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ABBREVIATIONS
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AAR Annual Audit Report
Direct public administration authority implementing part of the
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implementation of the EEA/
Norwegian Financial
Mechanisms 2014-2021

Regulation on the implementation of the European Economic
Area (EEA) Financial Mechanism 2014-2021 adopted by the
EEA Financial Mechanism Committee pursuant to Article 10.5
of Protocol 38c to the EEA Agreement on 8 September 2016 and
confirmed by the Standing Committee of the EFTA States on 23
September 2016,

and Regulation on the implementation of the Norwegian
Financial Mechanism 2014-2021 adopted by the Norwegian
Ministry of Foreign Affairs pursuant to Article 10.5 of the
Agreement between the Kingdom of Norway and the European




Union on a Norwegian Financial Mechanism for the period
2014-2021 on 23 September 2016

SEDA State Education Development Agency
SIF Society Integration Foundation
SRDA State Regional Development Agency




Summary

1. AAR is prepared by the Audit Authority according to Paragraph 1.(e)(i) of Article 5.5 of
the Regulations on the implementation of the EEA/Norwegian Financial Mechanisms
2014-2021.

2. The functions of the Audit Authority under the EEA/Norwegian Financial Mechanisms
are fulfilled by the Ministry of Finance European Union Funds Audit Department (Section
LD

3. This AAR covers the period from 15 December 2017 to 30 June 2018 (AAR reference
period) (Section 1.2).

4, This AAR includes the findings of the audits carried out from 15.12.2017" till 31.12.2018
(audit period) and a follow-up audit carried until 12.02.2018.

5. Joint Audit Strategy (covering all the programmes) will be prepared within nine months
of the approval of all programmes (Section 1.3 and Section 3).

6. No programmes were approved during the AAR reference period and no expenditure was
included into the Interim Financial Reports and submitted to the FMO.

7. No system audits were carried out during the AAR audit period because no programmes
were approved. Within the AAR audit period the Audit Authority performed
EEA/Norwegian Financial Mechanisms 2014-202] management and control system
compliance assessment and a Follow-up audit (Section 4).

8. No project audits were performed because no expenditure was included into the Interim
Financial Reports and submitted to the FMO.

9. Regarding AAR reference period AA will present a disclaimer of an opinion because the
AA has not been able to audit the functioning of the management and control system and
perform audits of projects as programmes are not approved yet and expenditure is not
included into IFRs and declared to the FMO. (Section 9)

10. As the result of the follow-up of the implementation of recommendations from the
EEA/Norwegian Financial Mechanisms 2014-202] management and control system
compliance assessment, the Audit Authority found that 8 recommendations out of 19 are
implemented, 5 recommendations are partly implemented and 6 recommendations are not
implemented. The Audit Authority evaluated the impact which not implemented
recommendations had on the proper functioning of the management and control system
during the AAR reference period and concluded that there was no major impact as
programmes are not yet approved and expenditure incurred (except for TA) and
institutions are continuing to implement recommendations (Section 7).

! On 14 December 2017 the Memorandums of understanding on the Implementation of the European Economic Area (EEA)
and Norwegian Financial Mechanism in 2014 — 2021 were signed.
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1. Introduction

L.1. Indication of the Audit Authority responsible for the preparation of AAR

. In accordance with the Law on the Management of the EEA Financial Mechanism and the
Norwegian Financial Mechanism for the Period of 2014-2021 and CoM Regulations No
686 “Procedures for Ensuring the Functions of the Audit Authority in the Management of
the EEA Financial Mechanism and the Norwegian Financial Mechanism for the Period of
2014-2021” the MoF fulfils the functions of the Audit Authority.

. In compliance with the Regulations of the MoF? the European Union Funds Audit
Department performs functions of the Audit Authority for the Financial Mechanisms
2014-2021.

. Functionally and administratively the Head of the Audit Authority is subordinated to the
Minister of Finance and has the power to report directly to the EEA Financial Mechanism
Committee and Norwegian Ministry of Foreign Affairs and the CoM via Minister of
Finance and this power to report directly to the CoM is set by the Law on the Management
of the EEA Financial Mechanism and the Norwegian Financial Mechanism for the Period
0f 2014-2021.

. There is a single Audit Authority in Latvia. No functions of the Audit Authority are
delegated.

1.2. Reference period (i.e. the accounting year);

. In compliance with the CoM Regulations No 686 “Procedures for Ensuring the Functions
of the Audit Authority in the Management of the EEA Financial Mechanism and the
Norwegian Financial Mechanism for the Period 0f 2014-2021”, the accounting year is from
1 July of previous year till the 30 June of current year (during which the audit work is
performed).

. This AAR covers the reference period from 15 December 2017 till 30 June 2018. Period
covered by this AAR starts from 15 December 2017 because the Memorandums of
understanding on the Implementation of the European Economic Area (EEA) and
Norwegian Financial Mechanism in 2014 — 2021 were signed on 14 December 2017.

. No expenditures were submitted to.the FMO during the reference period.

1.3. Reference to the version of the audit strategy applicable;

. In accordance with the Paragraph 1(d) of Article 5.5 of the Regulations on the
implementation of the Financial Mechanisms 2014-2021 the Audit Authority has to
prepare within nine months of the approval of the last programme an audit strategy. The
audit strategy is not prepared yet because programmes are not approved by the FMO.

2 Regulations of the MoF No 12-16/6 dated 18 September 2017 (previously No 12-16/1 dated 13 February 2015, Regulations
of the MoF No 12-16/7 updated on 2 August 2013), Regulations of the MoF No 12-16/5 updated on 22 July 2014, Regulations
of the MoF No 12-16/9 dated 17 November 2015 (previously Regulations of the MoF No 12-16/11 updated on 1 October
2014)
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1.4. Audit period (during which the audit work took place);

In accordance with the Paragraph 1(e)(i) of Article 5.5 of the Regulations on the
implementation of the Financial Mechanisms 2014-2021 the AAR set out the findings of
the audits carried out during the previous 12 month-period ending on 31 December of the
year concerned in accordance with the audit strategy of the programme and reporting any
shortcomings found in the systems for the Regulation on the implementation of the EEA
FM and NFM 2014-2021 management and control. The first report to be submitted by 15
February 2019 covers the period up to 31 December 2018.

10. This AAR includes the findings of the audits carried out from 15.12.20173 till 31.12.2018
and a follow-up audit carried until 12.02.2018.

1.5. Identification of the programme(s) covered by the report and of its/their PO(s);

11. The AAR covers all 6 programmes, Technical assistance to the Beneficiary State and Fund
for Bilateral Relations. Summary of the Financial Mechanisms, their relevant programmes
and national entities designated for the implementation of these Financial Mechanisms is
presented in the Table 1.

