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A. Project Development Objective
1. Project development objective: (see Annex 1)

The development objective of the proposed project isto improve the
coverage, completeness, accuracy and responsiveness of the cadastre and
real property registration systems and, therefore, contribute to the
development of secure tenure of real property (and hence investmentsin
housing, agriculture, commerce, manufacturing, and services), and of an
efficient real property market, which is one of the requirements of EU
accession.

The project’ s support for productivity and economic growth would
contribute to raising incomes and thereby reducing poverty. The project is
hence consistent with the CAS as land tenure security and development of
land markets are important for accelerating Bulgaria s structural reforms
and private sector development, key requirements for sustainable
economic growth. The proposed project also contributes to the
achievement of the CAS objective by supporting secure property rights
held by the public to the largest class of assets in the country (land and
real property), and hence the development of area property market in
Bulgaria.

The project will help create an institutional infrastructure that assures real
property rights, and the means by which those rights can be securely
traded, thus encouraging long-term investments. Thiswill be achieved by
() addressing the inefficiencies caused by the current cadastre and
property registration systems, that are unreliable and whose data are not
current, (ii) increasing the awareness of the rights and duties under the
new systems among stakeholders, and (iii) undertaking the registration of
parcels and real property rights in selected parts of the country.

The implementation of an integrated cadastre and registration system to
cover the whole country would be phased over a period of fifteen years.
The proposed project will cover the first five full years of this
comprehensive program, and be focused on selected rural and urban
areas. The proposed project will support the improvements of the linkages
between the cadastre and property registration systems that will then be
replicated in the rest of the country.

2. Key performanceindicators. (see Annex 1)

The success of the project in achieving the above-mentioned objective will
be measured in terms of:

® coverage as percentage of urban and rural plots accurately described
asto ownership, location, and boundaries, in integrated cadastre and
real property registers,

e reduced transaction turn around time according to the following



parameters:
- the districts entry courts would achieve less than the following
maximum processing times for the registration of sales and mortgages
in cases of undisputed transfer of ownership: by December 31, 2002:
5 days, by December 31, 2003: 4 days; by December 31, 2004: 2
days, by December 31, 2005: 1 day
- the district entry courts would achieve rapid delivery timesfor the
supply of information from the registration system: by December 31,
2002: 3 days; by December 31, 2003: 2 days; by December 31, 2004:
same day; by December 31, 2005, 3 hours
- the regiona cadastre offices would supply cadastre maps and other
information (for set fees) to customersin a period equal to or less
than: by December 20, 2002: 25 days, by December 20, 2003: 15
days; by December 20, 2004: 7 days, December 20, 2005: 3 days

e reduced cost of land and property transactions.

B. Strategic Context

1. Sector-related Country Assistance Strategy (CAS) goal supported by the project: (see Annex 1)
Document number: R9884 (IFC R98-59) Date of latest CAS discussion: April 28, 1998

The Bank’s Country Assistance Strategy is aimed at fostering sustainable
economic growth by accelerating structural reform and rapid devel opment
of the private sector, while ensuring the socia sustainability of reforms.
In the agriculture sector, this would entail support for needed policy
measures to liberaize trade and prices, extricate the government from
direct participation in the sector and establish the conditions and
infrastructure for efficient marketsin land, operating inputs and
agricultural output.

These goals would strengthen land tenure security and land markets to facilitate: (i) an increase in the
volume and efficiency of investment thereby enhancing economic growth; (ii) improved access to credit;
(iii) land consolidation with enhanced opportunities for improved productivity; and (iv) the generation of
land market information that is essential for a sustainable development.

By supporting the development of one of the factor markets, land, the
project would facilitate Bulgaria to build the foundations of a market
economy. Thisis one of the goals of the draft Country Assistance
Strategy currently being discussed with the Government of Bulgaria

2. Main sector issues and Gover nment strategy:

Sector background. In the early 1990s Bulgaria launched extensive
reforms. The principles of private real property rights and liberalized land
markets were restored in the legidation. Several land restitution laws
were passed, affecting farmlands, forests, nationalized immovable
properties, and expropriated properties. Local self-governments were
re-established, and municipal and state property were regularized by law.
Land tenure security for farmland |eases was further improved by
pertinent legidation. The institution of private notaries was introduced.




