ANNEX A

ESTONIA’S MANAGERIAL SET-UP FOR THE IMPLEMENTATION OF THE NORWEGIAN FINANCIAL MECHANISM

Annex A describes Estonia’s managerial set-up for the implementation of the Norwegian Financial Mechanism. The overview consists of a description of the National Focal Point (NFP) and Intermediate Bodies and of the project selection and payment process.

I.  BODIES IMPLEMENTING THE MECHANISM

A. NATIONAL FOCAL POINT

The National Focal Point (NFP) of the Norwegian Financial Mechanism is the Ministry of Finance. The National Focal Point has the overall responsibility for the management of the Norwegian Financial Mechanism’s activities in the Republic of Estonia in accordance with the Rules and Procedures, including overall responsibility for the use of funds, financial control and auditing. 

The functions of the NFP are divided between different departments of the Ministry:

· the State Budget Department is responsible for programming;

· the Foreign Financing Department is the co-ordinating, implementing and monitoring unit and contact partner of the Financial Mechanism Office (FMO);

· the European Union Payments Department and State Treasury Department are  responsible for payments;

· the Financial Control Department is responsible for financial control and auditing.

The State Budget Department’s programming responsibilities are, among others,  to:

· call for, collect, identify and select proposals to be forwarded to the Norwegian Financial Mechanism;

· set up and negotiate priorities in Estonia;

· prepare the programming framework;

· review and adjust the programming framework, where necessary. 

The Foreign Financing Department’s co-ordination and implementation responsibilities are, among others, to:

· enter into Grant Agreements with the Norwegian Ministry of Foreign Affairs for approved proposals, and conclude an agreement with the Project Promoter;

· ensure implementation and monitoring of projects, programmes and other specific forms of grant assistance;

· ensure regular reporting to the Financial Mechanism Office (FMO) on the implementation of projects financed by the Norwegian Financial Mechanism;

· ensure a complete and sufficient audit path in all engaged institutions;

· ensure information and publicity about available funds;

· ensure that Project Promoters are fully committed and equipped to successfully implement projects, programmes and other specific forms of grant assistance;

· store all documents relating to projects realised within the Norwegian Financial Mechanism.

The Financial Control Department’s financial control and auditing responsibilities are, among others, to:

· organise the auditing of the management and control systems of the administration and execute project audits on a sample basis, independently from the State Audit Office;

· present to the FMO the annual audit plan once a year. The annual audit plan is based on the Strategic Audit Plan and the results of risk assessment. The annual audit plan indicates the areas or objects subject to auditing;

· compile and submit to the FMO a report summarising the outcome of audits conducted over the reporting period, in particular any irregularities detected;

· report found and suspected cases of fraud and irregularity as well as all measures related thereto, taken by competent authorities, to the FMO without delay.

The European Union Payments Department and State Treasury Department jointly function as the Paying Authority. Their payment responsibilities are, among others, to:

· receive requests for disbursements from Programme, Block Grant and Seed Money Intermediaries, or final beneficiaries, where appropriate;

· check requests and verify the authenticity and correctness of submitted documents;

· verify the co-financing amounts allocated to projects;

· submit requests for disbursements to the FMO. Accompany requests with all the necessary documentary evidence demonstrating fulfilment of the conditions for each disbursement;  

· receive funds from the FMO (from its designated Disbursement Agent);

· ensure pre-financing of projects from the state budget in case of need;

· maintain necessary documentation and audit trail of payments;

· hold a register of irregularities related to the Norwegian Financial Mechanism;

· reimburse unduly paid amounts to the FMO;

· hold a bank account to which the funds will be allocated by the Disbursement Agent;

· manage the bank account and make the necessary transactions via an electronic payment system;

· conduct accounting on all financial transactions realised. 

B. Monitoring Committee

The Monitoring Committee is an advisory body to the NFP regarding the identification, development, selection and management of proposals. 

The Ministry of Finance will appoint the members of the Monitoring Committee. The appointment of representatives of line ministries and governmental bodies will be made on the basis of proposals from the relevant ministries.  

The Monitoring Committee shall include representatives of

· the National Focal Point;

· relevant line ministries or governmental bodies;

· social and economic partners;

· regional and local level government;

· NGOs.

The Monitoring Committee is to, among other tasks:

· give an opinion and make recommendations to the Focal Point on the selection of projects;  

· monitor compliance with the Rules and Procedures;

· review overall progress and financial reports;

· approve the Annual Monitoring Report prepared by the National Focal Point.

In order to properly evaluate project applications, the NFP may create steering committees and working groups and make use of the services of individual experts or other institutions. 

The FMO and, where appropriate, representatives of other institutions and organisations will be invited to observe the meetings of the Monitoring Committee.

C. INTERMEDIATE BODIES

On the basis of an agreement with the FMO, the NFP may delegate some tasks of project preparation and implementation to Intermediate Bodies (relevant ministries, regional governments, relevant organisations of public administration and other agreed bodies). Their tasks and responsibilities will be defined in detail in the legal act, agreement or memorandum of understanding between the Intermediate Body and the Ministry of Finance.

II. IMPLEMENTATION OF PROJECTS

A. Individual Projects

Individual projects shall be implemented by a Promoter, which shall be a ministry or other legal entity with strong ties either with the sector concerned or the geographical area in which the project is to be implemented. 

In the case where a ministry submits an individual project, the ministry will be considered as the Promoter. 

