MEMORANDUM OF UNDERSTANDING
ON THE IMPLEMENTATION OF THE NORWEGIAN FINANCIAL
MECHANISM 2004-2009 ESTABLISHED IN ACCORDANCE WITH THE
AGREEMENT OF 14.10.2003 BETWEEN THE KINGDOM OF NORWAY AND THE
EUROPEAN COMMUNITY ON A NORWEGIAN FINANCIAL MECHANI  SM FOR
THE PERIOD 2004-2009

between

THE KINGDOM OF NORWAY,

hereinafter referred to as “Norway”

and

THE REPUBLIC OF MALTA,

hereinafter referred to as the “Beneficiary State”

together hereinafter referred to as the “Parties”,



WHEREAS the Agreement of 14 October 2003 on theigipation of the Czech Republic,

the Republic of Estonia, the Republic of Cyprusg ®Republic of Latvia, the Republic of

Lithuania, the Republic of Hungary, the Republic Mélta, the Republic of Poland, the
Republic of Slovenia and the Slovak Republic in Eneopean Economic Area (hereinafter
referred to as the “EEA Enlargement Agreementgpplicable as of 1 May 2004;

WHEREAS the Agreement of 14 October 2003 betweenkimgdom of Norway and the
European Community on a Norwegian Financial Medmanifor the period 2004-2009
(hereinafter referred to as the Agreement), estléd a financial mechanism through which
Norway will contribute to the reduction of econonaind social disparities in the European
Economic Area (hereinafter referred to as the “Namian Financial Mechanism”);

WHEREAS the EEA Enlargement Agreement and the NgiaveFinancial Mechanism will
strengthen relations between Norway and the RepoblMalta to the mutual benefit of their
peoples;

WHEREAS the enhanced co-operation between Norwayl the Republic of Malta will
contribute to securing a stable, peaceful and prasfs Europe, based on good governance,
democratic institutions, the rule of law, respectifuman rights and sustainable development;

WHEREAS the parties agree to establish a framevi@ricooperation in order to ensure the
effective implementation of the Norwegian Finandchanism;

HAVE DECIDED to conclude the following Memorandunii Onderstanding (hereinafter
referred to as the “MoU"):



Article 1
(Objectives)

In accordance with Article 1 of the Norwegian Fio@h Mechanism Agreement, Norway has
established the Norwegian Financial Mechanism oheptto contribute to the reduction of
economic and social disparities in the EuropeamBuouoc Area. Accordingly, the parties to
this MoU shall endeavour to select projects fording, which contribute to the achievement
of that objective.

Article 2

(Legal Framework)

This MoU between Norway and the Republic of Madtiaall be read in conjunction with and
be subject to the conditions in the following doants, which constitute the legal framework
of the Norwegian Financial Mechanism.

» The Agreement of 14.10.2003 between the KingdomNofway and the European
Community on a Norwegian Financial Mechanism far greriod 2004-2009 (hereinafter
referred to as the “Agreement”),

» The Rules and Procedures for the implementatidghefNorwegian Financial Mechanism
(hereinafter referred to as the “Rules and Proasiyrand subsequent amendments
thereof. The Rules and Procedures are adopted hwayan accordance with Article 8 of
the Norwegian Financial Mechanism Agreement,

» The Grant Agreements, which will be concluded betw&lorway and the Beneficiary
State for each project.

Article 3

(Financial Framework)

1. In accordance with Article 2 of the Agreemengriay shall make available € 567
million for the Norwegian Financial Mechanism innaial tranches of € 113,4 million over
the period running from 1 May 2004 to 30 April 20@€clusive.

2. In accordance with Article 5 of the Agreementptal of € 1.701.000 shall be made
available to the Republic of Malta over the penietérred to in Paragraph 1.

3. In accordance with Article 8 of the Agreemeriie tmanagement costs of the
Norwegian Financial Mechanism shall be coveredhgyamounts referred to above. Further
provisions to this effect are set out in the Raled Procedures.

4. In accordance with Article 6 of the Agreementreaiew will be carried out in
November 2006 and again in November 2008 with & ¥eereallocating any non-committed
available funds for high priority projects from aBgneficiary State.



