementation compatibility evaluation of th&U structural funds support according to the SPD:
http://www.esparama.lt/es_parama_pletra/failai/fitdi/\VVertinimas ESSP_Neringos/Ataskaitos 2008MVRinamumas_galutine
ataskaita 20090918 f.pdf
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implementation. A proposal was submitted to orgamia a quarterly basis the discussion on continsapgort
compatibility issues (ongoing social-economic clemygamendments to the strategic documents, margtori

indicators achievement) and continuous relevancetefventions.

2.3 Contribution of the European Social Fund to timplementation of guidelines and recommendatiomeu
the European Employment Strategy

The European Employment Strategy, which is oné@fhain components of the Lisbon strategy, expsesse
the common objectives of the EU employment policyl autlines the basic employment guidelines of the
Member States of the Community. In order to seekemployment policy objectives, each EU MembereStat
must draw up national reform programs and provigiecgic measures to ensure the economic growthj@md
creation over the next 3 years. The first such dwnt in Lithuania is the National Lisbon Strategy
Implementation Programme, which was developed 052ihd envisaged national measures for the pefi6g8-2
2007. The National Lisbon Strategy ImplementatiomgPamme for 2008-2010, approved by Lithuanian
Government’s Resolution No. 1047 “Concerning thprapal of the National Lisbon Strategy Implemerdati
Programme for 2008-2010" on 1 October 2008, previde attracting to the labour market and retaimmgye
people (ensuring high quality and secure employmemdernizing the labour market and social probecti
systems), improving the ability of employees andemises to adapt, reducing structural unemployntgn
investing more in people.

The priority ‘High Quality Employment and Social Coveragef the Operational Programme for
Development of Human Resources funded from the figa&o Social Fund (hereinafter referred to as ti&F
is closely linked with the provisions of the Natabriisbon Strategy Implementation Programme for&am10
and at the same time with the guidelines and recemaiations envisaged in the European Employmente8ira
It should be noted that Lithuania has already agiesome of the objectives and standards undeE whepean
Employment Strategy; therefore, the main focushef $trategy is given to the areas, which are laggehind
and which require additional investment, i.e. te #@daptation to the market needs, employment piomot
participation in the labour market and strengthgrsocial coverage.

By responding to the socio-economic changes, thpteimentation of some measures of the prioritygh
Quality Employment and Social Coveragd’the Operational Programme for Development of ldnrResources
was significantly accelerated: after the redistiiu of funds among the priority measures, the fogdas been
increased for supported employment measures (emglolysubsidies, job skills promotion, public workSjhe
funding for the measure “Jobseekers integratiom tineé labour market” was increased by EUR 28.4ionil{LTL
98 million)). Within in the next 2 years under thigned contracts it is planned to involve over BOusand
persons in the active labour market policy measumeseven 16 thousand more than had been plamnmaet the

Operational Programme for Development of Human Ress.
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In assessing the achieved results, it can be statgdhe priority*High Quality Employment and Social
Coverage” is being implemented fairly successfully. When liempenting the task of this priority “Enhance
adaptability of employees and companies to the si\@édnarket”, trainings were organized, which, adogg to
the data of 15 December 2009, involved 3779 persaoinghom 1043 received the qualification or nomafal
education certificates. The second task of theripyie- “Enhance residents’ employment and particgrain
labour market” — was implemented more successfuilymplementing the latter task, 24 500 unemploged
persons whom unemployment threatens were involvedupported engagement programmes — more thal
expected during the entire period of the implemigonaof the Operational Programme. The higher thiamned
indicator achievement percentage is mainly relatedhe increased need for the measures of emplaymer
promotion / support and an objective to meet it.

Also, in order to attain the objective “Enhanceidests’ employment and participation in labour neditk
12 213 unemployed and persons whom unemploymepttdms were involved in professional training and
informal education programmes, and almost half 23)0of those people have obtained their professiona
qualifications, and 231 disabled person particigppateprofessional rehabilitation programs. Theseilts not also
indicate that the disabled persons are increasiimglglved in the measures of employment promotiod a
participation in the labour market, but also denmi@te a huge demand for these measures duringutient
period of economic hardship. In order to attain digective “Enhance social coverage”, a varietyadfivities
was supported, involving 272 persons who experiesocgl exclusion and belong to social risk graofpywhich

even 159 persons who suffer from addiction to pegchive substances and 59 persons with disabilities

2.4 Contribution of the ESF to the relevant objpesi and targets of the National Strategy ReportSonial
Protection and Social Inclusion and to other comityupriorities and objectives in the field of edtica and
training

Lithuania has been actively involved in the cooatiion process of social inclusion and social prixdec
policies at EU-level since joining the EU. In 20@806 Lithuania implemented the Natiodaltion Plan against
Poverty and Social Exclusion. During the period @008 the National Report on Strategies for Social
Protection and Social Inclusion for 2006—2008 (imexieer referred to as the “National Report”) waafted and
implemented, which linked together the social is@un, pensions, health and long-term care policidse
National Report for 2008—-2010 is based on the eéspee and lessons of the earlier National Repadt the
Action Plan for 2004-2006. In order to ensure cunty in the period of 2008-2010 the National Répor
observes a number of the objectives of earlier amrus, but also presents new initiatives. It atd@es into
account the new economic and social challenges;@risom both Lithuania and other EU Member Statas.

addition, in order to adapt the Lithuanian strategpproach to the common EU social policy prin@plthe
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National Report also refers to the principles s#tio the Joint Reports on Social Protection andi@dnclusion
Strategies and other documents.

The National Action Plan on Social Inclusion (haesdter referred to as the “National Action Plan”)
presented in the National Report for 2008—-2010 setdhe following priority objectives of the sokiaclusion
policy for the period of 2008—-2010:

= elimination of child poverty and family strengthegj
» increasing participation in the labour market;
» improving the access to quality services.

The implementation of the Strategy and the ESFnfied Operational Programme for Development of
Human Resources can best contribute to the secojettwve of the National Action Plan #acreasing
participation in the labour markegnd performance of its tasksnereasing employment and participation in the
labour market and strengthening social coveragée tasks and implementation measures of thigrifyi
objective are specifically closely related to theasures set out in the first priority of the Operail Programme
for Development of Human Resourcéigh Quality Employment and Social Coveragethich to a large extent
are the same. In both cases, the aim is to proimgte quality and secure employment, provide empleym
support services, promote social partnership, dgvedocial dialogue, introduce flexible forms of Wwor
organization, reduce discrimination in the labowrket, promote the development of family-friendlgrkplaces,
nurture entrepreneurship, promote the return ofgeamis, implement vocational rehabilitation progsafor
people with disabilities, and others. In princiglee implementation of the measures of the pridktigh Quality
Employment and Social Coveragé&drgely contributes to the implementation tbe measures set out in the
National Action Plan related to increasing emplogimstrengthening social coverage, improving thaliguof
employment and reducing poverty of employed people.

When implementing the prioritiHigh Quality Employment and Social Coverag&06 projects related to
increasing employment and participation in the tabmarket, strengthening social coverage and wetker
adaptation to labour market needs were in the eoafsealization orll5 December 2009. The total amount
allocated to these projects was more than EUR 2iflibm(LTL 932.5 million). During the implementatn
period the trainings were organized, attended By 3 persons, of which 1043 received the qualifocatr non-
formal education certificates; and 24 500 unemplaged persons whom unemployment threatens weréveto
in supported engagement programmes. Also, 12 2&gployed and persons whom unemployment threaten:
were involved in professional training and inforngucation programmes, and almost half (5 021)hoéé
people have obtained their professional qualiftcedj and 231 disabled person participated in psafeal
rehabilitation programs; 272 persons who experiesoméal exclusion and belong to social risk groofpyhich
even 159 persons who suffer from addiction to psgclive substances participated in the activitiggerted by
the ESF.
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The priorities“Lifelong Learning” and “Enhancement of Researchers’ Capacitiesf the Operational
Programme for Development of Human Resources astribute to the objectives of the National ActiBlan,
because the inclusion of both the issue of lifeltemyning and gender mainstreaming in the formal aon-
formal education is identified in the National AmtiPlan as means contributing to higher populatioployment
and participation in the labour market. In thisegd® and 10 projects are under implementation avitttal value
of more than EUR 26.5 million (LTL 91.4 million) drEUR 51.5 million (LTL 178.1 million), respectiwelBy
15 December 2009 44 scholars (researchers) patecipin the non-formal education programs, and the
scientific-research activities of 148 studentsotamts and other researchers were funded by subsidie

Regarding other objectives of the National Regors, worth to note that the implementation of fierity
“High Quality Employment and Social Coveragedf the Operational Programme for Development of ldom
Resources contributes to the key objectives oNatgonal Health Care and Long-term Care and NurBialicy
Strategy referred to in the National Report, susheasuring affordable and quality health care sersice
improving the activities of health care establisihtseimproving health care safety and quality andwing its
compliance with EU standard3his objective is achieved by improving the quyatif health care and long-term
care services and adaptation of such servicestaltanging needs and requests of the society amudividual
members, creating and developing a network of prtive measures and creating the quality standafds o
services and their control system. The latter dbjeds implemented using the measures relatece#dttn care
workers’ professional improvement under the prjofiligh Quality Employment and Social CoverageBy
mid-December 2009 7 projects were implemented waittotal value of more than EUR 17 million (LTL 60

million) to enhance the competence of health psifesls.

