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Republic of Latvia

Cabinet

Regulation No. 1

Adopted 2 January 2001
Procedures by which Projects Financed from Resources of the Financial Instrument for European Union Structural Policies for Pre-accession are Prepared, Approved, Implemented and Supervised

Issued pursuant to Section 14, Paragraph 3 of

the Law on the Structure of the Cabinet

I. General Provisions

1. These Regulations prescribe the procedures by which projects financed from resources of the European Union financial Instrument for Structural Policies for Pre-accession (hereinafter – ISPA) and intended for the support of projects in the fields of environmental protection, transport infrastructure and related technical assistance (hereinafter – ISPA project) are prepared, approved, implemented and supervised.

2. The criteria for the selection of ISPA projects and for allocation of resources shall be determined by:

2.1. an agreement entered into by the European Commission and the Government of Latvia on the financial management and utilisation of ISPA resources (hereinafter – memorandum of understanding regarding the utilisation of the national fund for the needs of ISPA); and

2.2. an investment planning document developed by the ministry of the relevant sector and approved by the Cabinet (for each sector separately) which includes priorities of the relevant sector and the ways of achieving them, as well as the criteria for the selection and evaluation of ISPA projects (hereinafter – national strategy for an ISPA sector).

3. The utilisation of ISPA resources shall be determined by an agreement entered into by the European Commission and the Government of Latvia on the allocation of European Commission financing for the implementation of specific ISPA projects (hereinafter – financing memorandum).

4. The national ISPA co-ordinator shall be the Minister for Special Assignments – Co-operation with International Financial Agencies. The national ISPA co-ordinator shall be responsible for the national strategy for the ISPA sectors, the planning and submission of ISPA project applications to the European Commission, as well as supervision of the implementation of such projects in accordance with the relevant financing memorandum, and shall ensure a link with the general process of accession to the European Union and the co-ordination of ISPA with other European Union financial instruments.

5. The national responsible official shall be the Deputy State Secretary of the Ministry of Finance. The national responsible official shall be responsible for the financial management of ISPA resources allocated by the European Union in accordance with the relevant memorandum of understanding regarding the utilisation of the national fund for the needs of ISPA. The national responsible official may authorise other officials (not more than two) to perform duties entrusted to him or her, but shall be responsible for all the duties entrusted to him or her in accordance with the memorandum of understanding regarding the utilisation of the national fund for the needs of ISPA, the financing memorandum and these Regulations.

6. The responsible official of a sector shall be an official of the sectoral ministry (State Secretary or his or her deputy) who, upon co-ordination with the national ISPA co-ordinator and the national responsible official, shall be appointed by the minister for the sector. The responsible official of the sector shall be responsible for the development of the national strategy for ISPA sectors and the preparation and implementation of projects relevant thereto. The responsible official of a sector may delegate his or her functions to other institutions involved in the implementation of project but shall be responsible for all the duties entrusted to him or her in accordance with the memorandum of understanding regarding the utilisation of the national fund for the needs of ISPA, the financing memorandum and these Regulations.

II. Development, Submission and Approval of Project Applications

7. A project applicant may be a State or local government institution, as well as a public or religious organisation, an undertaking or a company registered in the Republic of Latvia, which in accordance with Paragraph 2 of these Regulations has the right to receive assistance for the implementation of a specific ISPA project.

8. The project applicant shall request and the responsible official of the sector shall, not later than within a period of five working days, issue an application form for a project concept of the relevant sector, as well as written instructions regarding criteria for the allocation of ISPA resources. The application form for the project concept shall, within a period of ten working days pursuant entering into force of these Regulations, be formulated and approved by the responsible official of the sector.

9. The project applicant shall complete the concept application form for the project and submit it to the responsible official of the sector.

10. The responsible official of the sector shall, within a period of ten working days, assess the conformity of the information included in the concept application form of the project with Paragraph 2 of these Regulations and approve, reject or request reformulation of the concept of the project application, notifying the project applicant thereof in writing.