Table 1: Financial Mechanisms, programmes and designated national entities’

Total
Total EEA Total . % of
Programme’s EEA NEM . allocation
Progr © operator FM/NMF - NER Natlox}al (EEA + NFM Tota'l
allocation | allocation . allocation
+ National)
() (2) 3) ) ) (6) 7
Ministry of
Education and
Research and Sciencein | FEATM/ |14 500,000 | 2,558,824 | 17,058,824 17%
Education . . NFM
cooperation with
SEDA
Local Mm!stry of the
Environmental
Development, P . d
Poverty rotection an
. Regional EEAFM | 10,000,000 1,764,706 11,764,706 12%
Reduction and .
Development in
Cultural . .
Cooperation cooperation with
MoC
Ministry of the
. Environmental
Climate Change .
Mitigation Protection and
gation, Regional NFM 14,000,000 2,470,588 16,470,588 17%
Adaptation and .
Envi Development in
nvironment . .
cooperation with
SRDA
International
Police ..
Cooperation and M“‘I's“y. ofthe | EEAFM | 15000000 | 2,647,050 | 17,647,059 18%
. nterior
Combating
Crime

3 On 14 December 2017 the the Memorandums of understanding on the Implementation of the European Economic Area
(EEA) and Norwegian Financial Mechanism in 2014 — 2021 were signed.
4 Source of information: https://www.eeagrants.lv/?id=121
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Business Investment and
Development Development
: ’ Agency of Latvia
Innovation and p .
Small and (in cooperation NFM 12,500,000 2,205,882 14,705,882 15%
Medium with the MoE for
Entrepreneurs setting up the
CoM Regulations)
Correctional Ministry of
Services Tustice NFM 13,000,000 2,294,118 15,294,118 15%
Other allocations
Technical
assistance to the Ministry of EEAFM/
Beneficiary Finance NEM 1,531,500 0 1,531,500 2%
State
Reserve Ministry of | EEAEM/ | ) 449 009 0 2,449,000 2%
Finance NFM
Fund for ..
Bilateral Mm:f EEI\";‘F&M "1 2,442,000 0 2,442,000 2%
Relations
Total allocation E,EI:?F:‘M 85,422,500 | 13,941,177 | 99363,677| 100%

1.6. Description of the steps taken to prepare the report and to draw the audit opinion

12. The Audit Authority prepares AAR in accordance with the Paragraph 1(e) of Article 5.5
of the Regulations on the implementation of the Financial Mechanisms 2014-2021 and the
CoM Regulations No 689 “Procedures for Ensuring the Functions of the Audit Authority
in the Management of the EEA Financial Mechanism and the Norwegian Financial
Mechanism for the Period of 2014-2021”. The Head of the Audit Authority approves the
AAR as authorized by the Ministry of Finance Order No 288 “About a circulation of
documentation” dated 1 July 2011°,

13. The following information was used for preparing the AAR:

1) the results of MCS compliance assessment audit;

2) information from the follow-up procedures;
3) analysis of changes in the Management and Control systems within the A4R
reference period.

14. Within the A4AR audit period in accordance with the Paragraph 3 of Article 5.7 of the
Regulations on the implementation of the Financial Mechanisms 2014-2021:

14.1. the Compliance Assessment audit of the management and control system in the
National Focal Point, Irregularities Authority and Certifying Authority has been
performed. The audit has been performed to obtain sufficient confidence that the
MCS complies with the requirements set forth in Article 5.1 and Paragraph 3 of
Article 5.7 of the Regulations on the implementation of the Financial Mechanisms

2014-2021 (see Evaluation criteria in Annex 3).

5 Replaced with the Ministry of Finance Order No 57 (8 February 2013), Order No 413 (2 October 2013), Order No 399 (1
August 2014), Order No 192 (30 April 2015) and Order No 215 (22 May 2015)
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15.

16.

17

18.

14.2. the Compliance assessment of the Audit Authority has been carried out, therefore a
self-assessment report was prepared in accordance with the Quality Control and
Monitoring System introduced in the Audit Authority in compliance with
International Standard on Quality Control 1.

14.3. the follow-up audit has been performed to obtain sufficient confidence that
deficiencies found within the scope of the mentioned above compliance assessment
audit of the management and control system in the National Focal Point, Irregularities
Authority and Certifying Authority are eliminated according to agreed upon Plan for
Elimination of Deficiencies.

2. Significant changes in management and control systems

In accordance with the CoM Regulations No 689 “Procedures for Ensuring the Functions
of the Audit Authority in the Management of the EEA Financial Mechanism and the
Norwegian Financial Mechanism for the Period of 2014-2021” the NFP should update the
description of the national management and control systems and submit to the Audit
Authority until 31 August. As the AA’s findings of performed compliance assessment
audit were based on the financial mechanism MCS description approved on 30 May 2018
by the National Focal Point, and submitted to the FIB for review on 14 June 2018, the
MCS was not updated in August 2018.

However, there were some structural changes made in the NFP, which have no major
impact on the functioning of the MCS. A task of preparation and updating of the MCS
description further on will be performed by the EU Funds Investments Managing
Department (title of department is changed from EU Funds Monitoring Department to EU
Funds Investments Managing Department, new Regulations of EU Funds Investments
Managing Department were approved on 25 June 2018). The function of complaint
handling and decision-making is also delegated to this Department and included into the
Regulations of this Department to eliminate a deficiency, which was stated in Paragraph
6.2.2. of the Compliance Assessment Audit Report.

3. Changes to the audit strategy

. The audit strategy is not prepared yet because no programmes are approved by the FMO

(see also Section 1.3).

4. System audits

No system audits on the functioning of the management and control system were carried
out during the AAR reference period as:

18.1. No programmes were approved during the A4R audit period — no possibility to carry
out audits of programmes to verify the effective functioning of its management and
control system (Paragraph 1(b) of Article 5.5 of the Regulations on the
implementation of the EEA/Norwegian Financial Mechanisms 2014-2021).

18.2. In relation to the level of the Beneficiary State (Paragraph 1(a) of Article 5.5 of the
Regulations on the implementation of the EEA/Norwegian Financial Mechanisms



2014-2021) — management and control system compliance assessment have been
carried out, as well as follow-up of recommendation implementation.

19. As the result of the follow-up of the implementation of recommendations from the
management and control system compliance assessment the Audit Authority found that as
at 18.01.2019:

19.1. 8 recommendations out of 19 are implemented.

19.2. 5 recommendations are partly implemented. Several recommendations are divided
into parts with different responsible authorities. Please, see summary Table 2 below.

19.3. 6 recommendations out of 19 are not implemented. The deadline for implementation
of these recommendations has not come yet.