Article 4

(Roles and Responsibilities)

1. Norway shall make funds available in supportbgible projects proposed by the
Republic of Malta and agreed by the Norwegian FerelnMechanism within the priority
sectors listed in Article 6 of this MoU.

2. The Beneficiary State shall assure the fullinaficing of projects, which benefit from
support from the Norwegian Financial Mechanism.

3. The Norwegian Ministry of Foreign Affairs shatlanage the Norwegian Financial
Mechanism. Decisions on the granting of financedistance from the Norwegian Financial
Mechanism shall be taken by the Norwegian Ministir{zoreign Affairs.

4. The Norwegian Ministry of Foreign Affairs sh&lé assisted by the “Office for the
EEA Financial Mechanism and the Norwegian Finanklathanism, (hereinafter referred to
as the “FMO”). The FMO shall be responsible for they-to-day operations of the EEA
Financial Mechanism and the Norwegian Financial Metsm, and shall serve as a contact
point.

5. The Republic of Malta has authorized the Plagrand Priorities Division within the
Office of the Prime Minister to act on its behadf itss national focal point. It shall have the
overall responsibility for the management of thawegian Financial Mechanism’s activities
in the Republic of Malta, including the overall pessibility for financial control and audit,
and serve as a contact point. Its managerial setugntained in Annex A.

6. The Planning and Priorities Division within t@éfice of the Prime Minister shall be
responsible and accountable for the identificatiganning, implementation and monitoring
of projects as well as the use of funds under tlewlgian Financial Mechanism in
accordance with the Rules and Procedures. It sfyadirt on these activities to the FMO. Any
irregularities shall be reported to the FMO withdefay. The National Audit Office carries
out independent control activities.

7. As a general rule, the gathering of project i@ppibns shall be carried out by open
calls for proposals.

8. The Planning and Priorities Division within tkéfice of the Prime Minister shall
ensure that the project promoters are fully conaditand equipped to ensure successful
project implementation.



Article 5
(Annual Meetings and reporting)

1. In order to ensure the effective implementatioh the Norwegian Financial
Mechanism, the Parties agree to hold annual meetiegween the Norwegian Ministry of
Foreign Affairs and the Focal Point. The Focal Psimall at the meeting present an annual
report, which shall amongst other things address:

» The progress made towards the achievement of thelbwbjective of the Norwegian
Financial Mechanism.

» The progress of project identification in the Beciefy State,

» The reporting of ongoing project implementationiagaestablished criteria,

» Financial progress pertaining to commitments asduwlisements,

* Fields of intervention and measures for the folluywear.

2. The Planning and Priorities Division within tiaffice of the Prime Minister shall
organise the meetings, in cooperation with the FM@e Commission of the European
Communities may be invited to observe the meetings.

3. Minutes of the discussions in the meeting shall drafted by the Planning and
Priorities Division within the Office of the PrinMinister.

4, The first meeting shall be held no later thae gear after the entry into force of this
MoU.

Article 6
(Priority Sectors)

1. In accordance with Article 3 of the Agreememgrds shall be available for projects in
the same sectors as under the EEA Financial Mestmaas well as in the areas of:

* Implementation of Schengen acquis, support of Mati®chengen Action Plans as well
as strengthening the judiciary,

* Environment, i. a. with emphasis on strengthenimgadministrative capacity to
implement relevant acquis and investments in itfuature and technology with priority
given to municipal waste management,

» Regional policy and cross-border activities,

» Technical assistance relating to implementatioacofuis communautaire.

2. Academic research may be eligible for fundingarfar as it is targeted at one or more
of the priority sectors.



Article 7
(Programming Framework)

1. With a view to ensuring effective use of the Wegian Financial Mechanism funding
and without prejudice to Article 6 above, particustention will be given to the fields of
intervention outlined in the programming framewbsked in Annex B to this MoU.

2. Annex B shall be subject to review in the annualetings referred to in Article 5
above.

Article 8

(Specific Forms of Grant Assistance)

1. In accordance with the priority sectors refertedn Article 6 and with particular
attention given to the fields of intervention ondd in the Programming Framework referred
to in Article 7, the parties have agreed to essablwithin the overall amount referred to in
Article 3, the specific forms of grant assistanseetd in Annex C.