11. Within a one-month period pursuant the approval of the concept of the project application, the responsible official of the sector shall ensure the preparation of work assignments for the formulation of economic and technical substantiation in conformity with the conditions of the prospective financers of the project.

12.  In the formulation of the technical and economic substantiation and the application for ISPA resources (hereinafter – project application), mutually co-ordinated macro-economic assumptions of the Ministry of Finance and the Ministry of Economics shall be utilised.

13. The responsible official of the sector shall be responsible for the formulation and preparation of the project application in conformity with the national strategy for the ISPA sector and the European Commission requirements regarding ISPA project applications, as well as for implementation of the project.

14. The project applicant shall formulate the project application and submit it to the responsible official of the sector who, not later than within a period of ten working days from the day of receipt of the project application, shall prepare an opinion on content and quality thereof.

15. The responsible official of the sector shall approve the project application and, not later than six weeks before submission of the project application to the European Commission, shall submit it to the national ISPA co-ordinator and the national responsible official to provide an opinion.

16. The national ISPA co-ordinator and the national responsible official shall prepare an opinion on the content and quality of the project application and, not later than within a three-week period from the moment of receipt of the project application, and forward it to the responsible official of the sector.

17. If the national ISPA co-ordinator or the national responsible official does not support the project application substantially, the application may be reformulated and resubmitted to the national ISPA co-ordinator and the national responsible official for to provide an opinion.

18. The project application, approved by the national ISPA co-ordinator and the national responsible official, shall be submitted by the responsible official of the sector to the national ISPA co-ordinator for further submission of the project applications to the European Commission in conformity with the requirements for submission of project applications.

19. If the European Commission rejects the application, it may be reformulated and resubmitted to the European Commission in accordance with Paragraphs 15, 16, 17 and 18 of these Regulations. The national ISPA co-ordinator shall notify the national responsible official and the responsible official of the sector regarding the objections raised by the European Commission against the project application.

20. Any modifications made to the project application after submission of the project application to the European Commission and while the financing memorandum is being prepared shall be co-ordinated by the responsible official of the sector with the national ISPA co-ordinator and the national responsible official.

21.  On the basis of the approval of the project application, the European Commission shall prepare and conclude a financing memorandum, which shall be signed by the representative of the European Commission and, on behalf of the Government of Latvia, by the national responsible official. The national responsible official shall ensure the preparation of the financing memorandum for signing, co-ordinating the content of the financing memorandum with the national ISPA co-ordinator and the responsible official of the sector.

22. The national ISPA co-ordinator, the national responsible official and the responsible official of the sector shall, within the limits of their functions, be responsible for the implementation of the ISPA project in conformity with the conditions of the financing memorandum.

III. Implementation of Projects

23. Having signed the financing memorandum, the national responsible official shall, in accordance with the procedures prescribed by the financing memorandum in accordance with which the relevant ISPA project is implemented, prepare an agreement between the national responsible official and the responsible official of the sector regarding the procedures for implementing the relevant ISPA project (hereinafter – financial agreement). In response to a proposal from the national responsible official or the responsible official of the sector, a financial agreement may be entered into between the national responsible official and the responsible official of the sector and the project applicant.

24. The responsible official of the sector shall submit a description of the internal control system to the national responsible official. The national responsible official shall submit a written appraisal of the internal control system developed by him or her to the responsible official of the sector  and, if necessary, make recommendations regarding improvements to the system, determining the time period for implementation of the recommendations.

25. The responsible official of the sector shall, after entering into the financial agreement but not later than within a one-month period after signing the financing memorandum, submit to the national responsible official a compilation of descriptions of the provisions, directions, authorisations, instructions and procedures relating to the operation of the institutions involved in implementation of the relevant ISPA project, as well as a list of the persons in the institutions involved in implementing the project who are responsible for the execution of the documents referred to in this Paragraph and for the performance of duties entrusted to them in accordance with the documents referred to in this Paragraph. The responsible official of the sector shall without delay notify the national responsible official of any modification made to the documents referred to in this Paragraph.