New land market professions emerged: realtors, devel opers, land valuers.

The restitution program generated large numbers of private landowners.
The farmland restitution, which was practically completed in the year
2000, produced nearly 8.3 million individual plots, belonging to
approximately 1.9 million former owners. The forest restitution, 85% of
which had been completed by April 2001, will generate afurther 0.2
million individua plots. The ongoing restitution and privatization of state
and municipal properties established a multitude of new owners and
frequently new plots. Following the restitution process, further
subdivisions are ongoing of nearly all the inherited real estate. The
liberalized urban land markets, with leases and sales, brought about a
boom in the number of transactionsin land.

I ssues to be addressed. With the adoption of a market economy in the
country, improvements in land administration institutions and practice
were demanded. This land administration reform was called upon to solve
anumber of critical issues, including the fragmentation of land records,
the lack of tenure security and the lack of trust in government institutions.

Incompleteness and fragmentation of land records. Cadastral mapping in
Bulgaria has never achieved full coverage of the territory of the country.
The present cadastral mapping is fragmentary, since the administration of
farmlands, forests and urbanized lands has never been in one single
government ingtitution. Likewise, the land registration function for private
and public land has never been uniform and in one register. Land data are
kept by different agencies, as well as with private surveying companies.

Inadequate security and clarity of ownership. The urban planning
"courtyard regulation”, which in the past could utterly change property
boundaries and transfer ownership by administrative acts, caused
insecurity and litigation. Though recently abolished, this regime still
causes ambiguity of boundaries and disputes. The issue was further
complicated by cumbersome urban planning procedures, inadequate
resources and staffing, lack of uniform professional standards, etc. In
peri-urban zones the land records for rural and urban areas frequently do
not correlate with gaps and overlaps in documented ownership. Both in
urban and rural territories the present maintenance system and technology
for up-dating land records does not guarantee a reliable, continuous or
timely update. In consequence, the functioning of the real estate market is
impaired by the poor quality of the official land records and land
information services. This has resulted in numerous disputes and it is
estimated that 40% of all civil court cases relate to land tenure issues.
There are also clear problems with apartments in condominium buildings
because of the lack of maintenance and investment in jointly owned
common parts and condominium property. The ownership of these
common parts has not yet been defined.




Credibility gap towards government land administration institutions. The
lack of a streamlined system makesit difficult for owners or their
representatives (real estate agents, lawyers, notaries) to trace rea estate
records. Especially among poorer rural residents, or isolated ethnic and
religious communities who are less able to understand the law and who
have lower capacity to articulate their concerns, there is a distrust of
adminigtrative ingtitutions. Former experiences in resolving inheritance
procedures, and more recent attempts to defend their real property rights
and interests in the restitution schemes have eroded trust in the integrity
of institutions. Frequently there is insufficient public awareness of the
individual land rights and obligations, and no easy and inexpensive lega
advice available. Thisis further complicated by the poor implementation
of construction and development controls and land taxation. After the
economic collapse in the country, many citizens lost their money to
construction companies that never finished the construction for which
they had been paid and to realtors who did not properly check the vaidity
of thesde.

New Cadastre Infrastructure. To respond to these issues and cresate a
viable environment for land markets, the Government passed aLaw on
Cadastre and Property Register in April 2000, and a new Cadastre
Agency (CA) was established on January 1, 2001 to implement the
cadastral aspects of the law. The new agency is currently being set up. It
now has its headquarters in Sofia, and twenty-eight regional cadastre
offices are set up in the administrative centers of the regions. The new
integrated cadastre and property registration systems will be implemented
following a gradual process. In order to avoid any disruptions to the rural
|and markets, the Land Commissions, so far involved in the restitution of
rura land, will continue to keep a database for rural land property
ownership until the regional cadastre offices are ready to receive this
information. The Land Commissions databases will gradually decrease as
the databases in the regional cadastre offices increase. Once the data on
rural areas will have been completely transferred to the Cadastre Agency,
the Land Commissions will keep the functions related to the maintenance
of data on land use according to the requirements set by the Common
Agricultura Policy and other programs of the European Union.