Table 2 — Summary on implementation of recommendations of AA’s compliance

assessment audit No.SA/NFI-EEZ/2018/14

Reéconinendation l;::gl'g:fl;g Aut.hority respm-lsible for Current stafus of
N implementation of implementation of 1:ecommenda.tmn and
o endation recommendation implementation date
High, Implemented
! 01.06.2018 BEE 18.06.2018.
Medium, Term for implementation of
0 30.03.2019. NFP the recommendation not yet
due.
Medium, Implemented
3 31.12.2018. CA 15.01.2019.
Medium, Term for implementation of
4 30.03.2019. NFEP the recommendation not yet
due.
Medium, Term for implementation of
5 30.03.2019. NFP the recommendation not yet
due.
Medium, Implemented
6 30.03.2019. HEE 18.06.2018.
Medium, Implemented
7 30.03.2019. NEP 05.07.2018.
Medium, Term for implementation of
30.03.2019. the recommendation not yet
NFP due.
Recommendation partially
implemented
Medium, Partly implemented
Within 2 months (implementation is in
] after entry into force NEP (MoF FMD) progress).
of the management
regulations of the
Cabinet
Medium, Implemented
31.12.2018. 14.01.2019.
CA
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Medium, Implemented
4 30.03.2019. o 13.11.2018.
Term for implementation of
Medium, the recommendation not yet
30.03.2019. NEP due.
10 : :
Term for implementation of
Medium, the recommendation not yet
30.03.2019. NFP due.
Medium, Implemented
11 31.12.2018 CA 15.01.2019.
Medium, Partly implemented
Within 2 months (implementation in
after entry into force NEP (MoF FMD) progress).
5 of the management
[ regulations of the
Cabinet
Medium, Implemented
31.12.2018. £ 15.01.2019.
Medium, Partly implemented
Within 2 months (implementation in
after entry into force NFP (MoF FMD) progress).
of the management
13 regulations of the
Cabinet
Medium, Implemented 14.01.2019.
31.12.2018. CA
High, Implemented
14 01.10.2018. NEP 13.11.2018.
Medium, Term for implementation of
15 30.03.2019, NFP the recommendation not yet
due.
Medium, Term for implementation of
30.03.2019. NFP the recommendation not yet
due.
Medium, Term for implementation of
30.03.2019. NFP the recommendation not yet
16 due.
Medium, Implemented
31.12.2018. ol 21.12.2018.
Medium, Implemented
31.12.2018. CA 14.01.2019.
Medium, Term for implementation of
30.03.2019. NEP the recommendation not yet
due.
17 :
Medium, Implemented
31.12.2018. PMB 21.12.2018.
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20

21,

22,

24,

Medium, Implemented
31.12.2018. CA 14.01.2019.
Medium, Term for implementation of
18 30.03.2019. NFP the recommendation not yet
due.
Medium, Implemented
" 31.12.2018. B 21.12.2018.
Medium, A Implemented
31.12.2018. 9 14.01.2019.

The detailed information on the implementation of the before mentioned recommendations
is provided in the Annex I to the AAR.

. The Audit Authority evaluated the impact which not implemented recommendations had

on the proper functioning of the management and control system during the AAR reference
period and concluded that there was no major impact as:

20.1. Implementation of programmes and projects has not been started yet.
20.2. No expenditures have been certified in the AAR reference period.

The detailed information on the implementation of the before mentioned recommendations
is provided in the Annex I to the AAR.

5. Audits of projects

In compliance with Paragraph 1(c) of Article 5.5 of the Regulations on the implementation
of the EEA/Norwegian Financial Mechanisms 2014-2021 the AA ensures that audits are
carried out on projects on the basis of an appropriate sample to verify expenditure declared.
No expenditure was declared during the AAR reference period (accounting year).

6. Coordination between audit bodies and supervisory work of the AA

All audits were performed solely by the AA, no functions of the Audit Authority are
delegated.

7. Other information

7.1. Fraud identification

. No fraud or suspicions of fraud were detected in the context of the audits performed by the

AA within the scope of AAR reference period.

7.2. Self-assessment of the Audit Authority

Taking into account the provisions of Article 5.7 of the Regulations on the implementation
of the EEA/ Norwegian Financial Mechanisms 2014-2021, requiring to submit a detailed
description of the MCS to the FMO, including an outline of the structure and procedures
of the Audit Authority, the AA has performed a self-assessment within the framework of
the management and control system conformity assessment audit of the European
Economic Area Financial Mechanism and the Norwegian Financial Mechanism.

12



Information on the implementation of recommendations included in the Self-assessment
report No. SA/NFI-EEZ/2018/14-RI is summarized below.

25. The Single audit Strategy will be prepared in compliance with article 5.5.1(d) of the
Regulations on the implementation of the EEA/ Norwegian Financial Mechanisms 2014-
2021) within 9 months of approval of the last programme as a design and specific features
of programmes and projects should be taken into account preparing an audit strategy.

26. 2 recommendations are implemented and 2 — partly implemented. The detailed information
on the implementation of the before mentioned recommendations is provided in the Annex
2 to the AAR. The updating of procedure for performance of system audits is in progress,
as a result there the single system audit procedure will be approved for auditing EEA
FI/NFI 2014-2021 and ESI funds 2014-2020.

8. Overall level of assurance

27. The overall conclusion of the Compliance Assessment audit No. SA/NFI-EEZ/2018/14
was that the MCS complies with the requirements set forth in Article 5.1 and Paragraph 3
of Article 5.7 of the Donor States' Regulations. Except that procedures have not been
developed that affected our opinion (other deficiencies have not affected our opinion):

Table 3
Reference to the
Criterion recommendation
No.$ Criterion description Deficiency description in the Deficiency
Elimination Plan
(see Annex 1)
Procedures to ensure - internal procedures have not
1.3. correctnes§ and regularity been developed in the NFP 8
of expenditure have been and the CA
developed

28. As it can be seen in Table 2 and Annex I of this AAR, the Deficiency/Recommendation
No.8 is eliminated partially: On the date of preparation of this AAR, the NFP has
developed:

28.1. The Horizontal Cabinet Regulation (approved on 13.11.2018).

28.2. Procedure for implementation of the European Economic Area Financial Mechanism
and the Norwegian Financial Mechanism 2014-2021 period project "Technical
Assistance Fund 2018-2025".

29. The CA has developed:

29.1. Procedures, by which certification of expenditure within the European Economic
Area Financial Mechanism and the Norwegian Financial Mechanism for the period
from 2014 to 2021 is ensured.

30. The NFP has not developed:

30.1. Procedure for implementation of the European Economic Area Financial Mechanism
and the Norwegian Financial Mechanism 2014-2021 period project "Bilateral

%See Section ASSESSMENT CRITERIA AND METHODOLOGY of the Compliance Assessment
Report No. SA/NFI-EEZ/2018/14
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Cooperation Fund". According to information provided by the responsible entity on
12 February 2019, it is planned to develop and approve the procedure till 1 March
2019.

30.2. The NFP guidelines “Guidelines for conducting verifications at the place of
implementation of the project co-funded from the European Economic Area,
Norwegian Financial Mechanism and for documents supporting eligible costs of the
projects and their inspections during the period from 2014 to 2021” specified in the
MCS description. It is planned, that the guidelines will be developed according to
approved deficiencies implementation plan — till 30 March 2019.

31. In our opinion a development of “Procedure for implementation of the European Economic

32.

33.

Area Financial Mechanism and the Norwegian Financial Mechanism 2014-2021 period
project "Bilateral Cooperation Fund™” is important for implementation of activities within
the scope of Bilateral fund, however lack of this procedure does not have major impact on
the MCS because no bilateral activities have been performed until now, and there is no
impact on the rest of MCS. And as the implementation of programmes has not started yet
and no projects are approved, lack of the NFP guidelines also has no major impact on the
MCS at the moment. However, it is important to develop the NFP guidance note for on-
the-spot checks before the Programme operators have developed MCS of Programmes.
This would guarantee unified terms and approach to the on-the-spot checks within the
scope of the Beneficiary State.

9. The audit opinion

The Audit Opinion of the Audit Authority is prepared in accordance with the Paragraph
1.(e)(ii) of Article 5.5 and Paragraph 3 of Article 5.7 of the Regulations on the
implementation of the EEA/Norwegian Financial Mechanisms 2014-2021, ISA 800
“Special Considerations — Audits of Financial Statements Prepared in Accordance with
Special Purpose Frameworks” and ISAE 3000 “Assurance Engagements Other than Audits
or Reviews of Historical Financial Information”.

