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Summary

The documentReport on the implementation of the European Economic Area Financial
Mechanism in the period from January 2008 to December 2008 fulfils the commitment
imposed on Poland in Article 5 demorandum of Understanding on the implementation of

the European Economic Area Financial Mechanism 2004-2009. Because the European
Economic Area Financial Mechanism and the Norwegkinancial Mechanism are
supplementary the Report covers issues common tto these Mechanisms. The statistical
data refer to the total allocation for the two Ficial Mechanisms.

The document describes the implementation progpégke Financial Mechanisms in the
2008, as well as presents the activities of insting involved in the implementation of the
Programme planned for the next reporting perioduday — December 2009.

The Report presents the progress of works as redledappraisal of applications send under
the second (2007) and third (the last one) calirfdividual projects and programmes, which
was announced in Ist quarter of 2008. The Repsa sthows statistics concerning the stage of
contracting and distribution of resources. Morepae regards the projects implementation
and monitoring the Report presents information be projects implementation status,
modification of projects and/or Project ImplemeiatPlans, as well as improvement of the
effectiveness of the implementation and monitopnacess. Furthermore, the document gives
information on the controls carried out at the lefeboth projects and institutions involved in
the implementation of Financial Mechanisms. It alsdudes the results of the researchs of
2008, which concerned the implementation of Fin@ndfechanisms. In addition, the
progress of works as regards the implementatiobletk grants was also presented. The
document also covers a review of information andlipity activities undertaken related to
the promotion of the results of the Financial Methms implementation in Poland.
Appendixes are an integral part of the Report. Thagsent a list of projects/
programmes/block grants accepted by the Donorsrapigmented in 2008 together with the
information on implementation status and progreskst of applications from llird call for
proposals accepted by the Polish side and forwa&thancial Mechanism Office, a review
of information and publicity activities undertaken2008, as well as the audit plan for 2009.

Introduction

Pursuant to Article 5 of th&emorandum of Understanding on the implementation of the
European Economic Area Financial Mechanism 2004-2009 the Ministry of Regional
Development (MRD), acting as the National FocahP@\NFP) for the implementation of the
European Economic Area Financial Mechanism (EEA FM) in Poland, preparedoaument
Annual report on the implementation of the European Economic Area Financial Mechanism

in the period from January 2008 to December 2008. The following document was developed
in line with the content of thBeneficiary State Reporting and Monitoring Guidelines of 16
January 2008. According to tleguidelines for the preparation of annual meeting of 21 June
2007 it shall be presented during an annual megleaxgned for 2009 of representatives of the
Polish side with the representatives of the Dontates of the Norwegian Financial
Mechanism — the Kingdom of Norway, the PrincipalifyLiechtenstein and the Republic of
Iceland. Prior to its submission to the representativesh&f Donor stateshe report requires
approval by the Monitoring Committee for the European Econonficea Financial
Mechanism and the Norwegian Financial Mechanism.



1. Review of the work progress as regards appraisabf individual projects and
programmes

In the year 2008 llird and the last call for proplssof individual projects and programmes
within the frameworks of resources available un&&A Financial Mechanism and the
Norwegian Financial Mechanism 2004-2009 took pladde total number of 2,720

applications was submitted under all three caligpfoposals.

By the end of 2008 the Donor states accepted 3@qis for the amount of approx. EUR
350.5 million. Donors are now evaluating 97 pragdacluding reserve projects).

The following summaries detailed information oniindual calls for proposals.

1.1 Ist call for proposals (5 September - 30 Noverab 2005)

As a result of Ist call for proposals, which cowem@l the priority areas, 169 projects are
under implementation for the total amount of apprBXJR 178.6 million. Three reserve
applications from Ist call (under Priority 2Rrotection of the environment, including the
human environment) await the decisions on co-financing from the DwsndVvoreover, 11
beneficiaries withdrew their projetts resigning from the possibility of co-financinghile 6
applications were rejected.

In case of 9 projects, submitted under Priorityr.dtection of the environment, including the
human environment, the Financial Mechanism Office in Brussels (FM€ported concerns as
regards the state aid. In line with the Europeam@dssion decision (of 14 January 2008)
issues related to state aid should be settled anBotaking into account the Polish influence
on selection of projects and the scope of conttet@sed over resources distribution.

Given the very long period of applications’ appati@bout 2 years) the MRD addressed the
FMO with a request to appoint an earlier date fostg eligibility and to consider the
possibility of increased costs of projects. Howetleese demands were not considered by the
Donors.

By 31 December 2008 the Donors approved 8 projmtserning state aid, while 1 project
was rejected by the Donors. Given the fact thatebeficiaries resigned from project
implementation, 3 projects covering state aid emglémented under Ist call for proposals.

1.2 lind call for proposals (2 January — 16 April 207)

As a result of lind call for proposals, which coserall priority areas except for measure 3 i.e.
Thermal modernisation works in public utility buildings, by the end of 2008 under Priority 2.1
Protection of the environment, including human environment MRD forwarded for appraisal to
FMO 206 applications (including 13 reserve appiaa). Donor states issued a positive
opinion for 147 projects for the amount of appr&UR 169.6 million. Moreover, 6
beneficiaries withdrew their projects, while 8 dpations were rejected by the Dorforstill

32 applications (excluding reserve applicationsaidthe decision of co-financing from the
Donors.

For 9 projects submitted under Priority 2dotection of the environment, including human
environment issues related to state aid were identified. Tipregects await Donors’ decision,
5 are under implementation and 1 application wakdsawn by the applicant.

! The NFP forwarded next reserve applications td"#© in the place of rejected projects.

2 Additionally, 4 applications — under Priority 2(2 applications), 2.6 and 2.3 were rejected by Fli®viding the
possibility to be submitted again after considetimg Donors’ remarks. The Steering Committee faorRRy 2.6 decided not
to submit the rejected application for the secame t while in its place it recommended another igpfibn from the reserve
list. The applications from Priority 2.1 and 2.3revsubmitted again.