2.5 Contribution of the EU structural assistancette Lisbon Strategy

The National Lisbon Strategy Implementation Progree and the documents for the use of EU structural
assistance are implemented integrally, thus theotifee EU structural assistance to achieve theabives of the
Lisbon Strategy implementation is highlighted inn&m 2 of the Strategy and Annex 3 of the Nationaban
Strategy Implementation Programme for 2008-2010teMban half of the EU structural assistance fdd720
2013 (54.6 percent) is allocated to the areasa@at the main priorities of the renewed Lisborat&tyy.

Compared with the previous programming periochefEEU structural assistance, during the period6f72
2013 the EU structural assistance for developméfiuman resource has been increased more thane?,tim
while for the research, technological developmemtl anovation — about 2.7 times. During the current
programming period most of the funds have been adex for the following priorities of the Lisbonr&tegy:
research and technological development (hereinaéfarred to as the “R&TD”), R&TD infrastructure é&n

centres of competence in a specific technology, somes to stimulate research and innovation and
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entrepreneurship in SMEs, trans-European transpiworks and energy efficiency, co-generation amergy
management.

By 15 December 2009 the share of the EU structassistance allocated to implement the prioritiethe
Lisbon Strategy amounted EUR 1.573 billion(more than LTL 5.43 billion) or abo@3 percenbf the total EU
structural assistance of 2007-2013 for Lithuaniastbf the funding was absorbed during the implaatem of
the projects aimed at implementing the measurestinaulate research and innovation and entreprehiguns
SMEs (more than EUR 340 million), to improve motags (TEN-T) infrastructure (more than EUR 235
million), to develop the national road infrastrugtlEUR 165 million), to implement active and pnetiee
measures in the labour market (EUR 53 million) &mdmprove telecommunications infrastructure (inihg
broadband internet networks) (more than EUR 51ian). It should be noted that there has been antec
dramatic increase in investmentsenergy projectgenergy efficiency, co-production, energy managanaad
renewable energy sources biomablong learning(preparation of systems and strategies in firmasning and
services for employees to increase their abilitadapt to changes; entrepreneurship and innovatimmotion)

andmeasures to stimulate research and innovation aiepreneurship in SMEs.

2.6 Cohesion policy objectives

Lithuania, as a less developed region in the Eldnduhe period of 2007-2013 received the EU stmadt
assistance under the Convergence objective. Alfierassessment of existing regional disparities,stiexial
regional development measures were provided foctineent programming period, the implementationvbfch
should help reduce the existing regional disparitrethe country, which in turn would increase to&esion in
the country and the EU as well. In the Operatidhr@grammes are foreseen 23 special regional dawelap
measures for the period of 2007-2013, to which E2R million (LTL 2.5 billion) or about 12.5 perceat all
EU structural assistance is allocated. A particlitarus of these measures is given to regional eenfior
economic growth and problematic areas.

It should be noted that since 2004, when Lithudmegan to receive the EU structural assistance, the
Lithuanian development lag behind the EU averagetest to decrease: according to Eurostat, in 20@4 t
GDP/capita was 50.5 percent of the EU average, ealsem 2008 the GDP/capita was 61.9 percent. Also.
assessing the impact of the EU structural assistand.ithuania’s GDP and, respectively, the dectihéhe lag
behind the EU GDP average, the results of the atialu, The EU Structural Funds impact on gross domestic
product® should again be mentioned, for example, that thgimum impact of the programmes of 2004-2006
and 2007-2013 on the level of GDP, even taking atoount the current financial crisis, is expedte@012,
when the level of GDP is likely to increase by aétn® percent due to the structural investments.

The importance of cohesion policy and its bendfiéeome particularly relevant during the economic

downturn, when the national budget “contracts” #rete is lack of finance for the recovery of ecogoim such
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cases, the effectively and purposefully used sirattassistance can give a great impetus to thatoos
economic development, or at least slow down then@wic downturn. It is important to note that the EU
structural assistance received by Lithuania forpeod 2007—-2013 is the main funding source ferEeonomy
Stimulation Plan to recover the country’s econoapproved by the Government of the Republic of Lathia on

25 February 2009 (for more information see AnnexR¥rt I).

2.7 Implementation of horizontal priorities

One of the main aspects linking the priority aréd&roductive Human Resources for the Knowledge
Society”, “Competitive Economy” and “Life Qualitynal Cohesion”)set out in the Strategy is four horizontal
priorities: sustainable development, gender equalitd non-discrimination, information society aredional
development. The Working Group for monitoring amgbiementation of horizontal priorities (hereinafteferred
to as the “Working Group”) was set up to maintaird a&oordinate the implementation of these pricsitiy
Minister's of Finance Order No. 1K-138 2008 “On thetting up of the working group for the coordioatiof
horizontal priorities implementation” on 15 Aprid@8. The Working Group, consisting of the represives of
relevant institutions involved in the implementatiof Operational Programmes, social and economith@es
and regional partners, analyzes the informationtren implementation of horizontal priorities set ontthe
Strategy and Operational Programmes, which is ptedein the strategic reports as well as annual farad
reports on the implementation of Operational Prognes, submits proposals to the coordinating andagiag
authorities, the Monitoring Committee and the Maragnt Committees of Operational Programmes on the
implementation of horizontal priorities, considexad makes proposals to the coordinating and magagin
authorities concerning the need for training dutimg period 2007—-2013 for the authorities administethe EU
structural assistance regarding the issues of dvaiar priorities. The Working Group meets at ldaste a year.

In cooperation with the members of the Working Gxotirhe Guidelines on the Implementation of
Horizontal Priorities in Absorbing the European Oni Structural Assistance for 20@013™ (hereinafter
referred to as “the Guidelines”) were developed approved at the meeting of the Working Group lweid30
April 2009. The Guidelines, which define the hont priorities, their main objectives, target goeu
programmes indicators and provide examples of Hmaptoject could contribute to the horizontal gties, are
aimed at facilitating the better implementationhairizontal priorities for the authorities administg the EU
structural assistance. Also, the Guidelines shbeld benchmark for the institutions in drafting thapters of

the reports of Operational Programmes about thizdrdal priorities.

* The Guidelines on the Implementation of HorizofEbrities in Absorbing the European Union StrualBSupport for 2007-2013:
http://www.esparama.lt/es_parama_pletra/failai/&itéi/Metodikos/Gaires_latest_version.doc
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In addition, the publicatiofHorizontal priorities: a practical guide for apptiants and project promoters”
was presented on 17 December 2009 at the meetitige diVorking Group. The publication, whose mairgear
group consists of applicants and project promaoidms implement the projects funded by the EU stmadtiunds,
concisely and clearly presents the main horizoptigrities set out in the Strategy and Operatidr@grammes
for the period 2007-2013, their concepts, objestivieportance and benefits, provides advice on kaeh
horizontal priority can be implemented in variouages of the project and activities, and highligifies best
practice examples that allow the reader to bettetetstand the opportunities and benefits in apglytime

horizontal priorities.

2.8 The European Territorial Cooperation Programmes

The European Territorial Cooperation objective €ieafter referred to as the “ETCO”) programmes are
implemented under the third objective of the Eussp@&@erritorial Cooperation from the EU Structuraings,
according to which the ERDF assistance is allocaietevelop the EU member states regional cooperaiiross
the borders, cross-border cooperation and incrieatte effectiveness of regional policy. Lithuatekes part in
the implementation of seven ETCO programmes:

1. Lithuania—Poland cross-border cooperation progna (hereinafter referred to as the “Lithuania-Rdla
programme”) (the programme budget amounts to EUR idllion of the ERDF funds);

2. Latvia—Lithuania cross-border cooperation progree (the programme budget amounts to EUR 63.9
million of the ERDF funds);

3. South Baltic cross-border cooperation progran(ime programme budget amounts to EUR 60.7 million
of the ERDF funds);

4. The Baltic Sea Region Programme 2007-2013 (tbgramme budget amounts to EUR 236.6 million of
the ERDF, the European Neighbourhood and Partqehssirument and the Norwegian national funds);

5. The Interregional Cooperation Programme INTERREG (the programme budget amounts to EUR
321.3 million of the ERDF funds);

6. The Operational Programme URBACT Il (the urbatwork development programme) (the programme
budget amounts to EUR 66.9 million of the ERDF fsind

7. INTERACT Operational Programme “Good governaofderritorial cooperation programmes” (the
programme budget amounts to EUR 30.2 million ofERDF funds).

The total financial contribution of Lithuania, paiol implement the ETCO programmes through the ERDF
funds, amounts to more than EUR 81 million. Fumiene, Lithuania pays annual contributions to cadfice the

technical assistance of the programmes (nationdtibation).