The Audit Opinion on effective functioning of MCS and legality and regularity of
transactions is not provided because:

33.1. only the MCS Compliance assessment and a follow-up audits were performed. It was
not possible to perform an audit on the effective functioning of the MCS because it is
not fully functioning yet and Beneficiary state level MCS and MCSs of programmes
are not approved yet (Section 4),

33.2. it was not possible to perform audits on projects on the basis of an appropriate sample
so as to provide a reasonable assurance that statements of actual expenditure incurred
presented to the Donor states are correct and as a consequence reasonable assurance
that the underlying transactions are legal and regular, because expenditure was not
declared in the AAR reference period (Section 5).

34. In terms of compliance assessment, our opinion changes from qualified to unmodified

because, by the follow-up audit date, the national regulation and internal procedures listed
in article 11 of our Compliance Assessment report No.SA/NFI-EEZ/2018/14 are mostly
developed and approved. Two internal procedures which do not have major impact on the
functioning of the MCS are in the process of development and coordination with other
entities involved in the management of EEA FI/NFI.

14



Thus regarding the AAR reference period the Audit Authority concludes to have a
Disclaimer of Opinion as it is set out in 7able 4.

Table 4

Systemic error where financial
correction cannot be prevented

Materiality level

MCS audit
results

Unqualified opinion el = -

opinion
ifi
Unqualified opinion %L;]l;iéid Qualified opinion -
Qualified . 5 s
Qualified opinion opinion / Shoplatied. Dpinio Adverse opinion

i / Adverse opinion
Adverse opinion P

Adverse opinion Adverse opinion | Adverse opinion | Adverse opinion
Disclaimer
No expenditure was 5 2
) = i Disclaimer
included into [FRs and " . . i
Disclaimer because no system Disclaimer

declared to FMO within

. . audits were performed
the AAR reference period

Prepared by: Approved by:
Senior Expert of the Audit Authority Head of the Audit Authority
Ms. Jelena Keirane

Deputy Head of the Audit Authority
Ms. Anda Stegmane

ebruary 2019
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Annex 1 - Deficiencies elimination plan of Compliance Assessment Audit No.SA/NFI-EEZ/2018/14

No. | Reference to Recoym‘lendatlon : State of
the finding Recommendation prlorl_ty and Responsible Respol}snble Deficiencies elimination measures implementation of
No deaglinetor authority enHty recommendations
g implementation
! 2 3 4 4] 6 7z
MCS meeting the MCS requirements specified in Article 5.1 of the Donor States' Regulations
Functions of the entities concerned in management and control of financial mechanisms are defined and allocated within each entity
By the 18 June2018 e-mail, the
Communication Strategy prepared by
the CD of the MoF has been submitted
to the AA’, which has already been
transmitted to the Donor States on
NFP to provide for development of 14 June 2018. In  general, the
the communication strategy that Communication Strategy meets the
ensures implementation of minimum requirements prescribed by
com;_nunicgtion requirements High D AnnexB. of the Dopor State Implemented
1. 1:2.2 specified in the Donor States' : NFP Regulations "Information and
. 01.06.2018 I . (18 June 2018).
Management Documents in the Communication Requirements for
NFP and other institutions EEA/NFM 2014-2021" with respect
involved in implementing the to information to be included in the
financial mechanisms. Communication Strategy, as well as
the content of the website. Two
websites are updated in Latvian and,
from time to time, in English -
https://www.eeagrants.lv/ and
https://www.norwaygrants.lv/.
Based on the submitted information,
NFP  to  develop internal the NFP, by 30 March 2019, plans to | L€rm for
" 21 procedures to perform the Medium, NEP FUFMD develop the internal procedure | implementation of the
£ i functions of the Irregularities 30.03.2019 Procedure under which the National | recommendation  not

Authority.

Focal Point Detects and Assesses
Possible Irregularities and

yet due.

7 Communication Strategy for the European Economic Area and Norway Grants 2014-2021 in Latvia, 2018
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Information on Irregularities
Detected in the Project
Implementation in the Management of
the EEA / Norwegian Financial
Mechanisms 2014 - 2021.

3.1,3.2.

CA to develop internal procedures
by defining the procedures for
implementing the CA functions
specified in the Donor States'
Regulations.

Medium,
31.12.2018

CA

CA

Procedure  for  Ensuring  the
Certification of Expenditure Incurred
within the Scope of the European
Economic Area Financial Mechanism
and Norwegian Financial Mechanism
2014 - 2021 No. PR.ELD. No. 2 and
Provision of the Flow of Funds of the
Norwegian Financial Mechanism and
European Economic Area Financial
Mechanism 2009 - 2014 and 2014 -
2021 No.PR.ND.No.l both of
11 January 2019, developed by the
CA, were electronically submitted on
14 January 2019.

The transaction description of the CA,
dated 15 January 2019 Performance
of Disbursements and
Reimbursements of the European
Economic Area Financial Mechanism
and Norwegian Financial Mechanism
2014 - 2021 DA.VK.No.31 was
electronically submitted on
15 January 2019.

The CA functions provided for by the
Donor State Regulations are ensured
in the above-mentioned procedures.

Implemented
(15 January 2019).

Compliance with the principle of separation of functions between entities involved in the management of financial mechanisms and in each entity

achieved

4.

6.1.3.1.-
6.1.3.6.

NFP to determine the
institution/entity responsible for

Medium,
30.03.2019

NFP

EUFMCD

CoM Regulation of
13 November 2018 No. 683
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making  decisions  regarding
irregularities found as a result of
the inspections specified in the
report findings No. 6.1.3.1 to
6.1.3.5 (findings No. 6.1.3.1-
6.1.3.6)

EUFMD

Regulation on the Management of the
European Economic Area Financial
Mechanism and the Norwegian
Financial Mechanism 2014-2021, has
been developed, determining the
person in charge of adoption of the
decision in case of irregularities in the
programmes and the TA Fund.

In accordance with information
provided by the NFP in electronic
form on 21 December 2018 it is
planned to determine the person in
charge of adoption of the decision in
case of irregularity within the scope of
the Fund for Bilateral Relations in the
internal procedure of the MoF
Procedure for Implementation of the
European Economic Area Financial
Mechanism and the Norwegian
Financial Mechanism 2014-2021
Project  "Fund  for  Bilateral
Relations".

Term for
implementation of the
recommendation  not
yet due.

6.1.3.3.

To make the verifications referred
to in finding 6.1.3.3 effective as
well as to avoid wasting resources,
we recommend the NFP to provide
an example of technical
specifications to the PO/Agencies
as well as implementers of
strategic-level initiatives for use in
arranging procurement (and which
the institution's internal audit unit
will also be able to use as terms of
reference for the audit) by
proactively ensuring that the
inspections of documents

Medium,
30.03.2019

EUFMCD
(in
cooperation
with
EUFMD)

In accordance with information
provided by the NFP in electronic
form on 21 December 2018 the
process of development and
coordination of the agreement on the
first approved strategic level initiative
is taking place and the text of the
agreement incorporates the clause that
the promoter of the initiative for the
purposes of selecting certified auditor
must use the recommendations
developed by the MoF for ensuring
the performance of the verification of
the certified auditor.