In the case of urban land, some of the existing municipal cadastres are
large organizations providing a comprehensive service to loca
adminigtrations. Others are smaller or less effective. The range of
activities and the amount of work vary between offices like Sofia or
Varnawith sophisticated computerised systems and staff of over a
hundred to small offices with afew people working in a paper
environment. Each municipality must be looked at independently as they
have different resources and capabilities. In general, the municipal
cadastres (within the Municipal Technical Services (MTS) which
undertake building permitting, development control and cadastre services)
will continue to operate as they now do, but will be given methodological
guidance and will be monitored by the regional offices of the Cadastre



Agency. The municipal cadastres will relinquish their data and part of the
cadastre function to the regiona cadastre offices, and maintain the
function of providing a service to the clients (i.e. owners of real

properties, Government departments and organizations, notaries, lawyers,
courts, surveying companies, real estate agencies, banks, etc.). They will
be linked to the database of the regional cadastre office and, in exchange
for fees, they will provide a service to the citizensin terms of query
results about properties, excerpts of plans of real property, query results
about the property status of a person, certificates of cadastral status, copy
of cadastre map, etc.

New System in the Digtrict Courts. The legal rights part of the
registration system is conducted by the 112 district courts under the
oversight of the Ministry of Justice (MQJ). They record legal rights and
the owners of those rights, to rea property. Under the project, a new
system of legal registration will be introduced that is based on real
property units. It will eventually replace the existing so-called "entry book
system,” which is atransaction or person based system, that only operates
when documents are transacted and registered in the courts. Currently the
entry book system is estimated to cover less than 50% of the total number
of parcelsin Bulgaria.

The proposed information system in the 28 cadastre offices will store
large amounts of graphic information, and it will be linked to the new
property based lega registration system in the district courts, on the basis
of the identifier of immovable property.

Implementation of the Program. To implement the program described
above in the whole country, the Government foresees that it will take
fifteen years. A long-term program and an annual plan were approved by
the Government in 2001. On this basis, the Cadastre Agency will first
recruit staff and organize its procedures. Following this, the Cadastre
Agency will gather the base materials required for preparation of index
maps. The Agency will initially concentrate on a few areas and gradually
increase its activity. MOJ intends to have al 112 district courts prepare
preliminary lots, so that a near automatic download into the new system
can take place as soon as the software for linking the cadastre and
property registration systemsis developed. The preparation of the
preliminary lots would be an office conversion exercise. Some offices
have computers and have been provided with the software, but 88 of the
112 offices have retained their purely paper based system, thus the
creation of the preliminary lots will be along-term activity. The Minister
will incrementally declare areas that are subject to the Law, and sporadic
registration, which involves creation of preliminary lots, will commence
from the date of declaration. Systematic registration areas will be selected
in coordination with the Cadastre Agency and the preliminary lots
prepared on a systematic basis.

The activities of the Cadastre Agency and MOJwill commencein



Dobrich, making use of the work done under the EU Phare and Dutch
Matra projects, that could not be finalized because of the absence of a
legal basis at the time it was conducted. Thiswill be considered as an
operational tria, and further areas will then be selected and systematic
registration will commence. Following this another series of court
districts will be selected, up to 8, and systematic registration will
commence. Sites around Sofiawill be among those selected, for initia
operations, jointly by the MOJworking group and the Cadastre Agency.
The mgjor citieswill not be tackled until such time as the experience from
theseinitia sitesis anayzed. The Sofia City Court will work with the
existing municipal cadastre in Sofia, until the Cadastre Agency acquires
the resources to manage this work.

Over the five-year period of the project, it is expected that data on 65,000
hectares of urban real properties territories will be transferred from about
80 MTS officesto the regional cadastre offices and, if necessary
surveyed, adjudicated, and registered, while in rural areas data and land
records for 30% of the 260 Land Commissions offices (about 80 offices)
will be converted into the new cadastre and registration systems.