° Horizontal priorities: a practical guide for applants and project promoters:

http://www.esparama.lt/es _parama_pletra/failai/iread2007-2013/Horizontalieji_prioritetai_leidiny2009.pdf
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Lithuania coordinates the implementation of six\amentioned ETCO programmes at the national level
and performs the role of managing and auditing@itthin the implementation of the Lithuania—Polacrdss-
border cooperation programme. The general stratdgective of the Lithuania—Poland cross-bordermevation
programme (hereinafter referred to as “the Prograihns to promote sustainable development in thedéo
region by enhancing economic, social and territoczhesion there. The implementation of the prognem
attempts to assist the Lithuania—Poland bordemorsgto better integrate into the wider Europeatritipal and
economic space, while preserving national identtyd implementing the objectives of the Lisbon and
Gothenburg strategies.

The specific objectives of the Programme are thleviing: to create a region which can compete i@ th
world economy and to seek sustainable developmethiei region, which is viable and attractive fag ttuality of
life, social equality, environment, and communigatchannels. To achieve these objectives, the mmgaation
of two main priorities of the Programme is planneach of which is divided into separate sub-piigsitCross-
border Competition and Productivity Growth(sub-priorities: Modernisation of Small-scale Economic
Infrastructure; Business Environment Promotion; Bleyment of Sustainable Cross-border Tourism and
Preservation of Cross-border Cultural / Historiddkritage andCross-border Region Cohesion and Improving
Common Cross-border Region Qualitgub-priorities:Development of New Social and Cultural Cooperation
Networks and Strengthening of Existing Networkgrbwing the Residential Environmént

Taking into account that the Programme was approyatie EC on 20 December 2007, the concrete sesult
have not yet been achieved, and it is difficulspecify the most successful activities. Howeveg,gkperience in
implementing the previous programmes shows thatt mbshe project promoters considered that specific
infrastructure activities give many tangible betsefor the border regions: improvement of roadasfructure,
tourism, health care, emergency services infragtraadevelopment, etc. In view of this, it may bggested that
during the implementation of this Programme theettgyment of infrastructure, cultural, social andriem
promotion activities will be the most successfuhates.

The potentially successful projects that can padii influence the economic or social situation of
population in certain areas may be identified l®yftlllowing projects:

»1he cooperation of Poland and Lithuania in the eommental field- the reduction of water pollution in
the Nemunas River basiifThe cost of the project is EUR 377,358.00). Thgqmt is implemented by the
Plaska rural district administration and Lazdiggion municipality administration. The main objeetof
the project is improving the living environment tbe region, increasing social and economic potentia
preserving natural resources of Poland and Littayaamd reducing water pollution in the Nemunas Rive
basin. The main project activities are focusedrmestments in infrastructure.

» “Phase IV of the development of the integratedesyisdf population and environmental protection om th
Lithuanian-Polish border” (The cost of the project is EUR 3,305,668.00). phagect is implemented by
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the Biatystok District State Fire Service and Mampot and Alytus District Fire and Rescue Boards. The
main objectives of the project are strengthenireggdboperation between the Polish and Lithuaniae Fir
and Rescue Services in order to improve the reasliné these services in performing their functions;
improving the overall quality of life in the bordeegion, covering the life, welfare and environnaént

protection, raising the level of security in thed®r region, i.e. increasing the EU border security

2.9 The EU Strategy for the Baltic Sea Region

The objective of the EU Strategy for the Baltic J&agion (hereinafter referred to as the “EU BSRS”)
developed by the EC is to coordinate the activiieyarious institutions and organizations in tlegion (the
Member States, regions, financial institutions, Hi¢, the Baltic Sea region, non-governmental ogions)
thus by working together they would promote a mgatanced regional development. The Ministry of Rt&
coordinates the compliance of priorities for usihg EU structural assistance funds, as one of tia BU BSRS
funding sources, with the objectives and prioritgas of the EU BSRS. Even three of the four EU BSRS
priorities (except security) are eligible for fircng from the EU structural assistance funds. tiuth be noted
that the Operational Programmes for Economic Gramith Promotion of Cohesion, funded by the ERDFthred
Cohesion Fund, include the possibility of coop@mtwith other Baltic Sea Region countries by impmetmg
joint projects. In addition, the part of a largexdecprojects provided in the Operational Programaresalso
covered by the EU BSRS Action Plan as priority gctg (for example, the Rail Baltica, Via Balticé.g The
Ministry of Finance as well as other institutiormntribute in shaping the Lithuania’s position irspect of EU
BSRS, participate in various events (at nationa eegional level) concerning the EU BSRS. Also,1dn-12
June 2009 in Visby, Gotland (Sweden) DG REGIO, tiogrewith the Ministry of Finance and the Swedish
Agency for Economic and Regional Growth (Tillvaxtket), held a conference involving the governinglibe
“The Baltic Sea Strategy — Regions and Cohesiortyol action”, which was dedicated to the discassin the
use of EU structural assistance and the role ofagiag authorities in implementing the EU BSRS.

It is also important to note that in the first haff2010, according to the EC practical suggestionthe
Operational Programmes on EU BSRS, on the inigativthe Ministry of Finance, it is planned to gaout the
“Evaluation of Implementation of Baltic Sea Strateg Using EU Structural Assistance for 2007-201&hich
aims to evaluate the potential of EU structuraistasce in implementing the EU BSRS. The evaluatidh
determine which measures of the Operational Progi@smmay contribute to the achievement of the obesbf
the EU BSRS, which indicators of the OperationaigePammes may identify the influence of the impletagan
of the Operational Programmes on the achievemerhefobjectives of the EU BSRS, what are availdble
required amendments to the Operational Programthe&, measures, project selection criteria, etwat the
implementation of the Operational Programmes waléd contribute to the implementation of the EU BSR

objectives. In addition, on the initiative of thari4try of Finance and the Ministry of Foreign Affg in the first
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half of 2010 it is planned to establish an EU BSR®Blementation analysis and monitoring system thit
complement the EU BSRS analysis and monitoringesygirovided by the EC, at the national level.

With regard to the ETCO links with the EU BSRSsitmportant to note that all ETCO programmes where
Lithuania is involved begun before the approvalted EU BSRS. Nevertheless, the implementation ef th
programme measures will contribute to all the falr BSRS objectives: to enable a sustainable envieon, to
enhance the region’s prosperity, to increase aixkysand attractiveness and ensure safety awcdrgg in the

region.
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3. PROGRESS AND CHALLENGES IN IMPLEMENTATING THE ST RATEGY AND AGREED

PRIORITIES

In implementing the Strategy and Operational Pnognas, some challenges and problems have beel

encountered. To deal with all of them and therebgrtsure the smooth absorption of the EU strucagsiktance,

certain measures have been provided for, whichheilliscussed below.

3.1 The main problems in implementing the Strateglmeasures to deal with them:

Basically, the following major problems encounteliedthe implementing the Strategy and Operational

Programmes and measures to address them may inguistted:

Delay in acceptance the fundamental documents aéigglthe use of the EU structural assistarigelay

in drafting the main strategic documents regulatimguse of the EU structural assistance for 200732
and thus the relevant national legislation hasttethe delay in launching the Strategy and Opematio
Programmes, which therefore were launched not Bi720ut in 2008. For this reason some priorities
measures could not be started to implement on (@men full.

Failure to draft the strategic documents in tiniée delay in drafting and approval of necessarionat
strategic documents, which were important to lauhehprojects realized by way of national and regio
planning. E.g., the implementation of the meas@®adband Electronic Communications Networks” of
the priority,Information Society for All’'was delayed because of the delay in drafting thenagiments to
the Lithuanian Broadband Communication Infrastreetidevelopment Strategy for 2005-2010. The
failure to draft or delay to amend the other nalostrategic documents (e.g., regional and / oalloc
government development plans, the amendments t@l#me of the measures implementing the Public
Administration Development Strategy until 2010; afe®y Strategy, e-Health System Development
Programme for 2009-2015 and its implementation ,platc.) also negatively influenced the
implementation of measures of respective priorities

The need for the amendments of the Operational Brognes The changes in the economic-social
situation affected the allocation of structural istssice and the review of Operational Programmes
priorities as well as the funding reallocation ampopriorities. Therefore, in 2009 the appropriate
amendments to the Operational Programmes were #edmo the EC. The EC, having assessed the
current situation, responded to these amendmeitklyguiy adopting the decisions regarding the entry
into force of these amendments.

Lack of national public fundingDue to the deterioration of the economic situatend less funds
collected to the state budget the lack of natigndilic funding was experienced. In order to solvis t
problem and ensure the source of public nationadling and a smooth absorption of the EU structural

assistance, on 13 March 2009 the Republic of Litfaussigned an agreement with the European
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Investment Bank (hereinafter referred to as th&"Efor a long-term loan of EUR 1.132 billion (LTR.9
billion), which will be used in conjunction withehEU structural funds to finance the investmenjquts
in transport, energy, environment, innovation atitepareas.