Term for
implementation of the
recommendation  not
yet due.
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supporting expenditure from the
Bilateral Cooperation Fund are
carried out in accordance with the
requirements defined by the Donor
States, such as those pertaining to
the inspection objective, minimum
amount and documents inspected.

Following the development of the
recommendations for selection of the
certified auditor, it is planned to
transmit them to all POs/Agencies as
a template for use in selection of
certified auditors, and the NFP will
also ensure the posting thereof on the
EEA/NFM websites
(www.eeagrants.lv:
www.norwaygrants.lv).

Draft of the recommendations of the
National Focal Point for Ensuring the
Performance of Selection of the
Certified Auditor has been developed
and sent for coordination to the PMB,
the Treasury and the AA.

It is necessary to ensure including
the functions of MF CD
determined in the MCS description
(providing for the FP publication
and communication activities and

On 18 June 2018, an updated By-laws
of the CD have been submitted — the
functions (tasks) of the MoF CD with

6.2.1 monitoring of compliance with the Medium, NEP CD respect to the EEA/NFM specified in Implemented
o information and communication 30.03.2019 the MCS description were (18 June 2018).

requirements  defined for the incorporated in Clause 5.10 and

financial mechanisms program Clause 5.17.

managers) in  the internal

procedures of the Department, for

example in the by-laws.

St Wi By e Sy 2013 el he NP

the ARl to the Medium Eg?1}2[6(;181&513(1?::3]‘:1[33;3&% bO)l/ :::Z Implemented
L iz SR O G el 30.03.2019 HEE eLbN functions to be implemented for the (05 July 2018).

mechanism envisaged for 2014-
2021.

EEA/NFM, inter alia, ensuring the
complaints mechanism.
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Procedures to ensure correctness and regularity of expenditure have been developed

Medium,
31.12.2018 (CA),
30.03.2019 (NFP)
Within 2 months

after entry into
force of the
management
regulations of the
Cabinet (FMD)

NFP to provide for the
development of the Horizontal
Cabinet Regulation®, the
respective NFP guidelines® and the

EUFMCD

The CoM Regulation of
13 November 2018 No. 683
Regulation on the Management of the
European Economic Area Financial
Mechanism and the Norwegian
Financial Mechanism 2014-2021, has
been developed and approved,
providing that the PO/Agency shall
include at least the following
information in the project contract:
eligible costs, conditions for the
eligibility of costs, requirements for
the expenditure eligibility check, as
well as the time period, during which
the expenditures may be considered
eligible. The principles of eligibility
of costs of the Fund for Bilateral
Relations are incorporated in the
referred to CoM Regulation in

Term for
implementation of the
recommendation not
yet due.

Recommendation
partially implemented
(please see Section
"Taken/planned
measures for the
prevention of
deficiencies").

8Cabinet Regulation "European Economic Area Financial Mechanism and the Norwegian Financial Mechanism for the period from 2014 to 2021 management regulations”
9 "Guidelines for conducting verifications at the place of implementation of the project co-funded from the European Economic Area, Norwegian Financial Mechanism and for
documents supporting eligible costs of the projects and their inspections during the period from 2014 to 2021"
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internal procedures_of the MF'
specified in the MCS description
as well as the CA! to develop the
internal procedures to ensure
regularity and correctness of the
financial mechanism expenditure
listed in the MCS description.

accordance with that, which is stated
in the Donor State Regulations.

Based on information provided by the
NFP, the Guidelines for Performance
of On-site Verifications of the Project
Co-financed by the European
Economic Area, Norwegian Financial
Mechanisms and the Supporting
Documents of the Eligible Costs of the
Programmes and Projects and the
Verifications Thereof in 2014 - 2021
will be developed within the set term -
by 30 March 2019. Draft Guidelines
have been developed and sent to the
authorities  involved in  the
management of the EEA FI/NFI and
experts for comments on
5 February 2019.

FMD

The CoM Regulation of
13 November 2018 No. 683
Regulation on the Management of the
European Economic Area Financial
Mechanism and the Norwegian
Financial Mechanism 2014-2021, has

Partly implemented
(It was planned to
implement the
recommendation within
the term prescribed by

10 "Procedure for implementation of the European Economic Area Financial Mechanism and the Norwegian Financial Mechanism 2014-2021 period project "Technical
Assistance Fund 2018-2025" and Procedure for implementation of the European Economic Area Financial Mechanism and the Norwegian Financial Mechanism 2014-2021

period project "Bilateral Cooperation Fund""

H"Procedures, by which certification of expenditure within the European Economic Area Financial Mechanism and the Norwegian Financial Mechanism for the period from

2014 to 2021 is ensured”




come into force on
16 November 2018'2.

On 05 February 2019 the MoF FMD
electronically submitted information
that:

- Procedure for Implementation of
the European Economic Area
Financial Mechanism and the
Norwegian Financial Mechanism
2014-2021 Project "Technical
Assistance Fund 2018 - 2025" is
prepared and sent for signature;
Procedure for Implementation of
the European Economic Area
Financial Mechanism and the
Norwegian Financial Mechanism
2014-2021 Project "Fund for
Bilateral relations”, sent for
coordination with other entities
involved till 11 February 2019,

the MCS Description
I.“v)

CA

CA

The 11 January 2019 Procedure for
Ensuring  the  Certification  of
Expenditure  Incurred within  the
Scope of the European Economic Area
Financial Mechanism and Norwegian
Financial ~ Mechanism 2014 -
2021 No. PR.ELD.No. 2 was

Implemented
(14 January 2019)

'” In accordance with information specified on the website of legislation of the Republic of Latvia: (https:/likumi.lv/ta/id/303045-eiropas-ckonomikas-zonas-finansu-

instrumenta-un-norvegijas-finansu-instrumenta-2014-2021-gada-perioda-vadibas-noteikumi)

13 Clause 2.1.3 of the MCS Deseription submitted to the Donor States specifies that the referred to procedures will be developed within the period of 2 (two) months form coming into effect of
the contracts and the CoM management regulation with respect to the TA and the Fund for Bilateral Relations (Contract on the Fund for Bilateral Relations has been signed on 12 December 2018

and the Technical Assistance Contract has been signed on 25 September 2018).
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electronically submitted on
14 January 2019.

The referred to document specifies the
CA controls for the certification of the
expenditure  included in  the
programme interim/final financial
reports in accordance with that, which
is stated in the Financial Guidelines of
the Donor State (version of
September 2018).

A reliable system has been developed for the accounting, mo

nitoring of funding and financial reporting in computerised form

NFP to develop internal
procedures for the responsible
9. 13. authorities submitting the reports
to the NFP, CA and AA.

Medium,
30.03.2019

EUFMCD

The CoM Regulation of
13 November 2018 No. 683
Regulation on the Management of the
European Economic Area Financial
Mechanism and the Norwegian
Financial Mechanism 2014-2021 has
been developed and approved,
prescribing the procedure under which
the responsible authorities submit
reports to the NFP, the CA and the
AA.

Taking into account the provisions of
the CoM Regulation, the CA has
prepared the procedure '* for
submission of the interim and final
financial reports to the authority.

Implemented
(13 November 2018).