1.3 llird call for proposals (1 February — 31 March 2008)

Third call for proposals for individual projectscaprogrammes took place from 1 February to
31 March 2008. The amount of EUR 60.61 million i@®seen as support for the projects.
The call for proposals concerned the following Btyoareas: 2.2Promotion of sustainable
development, 2.4 Human resources development, 2.7 Implementation of Schengen acquis, 2.8
Protection of the environment, with a particular emphasis on strengthening the administrative
capacity, 2.9 Regional policy and cross-border activities and 2.10Technical Assistance
relating to the implementation of acquis communautaire.

Within the call 126 applications were submitted fbe total amount of approx. EUR 132
million. Compared to the previous calls, closedn times less applications were submitted,
however it should be noted that in the third calt proposals it was possible to apply,
primarily, for non-investment priorities, which gaally enjoy less popularity among the
applicants. The table below gives more detailsiwithe scope.

Priority Number of The applied amount of The allocation for IlI
applications financing in EUR under call in EUR
submitted under IlI 1 call
call
2.2 Promotion of 23 10,106,959 7,400,000
sustainable development
2.4Human resources 31 22,678,162 8,885,000
development
2.7 Implementation of 28 79,395,987 22,700,000
Schengen acquis
2.8Protection of the 8 3,285,264 4,660,000
environment
2.9Regional policy and 32 15,127,638 15,280,000
cross-border activities
2.10Technical Assistance 4 1,413,620 1,690,000
relating to the
implementation of acquis
communautaire
Total 126 132,007,630 60,615,000

1.3.1 The progress of works as regards applicatioragppraisal

By the end of 2008 MRD forwarded 58 applicationsclfiding 3 reserve applications) to
FMO, which were approved by the Polish side. Dastates issued a positive opinion for 6
applications for the total amount of financing ppeox. EUR 2.3 million. Three projects were
rejected. 49 projects from the basic’listill await the Donors’ decision.

1.3.2 Detailed statistics concerning the third cafior proposals

During llird call for proposals the following Prities: 2.9Regional policy and cross-border
activities, 2.4 Human resources development and 2.7 Implementation of Schengen acquis
enjoyed the greatest interest

The Diagramme below shows the amount requestedcdsfinancing under Financial
Mechanisms divided into individual priority are®&i% from the requested amount follows
from applications submitted under Priority 2.plementation of Schengen acquis. The
amount exceeded the allocation available underRhisrity almost four times. As regards

% Appendix 1 presents the list of applications fridimdl call accepted by the Polish side and forwartte FMO.



three Priorities (2.8, 2.9, 2.10), the amount restpek for financing under the Financial
Mechanisms did not exceed the allocation foreseea fiven Priority (see Table below).

Amounts requested for financing under the Financial Mechanism

divided into Priorities

2.9 210 22
2L 11% 1% 8% 2.4

@7 %

2.7
61%

As for types of applicants, the greatest share ngeld to the government and central
administration entities, i.e. 33% - in contrastlsd and lind call where the majority of
applications were submitted by the local governnegnities — 57% and 54%. It follows from
the fact that llird call excluded the possibility apply within four Priorities, including three
investment ones (2.Brotection of the environment, 2.3 Conservation of European cultural
heritage, 2.5 Health and childcare), which showed a significant share of local goveent
entities in the previous calls.

A large number of government and central admirtistnaentities applying for financing was
recorded under Priority 2.Tmplementation of Schengen acquis (among 28 submitted
applications 25 were submitted by government amdraeadministration entities). Moreover,
the aforementioned type of applicants also padieip under other Priorities (2Human
resources development, 2.8 Protection of the environment, with a particular emphasis on
strengthening the administrative capacity, 2.10 Technical Assistance relating to the
implementation of acquis communautaire). The significant participation of NGOs shouldals
be emphasised — 29% of these type of organisaippied, primarily, under the following
Priorities: 2.2Promotion of sustainable development, 2.4 Human resources development and
2.9 Regional policy and cross-border activities.

The Diagramme below presents the percentage sharéiwdual applicants.



Applications submitted, according to types of appli cants
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The number of submitted applications divided intalividual voivodeships looks the
following way. The greatest number of applicationas submitted in the Mazowieckie
Voivodeship, whichjnter alia, results from the fact that many applicants wereegnment
and central administration entities which havertBeats in Warsaw. If from the total number
of applications we deduct the number of applicaisnbmitted under Priority 2.7 and 2.10,
which are national projects, still Mazowieckie Vodeship has the greatest share of projects
in the total number of applications and their numdseceeds almost two times the number of
applications submitted in the Matopolskie Voivodeshivhich comes second when we look at
the number of submitted applications. It is wortticing that no application was submitted
by either Opolskie o$wictokrzyskie Voivodeships.

The Diagramme below presents the overall numb&4afubmitted applications divided into
individual voivodeships (excluding applications sutted under 2.7 and 2.10).
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1.3.3 Projects in partnership

In 2008, during the appraisal of applications fridimdl call for proposals, it was observed that
the number of projects in partnership with naticanad foreign institutions increased, which is
shown on the Diagramme below.

Percentage share of projects submitted in partnersh with national and foreign
institutions in Ist, lind and Ilird call
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Comment: For Ist and lInd calls the consideredgmtsj are those which received Grant Offer Lettéigneas for
llird call — projects which received a positive @tton from the Polish side and were forwarded to®-M

Among 58 applications from the basic list of llledll, which received a positive decision
from the Polish side and were forwarded to the Fi®were submitted in partnership with
national and foreign institutions, which is 48%.cAading to the Diagramme above it is the
greatest share of projects submitted in partnershisidering all three calls (Ist call — 17%,
lInd call — 43%). The greatest number of partngrgiiojects was submitted under Priority
2.9 Regional policy and cross-border activities — 13 (72% of all projects submitted under
Priority 2.9), which follows from the specific natuof the Priority.

Number of partnership projects submitted in Ilird c all divided into Priorities

2.2:5

. 2.7:3
2.8:2

2.9:13
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Among 28 partnership projects, 24 projects werenstibd in partnership with a foreign
institution. 17 projects include partners from Dostates (16 projects - from Norway, one -



from Iceland). 6 projects were submitted in pargthgy with Ukrainian entities, and two per
each partnership projects with Belarusian and Gerimstitutions.