3. Sector issuesto be addressed by the project and strategic choices:

The project will support the setting up of the Cadastre Agency and of a
unit within the Ministry of Justice responsible for property registration,
and the activities to be undertaken in the first five years of the
Government's program for the creation of a unified cadastre and property
registration system (i.e., design and implementation of the IT system,
creation of preliminary lots, digitalization of mapping, and survey and
adjudication). The project will therefore help the Government in its
complex program, and ensure that enough attention is provided to the
creation of institutional capacity. The project will focus on the
development of the Cadastre Agency to run along business lines including
cost recovery to ensure that the system is sustainable, institutional
strengthening in the district courts in their function of property
registration, the training of professionas, and the devel opment of legal
support for the most disadvantaged. Without these activities, the technical
side of the project may not be sustainable.

The project will ultimately benefit different sectors of the economy,
namely it will improve access to information concerning the land market,
protect the environment by making it easier to identify polluters, improve
tax collection, and over the long run contribute to reducing land
fragmentation by lowering transaction costs and thus encouraging owners
to transact.

C. Project Description Summary

1. Project components (see Annex 2 for a detailed description and Annex 3 for a detailed cost
breakdown):



The project would consist of four components: Component A - Cadastre System Development; Component
B — Property Registration System Development; Component C — Cadastre and Property Registration

Operations; Component D — Project Management and Development of a Policy and Lega Framework. The
project would be implemented in afive-year timeframe. A description of the proposed components follows.

Component A - Cadastre System Development. This component would help build the capacity of the newly
established Cadastre Agency to design and implement a unified national cadastre system, with its newly
opened 28 regional cadastre offices. This support would include office renovations, equipment (hardware,
software, furniture, vehicles) and technical assistance for the headquarters. Technical assistance will be
provided to allow the Cadastre Agency to develop systems to transfer records from the about 80 municipal
offices and 80 land commissions (the project will cover about 30% of the existing land commission offices
in the country), to develop and implement an IT strategy for cadastre purposes, to develop a strategy that
will alow the Agency to be run along business lines including partial cost-recovery, to define cadastre
office procedures including operational service standards when dealing with customers, and a human
resources strategy. The human resources strategy would include the definition of detailed job descriptions,
training programs, and the design of a system of performance standards and incentives to be applied in the
day-to-day activities of the Agency.

Component B — Property Registration System Development. This component would support capacity
building in the district courts and the Ministry of Justice for the implementation of the new real property
based registration system in the 112 district courts, and help build oversight of the system in the Ministry
of Justice. The objective of the component would be to establish an efficient real property registration
system that lowers transaction costs and reduces transaction processing times. The component would
support the refurbishing of entry courts' offices, and the purchase of equipment (hardware, software,
furniture and vehicles). Procedures would be developed to transfer the data from the old entry-book systems
to the new systems. Technical assistance will be provided for the development of a strategy to run the
registration system along business principles including cost recovery, as well as the development of a paper
records strategy, the definition of streamlined transaction procedures with set service delivery times, and a
human resources strategy. An I'T plan for the registration function will aso be devel oped and implemented.

Component C — Cadastre and Property Registration Operations. This component would support mass
registration and the joint conversion of parcels in the operation of the new property-based registration and
the new cadastre systems, plus the creation of an effective data link and exchange between all the agencies
involved. It would finance part of the geodetic network densification, cadastre surveying and adjudication
and associated digital mapping, data entry of preliminary lots for mass registration, the design and
implementation of joint information technology and management systems in both the cadastre and the
property registry, service contracts for maintenance, supervision and quality control. It would support the
creation of an urban cadastre and property registration in settlements, apartments and enterprises, and the
conversion of the restituted farm- and forest- real property rights into the new systems. The project will
finance the data entry, cleaning, conversion, and transfer of about 2.4 million of the 8 million total rura
parcels from the land commission offices to the new cadastre offices and court systems - using contractors.
Under the project, 600,000 urban and settlement properties would aso be converted or re-surveyed and
registered into the cadastre and property registry.