= Difficulties in the co-financing of business pragdue to the changes in the socio-economic sitoatio
and tightened lending conditions, some applicagfissed the EU structural assistance, without babig
to ensure their contribution of necessary financtogthe project. In view of this, the financing
arrangements applied to new calls for proposalewevised (including the intensity of financingher
amendment toThe Project Administration and Financial Rule€008, No. 23-861; 2009, No. 19-770)
has also been initiated, which allowed to applyrtrethod of account payment and advances in fingncin
the projects implemented by the private legal erstit

» The long-lasting procedure for adopting the decaisioon financing. At the beginning of the
implementation of the Strategy and Operational Rnmgnes the legislation regulating the administratio
of the EU structural assistance has not deterntimedime-limit for adopting a decision on fundinitioe
project concerned, therefore, often the decisiokingaon the funding suffered from delays. To spepd
the allocation of the EU structural assistance ainthe same time to solve this problem, the Lithaan
Government’s Resolution No. 1385 on 28 October 2@®the Amendment of the Resolution No. 1443
of the Government of the Republic of Lithuania “Retjng the Approval of the Rules on Project
Management and Financing” on 19 December 2007"i¢@affGazette, 2009, No. 131-5682) established
that a decision on the project financing must bepéetl within 10 or 15 working days, depending on
whether a Committee for project selection is esthbb.

» Lack of experienceln response to the changed socio-economic situaéind after specifying the
appropriate priorities of the Operational Programmnthe provisions pertaining to financial enginegri
were included. Given the fact that during the paogming period of 2007-2013 the financial enginegrin
instruments were used for the first time, the resgde authorities faced certain difficulties in
implementing the mentioned measures for lack okearpce.

In summary, the main difficulties and challenges implementing the Strategy and Operational
Programmes arose from the changes in the economic sacial situation (from the deteriorated economic
situation in the country) and certain administra&tiobstacles. In order to solve the problems causetoth
external and internal factors and difficulties enatered, various measures have been taken / aentdkom the
external assistance to the improvement of legal aiinistrative base, and the simplification of awmistrative

rules) to ensure a smooth and successful absorpfitime EU structural assistance.
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3.2 The main changes in the national policy

The main changes in the national policy are boymdith the new Lithuanian Government appointechat t
end of 2008 and the relevant provisions of the @G@wernment’s programme. This programme providesHer
review and update of a number of national strategrel restructuring of education and health casterys.

In view of the consequences of the global financiais on the Lithuanian economy and seeking e gn
impetus for the development of the national economy 25 February 2009 the Government of Lithuania
approved the country’s Economy Stimulation Planiciwtneld the EU structural assistance as the nairce of
financing. The implementation of the Economy Stiatiein Plan is aimed at facilitating business opegat
conditions, attracting additional financing intcethithuanian market and facilitating the opportigstfor the
businesses to borrow, keep jobs, and thus redcedtial tension in the society. This objectivadhieved by
implementing the energy efficiency projects andeterating the use of the EU structural assistanoed. The
Economy Stimulation Plan consists of five main comgnts: extending business financing options, edipan
the building energy efficiency, accelerating thee i the EU structural assistance, improving thsirmss
environment (“Saukekis”), promoting export and investments (for mandormation about the Economy
Stimulation Plan see Annex IV, Part I).

Another key change in the national policy is thimma of territorial administration. The Programnietioe
Government of the Lithuania approved by the LithaanParliament’s Resolution No. XI-52 on 9 December
2008 (Official Gazette, 2008, No. 146-5870) prodder setting up the regions and removing the desnin
2011-2013, and transferring their functions to mipalities or other institutions. The planned anmaedt
contains the risk, because the requirements otl&ré7 of the Council Regulation No. 1083/006 |ayotown
general provisions on the European Regional Devedop Fund, the European Social Fund and the Cahesio
Fund and repealing Regulation No. 1260/1999 (Ob2&10, P.25) (hereinafter referred to as the “Ratgan”)
of 11 July 2006, which provide that the Member &t@at managing authority shall ensure that the ptogtains
the contribution from the Funds only if the projécies not, within five years from the completiortlud project
or three years from the completion of the projecMiember States which have exercised the optiaedicing
that time limit for the maintenance of an investin@njobs created by SMEs, undergo a substantigifioation.

In this case, it is assumed that the authoritisparsible for the EU structural assistance must taktain
actions in formulating and implementing, withinith@ompetence, the implementation measures intrediutthe
strategy papers of responsible sectors, which @iriinanced by the EU funds, as well as in planrimg
implementation of priorities and measures of Openal Programmes and in case of a reasonable giskhé
continuity of projects (e.g. temporarily not to lude the applicants, whose activities are undegaineal risk, to
the lists of state and regional projects, whichehawot yet been approved by the Ministry and (orjHgyorder of
the head of any other institution, to consider plssibility of revising the already approved lisfsstate and

regional projects by extending the deadlines fac# applicants to submit applications to the lempenting
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body until a concrete decision on their busines#tiooity is adopted, to amend the annex to the &ijmeral
Programme and (or) the inventory of appropriatariting conditions by involving the possible addiab
applicants and (or) partners, who could be handext the functions of the state authority and boakpse
business continuity is under the risk). In this ywaithout stopping the process of implementingrtieasures, the
authority or body taking over the functions woulé bBble to take over the commitments of the project
implementation and continuity without prejudicethe provisions of Article 57 of the Regulation 1@83/2006.

3.3 Relevance of the priorities during the perid@&oconomic hardship

With regard to the influence of the changes in éhenomic-social situation on the identified priest it
should be noted that in many areas (education,r@mwvient, health, transport, etc.) the prioritiemaeed
relevant during the period of economic hardships Buggests that the priorities were successfdiiytified in
the Strategy and Operational Programmes, and tteestidl relevant today, even in the changing segonomic
situation. However, in view of the provisions oétRrogramme of the Government of Lithuania andci@ges
in the economic and social situation, certain s of using the EU structural assistance weveseel and the
Operational Programmes for Development of HumaroRegs, Economic Growth and Promotion of Cohesion
were respectively amended in 2009 (Decision No.OBR®)5690 of the EC of 17 July 2009, Decision No.
K(2009)5970 of 23 July 2009 and Decision No. K(282®6 of 31 July 2009)The principal amendments
adopted pertain to the implementation of the meastior employment support, business promotion aiedgy
efficiency.

In order to improve the access to financing for nmi@and small enterprises, the amendment to the
Operational Programme for Development of Human Ress has been initiated (Decision No. K(2009)5600
the EC of 17 July 2009). The amendment adjustegtioeity “High Quality Employment and Social Coverage”,
and extended the employment support measures prguite micro and small enterprises and individwéth a
possibility to start their own business, and theiaoenterprises — to develop their business, hen aid of
financial engineering measures. Also, some findratianges were made in the amendment: the fundingcs
for the priority Technical Assistance has been gedrand now the priority is funded entirely frone #8U funds;
in addition, the funding for the priorityHigh Quality Employment and Social Coverag&/as increased.

The amendment of the Operational Programme for &oan Growth (Decision No. K(2009)5970 of the
EC of 23 July 2009) provided access to the supgdihancial engineering instruments for all sreaiid medium
business (hereinafter referred to as the “SMB”)rafmes, not only for small and medium-sized comesnas
originally planned. Such adjustments will ensuraagights and competition in the SMB sector. Theeadment
will also reallocate the financing, by allocatingma of them to the financial engineering instrurseuring the
period of economic and financial crisis the ac¢edbe funding sources for business, particulaNMBSoperators,

new companies, has become even more importanttdhd same time more complex, as banks have lintiteid
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lending opportunities and increased borrowing cd3#mks are reluctant to provide small loans, adifeg costs
are high, whereas small businesses need relatsrabll loans, particularly in the early stages obibess
development; therefore, using JEREMIE renewablanfomal resources for SMB financing will at leasttjzdly
improve the ability of SMBs to receive financings Aart of the loans will be provided at lower thraarket
prices, the cost of borrowing for SMB operatord Wwéd more accessible. JEREMIE renewable finaneisburces
will also allow the more efficient use of publicrids, since some of them will be returned and carebsed for
SMB needs. Taking into account that now in Lithaatiiere are few venture capital funds, and padrbufew
subjects are investing relatively small amountsampanies, the funds allocated to venture capitdlkusiness
angel investments were raised after the JEREMIEihglIfund managed by the EIF was increased, inrdale
encourage the business development. In additiemathendment to the Operational Programme for Ecmnom
Growth allows a flexible response to market neaus the implementation of financial support measuhed
would mitigate the gaps in the financial market@y@and demand.

The amendment of the Operational Programme for Btiom of Cohesion (Decision No. K(2009)6206 of
31 July 2009), which was due not only to the chdnggcio-economic situation, but also to the amemdsnef
the provisions, relating to the adequacy of theegtments in energy efficiency and renewable energye
housing sector, of the Regulation No. 1080/200thefEuropean Parliament and of the Council of § 20D6 on
the European Regional Development Fund, allowingllmcate additional 4 percent of the ERDF fundioghe
implementation of energy efficiency measures indexgtial apartment houses, provides for an extrausrnof
EUR 140 million to be allocated for the implemeiatof renovation activities for housing and pulidigildings
(in total, the amount of EUR 147 million (LTL 508ilhon) was allocated to the implementation of hiogs
measures).