Among 17 projects submitted in partnership withtitnions from Donor states the greatest
number (i.e. 7) concerned Priority 2Regional policy and cross-border activities (see
Diagramme below)

Number of projects submitted in llird call in partn ership with an institution from a
Donor state divided into Priorities

2.2;3

2.9;7 ——

o
27:3

L

24,4

2. Review of the work progress as regards implemeation and monitoring of individual
projects and programmes

2.1 Progress as regards contracting and payments

By the end of 2008 the Polish side receipeditive decisions on co-financingGrant Offer
Letters- GOL) for 322 projects for the total amount of over EUR 350.5 million, ialn
consists in over 78% of resources allocated ungerFinancial Mechanisms for individual
projects and programntes

The financing granted by the end of 2008 underriyi®.3 Conservation of European
cultural heritage used the allocation available for that Priority9®%. Similar was also the
situation as regards Priority 2A&&ademic research. However, it should be emphasised that
the last call under these priorities took plac007. Details are presented on the Diagramme
below (as of 31 December 2008).

4 Appendix 1 presents the list of applications frdhdicall with an indication of the applicationstsuitted in a
partnership, which were positively evaluated byRoéish side and forwarded to FMO.

> The list of all projects which received the Gradifer Letter (marking these, which have signed Gran
Agreement with Beneficiaries) is presented in Agper2. The table also indicates completed projestsich
will be discussed in the following part of this oep



Share of granted financing in the amount allocatedor a given Priority
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On the basis of Grant Offer Letseawarded by the Donors the MRD conclud283
agreementswith the Committee of the Financial Mechanisms/anthe Norwegian Ministry
of Foreign Affairs. The signed agreements amoumvier EUR 326.7 million, which is over
72% of the total allocation for individual proje@sad programmes. Within the frameworks of
the aforementioned agreemettie Intermediate Bodies and Auxiliary Institutions signed
240 agreementswith Beneficiaries for the amount of approx. EUB92illion. Details are
presented on the Diagramme below (as of 31 DeceRiii).

Number of agreements signed with Beneficiaries
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In 2008 the greatest number of projects i.e. 7§pts, were implemented under Priority 2.1
Protection of the environment. The majority of these concerned investment tasksted to
thermal modernisation works in buildings or constien of water and sewage systems.
However, taking into account the value of impleneenprojects, Priority 2.Fmplementation

of Schengen acquis was of primary importance. The agreements condudéh Beneficiaries
under this Priority amounted to over EUR 82.5 miili Projects implemented under this
Priority are of an investment nature and they nyaiobnsist in purchase of specialist
equipment, hence they are projects with high lefeéxpenditure. An average value of a
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project implemented under Priority 2mplementation of Schengen acquis in 2008 was over
EUR 4.5 million, compared to the average for aibfties - EUR 1.2 million.

In 2008 Beneficiaries of individual projects andogmammes receivegayments in the
amount of oveEUR 65.6 million, which consists in almost 23% of the amount okagrents
signed with Beneficiaries for projects implemerdati

The Diagramme below presents the state of contiaatnd expenditure.

State of contracting and expenditure for individual projects and programmes -
31 December 2008
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The greatest amount of resources was paid to Beamedis under Priority 2.Protection of
the environment (payments to the amount of EUR 20.95 million) &8 Conservation of
European cultural heritage (EUR 18.72 million). However, the greatest shateesources
paid in the total amount allocated to agreemermysesl with Beneficiaries was a feature of
Priority 2.5Health and childcare, under which Office for Foreign Aid Programs indfté
Care implemented payments to the amount of over Bl3Rnillion, which was approx. 42%
of resources contracted with the beneficiaries @m@nting projects under the Health
Priority. The share of paid resources comparedh® amount allocated to the signed
agreements in individual Priorities looked thedualing way (as of 31 December 2008).
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Share of paid funds in the total amount of signedgreements
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The lowest expenditure compared to the plannedveae in Priority 2.8Protection of the
environment, with a particular emphasis on strengthening the administrative capacity, which
was caused by the specific nature of the Priotityas of non-investment character which
influenced slower distribution of resources by tBeneficiaries despite efficient projects
implementation. Similarly, the non-investment cltéga of projects and long-term
implementation perspective, which determines distron of payments in a longer time
period, caused that lower expenditure was alsodn@ie other soft Priorities 2.4Human
resour ces development and 2.9Regional policy and cross-border activities. Moreover, at the
end of 2008 Priority 2.7 Implementation of Schengeqguis was also characterised by a low
level of using its allocations. Prolonging procusst procedure concerning supplies of a
large value resulted in delays in payments. Morgol®v level of payments also follows
from the fact that Beneficiaries incur the greatespenditure in the final stage of
implementation, when the tenders are implementexhck, it is expected that the delays in
payments for Priority 2.7 will be rapidly eliminate

Furthermore, by the end of 2008 payments were impiged forOperators to the amount of
approx.EUR 25 million (approx. 34% of the amount contracted with the r@ues?.

In general, as of 31 December 200&ler individual projects and programmes as well as
block grants approx. EUR 90.6 millionwere spent, which consists in close2&#b6 of the
amount contracted by IB/Al with the BeneficiariesdaNFP with the Operators. On the
whole, until the end of 2008 the expenditure obueses from the Financial Mechanisms was
lower compared to the assumptions following frorR.PThe delays result primarily from the
delays which occurred in the first months of impégration of individual projects under
Financial Mechanisms and from the complex systesubfmitting Project Interim Reports by
Beneficiaries. However, in 2008 the implementatiérihe majority of projects entered in an
advanced stage, following which in the last morth®008 the level of reimbursement of
expenditure for beneficiaries increased and thereafentioned delays were gradually
eliminated.

According to the cash flow system operating betwPefand and Donor states, Poland is
entitled to use the advance payments funlorking capital, established in the amount of
EUR 30 million. Resources from this fund are altedato reimburse to the State budget the

® More on the issue in the Chapter devoted to th@eimentation of Block Grants.
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payments transferred earlier to the Beneficiaries the implementation of projects co-
financed from the Norwegian Financial Mechanism #ii@dEEA Financial Mechanism.