26. The national responsible official shall be responsible for submission, of the information compiled to the European Commission regarding operation of the institutions involved in the implementation of the relevant ISPA project and of the lists of the responsible persons of such institutions not later than within a three-month period after signing the financial memorandum.

27. The responsible official of the sector shall, in accordance with the relevant financing memorandum, select a natural or a legal person who in accordance with the financing memorandum has acquired the right to provide services, provide supplies or perform work within the limits of the ISPA project (hereinafter – project executor) and enter into a contract between the responsible official of the sector and the selected project executor (hereinafter – purchase contract for the provision of services, provision of supplies or performance of construction work within the limits of the ISPA project.).

28. The responsible official of the sector shall ensure the preparation of regulations and other documents required to ensure the purchase process (hereinafter – purchase documentation) in accordance with the financing memorandum, but the responsible official for the sector may delegate this function to another official while retaining full responsibility for the quality of the documentation referred to and conformity thereof with the financing memorandum.
29. The responsible official of a sector shall:

29.1. submit the purchase documentation to the national responsible official for co-ordination;

29.2. after completion of co-ordination by the national responsible official, submit the purchase documentation to the European Commission for approval;

29.3. after receiving approval of the European Commission, within a two-week period notify the national responsible official of the time limits for the purchase processes;

29.4. submit for co-ordination to the national responsible official a draft purchase agreement and documents justifying the selection of the project executor (hereinafter – purchase agreement documentation);

29.5. after co-ordination with the national responsible official is completed, submit the purchase contract documentation to the European Commission for approval; and

29.6. ensure compliance with the financing memorandum in the course of organising the purchase process.

30. The national responsible official shall:

30.1. within a three-week period on the basis of the relevant financing memorandum, ensure the assessment of conformity of the purchase documentation submitted by the responsible official of the sector and co-ordinate it, or request the responsible official of the sector to reformulate the referred to documentation;

30.2. within a three-week period on the basis of the relevant financing memorandum, ensure the assessment of conformity of the purchase agreement documentation submitted by the responsible official of the sector and co-ordinate it, or request the responsible official of the sector to reformulate the referred to documentation; and

30.3. may designate his or her representative for participation in meetings organised within the framework of the purchase process.

31. The responsible official of the sector shall:

31.1. after receiving confirmation of conformity of the purchase agreement documentation from the European Commission and the national responsible official, enter into a purchase agreement with the project executor;

31.2.  if construction work is to be done, ensure that the supervision of the construction is carried out in accordance with regulatory enactments regulating construction in the Republic of Latvia, and ensure that the activities of the qualified representative of the commissioning party or of engineers comply with the conditions of the purchase agreement entered into;

31.3. within a one-week period pursuant to the entering into the purchase agreement, submit a copy of the purchase agreement to the national responsible official;

31.4. ensure the conformity of the payment requested by the project executor to the amount and quality of goods supplied and construction work performed;

31.5. submit to the national responsible official a document signed by the project executor requesting payment of the relevant ISPA project costs from the relevant current account and which document conforms with the conditions referred to in the purchase agreement entered into by the responsible official of the sector and the project executor and with the payment schedule (hereinafter – request for payment), and documents submitted by the project executor (hereinafter – supporting documents) which support the relevant request for payment (for example, reports of the project, approval certificates and other documents confirming the receipt of services, delivery of supplies and completion of work);

31.6. ensure that the co-financing provided for the project by the financing memorandum, which co-financing is necessary for making the payment requested by the project executor until receipt of the ISPA resources at the State Treasury, is deposited into the State Treasury account specified by the national responsible official within the time limit specified by the national responsible official in accordance with the financial agreement (except in cases where the base budget of the annual budget law provides for subsidies from general revenue);

31.7. ensure that all reports on the implementation of the relevant ISPA project, which reports constitute the grounds for requesting ISPA resources from the European Commission, are prepared and submitted to the national responsible official within the time limit specified by the national responsible official in conformity with the relevant financing memorandum;

31.8. ensure the preparation and submission of a report on the utilisation of the total financial resources to the national responsible official not later than one month after the end of the payment period of the relevant financing memorandum; and

31.9. prepare and adjust the cash flow statements and forecasts in conformity with the system determined by the national responsible official and submit such statements to the national responsible official within the time limit specified by such official.