14 Procedure for Preparation of the Information Sources to be Appended to the Interim and Final Financial Report of the European Economic Area Financial Mechanism and
the Norwegian Financial Mechanism 2014-2021 (at the moment of preparation of the report of audit No.SA/NFI-EEZ/2018/20 the procedure is under the draft stage)
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Reporting and monitoring procedures have been developed for irregularities and recovering unduly paid amounts

10.

26.

NFP to provide for the Horizontal
Cabinet Regulation and guidelines
as well as to develop the internal
procedures of the NFP defining the
procedures for management and
administration of irregularities in
institutions  involved in the
implementation of the financial
mechanisms (including detection,
assessment, decision-making,
accounting, reporting, recovery,
reallocation of released funding)
depending on its competency.

Medium,
30.03.2019

NFP

EUFMCD

The CoM  Regulation of
13 November 2018 No. 683
Regulation on the Management of the
European Economic Area Financial
Mechanism and the Norwegian
Financial Mechanism 2014-2021 has
been developed, describing the
procedures for assessment, decision-
making, reporting, recovery and
accounting of irregularities to be
observed by the institutions involved
in the EEA/NFM MCS, nevertheless
the AA did not obtain the confidence
regarding the following aspects not
included in the referred to CoM
Regulation and to be assessed after the
development of the NFP guidelines
and internal procedures:

- person in charge of adoption of
the decision on detection of
irregularity with the Fund for
Bilateral Relations;

- procedure, under which the NFP
submits to the Donor States the
reports on the detected
irregularities;

- the reallocation and monitoring
of the funding released as a result
of irregularities.

Based on information provided by the
NFP in electronic form on
21 December 2018, the NFP, by
30 March 2019, plans to develop

Term for
implementation of the
recommendation not
yet due.
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Guidelines for Performance of On-site
Verifications of the Project Co-
financed by the European Economic
Area, Norwegian Financial
Mechanisms and the Supporting
Documents of the Eligible Costs of the
Programmes and Projects and the
Verifications Thereof in 2014 - 2021;
the Draft Guidelines has been
developed and sent to the authorities
for comments on 5 February 2019.

EUFMD

Based on information provided by the
NFP in electronic form on
21 December 2018, by
30 March 2019 it plans to develop:

- Procedure under which the
NMational Focal Point Detects
and Assesses Possible
Irregularities and Information
on Irregularities Detected in the
Project Implementation in the
Management of the EEA /
Norwegian Financial
Mechanisms 2014 - 2021 in
accordance with the term
prescribed by the MCS
Description.

- Guidelines for Reporting and
Informing about Irregularities,
Registration of Irregularities
and Application of Financial
Corrections in the Projects Co-
financed by the European
Economic Area, Norwegian
Financial ~ Mechanisms  in
accordance with the term

Term for
implementation of the
recommendation not
yet due.




prescribed by the MCS
Description.

CA to develop internal procedures
defining the procedures for the
implementation of the defined
functions in relation to the
administration of irregularities
within its competency.

Medium,
31.12.2018

CA

CA

Procedure  for  Ensuring  the
Certification of Expenditure Incurred
within the Scope of the European
Economic Area Financial Mechanism
and Norwegian Financial Mechanism
2014 - 2021 No. PR.ELD. No. 2 and
Provision of the Flow of Funds of the
Norwegian Financial Mechanism and
Furopean Economic Area Financial
Mechanism 2009 - 2014 and 2014 -
2021 No.PR.ND.No. 12 both of
11 January 2019 developed by the
CA, were electronically submitted on
14 January 2019.

Performance of Disbursements and
Reimbursements of the European
Economic Area Financial Mechanism
and Norwegian Financial Mechanism
2014 - 2021 DA.VK.No. 31, approved
on 15 January 2019, was
electronically submitted on
15 January 2019.

The above-mentioned procedures
prescribe, how the CA functions are
implemented with respect to the
administration of irregularities in
accordance with the competence of
the CA prescribed by the Donor
States.

Implemented

(15 January 2019).

Financial mechanisms management and control system meets the generally accepted accounting principles

The developed computerised accounting system meets the 15 December 2009 Cabinet Regulation No. 1486 "Procedures by which budget institutions sh4
organise the accounting thereof"




12.

27.3,28.

MF FMD and CA to provide for
development of internal
procedures by determining the
procedure in which accounting of
transactions specified in findings
27.3 and 28 of the Report will be
organised during the financial
mechanisms 2014-2021 period.

Medium,
31.12.2018 (CA),
Within 2 months

after entry into
force of the
management
regulations of the
Cabinet (NFP)

FMD

CoM Regulation of
13 November 2018 No. 683
Regulation on the Management of the
European Economic Area Financial
Mechanism and the Norwegian
Financial Mechanism 2014-2021, has
come into force on
16 November 20187

On 12 February 2019 the MoF FMD
electronically submitted information
that:

- Procedure for Implementation of
the European Economic Area
Financial Mechanism and the
Norwegian Financial Mechanism
2014-2021 Project "Technical
Assistance Fund 2018 — 2025 is
prepared and sent for signature;

- Procedure for Implementation of
the European Economic Area
Financial Mechanism and the
Norwegian Financial Mechanism
2014-2021 Project "Fund for
Bilateral relations is currently
under development - it was sent
for internal coordination till
11 February 2019.

Partly implemented

CA

CA

Procedure  for  Ensuring  the
Certification of Expenditure Incurred
within the Scope of the European
Economic Area Financial Mechanism
and Norwegian Financial Mechanism
2014 - 2021 No. PR.ELD. No. 2 and
Provision of the Flow of Funds of the
Norwegian Financial Mechanism and

Implemented
(15 January 2019).
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European Economic Area Financial
Mechanism 2009 - 2014 and 2014 -
2021 No.PR.ND.No. 12 both of
11 January 2019 developed by the
CA, were electronically submitted on
14 January 2019.

Performance of Disbursements and
Reimbursements of the European
Economic Area Financial Mechanism
and Norwegian Financial Mechanism
2014 - 2021 DA.VK.No. 31, approved

on 15 January 2019, was
electronically submitted on
15 January 2019.

The above-mentioned procedures
prescribe  the  procedures for
accounting the FM funds in the NFP’
s management system SAP ERP.

The approved accounting organisation documents define the correspondence of accounts for accounting expenditure declared to the Donor States

13.

30, 31.

MF FMD and CA to provide for
development of internal
procedures by determining the
procedure in which separation of
the financial mechanisms
transactions specified in findings
30 and 31 of the Report in
accounting will be ensured during
the financial mechanisms 2014-
2021 period.

Medium,
31.12.2018 (CA),
Within 2 months

after entry into
force of the
management
regulations of the
Cabinet (NFP)

FMD

CoM Regulation of
13 November 2018 No. 683
Regulation on the Management of the
European Economic Area Financial
Mechanism and the Norwegian
Financial Mechanism 2014-2021, has
come into force on
16 November 20187,

On 12 February 2019 the MoF FMD

electronically submitted information

that:

- Procedure for Implementation of
the European Economic Area
Financial Mechanism and the

Partly implemented
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Norwegian Financial Mechanism
2014-2021 Project "Technical
Assistance Fund 2018 - 2025" is
prepared and sent for signature;

- Procedure for Implementation of
the European Economic Area
Financial Mechanism and the
Norwegian Financial Mechanism
2014-2021 Project "Fund for
Bilateral relations”, is currently
under development, it is planned
to sent it for internal coordination
till 11 February 2019.