The Working Capital fund resources in the amount of EUR 30 million eveansferred to the
bank accounts of the Financial Mechanisms on 21Lalgn2008. In 2008 the State budget
received from this fund respectively from the Nogwem Financial Mechanism — EUR
16 166.975 and from the EEA Financial MechanismURE30 321 759.53. Moreover, in
2008 transfers from the Financial Mechanism Ofticeghe account of th&Vorking Capital
fund (as of the end of 2008) were shaped in theoiohg manner: from the Norwegian
Financial Mechanism - EUR 30 979.783, and from EiA Financial Mechanism — EUR
45 616.734.

As regards the assumptions included inWaeking Capital Guidline concerning confirmaion
of payments by the Polish side and making reimlmnesd to Beneficiaries, all deadlines for
the submitting Project Interim Reports indicatedhie aforementioned document were moved
to the documents regulating the issues on the Paiide, in particular to provisions of
agreements, which are signed by individual Benafies and provisions on agreements
between individual institutions involved in the pess. The established time frameworks are
generally met by individual Beneficiaries, which @¢snfirmed, inter alia, in on-the-spot
controls of projects implementation and by the bdlai Focal Point and the Paying Authority.
However, for some projects or priorities the veation process of Project Interim Reports
carried out by the Intermediate Body/Auxiliary linstion is sometimes prolonged due to the
fact that the deadline of 15 working days is inight to verify Project Interim Reports in
the case of the so-called soft projects which revery extensive accounting documentation
confirming the incurred expenditure. Additionallthe need to correct or supplement the
documentation by the Beneficiaries on the reque#BM@\l significantly extends the process
and can result in moving the deadline. Whereasmeays to Final Beneficiaries are made
within the time limits determined in the aforementdWorking Capital Guidline .

2.2 Decommitments

In line with the existingRules and procedures for the implementation of the Financial
Mechanisms, by the end of October 2008 the National FocahPmiesented to the Donors the
applications for decommitments, that is releaseesburces for projects in almost all priority
areas for the total amount of EUR 8 million. Thdeased resources concerned savings
generated under the implemented projects with tmeatgst share of Priority 2.7
Implementation of Schengen acquis (because of high value of projects) and Priorit§ 2.
Protection of the environment, where the projects were on the most advancece stédg
implementation.

The resources decommited from the aforementionefeqs and resources generated as a
result of rejecting a project from the basic list@signation of a Beneficiary will be allocated
to the implementation of reserve projects.

The National Focal Point suggested allocating laél obther resources, not contracted for
individual projects, to increase the block granddpet -Cultural Exchange Fund.

2.3 Reallocation of resources under Financial Meclmsms
In 2008 three major reallocations of resources warded out, which in line with the Acts of

the Committee of the Financial Mechanisms introduokanges into the allocation of
resources between individual priority areas.

13



The first reallocation of resources between piesittook place on 14 March 2008. The
reallocation concerned transfer of free financesaurces in the amount of EUR 8 717.484
from the allocations awarded to Priorities: Re&jional policy and cross-border activities, 2.8
Protection of the environment, with a particular emphasis on strengthening the administrative
capacity and from the allocation under the Technical Aasiseé Fund and the general reserve
of the Financial Mechanisms to the financing okree projects submitted under Priority 2.3
Conservation of European cultural heritage and projects submitted under Priority 2.2
Promotion of sustainable devel opment.

On 30 July 2008 the Monitoring Committee implemerttge second reallocation of resources
between priorities. Reallocation concerned thesfiemof free financial resources from the
allocations awarded to Priorities: Z2Romotion of sustainable development, 2.3Conservation

of European cultural heritage, 2.9 Regional policy and cross-border activities, 2.10Technical
Assistance relating to the implementation of acquis communautaire and the financial reserve
of the Financial Mechanisms to the amount of EUB55.569 for the financing of projects
from the basic list and other projects from thesres list submitted under Priority 2tealth
and childcare. The Committee Decision on transferring free resesirto co-financing of
selected projects submitted under Priority Bliéalth and childcare was a result of a very
large number of applications submitted for finagcumder this Priority. Moreover, by means
of a Committee Decision resources in the amounEQR 2 840.054 were transferred to
financing of selected reserve projects under Ryi@:i7 Implementation of Schengen acquis.

On 13 November 2008 the Monitoring Committee immated the third reallocation of
resources between priorities. The amount of EURLB./4 released under Priorities 2.8
Protection of the environment, with a particular emphasis on strengthening the administrative
capacity and 2.9Regional policy and cross-border activities was reallocated to co-finance
selected reserve projects submitted under Pri@yHealth and childcare. Moreover, the
allocation for Priority 2.6Academic research was increased in order to finance a reserve
project.

2.4 The projects implemantation status

Given the quarterly reporting data, the projectplemantation status is much differentiated
compared to the one assumed in Project Implement&tian (PIP), what results from many
factors.

For individual projects and programmes frdésh call for proposals the indicator of project
implementation calculated according to the finandiata reported by the beneficiarids
79.06% which implies that over % of the plan foreseerihi@ Project Implementation Plan
was implemented. The highest compliance of progesssegards project implementation
compared to the plan can be observed in Priori8yChnservation of European cultural
heritage (over 88%) and the lowest in Priority Z4iman resources devel opment (44%).

The reason for this state of affairs is undoubtetlilg nature and specific character of
individual projects. For soft projects, such aggrts onHuman resources development, it is
especially difficult to keep in line with the preusly established schedule because of the
large number of activities to be implemented aredltinge number of Final Beneficiaries, this
in turn causes that for this type of projects ihézessary to be flexible as regards evaluation
of their implementation.

" As of 31 December 2008 in line with the existiegarting system the available financial data cornenfthe
periodic reports for I-Ill quarter of 2008 and thieym the basis for the statistics. The reportd\dmuarter of
2008 are submitted to the NFP until 15 February9200
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It is noteworthy that over the time, compliancelef indicator of project implementation with
the plan included in PIP increases. According eodfatistics for | quarter of 2008 65% of the
plan was implemented, in Il quarter the indicatasw 6%.