32. The national responsible official shall:

32.1. be responsible for checking of requests for payment submitted by responsible officials of sectors within the framework of relevant ISPA projects;

32.2. ensure and approve requests for ISPA resources from the European Commission intended for covering the costs of implementing the relevant ISPA projects;

32.3. ensure the flow of ISPA resources and co-financing resources within the framework of the State budget law and in accordance with the memorandum of understanding regarding the utilisation of national funds for the needs of ISPA, relevant financing memoranda and financial agreements;

32.4. be responsible for making payments and accounting for such in accordance with the financing memoranda, financial agreements and purchase agreements entered into;

32.5. inform the responsible official of the sector of the payments made within the framework of the relevant ISPA project;

32.6. ensure checking of reports prepared by the responsible official of the sector regarding the utilisation of the total financial resources after the end of the payment period of each financing memorandum;

32.7. ensure that the European Commission unutilised ISPA resources are recovered and transferred, as well as those ISPA resources that have been disbursed in contravention to financing memoranda and purchase agreements entered into; and

32.8. any additional information, which the national responsible official deems to be necessary, may be requested regarding the submitted requests for payment.

IV. Supervision of Project Implementation and Assessment of Results

33. The implementation of ISPA projects shall be supervised and assessed by the ISPA Supervisory Committee in accordance with the relevant financing memorandum.

34. The ISPA Supervisory Committee shall, on the basis of reports prepared regarding the implementation of ISPA projects, periodically assess the conformity of implementation of ISPA projects with the relevant financing memoranda, prepare proposals for necessary amendments to financing memoranda and, after co-ordination with the European Commission, perform other supervisory functions of ISPA projects.

35. The ISPA Supervisory Committee shall be comprised of the national ISPA co-ordinator, the national responsible official, responsible officials of sectors, project applicants, a representative of the European Commission and representatives of the international financial institution which co-finances the relevant project. If necessary, representatives of other institutions involved in implementation of an ISPA project may be invited to meetings of the ISPA Supervisory Committee.

36. The national ISPA co-ordinator shall:

36.1. organise and manage the work of the ISPA Supervisory Committee;

36.2. notify in writing members of the ISPA Supervisory Committee of regular meetings of the ISPA Supervisory Committee twenty-one day before the meeting (in special cases and in cases co-ordinated with the European Commission – fifteen days before the meeting);

36.3. shall co-ordinate with the European Commission and approve the internal working procedure regulations of the ISPA Supervisory Committee;

36.4. ensure that the necessary reports and other information regarding implementation of ISPA projects be prepared and submitted to members of the ISPA Supervisory Committee not later than fifteen days before a regular meeting of the ISPA Supervisory Committee;

36.5. ensure the preparation and submission to the European Commission of reports specified in relevant financing memoranda on the implementation of projects;

36.6. on the recommendation of the ISPA Supervisory Committee or members thereof, ensure the formulation, co-ordination with all members of the ISPA Supervisory Committee and submission for approval to the European Commission of a proposal to amend a financing memoranda;

36.7. in accordance with the financing memoranda, ensure the publication and accessibility of information regarding each ISPA project and submission of the related necessary information to the European Commission;

36.8. on an ongoing basis control the implementation of ISPA projects and ensure the attaining of objectives of ISPA projects in accordance with relevant financing memoranda; and

36.9. may request additional information from all parties involved regarding the implementation of projects, if the Committee deems it necessary for the performance of its functions.