On 15 September 2009 the Strategy and all OperdtPniogrammes were revised again, and it was decide
to initiate the amendments of the relevant provisjovhich were approved by the Monitoring Commitheel
submitted for coordination to the EC. In order toyide a possibility for reimbursement of a certpart of
interest of the loans for students to pay tuitieest it was decided to revise the description ef2fi priority
“Lifelong Learning” of the Operational Programme for Development ofmidn Resources. A new mechanism
for financing the studies could be implemented digio a model of student loans (as a measure of dialn
engineering), and (or) the subsidy scheme for stidan interest. A flexible state-sponsored stadtgams model
will ensure the availability of the system, whileeating more favourable conditions for the privegetor to be
involved in the implementation of educational refior

The amendment to the Operational Programme for &iomof Cohesion is aimed at expanding the extents
of social services infrastructure funding, provglian opportunity to finance the institutions pronginot only

non-stationary, but also stationary social services
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CONCLUSIONS

2007-2009 has been an unsettled period: from md@2Be positive economic growth, the trends in
macroeconomic and social indicators acquired thposipe direction and began to deteriorate. The
economic growth was slowing down, the investmentgible fixed assets were declining, the levéls o
active population employment were decreasing, aafter tightening the lending conditions, the
opportunities for businesses to borrow and deviiep activities were getting worse.

The drafting of the Lithuanian Strategy for the wseEU Structural Assistance for 2007-2013 as an
integrated strategic document which clearly setdtmikey priorities, the responsibilities and ftioies of

the institutions involved in the administrationtb&é EU structural assistance, made it possiblentmoshly
implement the objectives of Cohesion policy anddhieve tangible benefits.

Although the implementation of Operational Progragsrbegan only in 2008, on 15 December 2009 the
part of the planned programmes indicators amoutaesD percent of the planned rate or exceeded this
rate. These results presume the successful achesxesh programme indicators. The best results é th
achievement of implementation indicators were olesin implementing the priorities pertaining te th
social sphere, as well as the promotion of busiaagstransport infrastructure and public services.

In view of the total funds paid by the EC to the Bigmber states (interim payments), Lithuania has a
leading position in the EU. Lithuania has been paldR 789.5 million or 11.7 percent of the EU
structural funds for the whole period 2007-2013e HC data shows that Lithuania has been paid EUF
765.4 million (excluding advance payments) untillD&cember 2009, or 13.3 percent of the ERDF and
the Cohesion Fund for the period 2007-2013. By #6dmber 2009 Lithuania has been paid EUR 24.1
million (excluding advance payments), or 2.3 petagrthe ESF funds for the entire period.

The results of the EU structural assistance evalusiconducted during the period 2007-2009 show tha
an appropriate direction for the implementationtteé Lithuanian Strategy for the use of EU Strudtura
Assistance for 2007-2013 and Operational Programmplementing this Strategy has been chosen anc
a successful move towards achieving the selectgtttdles has been observed.

The implementation of the prioritiHigh Quality Employment and Social Coveragef the Operational
Programme for the Development of Human Resourceslefd from the ESF contributes to the
implementation of the guidelines and recommendatemvisaged in the European Employment Strategy.
The main focus is given to the measures for thetatian to the market needs, employment promotion,
participation in the labour market and strengthgrsocial inclusion. The highest achievements were
observed while implementing the task of the saitbrjty “Enhance residents” employment and
participation in labour market” when 24 500 unenypld and persons whom unemployment threatens
were involved in supported engagement programmesimore than expected during the entire period of

the implementation of the Operational Programmes.
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The implementation of the prioritie8High Quality Employment and Social Coverage”, “Elbng
Learning” and “Enhancement of Researchers’ Capasitimostly contributes to the implementation of
the objectives and tasks of the National Socialtéetmn and Social Inclusion Strategy and other
Community priorities and objectives in the fieldexfucation and training. The major achievementewer
observed in the implementation of the measuredectlto the increase in population employment and
participation in the labour market, strengtheniogial coverage and workers’ adaptation to labourketa
needs.

The implementation of the priorities of OperatioRabgrammes and structural investments increase th
country’'s GDP, promote competitiveness and entreqarneship, as well as contribute to increasing
employment and reducing unemployment, promoting\tedge-based society, increasing social coverage
and reducing socio-economic disparities, etc. Duéhe structural investments in the current ecooomi
downturn, the country’s economy experiences a gmdkcline than in the absence of these investments
All this confirms that the Cohesion policy stimdatstructural reforms, whose implementation will
provide an impetus for the country’s economic depslent and reduce social disparities among the
regions of the country.

The Cohesion policy, particularly in the implemditia of regional development measures, rapidly
reduces the social and economic disparities amuoagelgions of the country and at the same timevallo
for a balanced regional development across thetopurhe greater cohesion of individual regiongod
country means a growing cohesion all over the aguarid, in turn, in the EU.

Most of the priorities of the Operational Progransmiemain relevant during the period of economic
hardship. However, in order to better adapt to ¢hanged socio-economic situation, the Operational
Programmes for the Development of Human Resouiesnomic Growth and Promotion of Cohesion
were amended under the decision of the EC, by pamiore attention to the measures for business
promotion, employment support and energy efficie#dgo, in the third quarter of 2009 the amendments
to all Operational Programmes, related to expandirgy levels of social services infrastructure and

reimbursement of a part of interest for studenh$avere initiated.
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ANNEX |. FINANCIAL PROGRESS BY OPERATIONAL PROGRAMM ES*
7.
4 6. Expenditure 8. 9
: Colu declared to Colum :
Fund Total \fc;lume 2 b_is. o (;%[u;; AIIoca?ibn to (Il Sl nv Colt;mn
Country CCl OoP Commitment Advance - as % (€) as %
type EU resources % of operations e as % of
2007-2013 (€) AU (2 IR () Colum selected (€) o i) o Column
n2 Colu payments Colum 2 bis
mn 2 claims n2
received)
LT All OPs All OPs All funds 6.775.492.823 2.458.992.697,00 | 644.372.890,22 9,5% 2.396.316.033 35,4 533.665.920,72 7,9% 21, 7%
LT All OPs All OPs CF 2.305.235.743 748.723.267,00 | 242.049.753,02 10,5% 761.411.029 33,0 95.225.933,79 4,1% 12,7%
LT All OPs All OPs ERDF 3.441.950.353 1.316.850.992,00 | 309.775.531,77 9,0% 1.304.158.943 37,9 428.917.018,77 12,5% 32,6%
LT All OPs All OPs ESF 1.028.306.727 393.418.438,00 92.547.605,43 9,0% 330.746.600 32,2 9.522.968,16 0,9% 2,4%
Operational Programme
LT 2007L10SIPO | for the Development of ESF 935.018.000 |  357.727.237,00 | 84.151.62081 | 9,0% | 300.140.408 | 33,1 928375880 | 1,0% |  2.6%
2007-2013
2007LTO51PO Technical assistance
LT 002 Operational Programme ESF 93.288.718 35.691.201,00 8.395.984,62 9,0% 21.489.805 23,0 239.209,27 0,3% 0,7%
for 2007-2013
2007LT161PO Operational Programme
LT 001 for Promotion of Cohesion CF 1.172.944.350 380.963.521,00 | 123.159.156,75 10,5% 427.343.315 36,4 20.691.005,53 1,8% 5,4%
for 2007-2013
2007LT161PO Operational Programme
LT 001 for Promotion of Cohesion ERDF 1.475.388.221 564.466.725,00 | 132.784.939,89 9,0% 431.902.514 29,3 25.804.526,32 1,7% 4,6%
for 2007-2013
2007LT161PO Operational programme
LT 002 for the Economic Growth CF 1.132.291.393 367.759.746,00 | 118.890.596,27 10,5% 334.151.702 29,5 74.534.928,26 6,6% 20,3%
for 2007-2013
2007LT161PO Operational programme
LT 002 for the Economic Growth ERDF 1.966.562.132 752.384.267,00 | 176.990.591,88 9,0% 872.247.451 44.4 403.112.492,45 20,5% 53,6%
for 2007-2013

*Data: 2009-12-15
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ANNEX IV. NATIONAL RESPONSE TO THE EUROPEAN ECONOMI C RECOVERY PLAN

1. FINANCING:
a) Are advances made under Cohesion Policy (2B009) being used to pre-finance operations on the
ground? To public authorities? To enterprises drasteconomic operators?

Lithuania has received EUR 644.4 million of advanfrem the ESF, ERDF and the Cohesion Fund for
the period 2007-2009, including an additional ami@fnEUR 89.4 million, which was allocated in 2009,
after the amendment of the provisions of the CduRegulation No. 1083/2006. Taking into account the
prevailing socio-economic situation and the statdget deficit, the advances received, and in padiche
additional advances in 2009, helped to relievegir@eral funding problems and led to the absorgiimcess
of structural assistance, as they were used tothmdctivities of initiated projects. By 15 Decean009 the
project managers of 328 projects were paid in acivaccording to all Operational Programmes.

