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Republic of Latvia

Cabinet

Regulation No 727

Adopted 16.December 2003

Procedures by which Funds in the State Budget for the Implementation of Projects Financed by Structural Funds of the European Union shall be Planned and by which Payments shall be Transferred
Issued pursuant to

Section 14, Paragraph one, Clause 3

of the Law on the Structure of the Cabinet

I. General Provisions

1. These Regulations prescribe the procedures by which funds in the State budget shall be planned for implementation of projects financed by the Structural Funds of the European Union (hereinafter – Structural Funds), the procedures by which the ministries and other central State authorities (hereinafter – ministry) shall prepare appropriation requests from the State budget of the current year and from long-term state budgetary obligations for the implementation of projects financed by the Structural Funds, as well as procedures for the making of payments. 

[6 July 2004]

2. For projects financed by the Structural Funds, funds in the State budget shall be planned for co-financing by the European Union, as well as for financing from the State budget. 

[6 July 2004]

3. State budget financing is funding from the State budget which, in accordance with the requirements specified by the European Commission, shall be redirected for the implementation of projects financed by the Structural Funds or for the repayment of expenditures actually made.

[6 July 2004]

4. Co-financing by the European Union is funding from the Structural Funds which, in accordance with the requirements specified by the European Commission, shall be redirected for the repayment of expenditures actually made within the framework of projects financed by the Structural Funds in the form of intermediate payments or final payment.

[6 July 2004]

5. Pre-financing from the State budget is funding from the State budget which, before the receipt of monies from the Structural Funds of the European Commission, shall be transferred as the co-financing from the European Union to the recipient of the financing for the repayment of expenditures actually made within the framework of projects financed by the Structural Funds.

[6 July 2004]

II. Planning of European Union Co-financing 

6. Co-financing by the European Union shall be planned in a separate State budgetary programme or sub-programme (hereinafter – programme) within the budget of such ministry under the subordination or supervision of which is the respective second-level intermediary institution, as regards the total financing from the Structural Funds (hereinafter – Structural Fund monies) to be administered by the relevant second-level intermediary institution.

[6 July 2004]

7. The second-level intermediary institution shall plan long-term State budgetary obligations regarding the European Union co-financing (financing allocated from the Structural Funds) in full for the respective year in accordance with the financial plan of the Single programme document.

[6 July 2004]

8. The second-level intermediary institution, in entering into contracts with recipients of Structural Fund financing, shall take into account the amount of the Sate budgetary long-term obligations referred to in Paragraph 7 of these Regulations. 

[6 July 2004]

9. The second-level intermediary institution shall prepare a revenue forecast for the State budget regarding the respective Structural Fund.  The revenue forecast shall be prepared pursuant to the payment procedures laid down by the European Commission.

[6 July 2004]

III. Planning of State Budget Financing and State Budget Pre-financing 

10. State budget financing for projects shall be planned within the budget of a ministry as a separate programme for each Structural Fund.

11. The ministry shall plan a grant from general revenues for local governments (for State budget financing in accordance with the approved proportion of the budgetary grant) for the implementation of projects co-financed by the European Union, in order to ensure the planning of funds in the budget of such ministry under the subordination or supervision of which is the second-level intermediary institution, as regards the total State budget financing in the separate State budgetary programme to be administered thereby.

[6 July 2004]

12. Local governments, in implementing projects financed by the Structural Funds, shall receive pre-financing from the State budget.

[6 July 2004]

13. A local government may implement a project financed by the Structural Funds using local government resources, without requesting financing from the State budget and/or pre-financing from the State budget.

[6 July 2004]

14. If the ministry, due to justified and objective reasons, has no possibility to plan for State budget funding intended for the implementation of projects under a separate State budgetary programme, it shall indicate the programme within the framework of which the respective project shall be implemented.

15. The Ministry of Finance, based on the information provided by the ministries and second-level intermediary institutions regarding the implementation of projects financed by the Structural Funds, shall plan State budget funding for pre-financing under a separate programme, so that before the receipt of the Structural Fund monies from the European Commission, the State Treasury as the payment authority can, within the framework of projects financed by the Structural Funds, ensure repayment of expenditures actually made for any part of European Union co-financing. 

[6 July 2004]

16. The Ministry of Finance budget programme “Financing for the Implementation of Projects and Measures Co-financed by Funds of the European Union” shall be planned in the draft law regarding the State budget for the current year.

IV.  Preparation of Requests for State Budget Funding 

17. Requests for State budget funding (from European Union co-financing or from State budget financing) shall be prepared and long-term State budgetary obligations shall be planned in accordance with the development schedule of the draft law regarding the State budget for the current year, with the instructions for the drawing up of requests for State budget funding, as well as with the guidelines and drawn up forms of the Ministry of Finance.

18. The ministry shall be responsible for the submission to the Ministry of Finance of requests for State budget funding.  The ministry shall prepare a request for State budget funding based on the information provided by the second-level intermediary institution and the recipient of the financing from the Structural Fund. 