Component D — Project Management and Development of a Policy and Legal Framework. This component
would provide partial support for the Project Implementation Unit (PIU), training activities, and technical
assistance. The project will finance training programs for staff of the Cadastre Agency and the cadastre
regional offices, the staff and judges of the district courts offices, the Ministry of Justice, private survey
and data entry contractors, notaries, real estate agents and bankers. The training would be largely




undertaken by the University of Architecture, Civil Engineering and Geodesy, within the Faculty of
Geodesy. University staff would initially participate in study tours or seminars organized by international
experts, and then carry out the training in house. The project will aso finance technical assistance to (i)
complete the legal framework for the cadastre and property registration systems, e.g., draft the necessary
regulations for the implementation of the Law on Cadastre and Property Register, and propose amendments
to improve the condominium provisionsin the Ownership Law, and the foreclosure provisionsin the
mortgage system; (ii) design and implement an information technology and information management
strategy alowing the linking of datafrom MRDPW, MOJ, MAF, MOF, municipalities and others, that
would be developed in the context of the national IT and communications strategy of the Council of
Ministers; (iii) conduct a public awareness campaign with the double purpose of targeting professionals
and landholders, making them aware of their rights and dutiesin the new systems, and increasing public
knowledge of the cadastre and property registration systems; (iv) provide lega support to the most
disadvantaged citizens (low income citizens, minorities and women) in relationship to their property rights.
Lawyerswill be financed under the project to provide legal extension servicesin the villages and towns;
and (v) undertake monitoring, evauation, and socia assessment studies, that would focus on: (a)
monitoring the efficiency of management of project implementation using indicators related to the
successful delivery of project products and outcomes to users, both the Government and the landhol ders;
and (b) monitoring at regular intervals the social impacts of the project. These activities will aim to
increase the trust of citizensin public institutions dealing with cadastre and property registration.



Indicative Bank- % of
Component Sector Costs % of financing Bank-
(USSM) Total (US$M) | financing

Cadastre System Development Institutional 5.45 14.7 4.26 14.2
Devel opment

Property Registration System Institutional 6.17 16.6 4.94 16.5
Devel opment Development

Cadastre and Property Registration Institutional 23.54 63.5 19.25 64.2
Operations Development

Project Management and Development | Institutional 161 4.3 1.25 4.2
of aPolicy and Legal Framework Development

Total Project Costs 36.77 99.2 29.70 99.0

Front-end fee 0.30 0.8 0.30 1.0

Total Financing Required 37.07 100.0 30.00 100.0

2. Key policy and ingtitutional reforms supported by the project:

The project would support Government's commitment to implement the Law on Cadastre and Property
Register, which is expected to secure property rights and therefore help foster private sector development in
the country. The Government is committed to activating the land market through laws clarifying and
regulating land transactions. During preparation the project supported the drafting of regulationsto
implement the Law. The project will continue this work during implementation by financing a specific
activity under component D to complete the legidative framework in relation to mortgages and
condominiums, satisfactory to the Bank.

During negotiations, the following principles were confirmed: (i) no new (re)-surveying will be undertaken
when converting the restituted farm-land and forest-land parcels, with property rights now registered in the
land commissions, into the new cadastre systems and the new property registration system. Only office
based data checks and verification will be undertaken, and the quality of the surveys will be up-graded over
time by data from the managing bodies of the technical infrastructure, upon parcel division, consolidation,
or by other means; (ii) a cadastre strategy would be formulated and developed jointly with the Ministry of
Agriculture and Forestry, the Ministry of Finance (property tax) and the Cadastre Agency. An important
consideration here would be the development and implementation of information technology and
information management strategies under Component D of the Project; (iii) actions under Chapter 5 and
Chapter 9 of the Law on Cadastre and Property Register will be done in a coordinated and where possible
synchronized manner, using ex-officio actions with minimum or no fees levied on beneficiaries, in the
systematic creation of the cadastre and property registers; and (iv) international and domestic contracted
companies would be provided with the necessary maps, cadastre data, registers, and aeria photography to
undertake the contract in atimely manner at low transaction costs and according to the established
procedures, with the maximum assistance by the Cadastre Agency.

3. Benefitsand target population:

The project is expected to benefit significantly the development of real property markets and, especidly, of
the agricultural land market in Bulgaria. The primary beneficiaries will be farmers, small and medium
enterprises, urban and rura property owners. Ultimately the project will benefit the expansion of private
business and contribute to increased business activity and economic growth.