To speed up the absorption of the EU structurat@sxe, the Resolution No. 101 of the Governmént o
Lithuania of 11 February 2009 “On the Amendmentie Resolution No. 1443 of the Government of the
Republic of Lithuania “Regarding the Approval oetRules on Project Management and Financing” of 19
December 2007” “(Official Gazette, 2009, No. 19-y76stablished that the project financing and
administration contracts may provide for an advamegment to finance the projects not only for thélje,
but also for private legal entities. This amendnasab establishes that private legal entities segta receive
an advance, along with the request for an advaagment, must submit a financial institution or irsce
company guarantee or a surety letter for the amofitite advance, while the public entities mustnsila
financial institution or insurance company guarantg a surety letter for the advance amount if the
prepayment exceeds EUR 14 481 (LTL 50 000). Theuahian Government’s Resolution No. 1385 on 28
October 2009 “On the Amendment of the Resolution M43 of the Government of the Republic of
Lithuania “Regarding the Approval of the Rules omject Management and Financing” of 19 December
2007” “(Official Gazette, 2009, No. 131-5682) alswesses that the advance amount is increasedattyne
EUR 29 000 (LTL 100 000) for public legal persoimsplementing the ESF-funded projects (a requirenent
submit a guarantee or a surety letter for the amolithe advance does not apply to budgetary utgiits),
when it is not required to submit a financial ingibn or insurance company guarantee or a suegtsrfor

the amount of the advance.

b) Is expenditure incurred on major projects beidgclared while submissions to the Commission are
pending?
Given the fact that some applications are curreantigergoing the evaluation and the fact that the

provisions allowing the EC to declare the costsiired during the implementation of major projedtghe
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project has not yet been approved by the EC, haea fransferred to national legislation recenthd the
fact that the first financing and administrationnttact on a large-scale project ,Rural Area Infotioma
Technology Broadband Network RAIN Development” veagned on 7 December 2009, the expenditure for

the implementation of major projects has not yetnb@acurred and declared to the EC.

c) Are advances under state aid schemes to SMBsapdi declared to the Commission for reimbursement?
The currently existing national legislation in région of the use of the EU structural assistanoesd

not provide for the advance declaration under the sid schemes for small and medium-sized ersegr

d) Is frontloading of planned investment over tleeiéd 200/~2013 being implemented?

The Economy Stimulation Plan approved by the Gawemt of the Republic of Lithuania on 25
February 2009 provides for the more rapid use efEk structural assistance as one of the factorghio
country’s economic recovery and promotidiirstly, the EU structural assistance funding wasamt to be
accelerated by increasing the funding with finah@agineering (allocating more assistance fundsnall
and medium-sized enterprises) and energy efficisnpyovement measures.

Two holding funds were established to implementfiti@ncial engineering measures:

= “JEREMIE holding fund”. On 1 October 2008 a tripartite funding agreemea gigned between the
Ministry of Economy of the Republic of Lithuaniadathe Ministry of Finance of the Republic of
Lithuania and the European Investment Fund (hefteinaeferred to as “the EIF”) regarding the
establishment of JEREMIE (Joint European ResoufeedMicro to Medium Enterprises) holding
fund, whose value at the establishment of the fwad up to EUR 80 million (LTL 275 million) (all
funds were allocated from the European Regionalelz@ment Fund (hereinafter referred to as the
“ERDF")). In 2009 this fund was increased to EURD2illion (LTL 1 billion), of which about EUR
80 million (LTL 275 million) consisted the co-finaimg funds. The funds were intended for the loans,
portfolio guarantees, venture capital funds anatjmivestment fund “Angel”.

» “INVEGA fund”. On 8 April 2009 a tripartite funding agreement wsagmed between the Ministry of
Economy of the Republic of Lithuania and the Minystf Finance of the Republic of Lithuania and
the JSC “Investment and Business Guarantees” (tedter referred to as the “INVEGA”), which
established the Invega Fund with the value of aB®R 58 million (LTL 200 million). This fund, as
the JEREMIE holding fund, is financed by the ERDRe Invega Fund grants low-interest loans to
micro, small and medium-sized enterprises throwgtkb by attracting funds from private banks.

In 2009 a separate measure of financial engineevaglaunched (without establishing a holding fund)
— “The Guarantee Fund”. Based on the common titpaagreement between the Ministry of Economy ef th
Republic of Lithuania and the Ministry of Finandetlme Republic of Lithuania and INVEGA, the amouwft
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EUR 37.4 million (LTL 129 million) of the EU Struatal Funds administered by INVEGA was allocated to
“The Guarantee Fund”. The newly established “Ther@uotee Fund” compensates 80 percent of guarantee
benefits paid to execute the INVEGA obligations emitk guarantees provided to the financial ingstns for

the loans granted to small and medium-sized ensesp(hereinafter referred to as the “SMESs”). Thesasure

will allow more SMEs to use INVEGA provided guarees, thus facilitating the access to funding s@urce

It should be noted that the financial engineeringasures are complemented by measure “Partial
compensation of credit interest”. This measurewa#i as the measure administered by INVEGA and
implemented using the global grant facility, hasrallocated EUR 30 million (LTL 104 million) of¢hEU
structural funds, which are used to compensatataoparedit interest on the loans taken by the SMBm
credit institutions.

It should also be noted that until the end of 28G8partite funding agreement between the Ministry
Finance of the Republic of Lithuania and the Minisbf Social Security and Labour of the Republic of
Lithuania and INVEGA is planned to be signed on éstablishment of the Entrepreneurship Promotion
Holding Fund, whose expected value reaches EUR méllion (LTL 50 million). This fund, which aims at
improving the access to financing for micro and nemterprises when implementing the measure
“Promoting Entrepreneurship” of the prioritfHdigh Quality Employment and Social Coveragef the
Operational Programme for the Development of HufRasources, will be financed by the ESF. The main
activities planned to be financed by the Entrepuestep Promotion Holding Fund are granting the low-
interest loans with the value of up to EUR 25 tleouk(LTL 86 thousand) for micro and small entegsiand
individuals starting up their business combinechwiiining and consulting activities. In implemeggithe
lending scheme, a possibility to replace up to &@@nt of the loan with a subsidy is provided.

In implementing the energy efficiency measures,1énJune 2009 a tripartite agreement between the
Ministry of Finance of the Republic of Lithuaniadathe Ministry of Environment of the Republic of
Lithuania and the European Investment Bank (hefteinaeferred to as “the EIB”) was signed, which
established the JESSICA Holding Fund for the madation of residential apartment houses. The amotint
EUR 227.4 million (LTL 785 million) of the EU Struaal Funds and national co-financing funds are
intended to be transferred to the established filing. EIB-managed fund will provide the long-ternftso
loans through financial intermediaries for peog@elsng to renovate their housing. The contracth Wwénks,
through which the Jessica Holding Fund will grame foans, are planned to be signed and the prpjects
implemented through housing measures, to be stattdte beginning of 2010. Also, the support foergy
efficiency improvement measures is planned to j@edmented as a non-repayable subsidy (grant).téh, to
the amount of EUR 310.2 million (LTL 1 071 milliowf non-repayable subsidies (grants) will be alleda
for public buildings energy efficiency improvemembjects. Currently, there are 231 signed contractder

which almost EUR 170 million (LTL 585 million) wilbe allocated to the projects.
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In summary, in response to the substantial charnigethe country’s socio-economic situation, the
investments for the period of 26@2D13 were frontloaded to those areas, where thadrigconomic growth
potential may be expected, i.e. business and ersegprs. In addition, to accelerate the investrsecertain

administrative changes have been made, which are discussed in Part 4.

e) Is the use of flexibility in the existing progmaes to modulate the rate of the EU contributioprigects
(up to 100% of the eligible costs) being used?

Considering the socio-economic situation and theeribrating economic indicators and seeking to
reduce the state budget deficit and avoid the aserén the fiscal deficit to 3 percent of the GD, decision
was adopted to change the financial plans of OperatProgrammes by increasing the intensity ohgishe
EU structural assistance up to the maximum possikient under the provisions of Paragraph 2 ofchetb3
and Paragraph 2 of Article 54 of the Council RegofaNo. 1083/2006, i.e. 85 percent at the progeant
fund level, whereas to apply the intensity of 1@dcent to the technical assistance priority.

In addition, when implementing the relevant measuof the priorities of Operational Programmes,
there is a funding possibility of 100 percent oé tBU structural assistance funds, while maintairtime
planned intensity of using the assistance at W& I&f priorities of Operational Programmes.

The principle of flexibility to modulate the ratf the EU contribution to projects is used in the
implementation of the projects of the prioritijyocal and Urban Development, Preservation of Cerdiu
Heritage and Protection of Nature and its Adaptatito Development of Tourismdf the Operational
Programme for Promotion of Cohesion and the prsjetthe priority‘Basic Economic Infrastructure’and
the priority “Development of Trans-European Transport Networks’ the Operational Programme for
Economic Growth. The possibility of applying theingiple of flexibility has been discussed for the
implementation of the Programme for Human Resoubeaslopment.