2. The Parties shall conclude grant agreementadagown the terms and conditions of
each grant commitment.

3. Annex C shall be subject to review in the anmaaktings referred to in Article 5
above.

Article 9
(Control and Access to Information)

The Norwegian Ministry of Foreign Affairs, the Qfé of the Auditor General of Norway and
their representatives have the right to carry oyt technical or financial mission or review,
they consider necessary to follow the planning,l@mentation and monitoring of projects as
well as the use of the funds. The Republic of Mahall provide all necessary assistance,
information and documentation.

Article 10
(Coordination)

The Republic of Malta and the FMO shall closely rclate the use of the Norwegian
Financial Mechanism with the use of the EEA FinahMechanism. All projects submitted to
the mechanisms shall be consistent with the RepulfiiMalta’s national priorities and
relevant arrangements with the European Union.

Article 11



(Governing Principles)

1. The implementation of this MoU shall in all asfgebe governed by the Rules and
Procedures of the Norwegian Financial Mechanismsaii$equent amendments thereof.

2. The Parties agree to apply the highest degrémméparency and accountability in the

implementation of the Norwegian Financial Mechaniss well as objectives and principles
of good governance, sustainable development andegeguality.

Article 12

(Entry into Force)
This MoU shall enter into force on the day of sigme.

kkkkkkkk

The present Memorandum of Understanding is sigmedwio originals in the English
language.

Signed in Oslo on Signed in Valletta

For the Kingdom of Norway For the Relpubf Malta



ANNEX A

THE REPUBLIC OF MALTA 'SMANAGERIAL SET-UP FOR THE | MPLEMENTATION OF THE
NORWEGIAN FINANCIAL MECHANISM

A. FOCAL POINT

The Planning and Priorities Co-ordination Division (PPCD) within the Office of the
Prime Minister (OPM) fulfils the tasks of thé-ocal Point. The Focal Point has the overall
responsibility for the management and coordinatibthe Norwegian Financial Mechanism’s
activities in the Republic of Malta, including tleerall responsibility for the use of funds,
financial control and audit (the latter in liaisavith the relevant national authorities as
explained below). Additionally, its responsibilgieinclude, but are not limited to, the
following:

- ldentification and selection of proposals to bewimrded to the Financial Mechanism
Office (hereinafter referred to as the FMO);

— Co-ordination of the implementation and monitorofgrojects;

— Ensuring regular reporting to the FMO on the impdamation of projects financed by the
financial mechanisms, as well as to immediatelypreany irregularities;

— Organise annual meetings with the Norwegian MiyisfrForeign Affairs;

- Ensuring information and publicity about availafieds and inform the general public
about the projects implemented under the Norwegiaancial Mechanism;

- Ensuring that project promoters are fully committadd equipped to successfully
implement projects;

- Give final beneficiaries the necessary guidancanture the proper implementation of the
projects (e.g. by drafting a manual of procedures).

In accordance with the Rules and Procedures, ti@DPRill ensure that financial control is
conducted in compliance with applicable rules. éing so, the PPCD within the OPM shall
ensure:

— Efficient and correct use of available funds;
- Complete and sufficient audit trails in all instians;
- Effective audits (by the relevant national orgatises) of approved projects.

These tasks shall be performed as described below.

Audit and Control
The Government of Malta is responsible for the ricial control and audit of approved
projects.

In accordance with Article 6.2 of the Rules anddenures and as listed above, the Focal
Point is responsible for ensuring that projects ianplemented in line with established
financial control procedures and sound financiahaggement. The Focal Point will carry out
spot checks and ensure follow-up of any action eéddllowing the spot check.



An audit trail will be prepared by the Internal Auénd Investigations Directorate in
collaboration with the Focal Point. Audits will lmonducted by the Internal Audit and
Investigations Directorate (IAID) within the Officef the Prime Minister. IAID is

completely independent from management (Focal Polie IAID will prepare the annual
audit plan and a summary of audit reports (of egehr). These documents will be
transmitted to the FMO by the Focal Point.