-10 -



EU accession. Inthe light of EU accession planned for 2006, the development of the real property markets
isseen asapriority and is strongly supported by the Government of Bulgaria. One of the requirements of
EU accession is efficient and developed factor markets. The project will contribute to improving one of the
most important factor-markets, land, by introducing a parcel-based registration system and a unified
cadastre, thus helping to make property rights more secure.

Creation of Real Property markets. The proposed project is expected to contribute significantly to more
active real property markets. Work on reforms in the sector of land registration and cadastre started in
1991, when the process of land restitution was just beginning. Restitution of urban property to former
owners was completed relatively quickly, while farm land restitution proved to be a more complex and
slower process, continuing throughout the last decade. The result was that most of the property rights
documents issued for the restituted or privatized properties were not registered in systems that gave
publicity and rapid information access to those rights. Most of them are till in government agencies or
commissions with difficult information access. Also they are not in common cadastre systems as they are
recorded in either municipalities, commissions or central government agencies. By the start of 2001, land
restitution to former land owners was amost completed (99%), re-establishing in amodel of farming
characteristic of the pre-Second World War period with considerable fragmentation of land. From the
legidative point of view the prerequisites for an active land market are now in place and the market is
slowly picking up, especially in the North-East grain-growing region. The project will contribute to this
process by securing property rights, introducing common systems, therefore making land transactions more
secure. In the long-run, this should create incentives for farmers to sell and buy land and would also help
create conditions for the consolidation of plots.

Access to credit. In the last few years, al research and surveys carried out in the sector indicate that the
major problem for those employed in agriculture is denied access to credit. In general commercia banks do
not accept agricultural land and farm property as collateral. At the same time thisisthe only collatera
farmers can offer. Asaresult of the project, farmers will have secure property rights over their land. This
will facilitate their access to credit, as lenders will be assured that the borrower isindeed the owner. Access
to credit should lead to higher productivity and higher land prices, since farmers are expected to start
investing in their land.

Reduction in the cases of fraud. The positive impact of the project on the real estate market will be first felt
in larger towns, where property values are higher. At present, cases of fraud related to urban real estate
transactions are common and a serious impediment to purchases, sales and investments. The old
owner-based system of property registration makes checks difficult and slow. The linkages between the two
parts of the registration system (entry courts and cadastre) are poor. The project will support the gradual
introduction of the parcel-based registration system, and the creation of an effective data link and exchange
between al the agenciesinvolved. Thiswill contribute to make transactions more secure, thereby reducing
the number of court cases.

Improvement of the registration service. The project will help build the newly established Cadastre Agency
and a unified national cadastre and property registration system. Thus, in the course of the project, the
government agencies involved will provide improved standards of service, which ultimately will benefit all
citizens.

-11 -



4. Ingtitutional and implementation arrangements:

Steering Committee. The Interdepartmental Working Group for Coordination and Control of the Activities
for Establishing the Cadastre and Property Register (Steering Committee), consisting of Deputy Ministers
from MOJ, MRDPW, MOF and MAF, the Director of the Cadastre Agency, and senior officials from the
Supreme Judicial Council, the Council of Ministers, the National Association of Municipdities, the Union
of Notaries, the Union of Surveyors and Land Managers, and the Ministry of Defense (Military
Topographic Service of the Army), has been officialy established by a decision of the Council of Ministers
to coordinate and control project implementation, and as agreed during negotiations, review and approve
the annual work plans and budgets of the project. The Steering Committee will be co-chaired by a
representative of the Ministry of Justice and a representative of the Ministry of Regional Development and
Public Works to ensure balance in the split of functions between MOJ and MRDPW, and continuity in the
works of the Steering Committee. Between Steering Committee meetings, the two chairmen will act on
behalf of the Steering Committee.