Provision of the Flow of Funds of the
Norwegian Financial Mechanism and
European Economic Area Financial
Mechanism 2009 - 2014 and 2014 -
2021 No. PR.ND.No. 12 of
11 January 2019 developed by the

Implemented 14

CA CA CA, was electronically submitted on P
’ 2019).
14 January 2019. (faniiacy 2813)
In accordance with the referred to
procedure, a separate flow is ensured
in the SAP ERP accounting system for
each EEA/NFM programme.
MCS is proportionate to the efficiency of attaining the objectives of financial mechanisms
Supervision of Program/project implementation provides for administrative checks and on-the-spot verifications, based on
the conducted project risk assessment
NFP to ensure that the procedure CoM Regulation of
g 13 November 2018 No. 683
of monitoring and control of the Hish Reenlaki g i st AT Torlemskie
14. 35.8. financial mechanisms is reflected £ NFP EUFMCD eguration on (e VIARAZENEnEa) ine E
. . . 01.10.2018 European Economic Area Financial | (13 November 2018).
in the Horizontal Cabinet ) .
I Mechanism and  the Norwegian
Regulations.

Financial Mechanism 2014-2021, has




been developed, describing the FM
monitoring and control mechanism.

We recommended setting forth in
the certification form specified in
the finding 33.4 that the auditor's

Based on information provided by the

work has been carried out in resp’glllzible NFP in electronic form on
accordance with the provisions of . person will 21 December 20183 tl}e form of ' Term _for
15 334 the technical specifications of the Medium, NFP be assigned acknpwledgement is being developed | implementation of the
’ o procurement / example of 30.03.2019 during the and intended to be attached as annex | recommendation not
technical specifications described program to the contracts with the promoters of yet due.
in recommendation 5 and provided development the initiatives of the Fund for Bilateral
by the NFP, or to provide for other Relations.
equivalent controls.
Administrative checks / on-the-spot verifications are carried out selectively, based on appropriate risk assessment
Based on information provided by the
NFP in electronic form on
21 December 2018, the Guidelines for
Performance of On-site Verifications
of the Project Co-financed by the
European Economic Area, Norwegian Term for
NFP to provide guidelines and MF Financial Mechanisms and the implementation of the
FMD, PMB, CA to develop Medium EUFMCD | Supporting Documents of the Eligible recommendation not
internal procedures describing the 30.03.2019 (I’\IFP) Costs of the Programmes and Projects yet due
16 37.,38.,39., | method of sampling and volume of '3 1' 12.2018 NFP and the Veri)fications Thereof in 2014 )
' 40. inspections specified in findings «© A.anc.i PMB) - 2021 will be developed by
37, 38 and 39 of the Report, 30 March 2019. Draft Guidelines
including for the Bilateral have been developed and sent to the
Cooperation Fund expenditure. authorities for comments by
5 February 2019.
On 12 February 2019 the MoF FMD
electronically submitted information | . 1 Term for fth
FMD that a Draft Procedure for implementation of the

Implementation of the European
Economic Area Financial Mechanism

recommendation not
yet due.
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and the Norwegian Financial
Mechanism 2014-2021 Project "Fund
Jor Bilateral Relations 2018 - 2025"
has been sent for internal coordination
till 11 February 2019.

PMB

PMB

On 21 December 2018, the following
documents have been received from
the PMB in electronic form:

- Methodology for Performance
of the Ex-ante Verifications of
Procurements for Programme
Operators and Agencies in 2014
- 2021 No. 1 of
21 December 2018, prescribing
the method of selection of ex-
ante  verifications of the
procurements, risk assessment
of the procurements and
minimum scope of ex-ante

verifications of the
procurements, to be observed by
POs/Agencies;

- Procedure under which the
Procurement Monitoring
Bureau Implements the Ex-ante
Verifications of the

Procurements of the Projects of
the European Economic Area
and  Norwegian  Financial
Mechanism and Checks the Ex-
ante Verifications of the
Procurements Carried out by
the Programme Operators and
the Agencies in 2014 - 2021
No. 1-11/22 of
21 December 2018, prescribing

Implemented
(21 December 2018).
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the scope of the verifications to
be carried out within the scope
of the competence of the PMB,
risk-based sampling method,
procedure for issuance of the
opinions.

CA

CA

Procedure  for  Ensuring  the
Certification of Expenditure Incurred
within the Scope of the European
Economic Area Financial Mechanism
and Norwegian Financial Mechanism
2014 - 2021 No.PR.ELD.No.2 of
11 January 2019 was electronically
submitted on 14 January 2019,
prescribing the risk-based sampling
method and scope of the planned
verifications under the competence of
the CA.

Implemented
(14 January 2019).

Supervis

ion of Program/project implementation provides for ex-ante checks, follow-up checks, based on appropriate risk assessment

17.

42,43.,44.,
45.

MF FMD, the PMB, the CA to
develop internal  procedures
regarding the inspections specified
in findings 42, 43, 44 of the Report
within their respective
competency.

Medium,
30.03.2019 (NFP)
31.12.2018
(CA and PMB)

FMD

On 12 February 2019 the MoF FMD
electronically submitted information
that Draft Procedure  for
Implementation of the European
Economic Area Financial Mechanism
and the Norwegian Financial
Mechanism 2014-2021 Project "Fund
Jor Bilateral Relations 2018 - 2025"
has been sent for internal coordination
till 11 February 2019.

Term for
implementation of the
recommendation not
yet due.

PMB

PMB

On 21 December 2018, the following

documents have been received from

the PMB in electronic form:

- Methodology for Performance of
the Ex-ante Verifications of
Procurements _ for  Programme

Implemented
(21 December 2018).
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Operators and Agencies in 2014 -
2021 No. 1 of 21 December 2018,
prescribing common principles of
documentation/performance of ex-
ante verifications of the course of
the procurements carried out by
POs/Agencies;

Procedure  under which the
Procurement Monitoring Bureau
Implements the Ex-ante
Verifications of the Procurements of
the Projects of the European
Economic Area and Norwegian
Financial Mechanism and Checks
the Ex-ante Verifications of the
Procurements Carried out by the
Programme operators and the
Agencies in 2014 - 2021 No. 1-
11/22 of 21 December 2018,
prescribing the procedure under
which the PMB selects and resolves
upon the ex-ante verification of the
procurement documentation/
course, issues its  opinions,
ascertains the practical application
of the referred to methodology
developed by the PMB.

CA

CA

Procedure  for  Ensuring  the
Certification of Expenditure Incurred
within the Scope of the European
Economic Area Financial Mechanism
and Norwegian Financial Mechanism
2014-2021 No.PR.ELD.No.2 of
11 January 2019, developed by the
CA was electronically submitted on
14 January 2019,  containing  the

Implemented
(14 January 2019.)
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methodology under which the
authority carries out the verifications
of the programme interim/final
financial reports, including the
verifications of the supporting
documentation of the programme
administrative/TA/NFP Fund for
Bilateral Relations expenditures, as
well as the transfers made for the
projects and the payments made for
the initiatives of the Fund for Bilateral
Relations.