In line with article 6.2 of the Rules of Procedyrée National Audit Office (Supreme Audit
Institution) shall have the right to carry out asdon projects in line with national
procedures.

In addition, the Focal Point will have the dutypimvide the FMO with a copy of any other
report that is made by itself, the IAID or the Naal Audit Office on projects or other
activities related to the financial mechanisms.

Paying Authority

The Paying Authority is the EU Paying Authority it the Ministry of Finance. The Paying
Authority shall manage all operations related tmficial transactions. The Paying Authority
is responsible for ensuring correctness of all paymequests made to the FMO. The Paying
Authority will verify such payment claims and céytits correctness and accuracy to the
FMO. The Paying Authority will submit certified panent claims to the FMO and be
responsible for receiving payments made by the Rdthe Government of Malta.

The Paying Authority will also be responsible f@iding with the Treasury in order to effect
payments to final beneficiaries where Governmerg hat pre-financed the Norwegian
component of the project in question. The PayinghArdty will ensure that payments are
made without delays.

The Paying Authority is also responsible for kegpnecord of financial corrections and
ensuring that any funds owed to Government or ® RMO (arising from any financial
corrections) are collected and reimbursed.

The Paying Authority will liaise with the Focal Poiin developing the relevant procedures
with respect to financial management.

Payment Arrangements

The Government will pre-finance the Norwegian aradianal components of all selected
projects implemented by the public sector. In caglesre final beneficiaries are not from the
public sector, the Government may decide to prarioe the Norwegian component, but is
not obliged to do so. Where the Government doeprefinance the Norwegian component,
payments will be made to the final beneficiary omianbursement basis following receipt of
funds from the FMO to the Government of Malta. Tjgyment will be made by the Treasury
following authorisation by the Paying Authority. @mational component of all projects
implemented by the non-public sector will be pr@ddor by the applicant.



Public Procurement

Public procurement will comply the relevant natibtegislation, in particular the Public
Contracts Regulations of 2003. Procurement by ndiiporganisations will follow the spirit
and procedures (as far as possible) of the pubdicupement regulation.

B. ADDITIONAL IMPLEMENTING STRUCTURES
(Project Selection Committee and Monitoring Comedajt

Project Selection Committee

A Project Selection Committee will be set up by Bueal Point to assist in the selection of
projects. This committee will be chaired by the &oPoint and composed of relevant
ministries including representatives of the Minysiof Finance. The Project Selection
Committee will appoint ad hoc experts, as required.

The project selection committee will make the repwmndations to the Cabinet. Projects
approved by the Cabinet will be sent to the FMOafoproval.

The main functions of the Project Selection Coneeitare:

- Assessing eligibility of project proposals in lineh the priority areas;

- Ranking eligible project proposals in line with teria approved by the Monitoring
Committee;

- Drawing up a list of projects for each financial ahanism in line with order of
precedence established by ranking (the projecestsel for co-funding will be limited by
the amount available for the respective programrpigopd);

- Setting the rate of co-financing for each project.

Monitoring Committee

One Monitoring Committee will be set up by the HoRaint for both the EEA Financial
Mechanism and the Norwegian Financial Mechanismagsist the Focal Point in the
monitoring and the follow-up of projects. The Mamihg Committee will be broad-based,
comprised of members from relevant ministries, aloand economic partners, actors from
civil society and NGOs. The Monitoring Committeellde chaired by the Office of the
Prime Minister. The FMO will be invited to particife as an observer.

The Monitoring Committee will be responsible for mitoring the progress of selected
projects and for providing overall guidance to thecal Point on the efficiency of the
implementation of the EEA Financial Mechanism amel Norwegian Financial Mechanism.
The Monitoring Committee’s responsibilities inclydbeit are not limited to, the following:

- Monitoring the implementation of projects being-fmanced by the financial
mechanisms;
- Considering and approving selection criteria foergpions earmarked for co-financing;



- Periodically reviewing progress registered towaadhieving the specific objectives of
the assistance;

- Examining the results of implementation, particiylaachievement of set targets for the
different projects;

- Considering and approving the annual and final em@ntation reports before these are
sent to the FMO;

- As it deems fit, proposing to the Focal Point adyistment or review of the assistance in
order to improve its management (including finahsianagement).