The Diagramme below presents the data for indiViguarity areas as regards projects from
Ist call for proposals (as of the end of Septen20€8).

Advancement stage of projects implementation (I cal )
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As regards individual projects and programmes figmd call for proposals the project
implementation indicator calculated according tce tfinancial data reported by the
Beneficiaries is only14.10% In this case, the relatively low indicator resdhlism the time
shifts in the project implementation plans as altesf both receiving the Grant Offer Letter
and signing the agreements in the lind quarter @#82and the initial stage of projects
implementation. It is expected that in the nextryea2009, the implementation of the
aforementioned projects will increase and the egaielays will be eliminated.

Considering the above datar projects submitted in Ist and lind call for pro posalsfor
projects implemented in 2008 under Financial Me@®raa the projects implementation
indicator compared to plans included in PIRIl@sse to 50%.lt is a reflection of the need of
modifying Project Implementation Plans, which sHadl discussed in the following part of
this report.

2.5 Modifications to projects and/or Project Implenentation Plans

The experience from the implementation show thitrge number of projects are modified

during their carring out. Estimates as of the en20®8 show that approx. 47% of all projects
which received the Grant Offer Letter are modifi€@h many occasions, modifications in

projects were introduced also before the day ofisg the agreement with Beneficiaries,

therefore the data presented below concern noégopwith agreements signed but projects
which received Grant Offer Letter

The following Diagramme shows that in 2008 modiiizas to projects were introduces in

every priority area. The majority of changes wetentified in Priority 2.1Protection of the
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environment which results from the fact that under this ateadreatest number of projects is
implemented (compared to the total number of ptsjecDetails are presented on the

Diagramme below — as of 31 December 2008.

108

Number of projects
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29 210

8 Modified projects

B Pprojects which received GOL

In summary, by the end of 2008 approx. 228 differerodifications were identified as
regards projects which received GOL in 2008. ltudtide also noted that one project could
have been modified many times, and one complex finmation could have covered some

different types of modifications.

The most common and significant types of modifmasi include the following: prolonging
the project implementation, shifts of financial oesces between Activities and/or budget
categories, increase in the project costs, modidicaof indicators and modification of the

scope of the project.

The following Diagramme illustrates the percentagjstribution of the aforementioned

changes — as of 31 December 2008.
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Joining together reporting periods was the mostrmom modification, which consisted in
approx. 26% of all modifications. It was used asnathod of more efficient and faster
settlement of projects, as well as a measure ptiexgedisruption of their financial flow.
Extension of the scope of the project was ugetdy alia, as a measure enabling to use the
whole amount of the granted financing in case afsadl resources appeared under a project,
e.g. savings after settlement of procurement pnaesd Reduction of the scope of the project
however most commonly occurred as a result of periftg part of the works before the
starting date for the eligibility of costs.

Increase in costs, resulting from price increasatiqularly at the construction market (more
expensive materials and labour force), affectingstigoinvestment projects implemented
under Priorities 2.1, 2.3, 2.5, 2.7 caused a neeénsure additional financing sources.
However, it should be emphasized that despite tfiieudt situation of Beneficiaries, they
managed to assign additional resources which madepossible to continue the
implementation of projects. .

As a result of delays in launching the projectspostponements resulting from seasonal
works, or long-lasting procurement procedures festment projects Beneficiaries applied
for PIP modification concernig the projects prolatign. In some cases the postponement of
the deadline for the completion of projects wassedusolely by the need to settle all
expenditure, which though invoiced in the implenagion period were paid in the following
months. On the basis of information gathered by NfFRas estimated that the projects
prolongation was extended in approx. 37 cases,wisi@approx. 16% of all modifications.
Projects prolongation gave the Beneficiaries appatg spare time for eliminating delays or
for implementation additional tasks resulting fréime extention of the project. As a result of
the above, there is no risk that project will netitmplemented within the eligibility deadlines
determined by the Donors.

Beneficiaries also often recorded the need to ngpdi-date or correct the table of indicators.
Most commonly, it was a result of a verificationetlindicators at the initial stage of
implementation (for the needs of procurement praoces), especially for investment/
construction projects under Priority 2.1. In majprof cases FMO did not introduce the
requested modifications into the Project ImplememtaPlan recommending reporting the
existing discrepancy in the Project Interim Reports

2.6 Increasing the effectiveness of the implementah and monitoring process

Given the large number of requested and introdyregect modifications, as well as their
different nature and character, during the yeai820@ Polish side currently discussed with
the Financial Mechanism Office solutions, which Vebbelp to increase the effectiveness of
projects implementation and minimalise the riskdefays in their carring out and financial
settlement.

a) Modifications in the template of Grant Agreement

On 11 February 2008 the Financial Mechanism Officedified the template of Grant

Agreement concluded between Donors and NationablFBoints by enclosing the Grant
Offer Letter to the standard version of the agre#imé made it possible to avoid mistakes in
the agreements and eliminated the need to send llaeinto the FMO to be corrected. The
simultaneous transmission by the Financial Mecmar®fice of the Project Implementation

Plan together with the Grant Offer Letter was asounquestionable improvement. Now the
PIP must be filled in and sent back together with &cceptance of the Grant Offer at the
latest.
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b) Change in the reporting procedure as regards imease in costs

As a result of discussions conducted between the &tel the FMO, on 21 April 2008 a new
procedure of reporting increase in costs was imefead, which constitutes in introducing to
PIP and Project Interim Reports a category of dled¢aron-reimbursed eligible costs. This
regulates a problematic issues of changes in thanding rate, and what relates to it,
modifications of PIP every time when the amounglafible costs increases, for example after
settling a tender. The above made it also possibfgesent the actual budgets for Activities
covered by PIP.

c) Defining a number of activities for the needs oPIP (monitoring and reporting)

Given the efforts to accelerate the process of mhgwp a list of activities, as well as
avoiding prolongations as regards the process ttifngethe final version of PIP, and what
relates to it signing grant agreements, correspwal@vas exchanged in order to determine
the optimal method of drawing up activities.