Selection process

The Promoter of individual projects submits its complete application to the NFP (prior to which the Promoter may submit a project outline to the FMO via the NFP. In such a case, the FMO conducts preliminary assessment and may provide guidance to the Beneficiary State.). The NFP submits approved projects to the FMO with its reasoned opinion. The FMO organises the appraisal of projects and consults the European Commission. The FMO submits its reasoned recommendation for decision to the Norwegian Ministry of Foreign Affairs, which decides on whether the grant application is to be approved or not. If the application is approved, the Norwegian Ministry of Foreign Affairs sends a grant offer letter to the NFP. A Grant Agreement is then signed between the Norwegian Ministry of Foreign Affairs and the NFP on behalf of the Beneficiary State. The NFP organises the signing of an agreement with the Project Promoter.

Payment process within the Beneficiary State
Payments will be effected electronically from an account in the National Focal Point (under the supervision of the EU Payments Department). Payments will be conducted according to requests and invoices received from the Intermediate Bodies or Project Promoters, where appropriate. The state reserve will be used to pre-finance projects. After the allocation of funds from the Norwegian Financial Mechanism, the funds borrowed from the state budget will be returned.

B. Programmes (groups of projects)

Programmes shall be implemented by a Programme Intermediary, which shall be a ministry or other legal entity with strong ties either with the sector concerned or the geographical area in which the programme is to be implemented

Selection process

The Programme Intermediary, together with partners, produces an application with information on the administrative set-up of the programme, including the selection criteria and procedures, and submits it to the NFP (As with Individual Projects, the Programme Intermediary can submit a programme outline to the FMO via the NFP for consultation and guidance.). The NFP drafts its opinion on the programme and submits it to the FMO. The FMO organises an appraisal of the programme and implementation arrangements and submits its reasoned recommendation for decision to the Norwegian Ministry of Foreign Affairs, which decides on whether or not the programme application is to be approved. If the application is approved, the Norwegian Ministry of Foreign Affairs sends a grant offer letter to the NFP. A Grant Agreement is then signed between the Norwegian Ministry of Foreign Affairs and the NFP on behalf of the Beneficiary State. The NFP organises the signing of an agreement with the Programme Intermediary. The Programme Intermediary appraises the component projects and makes recommendations to the programme partnership. The Programme Intermediary and the partnership approve the component projects.

Payment process within the Beneficiary State
Payments will be effected electronically from an account in the National Focal Point. As this account will be under the supervision of the EU Payments Department, all payments will have to be electronically accepted by the EU Payments Department and the State Treasury Department. Payments will be conducted according to requests received (accompanied by invoices) from Intermediate Bodies or Programme Intermediaries, where appropriate. The state reserve will be used to pre-finance projects. After the allocation of funds from the Norwegian Financial Mechanism, the funds borrowed from the state budget will be returned.

C. Block Grants

Block grants shall be implemented by a Block Grant Intermediary, which shall be an independent legal entity with strong ties either with the sector concerned or the geographical area in which the block grant is to be implemented. In order to start implementing a block grant, the relevant ministry signs a management agreement with a Block Grant Intermediary delegating its functions to the latter. The management agreement has to be approved by the NFP before it enters into force. 

Selection process

The Block Grant Intermediary submits a block grant application, which includes implementation arrangements and selection criteria to the NFP (As with individual projects, the Block Grant Intermediary can submit a block grant outline to the FMO via the NFP for consultation and guidance). The NFP submits approved applications to the FMO along with its reasoned opinion. The FMO organises the appraisal of the block grant and implementation arrangements and submits its reasoned recommendation for decision to the Norwegian Ministry of Foreign Affairs, which decides on whether the block grant application is to be approved or not. If the application is approved, the Norwegian Ministry of Foreign Affairs sends a grant offer letter to the NFP. A Grant Agreement is then signed between the Norwegian Ministry of Foreign Affairs and the NFP on behalf of the Beneficiary State. The NFP organises the signing of an agreement with the Block Grant Intermediary. The Block Grant Intermediary organises calls for grant applications and conducts assessment. The Block Grant Intermediary approves grant applications.

Payment process within the Beneficiary State
Payments will be effected electronically from an account in the National Focal Point. As this account will be under the supervision of the EU Payments Department, all payments will have to be electronically accepted by the EU Payments Department and the State Treasury Department.  Payments will be made according to requests received (accompanied by invoices) from Intermediate Bodies or Block Grant Intermediaries, where appropriate. The state reserve will be used to pre-finance projects. After the allocation of funds from the Norwegian Financial Mechanism, the funds borrowed from the state budget will be returned.

III. PROGRAMMING FRAMEWORK

According to Article 7 of the MoU, the programming framework that is specified in Annex B outlines the national fields of intervention of the Norwegian Financial Mechanism. The programming framework will be annually reviewed in order to guarantee the most effective use of funds from the Norwegian Financial Mechanism. The annual review process will involve evaluation of the implementation process and if necessary, inter-ministerial consultations for negotiating changes in the programming framework.

During the implementation phase, the Cabinet of Ministers will periodically receive an overview of the state of implementation of the Norwegian Financial Mechanism from the National Focal Point. 

IV. INFORMATION SYSTEM

A Structural Funds Information System shall be developed and specific technical options that will enable it to enter project information into the system will be added.

The main functions of the information system shall be to:

· avoid overlaps between the Norwegian Financial Mechanism and other European Union funded programmes;

· facilitate the aggregation of monitoring reports;

· facilitate the checking of pre-set indicators;

· facilitate the use of different statistical data.