Thus, during the implementation of Operational Resgmes for the period of 2082013, the intensity
of using the EU structural assistant®s been increased up to the maximum possible; lalsd, the
opportunity to benefit from the principle of fletity to fund the projects of some priorities witB0 percent

of the EU structural assistanéends has been used.

2. SIMPLIFICATION OF CATEGORIES OF ELIGIBLE EXPENDI TURE
Are your authorities using or planning to use:
a) Indirect costs declared on a flat-rate basis?
In accordance with Order No. 1K-112 “On the appt@faules on the establishment of indirect project
costs and payment on a flat-rate basis” of the $f&miof Finance of the Republic of Lithuania of argh

2008 (Official Gazette, 2008, No. 37-1348), theirect costs of the project are fixed and paid diaarate
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basis for the implementation of the OperationalgPamme for the Development of Human Resources, co-
financed by the ESF. Taking into account the a&aiel, the payment of indirect costs of the progeca flat-
rate basis was used exclusively by institutions iathtering the measures envisaged under the Opeéedti
Programme for the Development of Human Resourdeshduld be noted that currently a study is being
conducted (a research) on the payment of indirestscon a flat-rate basis (up to 20 percent ofdihect
project costs) in the projects co-financed by tRDE.

At the end of the third quarter of 2009 the appreaie amount of a flat rate paid to the beneficsaaied
included in the payment requests sent to the magaguthority was about EUR 54 thousand (LTL 187

thousand).

b) Flat-rate costs calculated by application ofreard scales of unit cost?

Currently, this category of expenditure is not usedmplement the Operational Programmes, as the
provisions providing such possibility has not yeteb transferred to the country’s national legistatilt
should be noted that currently a study is beingdooted (a research) on a flat-rate costs calculbted
application of standard scales of unit cost in ph&ects co-finances by the ERDF and ESF, and #tisr
study it will be decided, in which areas this catggof expenditure may be used, and the relevatibme

legislation will be amended.

c) Lump sums to cover all or part of the costsrobperation?

Currently, this category of expenditure is not usedmplement the Operational Programmes, as the
provisions providing such possibility has not yetb transferred to the country’s national legistatin the
short term it is planned to conduct a study in praeidentify the actions, to which lump sums may b
applied, and after this study it will be decidedwhich areas this category of expenditure may ez yand

the relevant national legislation will be amended.

3. ENLARGING OR ADJUSTING THE PRIORITIES OF OPERATI ONAL PROGRAMMES

a) What measures under the four priority areas outime the Communication of 16 December 2008 to the
European Parliament, the Council, the European Broic and Social Committee and Regional Committee —
Cohesion policy: investing in real economy KOM(2@J® (people, business, infrastructure and energy,

scientific research and innovation) (hereinaftefereed to as “the Communication”) are being acceltad

or adjusted? Are other adjustments necessary toirttially planned measures in order to meet new or

different needs? What is the likely impact of theesteons? Higher numbers of beneficiaries than @ptited?

New needs identified?
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In response to the changed socio-economic situdtienrelevant priorities of Operational Programmes
were reviewed and revised. The main changes magleetated to three priority are&eople, Business,
Energy and Infrastructuregutlined in the Communication.

When implementing the recommendations of the gyi@reaPeople“invest in the relevant flexicurity
components in particular through reinforced actioat schemes to ensure rapid reintegration of redumd
workers to the labour market@ind“refocus, if needed, ESF programmes for the gromost affected by the
crisis”, the implementation of certain measures of therpyi “High Quality Employment and Social
Coverage” of the Operational Programme for the DevelopmdnHoman Resources was significantly
accelerated: after the redistribution of funds agndhe relevant priorities, the funding for suppdrte
employment measures has been increased (emplowulesitdies, job skills promotion, public works). €Th
funding for the measurélobseekers’ Integration into the Labour Marketas increased by EUR 28.4
million (LTL 98 million)). Under the signed contrig¢ within the next 2 years it is planned to inebwer 30
thousand persons in the active labour market potieasures, i.e. even 16 thousand more than had been
planned under the Operational Programme for theeldpment of Human Resources.

In order to implement the recommendation of theoniy area Business‘improve the national
environments to allow the development of micro itredtiatives and take advantage of the technical
assistance support offered for micro credit initas through the JASMINE facilitythe priority “High
Quality Employment and Social Coveragef’ the Operational Programme for the DevelopmeniHoman
Resources has been amended by extending the engiogopport measures providing the micro and small
enterprises and individuals with a possibility tars their own business, and the social enterpris¢e
develop their business, with the aid of financiajieeering measures.

The revision of the Task ‘3mprove access to financing sources for SME$‘the priority“Increasing
Business Productivity and Improving EnvironmentBasiness’of the Operational Programme for Economic
Growth gave the opportunity for all small and medibusiness operators (not only for small and medium
sized companies) to benefit from the support oérizial engineering instruments. By extending tke dif
possible beneficiaries, the funds for financial ieegring instruments implemented by means of hgldin
funds have also been increased from EUR 80 mil{lofL 275 million) to EUR 348 million (LTL 1200
million), and the JEREMIE Holding Fund and INVEGAk were established, which will provide financial
support to small and medium businesses throughdiahintermediaries. These adjustments have dusted
to the implementation of the recommendations ofpttherity Businessseek to secure investments in the long
term competitiveness of enterprises, particulaNES, and accelerate such investments where possiole
“quickly increase recourse to the JEREMIE initisiand accelerate its implementation by signing imgld

fund agreements with the EIF and / or other finahaistitutions”.
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Also, taking into account the economic situatiod @otential new business activities, the amendments
to the measures (Inoklaster LT and LT + Inoklastef)the priority ‘Research and Development for
Competitiveness and Growth of the Econonayg planned to be made, which will expand the eaaf
eligible areas by including new business areas sischreative industry, prosperity, polygraphy, &ado
Dimension”.

In the implementation of the recommendatioraximise the use of national and regional progra@sm
to ensure a high degree of energy efficiency iggdes into new buildings and implemented into thistang
building stock ("retrofitting"), including in thease of low-income householdsf the priority aredEnergy
and Infrastructure’; Task 1“Housing Modernization in order to Increase the Egye Efficiency” of the
priority “Local and Urban Development, Preservation of CrdiluHeritage and Protection of Nature and its
Adaptation to Development of Tourisraf the Operational Programme for Promotion of Calresas been
amended. The amendment of this task gave the appiyrto allocate the resources for the moderroratf
the housing in order to increase the energy effoyenot only in problematic areas, but also thraugtthe
country. The latter amendment, which essentiallg diae to the amendment of the provisions, relaiate
eligibility of investments in energy efficiency amdnewable energies in housing, of the Regulatian N
1080/2006 of the European Parliament and of then€bwf 5 July 2006 on the European Regional
Development Fund, allowing to allocate additiongletcent of the ERDF funding to the implementatén
energy efficiency measures in residential apartrhenses, determined the reallocation of more fuadbe
implementation of energy efficiency measures (areesmount of EUR 147 million (LTL 508 million).

Considering the relevance of the use of renewalésgy sources and energy saving, the funds were
reallocated among the measures of the pridgityvironment and Sustainable Developmeiy increasing
the funding for the measures pertaining to theafsenewable resources for energy production arelggn
saving, and more efficient use of energy resouriteshould be noted that in the implementation aihe
measures related to the priority atBaergy and Infrastructure] the services of JASPERS experts have been
intensively used, and the JESSICA holding fundtfer modernization of residential apartment housas w
established. All these changes were related tonéeesures of the Energy and Infrastructure afeaake full
use of the JASPERS facility to prepare strategiagtructures and make the best use of CohesioityPol
assistance in favour of major projectahd “take full advantage of the possibilities offered BESSICA in
relation to integrated urban development funding”.

In the infrastructure, the main focus was givethemeasuréHigh-speed Internet for all EU citizens”

In implementation of this measure, the resourceseweallocated among the measures of the priority
“Information Society for All” and for the measures related to the high-spe&dnitt and the creation of

broadband electronic communications network infeestire, and the funding was increased by about BUR
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million (LTL 30 million) — from EUR 50.7 million (IL 175 million) to EUR 60.2 million (LTL 208
million), which accounted for 21.4 percent of alhfls allocated to this priority.

In summary, the implementation of the priority meas outlined in the Communication was mostly
promoted by increasing the funding for approprratsasures or expanding the list of beneficiaried, vanen
implementing the priorityPeople the main focus was given to the supported empémynmeasures, the
priority Business- to small and medium business subjects in oéadilitate their borrowing capacity, and
the priority Energy and Infrastructure- to energy efficiency measures, mainly the modetion of
apartment houses. It is likely that after the impdatation of the amendments to certain priorities,number
of beneficiaries of the EU structural assistanc# be increased. In the future, responding to eotino
development trends, and, where necessary, sedkingnore efficient and faster use of the EU strattur
assistance, the appropriate amendments to centiairtips may be made (such as the funding reatioca

expanding the list of potential beneficiaries agible activities).

b) Are OPs being amended to open the scope of actmmsergy efficiency and renewable energies in
housing? If yes, what amount has been (will be)called to these measures? What kinds of operatizns
concerned?