Project Implementation Unit. A Project Implementation Unit (PIU) has been established in the Cadastre
Agency to implement all components of the project, with four key professiona staff already working. At
negotiations the Government gave its assurance that the PIU would be officialy established by a COM
decree within 90 days from April 11, 2001. The PIU will be fully in charge of al payments, procurement,
contracting, disbursement, reporting, accounting, consolidation, planning, budgeting and auditing relating
to the project. In particular, the PIU will:

® serve asthe secretariat to the Steering Committee. The Project Director will take part in al meetings of
the Steering Committee,

e work asaliaison with al Ministriesinvolved in supporting the implementation of the project aswell as
the Bank;

e beresponsble for the preparation of the annual work plan and the related budget proposal for the
approval of the Steering Committee, and guide the budget approval process with the Government;

e beresponsiblefor al activities related to procurement on the basis of TOR and technical specifications
prepared with the assistance of the Cadastre Agency and the Ministry of Justice;

® supervise and pay contractors,

e create asystem of accounting and auditing of the project acceptable to the Government and the Bank;

e coordinate the financial management of the project, including preparing requests for replenishment of
the Special Account; and

e establish amonitoring and evaluation function including annual and sub-annual reporting processes on
all project performance indicators.

The PIU will consist of a Project Director, a Technical Coordinator, a Property Registration Specidist, a
Procurement Specialist, an Accountant/Disbursement Specialist, a Financial Manager, a Monitoring and
Evaluation Specidist, and an Assistant. The Project Director, the Procurement Specialist, Financial
Management Specialist, and the Accountant were appointed as a condition of negotiations. The Project
Director will report to the responsible Deputy Ministers of Justice and Regional Devel opment and Public
Works on aregular basis on progress in project implementation. It is envisaged that, after the project is
completed, the activities related to public awareness and legal advice to the most disadvantaged will be
carried out by the Cadastre Agency and the property registration unit to be created within MOJ.
Considering the multi-agency nature of the project, it was agreed that to facilitate decision making, the
Project Director would be able to form limited life "task teams" across ministries focused on solving
specific issues or addressing components or sub-components, with the formation of the teams subject to
review by the Steering Committee.
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Project Teamsin the Line Ministries. Staff of the Cadastre Agency and the Ministry of Justice will be
appointed to work on afull-time basis to undertake technical tasks, and monitor and supervise the work of
the PIU in the execution of the project. To fulfill these functions the Minister of Justice will designate staff
of the Inspectorate, which is currently responsible for overseeing the work of the district courts. As of
January 1, 2002, these functions will be taken over by a Property Registration Control and Management
Unit to be established within MOJfor the technical direction, ingpection, monitoring and evaluation of the
real property registration activities of the district courts. Organizational structure and qualification
requirements of employees will be established by the Minister. Each Project Team will have the necessary
office facilities, and the operational costs of the Project Teams will be borne by the respective Ministry.
Each project team will:

® cooperate at the central level with the PIU, supplying information on project implementation;

e cooperate with the PIU in preparing annual work and budget plans for the project;

e program, coordinate and monitor the activities it is responsible for, and prepare proposals for updating
the project implementation plan. These proposals will be submitted to the Steering Committee for
approval;

e check whether components are carried out in accordance with the project implementation plan and the
policy of its ministry;

e prepare technical specifications and terms of reference, sit in the evaluation committee to select
contractors.

While the PIU will have responsibility for all implementation, the Project Team within the Cadastre Agency
will be responsible for preparing technical specifications, terms of reference, and monitoring the quality of
work for the activities financed under component A - cadastre system development, whereas the Project
Team within the Ministry of Justice will be responsible for preparing technical specifications, terms of
reference, and monitoring the quality of work for the activities financed under component B - property
registration system development. For the joint activities relating to components C and D, TOR and
technical specifications will have to be prepared in coordination by the two Project Teams, managed by the
PIU.

Related Functions in Various Ministries. The 2000 Law on Cadastre and Property Register focuses on two
related functions in two organizations. the cadastre to be established in the MRDPW within the new
Cadastre Agency, and the related property register to be set-up in the district courts. Regulations and other
actions are to be taken by the Ministry of Justice. The Law also mentions that other related functions, e.g.
creation of speciaized maps and registers, must be linked to the cadastral information system. This
includes specialized data on land use in the Ministry of Agriculture and Forestry, the property tax datain
the Ministry of Finance, and the building and real property data held in the municipalities. The Law
contains provisions that regulate the initial transfer of data stored by the specialized agencies to the
Cadastre Agency, and the use of basic cadastre data by specialized agencies.