[6 July 2004]

19. The ministry shall draw up the request for State budget funding in accordance with the priorities envisaged in the Single programme document and in the supplement to the programme, with the measures and activities, as well as with the division by year of Structural Fund financing.

20. The ministry shall prepare the request for State budget funding for co-financing by the European Union, as well as for State budget financing in accordance with the guidelines and drawn up forms of the Ministry of Finance.  The information referred to in Paragraphs 21 and 22 of these Regulations shall be included in the request for State budget funding. 

21. The ministry under the subordination or supervision of which is the second-level intermediary institution shall include the following information in the request for State budget funding for co-financing by the European Union:

21.1. the amount of financing allocated by the Structural Fund in the respective year; 

21.2. the plan for the forecast cash flow (forecasts of expenditures) as regards the total fund, also the funding required for the respective year, as well as for subsequent years; and

21.3. information regarding the planned utilisation of the funding – the funds required for national programmes, grant schemes and for open tender projects.

[6 July 2004]

22. For financing from the State budget, the ministry shall include the following information in the request for State budget funding: 

22.1. the project or activity, which requires State budget financing; 

22.2. a financial plan of the project or activity (or grant scheme, open tender, national programme);

22.3. forecasts of the cash flow for the project or activity; and

22.4. the amount in which the project or activity shall be financed within the framework of existing budgetary resources, and the amount of any required supplementary financing. 

23. The ministry shall provide the information regarding all financing sources of the project or activity – the co-financing by the European Union, the financing of the State budget, the financing of the local governments and private co-financing in the request of the funds from the State budget.

24. The ministry, in preparing the request for State budget funding for financing from the State budget, shall take into account the condition that, within the framework of existing funding, financing shall be ensured firstly for the implementation of projects financed by the Structural Funds.

[6 July 2004]

25. The Ministry of Finance, pursuant to its competence, shall evaluate the submitted information, taking into account the information of the Supervisory Committee and Management Committees. Requests for additional funding for the implementation of projects shall be reviewed by the Cabinet along with the draft law regarding the State budget for the current year or with amendments to the State Budget Law.

26. The Ministry of Finance shall include for implementation the financing project approved by the Cabinet in the total request for State budget funding for the current year in accordance with the instructions for the drawing up of requests for State budget funding. 

V. Procedures for the Transfer of Payments

27. After the adoption of the State Budget Law for the current year, the ministry shall prepare a financing plan for the programme pursuant to the approved amount of financing from the State budget. Where necessary, the ministry shall draw up a separate financing plan for each measure, activity or project.

28. After adoption of the State Budget Law for the current year, the second-level intermediary institution shall prepare a financing plan pursuant to the approved amount of the co-financing by the European Union and financing from the State budget – grants from general revenues for local governments for the implementation of projects co-financed by the European Union. Where necessary, the intermediary institution shall draw up a separate financing plan for each measure, activity or project.

[6 July 2004]

29. After the co-ordination of the project with the Management Committee, the second-level intermediary institution and the recipient of the assistance, in entering into the contract, shall agree on the procedure for the submission of the requests for repayment of the Structural Fund monies (hereinafter – request for Structural Funds):

29.1. one final payment after complete implementation of the project; and

29.2. several intermediate payments within the framework of the project, which shall be transferred after completion of a separate stage of the project, if the stage of the project has been implemented successfully and after the implementation thereof an auditable value has appeared.

[6 July 2004]

30. If the recipient of the financing from the Structural Fund is a ministry (State budget institution):

30.1. it shall transfer the payments to the performers of work from the funds intended in the budget of the ministry as State budget financing for implementation of the project. The ministry (State budget institution) shall prepare a payment order, indicating the economic classification codes for the budgetary expenditures in accordance with the order of the Ministry of Finance regarding the economic classification of budgetary expenditures, and shall submit such to the Treasury;

30.2. the request for Structural Funds regarding the part of the co-financing from the European Union shall be submitted to the second-level intermediary institution within the time periods and according to the procedure specified in the contract referred to in Paragraph 29 of these Regulations; and

30.3. the second-level intermediary institution shall examine the submitted request for structural funding, shall prepare the payment order regarding the transfer of the structural funds to the ministry (State budget institution), indicating the economic classification code of the budgetary expenditure, and shall submit it to the Treasury. If the ministry has received a grant from the State budget for implementation of the project, the second-level intermediary institution shall prepare a payment order for the transfer of funds for the recovery of any expenditures made from State budget revenues.