- Be guided by the other relevant provisions of theleR and Procedures for the
Implementation of the Norwegian Financial Mechanp04-2009.

Co-Ordination Cells in Ministries

The Focal Point will be assisted by the EU Affddisectors in all line ministries with respect
to co-ordination of projects in the different sestoThe EU Affairs Directors will act as co-
ordination cell for all projects in the differerécdors and will liaise directly with the Focal
Point.

C. APPLICATION PROCEDURE
The Focal Point shall be responsible for administethe project application process.
Before the Focal Point submits the application tolte FMO

The Focal Point shall issue a call for applicatiom&e call will be published in the
Government Gazette and a press release throudbegha@rtment of Information. In addition,
the Focal Point will publish guidelines to assisitgmtial applicants in completing the
application forms. The application forms and guitesd will be accompanied by a set of
eligibility and selection criteria.

Applications from public sector organisations wiéed to be endorsed by the relevant
Permanent Secretary.

All project proposals will need to be submittedthe Focal Point within the stipulated
deadline and using the relevant forms. Incompled@gsals will not be considered eligible.

The secretariat to the Project Selection Commiéecarry out an initial review of the
applications and forwards the applications for eéawito the Project Selection Committee.
The Project Selection Committee reviews the prejeahd may ask for additional
information, ad hoc meetings with the applicants)xgert advice as required to fulfil its task.
Following the review of projects, the Project Sétmt Committee will rank the projects and
make relevant recommendations to the Cabinet f@rosal. Projects approved by the
Cabinet will be sent to the FMO by the Focal Pokpplicants whose application is rejected
(locally) will be notified by the Focal Point. Tmeain reasons which led to the decision will
be provided.

After the Focal Point submits the application to tle FMO



The Focal Point will notify the applicant of theopect's approval or rejection by the
Norwegian Ministry of Foreign Affairs. If the appdtion is approved, the Focal Point will
sign on behalf of the Beneficiary State a grantagrent with the Norwegian Ministry of
Foreign Affairs. After that the Focal Point wilkige detter of offer with the final beneficiary
which will form the basis of an agreement with thpplicant to ensure the correct
implementation of the project.



ANNEX B

THE PROGRAMMING FRAMEWORK REFERRED TO IN ARTICLE 7 OF
THE MEMORANDUM OF UNDERSTANDING OF THE NORWEGIAN FINANCIAL MECHANISM

Within the overall framework of the priority areasmtiened in Article 6 of the MoU, particular attemmi shall
be given to the Areas indicated below. The Norwegiaancial Mechanism aims to strengthen the bilateral
relations between Malta and Norway.

PRIORITY AREA FOCUS AREAS

1 | Conservation of « Revitalisation, conservation, renovation, modeisa
European cultural and adaptation of historical objects, which have
heritage, including European significance

public transport, and

- Condition monitoring and preventive maintenance
urban renewal

routines for historical objects and complexes; and
propose remedies

2 | Implementation of - Support of National Schengen Action Plans

Schengen Acquis - Strengthening police-cooperation in order to prepar

for membership in the Schengen information system

3 | Strengthening the - Improved standard of prison buildings and trainafg
judiciary personnel

« Educational programmes in prisons

« Improved health care and health information fosqmi
inmates

« Preventive action to reduce youth criminality

« Improved competence programmes and physical
conditions for asylum seekers and illegal immigsant

4 | Academic research - Fields of intervention as outlined in 1-3 above.




ANNEX C

SPECIFIC FORMS OF GRANT ASSISTANCE REFERRED TO IN ARTICLE 8 OF THE
M EMORANDUM OF UNDERSTANDING

Technical Assistance Fund

Measures relating to information on and the proarotf the possibilities of using funds from
the Norwegian Financial Mechanism, preparatioreohhical documentation, assistance of
experts and advisors, and support for particuldviies managed by the Focal Point relevant
to the implementation of the Norwegian Financialcki@nism.