Special tools: IT tools, forms, checklists are used for monitoring/inspection

MF FMD to develop internal
procedures by determining the

On 12 February 2019 the MoF FMD
electronically submitted information
that Draft Procedure  for

way how inspections of documents Medium FMD Implementation of the European Term for
18 48 supporting expenditure of the | 30.03.2019 (f\IFP) NEP Economic Area Financial Mechanism | implementation of the
) : Bilateral Cooperation Fund in e and the Norwegian Financial | recommendation not
other departments of the MF will Mechanism 2014-2021 Project "Fund yet due.
be documented Jor Bilateral Relations 2018 - 2025"
: has been sent for coordination till 11
January 2019.
On 21 December 2018, the following
The PMB and the CA to develop documents have been received from
internal procedures by the PMB in electronic form:
determining the manner how - Methodology for Performance
19. 49, 50 inspections carried out within the (C:i:::c-lzl?l{fB) PMB PMB of the Ex-ante Verifications of (21131 ; t:;;tggl 8)

competency of the institution will
be documented.

Procurements for Programme
Operators and Agencies in 2014
- 2021 No. 1 of
21 December 2018;
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- Procedure wunder which the

Procurement Monitoring
Bureau Implements the Ex-ante
Verifications of the

Procurements of the Projects of
the European Economic Area
and  Norwegian  Financial
Mechanism and Checks the Ex-
ante Verifications of the
Procurements Carried out by
the Programme Operators and
the Agencies in 2014 - 2021
No. 1-11/22 of
21 December 2018.

The above-mentioned procedures
prescribe how the PO/Agency and the
PMB, for the purposes of ex-ante
verifications of the procurements,
apply the checklists contained in
Methodology for Performance of Ex-
ante Verifications of  the
Procurements for the Cooperation
Authority in the European Union
Structural Funds and Cohesion Fund
Programming Period 2014 - 2020,
while, for the purposes of
documenting the checks regarding the
ex-ante  verifications of  the
procurements carried out by the
POs/Agencies, the PMB applies the
materials contained in the annexes to
the Methodology of the Structural
Funds. Information about the above-
mentioned verifications is
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accumulated in the registers of
verifications.

CA

CA

Procedure  for  Ensuring the
Certification of Expenditure Incurred
within the Scope of the European
Economic Area Financial Mechanism
and Norwegian Financial Mechanism
2014 - 2021 No.PR.ELD.No.2 of
11 January 2019 was electronically
submitted on 14 January 2019, under
which the checklists have been
developed for the verifications to be
performed within the scope of the
competence of the authority, the
controls are being registered in the
Excel registers.

Implemented
(14 January 2019)
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Annex 2 - Plan of Prevention of Deficiencies of the Self Assessment of the Compliance of the Management and Control System for the

period 2014-2021 of the European Economic Area Financial Mechanism and the Norwegian Financial Mechanism in the Audit

Authority

Reference to

No. t;]l: ﬁ:fdtl;f Term for
= Self- Recommendation implementation of | Responsible State of implementation of recommendations
recommendation institution
assessment
report
1 2 3 4 5
For AA to develop internal procedures for the preparation 1) Audit strate;ya-rl]%hl? pShi::;: [cAdudit Strategy (in
and submission of the documents referred to in Article 1.5 ; ; ; - &
(statement No.1.6) of this Self Assessment Report to Donor compl:ance wuh. artlclf: 5.5.1(d) of the R?guiaf.mn.s' on
States. the implementation of the [.':EA/ Norwegian Financial
Mechanisms 2014-2021) will be prepared by the AA
Procedures described in Article 1.5 of the self-assessment :ﬁ?lzfv:;ozllge?;zp?{g;al70(;" ltg ¢ tl)aa;g;ggra;;znzsgﬁ
rlepo:ut;ﬁll' piflii?ruon(gjbmine d to Donor States upon strategy shall set out the audit methodology. the
l. 1.6 ’ request‘)' By & S up 31.12.2018. AA sampling method E'o‘r audits on projects an_d the
2 annual z;u dit veport om audits: surfied ot Suving the indicative planning of audits to ensure that audits are
- . i % spread evenly throughout the programming period.
previous 12 months (end of period Dccem‘ber 31); 2, 3, 4) Methodology: the AA has prepared and
% ?{: ::_)pm_lcn? oo ithe Bvetvenpss: BE g MGS approved an internal procedure for the preparation and
4 c[:)l:u;(;ncigfiara S submission of an annual audit report and opinion on the
’ ' ' effectiveness of the functioning of the MCS. The
procedure includes also a section for preparation of a
closure declaration.
For AA to complete the coordination process of the Cabinet
Regulations on the procedure for ensuring the functions of it
2 6. AA during the period of 2014-2021 and submit the Cabinet 31.12.2018. AA

Regulations for approval to the Cabinet (Finding No. 6).

(Cabinet Regulations approved on 13.11.2018.)
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For AA to update internal procedures for carrying out
project audits and system audits for the Financial
Mechanism 2014-2021 period.

31.12.2018.

Partly implemented.
The internal procedure for carrying out project audits is
updated for EEA FI/NFI purposes.
The internal procedure for carrying out system audits is
being updated and as a result there will be single
methodology for EEA FI/NFI 2014-20121 and ESI
funds 2014-2020.

For AA to foresee in the audit strategy, that at least one audit
is carried out under each program in accordance with the
Article 5.5.1.b of the Donor State Regulations.

31.12.2018.

Implemented

The provision to carry out at least one audit under each
program in accordance with the Article 5.5.1.b of the
Donor State Regulations is included into the updated
MCS description.
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Annex 3 - Evaluation Criteria of Compliance Assessment Audit No.SA/NFI-EEZ/2018/1

1.

1.1.

1.2.

1.3.

1.4.

1.5.

1.7.
1.8.

2.1.

2.2.

3.1.

3.2.

3.3.

34.

Criteria according to MCS requirements specified in Article 5.1 of the Donor
States' Regulations:

Functions of the entities concerned in management and control of financial
mechanisms are defined and allocated within each entity;
Compliance with the principle of separation of functions between entities involved

in the management of financial mechanisms and in each entity is achieved,
Procedures to ensure correctness and regularity of expenditure have been
developed;

A reliable accounting, monitoring and financial reporting system in computerised
form has been developed;

A system of reporting and monitoring has been elaborated where the responsible
entity entrusts the execution of tasks to another entity;

Systems and procedures to ensure adequate audit trail have been developed;
Reporting and monitoring procedures for irregularities and for the recovery of
amounts unduly paid have been developed.

Criteria to evaluate the compliance with generally accepted accounting
principles:

15 December 2009 Cabinet Regulation No. 1486 "Procedures by which budget
institutions shall organise the accounting thereof™;

The approved accounting organisation documents define the correspondence of
accounts for accounting expenditure declared to the Donor States.

Criteria to assess the proportionality of the MCS’s requirements in relation
to the effectiveness of achieving the objectives of programmes:

Supervision of Program/project implementation provides for administrative checks
and on-the-spot verifications, based on the conducted project risk assessment;
Administrative checks/on-the-spot verifications are carried out selectively, based
on appropriate risk assessment;

Supervision of Program/project implementation provides for ex-ante checks,
follow-up checks, based on appropriate risk assessment;

Special tools: IT tools, forms, checklists are used for monitoring/verification.
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