37. The national responsible official:

37.1. may carry out assessment on the implementation of projects in accordance with the purchase agreements entered into within the framework of the purchase process;

37.2. shall, at the request of the European Commission or the national ISPA co-ordinator, submit financial reports regarding the utilisation of ISPA resources;

37.3. shall, in accordance with relevant financing memoranda, ensure provision of the necessary information to the European Commission regarding the system of financial management and control of ISPA resources, as well as provision of the information referred to in Sub-paragraph 38.7 of these Regulations; and

37.4. may request from all parties involved additional information regarding implementation of projects if the national responsible official deems it necessary for the performance of his or her functions.

38. The responsible officials of a sector shall:

38.1.  in accordance with the conditions of the purchase agreements entered into within the framework of the purchase process, ensure administrative, technical and financial support to project executors in commencing implementation of projects;

38.2. ensure the supervision of activities of project executors, observance of deadlines for implementation of projects and the conformity of costs with the conditions of purchase agreements;

38.3. assess and approve the reports prepared by project executors with respect to the implementation of ISPA projects;

38.4. notify the ISPA Supervisory Committee and, at the request of the National ISPA co-ordinator or the national responsible official, prepare and submit reports on the implementation of each ISPA project in accordance with the relevant financing memorandum , as well as, if necessary, substantiate the need for amendments to financing memoranda;

38.5. at the request of the European Commission, the national ISPA co-ordinator or the national responsible official, present documents related to projects which in accordance with financing memoranda are kept by the responsible officials of sectors, as well as provide additional information requested;

38.6. at the request of the national responsible official, ensure the recovery of unutilised financial resources after implementation of projects and the recovery of those financial resources which have been disbursed in contravention of purchase contracts entered into, as well as the transfer of such resources to the account specified by the national responsible official with the State Treasury within the time limit specified by the national responsible official;

38.7. not later than a month after the end of the current quarter, prepare and submit to the national responsible official and the national ISPA co-ordinator a report of any violations of financing memoranda or regulatory enactments that have arisen due to action or lack of action of the institutions and project executors involved in implementation of projects, and prepare a report on actions taken to prevent such violations; and

38.8. in accordance with the relevant financing memorandum, ensure the publication and accessibility of information.

V. Audit

39. The national internal and external financial control of the formulation and implementation of ISPA projects shall be carried out in accordance with the procedures prescribed by regulatory enactments.

40. The national responsible official shall ensure the submission of audit plans and reports to the European Commission.

41. The responsible official of a sector shall:

41.1. each year within the time limit specified by the financial agreements, submit internal audit reports on the formulation, implementation and supervision of ISPA projects to the national responsible official;

41.2. each year by 30 January, submit to the national responsible official a report on the implementation of audit plans, as well as a summary of the facts determined by the audits carried out; and

41.3. submit to the national responsible official a report of external auditors on the annual audits carried out, as well as a copy of any other report of the external auditor on the audit carried out – within a two-week period after receipt of such documents.

42. Projects financed from ISPA resources shall be subject to various audits proposed by the European Commission or the European Court of Auditors. The national responsible official and the responsible official of a sector:

42.1. produce documents related to projects to auditors that documents, in accordance with the financing memorandum, shall be kept with them;

42.2. ensure the preparation of extracts and copies of documents required;

42.3. provide explanations to auditors regarding the formulation, implementation and supervision of projects financed from ISPA resources.

VI. Closing Provisions

43. Documents related to the implementation of ISPA projects shall be kept by all persons involved in the implementation of projects for five years after the expiry of the term of the relevant financing memorandum in accordance with the conditions of the financing memoranda.

44. The requirements referred to in Section 12 of these Regulations shall not apply to those project applications which were approved by the European Commission prior to the coming into force of these Regulations.
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A. Bērziņš

Minister for Finance 





G. Bērziņš
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