There are complexities in the above situation that arise from the holding of data by the Ministry of Finance
(MOF) for property tax purposes. These data were collected as aresult of declarative submissions from
landholders and field surveys undertaken during the last three years in the absence of an active cadastre
agency. The property tax agency has now a mandate to set-up a "regional information system™ in support to
municipalities which would collect the data of the municipalities related to buildings, cadastre, planning,
and property tax for multiple uses as determined by the municipalities.

The cadastre agency is new, and it has a clear mandate to collect all basic cadastre data from
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municipalities, state government departments, including the Ministry of Finance, Agriculture and Forests
(land commissions), and others. While the Law states that the cadastre agency should use those data, it
does not state that the Cadastre Agency should undertake the property tax function, nor the building
approval function of the municipality. The final control of the data for those functions will still remain with
those agencies responsible for managing them.

The implementation of the project will be clarified by putting in place an "implementation agreement”
between the main ministries and agencies (see section G).

Financial management. During negotiations, it was agreed that the Government will establish and maintain
aproject financial management system (FMS) in aformat acceptable to the Bank, and in accordance with
OP/BP 10.02 and LACI requirements. A financial management consultant was appointed to develop the
financial management system for the project, in accordance with the Bank's OP/BP 10.02 and LACI
requirements, based on terms of reference agreed by the Government and the Bank. The consultant,
together with the PIU's key staff and the Bank's financial management specialist, has devel oped,
customized and installed the draft version of the system which features a customized accounting software
fully developed to respond to the project specifics. The appropriate initia training was provided to the PIU
staff. The format of the Project Management Reports was agreed with the PIU and the consultant.

A Special Account will be opened at the Bulgarian National Bank (BNB). The Government's contribution
will be received in a separate sub-account of the main budgetary account of the MRDPW, opened also at
BNB, and it will be used specifically for the Bulgarian Government contribution to the project.

The PIU, will maintain the project accounts in accordance with International Accounting Standards (IAS)
and Bulgarian Statutory Accounting Standards and will report to the World Bank and the Bulgarian
Government.

The project annua financial statements will be audited each fiscal year in accordance with Bank guidelines,
by independent auditors acceptable to the Bank. The selection of auditors, satisfactory to the Bank, isa
condition of effectiveness. Copies of the audit reports will be submitted to the Bank within six months of
the close of Bulgariasfiscal year (calendar year). The audit report will cover the project financia
statements, Specia and Project Accounts Statements, as well as all the Statement of Expenses (SOEs) and
PMRs used for withdrawals from the SA.

A World Bank Financial Management Specialist has performed a detailed assessment of the FMSin
accordance with the Bank's OP/BP 10.02 and LACI requirements. It was determined that the Project FMS
meets the minimum Bank financial management requirements and a FMS Annex 4-B (LACI certification)
was issued on May 21, 2001. Additional actions and steps agreed with the borrower to strengthen the
system are included in the Action Plan, presented in the Annex 6.

Monitoring, evaluation, and social monitoring studies. Monitoring and evaluation under the project would
focus on the efficient management of project implementation by looking at: (i) indicators related to the
successful delivery of project products and outcomes to its users, both the Government and the landhol ders;
and (ii) the social impacts of the project to be monitored at regular intervals. Monitoring of project
management would be done by the PIU and would include the establishment of a project information
system with regular data entry and a range of reports. The socia monitoring would include: ‘ user
satisfaction’ surveys of the services being provided under this project and the progress being made in
fulfilling targets. They will take into account the impact of the project and land market changes on the
various sectors of society, including the poor, ethnic minorities, women, the elderly and the disadvantaged.
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In areas where new cadastre surveys and registration are undertaken, sample surveys will be run of the
desired socia development outcomes and effectiveness of different components. These surveys will be done
every second year during the project, so that project activities can be adjusted accordingly. This could
include monitoring the extent of property disputes and dispute resolution (parcel boundaries, tenure rights)
or the identification of factors that prevent or discourage people from registering property (transaction
costs, backlogs, high informal costs). The PIU will be supported by international and local consultantsin
undertaking these tasks. During negotiations the Government agreed to the indicators as shown in Annex 1,
column 2.

Project M anagement
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