In a letter of 11 August 2008 the Financial MeckaniOffice presented its official position
on dividing projects into Activities for the purposf PIP. The National Focal Point pointed
to the fact that it is justifiable to keep the @mt stand which is targeted at reducing the
number of activities in a manner to illustrate oty key elements/results of the projects.
Moreover, the NFP recommends combining Activitiebjch are to be implemented under
the procurement procedure, to reduce the numbeross$ible future project modifications
related to reallocation of costs.

e) Procedure of introducing modifications into a poject/Project Implementation Plan

In December 2008 the Financial Mechanism Officeetlgyed a document establishing the
evaluation criteria for modifications to projectadastandardising the issue of introducing
modifications, as well as a method of their consitien. Implementation of the procedure
enabledjnter alia, to issue by FMO positive decisions on reallogatid resources between
Activities and/or cost categories, in case of sgwimegarding those Activites which are
implemented under one procurement procedure. Befi@aforementioned procedures were
authorised the decisions on the above issues wagatime or suspended for many months,
which had a negative influence on the implementapimgress of the projects concerned.
The NFP is of the opinion that from the perspectif/¢he efficiency and effectiveness of the
implementation process not all issues have beaivebsin a positive way. One of these is no
possibility to use the resources released in caebleorojects for which the Project
Completion Report was submitted to the FMO afte©81ober 2008. It should be emphasised
that FMO received only 6 such reports. The NFPhwaiview to achieving the highest level of
expenditure of the allocation submitted, suggedtedautomatically decommit the free
resources from completed projects (when the Prdpmrnpletion Reports were submitted
before the deadline for contracting, i.e. 30 ABAD9) and transfer them to other projects.
Moreover, considering long waiting time for decrsoon modifying projects issued by FMO,
the NFP recommended to establish more preciselglidea concerning the decisions..

f) Improvement of circulation of Project Interim Reports between the Polish side and
the Financial Mechanism Office

In order to prevent the accumulation of significalglays in the financial settlement of
projects, arising as a result of long-term proceduwf introducing modifications into projects
and in connection with the increasing number ofjgots in an advanced implementation
stage, the NFP organised a meeting with the reptatsees of FMO which covered the
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possibilities of improvements affecting the accafien of a payment claim process, and
thereby improve the payments flow and faster psgyie implementing projects.

As a result of the meeting it was established ttatelevant changes shall be introduced into
the system on the Financial Mechanism Office sitleese changes includénter alia,
improvement of the electronic system for generaBngject Interim Reports for Beneficiaries
by the FMO, enabling the Beneficiaries to draw upeat Project Interim Report when the
previous one is still verified by the FMO and makihe Project Interim Reports independent
from the Project Implementation Plan modificatiorogess. Considering the fact that these
arrangements were established in the last quar20@8, these changes have been gradually
introduced from the middle of December 2008.

2.7 Completed projects

Until the end of 2008 the Beneficiaries completatblementation of 16 projects. The
majority of projects were completed under Prioryl Protection of the environment,
including human environment. These were the projects of investment charaaacerning
thermal modernisation works in public utility buitds. Works mostly consisted in installing
thermal insulation on walls, replacing door anddaws, as well as modernising heat sources
and heating system. Hence, the projects financea tfarge extent from the Financial
Mechanisms contributed to reducing the amount déints emitted into the environmént
Moreover, one project implemented under Priority Bealth and childcare and one under
Priority 2.7 Implementation of Schengen acquis were also completed. The two
aforementioned projects enabled to create a publiceation areas, run after-school and
integration classes in Bydgoszcz and equip thesRofustoms Service with means of
transport.

By the end of 2008 the Ministry of Regional Devetent of Poland received 8 Project
Completion Reports drawn up by individual Benefiga, which were positively verified and
forwarded to FMO. Furthermore, the NFP receivednmiation that 5 of these reports were
accepted by the Donors, which formed a basis to th&y final payments to these
Beneficiaries.

The longest period of implementation belonged tpraject submitted under Priority 2.5
Health and childcare, which was implemented from July 2007 to Septem®@®8 (15
months). It results from the nature of the taskglémented under this project, especially the
component concerning after-school and integratiolasses. The average project
implementation period of completed projects is atrs@ven months.

2.8 Control of project implementation

In line with the management and implementation esysof the Financial Mechanisms in

Poland the following institutions are entitled terfporm control: the National Focal Point,

Intermediate Bodies/Auxiliary Institutions, Audinhdtitutions and experts selected by the
Financial Mechanism Office.

In 2008 the Polish side controlled 43% of projentplemented under Ist and Iind call (108
projects).

8 More on the issue in the Chapter devoted to thpradgml of projects implemented under Financial
Mechanisms.
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Stevisits by IB/Al and NFP of projects implemented in 2008 (in %)

Priority % of controlled projects
2.1 Protection of the environment — investments 54%
2.2 Promotion of sustainable development 40%
2.3 Conservation of European cultural heritage 31%
2.4 Human resources development 15%
2.5 Health and childcare 63%
2.6 Academic research 19%
2.7 Implementation of Schengen acquis 55%
2.8 Prptection of the environment — administrative 16%
capacity

2.9 Regional policy 50%
2.10 Acquis communautaire 100%
Average 43%

However, excluding the projects from Iind call, aiiimplementation was launched only in
the middle of the year and the site visits were plahned in such an early phase of their
implementation, the percentage of projects comdolly the Polish institutions is 62% (103
controlled projects out of 165 implemented oner).addition, it should be noted that in
Priorities in which a smaller number of projects swanplemented, the percentage of
controlled projects was higher or it even amountetio0%.