Taking into account the amendment of the provisioglsited to the eligibility of investments in eggr
efficiency and renewable energies in housing, ef Regulation No. 1080/2006 of the European Pariime
and of the Council of 5 July 2006 on the Europeagiéal Development Fund, allowing to allocate
additional 4 percent of the ERDF funding to the liempentation of energy efficiency measures in regide
apartment houses, the relevant amendment was noadeetOperational Programme for Promotion of
Cohesion, approved by Decision No. K(2009)6206hef EC of 31 July 2009. This amendment provided for
an additional amount of almost EUR 147 million (dat of LTL 508 million) to be allocated for the
implementation of the housing renovation activiti€sirrently, in implementation of the energy efficcy
measures for public buildings, 231 contracts hdseady been signed, under which the amount of EUR 1
million (LTL 585 million) of non-repayable subsidievill be allocated for the projects. In additiamhen
implementing the measures pertaining to the eneffigiency in housing, the JESSICA holding fund was
established to grant long-term soft loans througarifcial intermediaries to the residents for theoxation of

their housing.

c) Are JEREMIE-type access to finance instrumemtsehefit SMEs being accelerated or expanded? What
the expected total financial volume? And the EUicancing?
In implementation of the Operational Programme tloe Development of Human Resources, the

initiative of JEREMIE was used in order to imprae access to finance for micro and small entexprit
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was decided to use financial engineering for thelémentation of the measure “Entrepreneurship
Promotion” of Priority 1'High Quality Employment and Social Coveragef the Operational Programme for
the Development of Human Resources, funded by 8fe Ehe main activities planned to be financedhisy t
measure are granting the low-interest loans wighvidlue of up to EUR 25 thousand (LTL 86 thousdnd)
micro and small enterprises and individuals stgrtip their business, combined with training andsodting
activities. In implementing the lending scheme,oagibility to replace up to 30 percent of the lodth a
subsidy is provided. The measure will be implemendy establishing a holding fund managed by JSC
“Investment and Business Guarantees”, whose loafiopo amounts to EUR 14.5 million (LTL 50 millign

i.e. 100 percent of the funds allocated to this suea are financed by the ESF. The responsibilitytlie
implementation of the lending scheme will be enrdgo the financial intermediary selected by tb&limg
fund manager. The selected financial intermediatiyhave to finance at least 10 percent of the tgddow-
interest loan. The outcomes planned to be achieltgthg the implementation of the measure are the
preferential loans granted to about 1200 persawnpanies, 1000 new jobs created, 5000 persorateitr

to training, at least 1000 persons whereof willcassfully complete the trainings.

In implementation of the Operational ProgrammeHoonomic Growth, the initiative of JEREMIE was
used in order to adapt to the changing market née@909, the JEREMIE holding fund managed byEhe
was increased from EUR 80 million (LTL 275 millionj the EU funds to almost EUR 290 million (LTL 1
billion) — an additional amount of EUR 80 milliohTL 275 million) of co-financing and EUR 130 milio
(LTL 450 million) of the EU structural funds. Alsthe INVEGA fund managed by JSC “Investment and
Business Guarantees” was set up on 7 April 2009sethvalue was almost EUR 58 million (LTL 200

million).

d) Have capacity building priorities to reinforceithin public authorities their ability to plan, inigment,
monitor and control OPs been modified or reinforged

Priority 4 of the Operational Programme for thevBlepment of Human Resources (foreseen 14
measures) is intended for the administrative capaciilding and improving public administration ieféncy.
The planning and management of the EU structursis@sce will be improved following the two main
directions: improving strategic planning and invesit planning skills.

In addition, the Operational Programme for TecAhissistance provides for the active participatén
public administration institutions in the planningyblicity and evaluation activities of the EU sfiwral
assistance. In the short run, a coherent educatmh training system will be developed to ensure the
compliance of staff qualifications to the ascribedctions and the delivery of existing knowledged an
experience to the largest possible number of enegi®yAlso, a strategy for ensuring the qualificatod

employees working in the institutions administerthg EU structural assistance will be prepared, tted
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centralized trainings will be conducted for allfstaembers working in the institutions administerithe EU

structural assistance.

4. SIMPLIFYING THE IMPLEMENTATION MECHANISMS
a) What national measures have been taken to aatelthe implementation of OPs? Clarifying procesh#t

Revised guidance or national legislation? Simpdifggocedures?

In order to simplify the administration of the Etiustural assistance and accelerate the absorption

the EU structural assistance, the amendment$he Rules on Project Management and Financinvggre
made (11 February 2009, 28 October 2009), which:

reduced the eventual errors (automatic logicalemtion of errors) and speeded up the procedures
after the introduction of various electronic medesapplication, e-payment request, data exchange
website);

reduced the payment requests revision period frono @0 days;

provided a possibility for private legal entitiesuse an advance and account payment method;
provided a possibility to submit declarations opemrditure to the EC for the costs incurred in the
implementation of large projects, where the profexs not yet been approved by the EC;

shortened the period for the evaluation of appbeet from 4 to 3 months in the competitive
procedure;

set the time limit (10 or 15 working days, if theoject selection committee is established), during
which the decision on the financing of the projeuist be adopted (to this day, the period within
which the responsible authority had to decide enfithancing of the project has not been established
provided a possibility to reverse the order of assent phases or combine them;

introduced the electronic submission of applicaidor the appropriation managers — through the
computerized management information and monitorsiygtem of the EU structural assistance
(CMIMS).

Also, in order to speed up the implementation oé@ponal Programmes, the following measures were

envisaged:

the descriptions of project financing condition®\pded for the possibility to prepare technical
documentation and to launch the procurement proesdoefore the signing of a contract on funding
and administration of the project;

the intensity of assistances was increased fonbasimeasures;

the use of the services rendered by the centrahpsmg authority was promoted;

the JASPERS experts were involved in the preparati@pplications for large-scale projects;
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= the portion of the EU structural assistance waseased up to 85 percent (to the maximum level
allowed by the EU regulations) for the OperatioRabgrammes for the Development of Human
Resources, Economic Growth and Promotion of Cohesidereas the funding of the priorities of
Technical Assistance from the EU structural asse#dunds was increased by 100 percent.
In addition, seeking to ensure the source of pulditonal funding and a smooth absorption of the EU
structural assistance, on 13 March 2009 the Republiithuania signed an agreement with the EIBdor
long-term loan of EUR 1.132 billion (LTL 3.9 billig to cover co-financing for the investment progect

transport, energy, environment, innovation and odéneas.

b) Is it necessary to simplify provisions in thepied programmes through formal modification toespeap
deliver mechanisms?

The implementation provisions of the OperationadPammes are laid down in the national legislation,
which is updated and revised according to the aments of the EU legislation. In this context, ier to
speed up the implementation of the Operational farages through formal modification of their prowiss,

it is sufficient to amend the relevant nationaiségion, without modifying the Operational Prognaes.

5. USE OF POSSIBILITIES UNDER THE TEMPORARY STATE A ID FRAMEWORK
Is it planned to use the EU structural support feial finance:
a) schemes implementing the “Compatible limited amaf aid” up to € 500 000 following the European
Commission state aid approval?

In the meantime, the authorities responsible ferBk) structural assistance have not used the alaila
opportunities of the Communication from the Commoiss'Temporary Community framework for State aid

measures to support access to finance in the cufirgancial and economic crisi2009/C 83/01).

b) state guarantees for loans at a reduced premium?
In the meantime, the authorities responsible ferBEk) structural assistance have not used the alaila
opportunities of the Communication from the Commoiss'Temporary Community framework for State aid

measures to support access to finance in the cufigancial and economic crisi2009/C 83/01).

c) loans interest subsidies, in particular for tipeoduction of green products (meeting environmental
protection standards early or going beyond sucimdéads)?

On the basis of currently existing national legdiska the loans interest subsidies are granted Ito al
enterprises, including the companies engaged inptioeluction of green products, under the common
procedure.
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6. PUBLIC PROCUREMENT

Is the use of accelerated public procurement praces| reducing the overall time limit of the prouesl
from 87 days to 30 days, being used under the Qipeed Programmes?

In accordance with the Statement No. IP/08/204thef Commission of 19 December 2008 “On the
possibility to reduce the time limits for the sulssion of proposals and applications during theiotstl and
negotiated procedures for the major public projacigemented in times of economic crisis” in resp®Ito
the period of economic hardship, the overall tinmaitl for the submission of applications and progesa
during the public procurement procedures (resttieted negotiated procedures) in the period of 20096
may be reduced from 87 to 30 days by the purchaautborities, when implementing the major public
projects, which have been recognized as such ipriieedure established by the Government of theiBRiEp
of Lithuania. So far, this option has not been useidhplementing the Strategy and priorities owtinn the
Operational Programmes. However, it should be nthedl the purchasing authorities are acceleratieg t
public procurement in other ways, namely by annowunthe calls for tenders, launching the major mubl
procurement procedures prior to signing a contoactproject financing and administration, posting-pr
announcements of the restricted procedures, whaltent possible to shorten the deadline for thergssion

of proposals from 52 to 36 days.
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