[6 July 2004]

31. If the recipient of financing from the Structural Fund is a local government:

31.1. it shall transfer payments to the performers of work from local government resources;

31.2. the request for Structural Funds regarding transfer of part of the European Union co-financing or a grant from the State budget shall be submitted to the second-level intermediary institution within the time periods and according to the procedures set forth in the contract referred to in Paragraph 29 of these Regulations;

31.3. the second-level intermediary institution shall review the submitted request for Structural Funds and/or a grant from the State budget, shall prepare a payment order for the transfer of the Structural Funds and/or grant to the local government, indicating the economic classification code for the budgetary expenditure, and shall submit it to the Treasury;

31.4. which is implementing the project from local government funds without requesting financing from the State budget or pre-financing from the State budget, the second-level intermediary institution shall review the submitted request for Structural Funding and after receipt of the monies from the European Commission, shall prepare a payment order for the transfer of the structural funds to the local government, indicating the economic classification code for the budgetary expenditure, and shall submit it to the Treasury; and

31.5. which is using a loan from the Treasury for the implementation of a project, the second-level intermediary institution shall review the submitted request for Structural Funding and on behalf of the local government shall prepare a payment order for the transfer of the funds into the State budget accounts for repayment of the loan.

[6 July 2004]

32. If there is another recipient of Structural Fund financing not referred to in Paragraphs 30 or 31 of these Regulations: 

32.1. payments to the performers of work shall be transferred from the funds of the recipient of the Structural Fund financing; 

32.2. the request for Structural Funds regarding part of the European Union co-financing shall be submitted to the second-level intermediary institution within the time periods and according to the procedures specified in the contract referred to in Paragraph 29 of these Regulations;

32.3. the second-level intermediary institution shall review the submitted request for Structural Funding and after receipt of the monies from the European Commission shall prepare a payment order for the transfer of the funds to the recipient of the Structural Fund financing, indicating the economic classification code for the budgetary expenditure, and shall submit such to the Treasury;

32.4. and it is the supervisor of the grant schemes, the second-level intermediary institution shall examine the submitted request for Structural Funding, shall prepare the payment order regarding the transfer of the funds to the supervisor of the grant schemes, indicating the economic classification code for the budgetary expenditure, and shall submit such to the Treasury; and

32.5. and it is implementing such activities financed by the European Social Fund as the provision of first work experience placement for unemployed young people and for persons seeking employment and the creation of subsidised workplaces for social exclusion risk groups,  it shall apply the conditions referred to in Paragraph 30 of these Regulations to the implementation of the project. 

[6 July 2004]

33. Within 60 working days after the receipt of the Structural Funding request (if clarifications are not made and additional information is not requested, as well as the transfer of payment is not connected with the receipt of the funds from the European Commission referred to in Sub-paragraphs 31.4 and 32.3 of these Regulations), the second-level intermediary institution shall review it, prepare a payment order for the transfer of monies from the Structural Funds, submit it to the Treasury and the Treasury shall make the payment;

[6 July 2004]

34. The Treasury shall make the payments based on the payment order in which the purpose of transfer and the economic classification code of the budgetary expenditure are indicated and which has been submitted in accordance with a contract between the Treasury as a payment authority and the second-level intermediary institution.

[6 July 2004]

35. On the following day after the changes in the turnover of the account, the Treasury shall prepare an account statement regarding the co-financing by the European Union and/or the financing from the State budget for the implementation of the projects financed from the Structural Funds and shall issue such to the second-level intermediary institution and/or the ministry.

[6 July 2004]

36. Once per month, on the following working day after the processing of the documents of the last working day of the accounting month, the Treasury shall prepare a consolidated statement for the account of the second-level intermediary institution or ministry regarding cash expenditures made, indicating cash expenditures to the full extent of the economic classification of budgetary expenditures, and shall issue such to the second-level intermediary institution or to the ministry for approval.

[6 July 2004]

37. If the second-level intermediary institution or the ministry finds any inaccuracy in the account statements and/or consolidated statements, it shall inform in writing the Treasury regarding the inaccuracy. The State Treasury shall assess the inaccuracy and, where appropriate, shall make the respective corrections and draw up the memorial order. The clarified account statements and/or consolidated statements shall be sent accordingly to the second-level intermediary institution or the ministry for approval.
[6 July 2004]

38. If the second-level intermediary institution or the ministry have no objections, it shall submit one copy of the approved consolidated statement to the Treasury within five working days.

[6 July 2004]

39. Monies received from European Commission Structural Funds shall be included in the State budgetary revenues. 

40. After the successful implementation of a project and receipt of the monies from the European Union, the Ministry of Finance shall prepare and submit to the Cabinet proposals regarding the possibility to enlarge appropriations for the ministry for implementation of the measures financed by Structural Funds.

[6 July 2004]

VI. Closing Provisions

41. In the Law on the State Budget for 2004, the funds provided in the budget programme of the Ministry of Finance “Financing for the Implementation of Projects and Measures Co-financed by Funds of the European Union” shall be divided according to the following procedures:

41.1. The Ministry of Finance shall prepare and submit proposals to the Cabinet regarding the division of the financing for projects and measures financed by the funds of the European Union, taking into account the Single programme document and the information received from the ministries, supervisory committees and management committees; and 

41.2. pursuant to the decision of the Cabinet, the appropriation of the State budget shall be enlarged by the order of the Minister for Finance for those institutions for which financing is intended for the implementation of projects and measures co-financed by the funds of the European Union. 

42. Paragraph 41 of these Regulations comes into force on 1 January 2004.

Prime Minister 







E. Repše

Minister for Finance 






V. Dombrovskis
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