Site visits in 2008
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In 2008 Intermediate Bodies/Auxiliary Institutioas implementing authorities in individual
Priorities carried out site visits in case of 96jpcts. The results of these visits were positive.
The projects are implemented according to assumptmd guidelines. The settlement is run
correctly (to a large extent thanks to trainings Beneficiaries organised by Intermediate
Bodies/Auxiliary Institutions and the NFP, as wels the current contact between
Beneficiaries and project supervisors in relevastiiutions). The scope of works is in line
with the financial advancement. No significant esror irregularities were identified. Only
minor faults were observed concerning the followisspes:
» Sufficiently early preparation by Beneficiaries nfadtions to PIP, together with
necessary information (with a detailed descriptidrintroduced modifications) and
required justification for introduced modificatigns
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» Incompliance with information and publicity rulesspecially proper marking of the
seat of the project's office, equipment, materi@ieeated during the project
implementation and proper placing of billbords amahcing sources and running the
project publicity campaign in line with the scheslof Project Implementation Plan.

» Transgressions of public procurement procedunetsr alia, careful, precise and
reliable preparation of the specifications relattogthe tendering procedure, proper
and smooth carrying out of a public procurementcedure and due selection of
contractors. However, these transgressions do ffettathe correctness of the
conducted procedures.

Beneficiaries of monitored projects were given vald corrective measures and
recommendations in the follow-up information.

In 2008 the National Focal Point carried out 24 sitsits. The scope of controls covered,
inter alia, whether the conditions for co-financing and emsuproper implementation of
agreement were meet, substantive and financial r@ssgin projects implementation,
timeliness and reliability of preparing information periodic reports and risk related to
project implementation. Results of site visits eafrout by the NFP did not raise any doubts.
The implementation of controlled projects runs sthiyo and properly. The follow-up
recommendations forwarded to Beneficiaries mostrmonily concern:

» Better use of instruments for projects informatod publicity transfeninter alia, up-
date of websites, placing information boards andhorél plaques, as well as running
promotions in line with declarations included ie tAroject Interim Report.

* Monitoring of risk factors identified in the projiscand undertaking all preventive
measures;

* More reliability in timely transfer of reports, Reat Interim Reports and applications
for modification of Project Implementation Plans;

* The need to up-date Project Implementation Plahimwithe substantive and financial
scope, as well as preparation of PIP modificatiathiw the deadlines set in the
agreement.

Moreover, the NFP conducted systematic site visit@ll Intermediate Bodies/Auxiliary
Institutions and Operators, i.e. Ecorys Sp. z ®olska, Cooperation Fund Foundation
(Operators of NGOs grants) and Information Proces€entre. The NFP also made site
visits in the Paying Authority and Audit Institutio

Results of system visits carried out by the NFPrbtlraise any doubts. The most common
follow-up recommendations concernéater alia, making every effort to transfer the verified
and accepted Project Interim Reports and quantedgrts on time in line with the Monitoring
System. Moreover, the recommendations covered wramgt of the timeliness of transferring
documents by the Beneficiaries and exercising thessdlines within the scope of IB/AI
competences and capacities, as well as consultid &ails prepared by Al with the audit
trails of IB to guarantee their cohesion.
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3. Research carried out within the scope of implenméing Financial Mechanisms

3.1 Mid-term evaluation carried out in all Beneficary states

The evaluation was performed on the request oNbevegian Ministry of Foreign Affairs
and it was carried out by the PricewaterhouseCsop@rering all 15 Beneficiary states of the
Financial Mechanisms.

In three Beneficiary states case studies were peed on the basis of interviews with
persons responsible for the programme implememtatiahe national level. Apart from the
Czech Republic and Estonia the case studies wecepa@rformed in Poland. The analysis
covered the period from launching the Financial Medsms in 2004 to March 2008. The
mid-term evaluation aims at providing guidelinetiag to the current financial perspective,
as well as the future programming period.

As regards Poland the evaluators highlighted tloddriel is the largest recipient of aid (gross
EUR 558.6 milliofl) and as the only country it implements projectslarnall ten priority
areas. For this reason, Poland as the only couhtayyn up an Operational Programme based
on the current standard and experiences withirstlogpe of implementing aid programmes.
The report emphasises that Poland is also the oaiyntry which received an advance
payment at the national level in the amount of ERRmillion (so-called working capital).
The evaluators also pointed to the detailed antbtigh manner of carrying out applications
appraisal and small number of applications rejettgdhe Donors. It was also noted that
Poland set up a pre-financing system of paymentBémeficiaries from the State budget,
while in the majority of countries operates a clstv system established by the Donors. As
regards the level of expenditure, according todda from Ist quarter of 2008 (the period of
carrying out evaluation) Poland was ranked secomong the Beneficiary states of Financial
Mechanisms.

3.2 Review of Polish projects concerning energy sags and renewable energy sources
financed under Financial Mechanisms

In October and November 2008 a review of Polisgats concerning energy savings and
renewable energy sources financed under the Fialakt@chanisms was carried out on the
request of the Norwegian Ministry of Foreign AffairThe review was performed by the
consultants from Scanteam, a company with itsise@slo and Proeko CDM with its seat in
Warsaw. The review was aimed at evaluating thelteeand outcomes of the aforementioned
projects implementation.

It should be highlighted that conclusions from tegiew are based on assumed results and
outcomes, because during the review the majorifyrojects were still under implementation
or have just been completed. The review concerdecb&inanced projects (52 out of which
concerned educational establishments), which redesupport under Financial Mechanisms
to the amount of approx. EUR 41.4 million.

In line with the review it is estimated that theo@mentioned projects supported by the
Financial Mechanisms will bring savings in energynsumption of approx. 54%, i.e.
reduction in CO2 emissions by 52,000 tonne per,yehere the average period of investment
cost recovery is 13 years. As provided for in teport, both the period of investment cost
recovery, as well as reduction in CO2 emissionsaaigesatisfactory level.

°® The amount covers the management costs, whichnatered by the Donor states institutions: Financial
Mechanism Office, Committee of the Financial Medeamand the Norwegian Ministry of Foreign Affairs
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According to the report the programme of supporéniergy savings and implementation of
renewable energy sources is delivered in a satfaenanner in Poland. The quality of
implemented projects is high and remains at a amgvel. The assumed results will
significantly contribute to the objectives at aioaal level andhlso a replication potential exists.

3.3 Research “Evaluation of the results of implemding projects under Priority 2.5
Health and childcare”

Within the period from October to December 2008tlo@ request of the MRD the Ecorys
Polska performed an evaluation entitled “Evaluatdrthe effects of implementing projects
under Priority 2.5Health and childcare’. The research aimed at evaluation of projects in
respect of their efficiency and effectiveness, all as at assessing their impact and possible
durability. Twenty projects, which are implemeniadhe whole Poland and are at different
stages of implementation, submitted under the &eadt for proposals were covered with the
analysis. The majority of these (i.e. 9) concerrmhstruction of generally accessible
recreation areas for children. Actions and resadtseved up to now were evaluated.

According to the performed research all projeces adequate, as regards construction of
different types of infrastructure or purchase oédaalist equipment. For the majority of
projects financial and substantive progress isfatiionary. The obstacles occurring in the
course of project implementation are gradually owere. The publicity campaign as regards
distribution of information on the sources of aisl ¢onducted without reservation. A
significant majority of projects is efficiently ingmented and managed. All coordinators
would once again undertake to implement projectseunFinancial Mechanisms. The
potential impact of projects cannot be evaluatetti@stage of review, however, if the current
manner of their management is maintained, some hefnt can exceed the foreseen
frameworks covering larger target groups. Thougtihe opinion of the evaluator no coherent
system of indicators enabling current monitoring @Fogress regarding project
implementation was developed under the Priorityictviin turn hinders the evaluation of its
efficiency, as well as the efficiency of the whélgority.

4. Block grants — delivery of the implementation pcess by Fund operators

Within the discussed period two block grants warenthed, i.e. Cultural Exchange Fund and
Scholarship and Training Fund. Hence, the progrargmiorks under Financial Mechanisms
in Poland for 2004-2009 were completed. Moreovesrke were undertaken to implement
Funds launched in the previous reporting periodréggmrds the Fund for Non-governmental
Organisations four next calls for proposals weracamced and implementation of projects
selected in the 2007 calls was continued. Moreotre, Technical Assistance Fund was
continuously implemented.

As regards contracting and expenditure, from theuwrh of approx. EUR 73.51 million
contracted under five block grants between the MRRD the Norwegian Ministry of Foreign
Affairs and/or Committee of the Financial Mechanssomtil the end of 2008, the payments
for Operators were implemented to the amount of@pEUR 25 million (approx. 34% of
the amount contracted with the Operators). The radsanced was under this respect the
Fund for Non-governmental Organisations, which @p@s received resources, which use
the allocation for the Fund in almost 45%. Givee #arly launching of this grant in 2008 a
significant number of projects were in an advanstedie of implementation. Final payments
were already made.
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The Diagrammes below present the stage of contgaetnd expenditure, as well as the share
of paid resources in the amount allocated/contdawiéh the Operatofé

The stage of contracting and expenditure — Block gr ants - 31
December 2008
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To sum up the implementation of the Funds it shdxddnoted that the applied programme
approach, which consisted in entrusting the tasitated to evaluation and selection of
projects to Operators, significantly shortenedulaéting period for Beneficiaries waiting for

resources. Detailed information on implementingvraiial block grants are presented below.

10 Detailed information on the issue is also giveAppendix 1.

24



a) Fund for Non-governmental Organisations, total allocation: EUR 37.35 million

In 2008 the works under the Fund were focused goieéimenting projects selected in the call
of 2007, as well as on conducting next calls. 16&8€6bur calls for proposals took place — two
under ComponenDemocracy and civil society and one for each of the other components —
Environmental protection and sustainable development and Equal opportunities and social
integration.

Component |.Democracy and civil society, Operator: Co-operation Fund Foundation,
allocation from the FM: EUR 12.45 million.

Four calls for proposals were organised under tmeponent from the date of launching the
Fund in February 2007 up to the end of 2008, twwlith in 2008 — within the period from
29 February to 29 April, and from 16 August to 1&@ber 2008. Until the end of 2008 a total
of 261 projects from |, 1l, lll and IV call receiddinancing. The projects within the scope of
institutional capacity building of NGOs and enhaneat of the civil society sector enjoyed
the greatest popularity.

Component Il.Environmental protection and sustainable development, Operator:ECORYS
Polska, allocation EUR 12.45 million.

So far, two calls for proposals were held withie finameworks of this component, one of
which in 2008 — from 30 April to 4 Julyithin the frameworks of these two calls financing
was granted to 86 projects. Over half of the im@atad projects concern the thematic area
related to educational and information activitiesénvironmental protection.

Component |ll. Equal opportunities and social integration, Operator: ECORYS Polska,
allocation: EUR 12.45 million.

Two calls for proposals were held within the franogig of this component, one of which in
2008 — from 11 January to 14 March. Financing wastgd to a total number of 84 projects,
from which over 50 concerned assistance to and empoent of the underprivileged.

The following table presents synthetic informatiom calls for proposals under all of the
aforementioned components.

number of date type of projects (value of number of number of allocation
the call financing) submitted applications
(year) applications that were
granted
financing
COMPONENT IDemocracy and civil society
1 2007 24.IV. - 8.VI. | micro (from EUR 5 to 15 900 86 EUR 1.8
thousand), small (from EUR million
5 to 50 thousand)
11 2007 7.0X. —22.X. micro (as above), small (as 895 78 EUR 3.4
above), medium (from EUR million
50 001 to 150 thousand),
large (from EUR 150 001 to
250 thousand)
111 2008 29.11. - 29.1V. small, medium, large (gs 390 50 EUR 4
above) million
IV 2008 16.VIII-16.X. | micro, medium 655 a7 EUR 1.7
million
V 2009 I quarter ofmicro, small - - EUR 1.7
2009 million
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COMPONENT IIEnvironmental protection and sustainable devel opment
| 2007 24.VI1l. — 28.1X| 370 40 5 million
Il 2008 30.IV. — 4.VII. IL%an . n'ijR 5 to 250 236 46 5 million
111 2009 06.1. — 06.Il1. - - 2.6 million
COMPONENT IIl Equal opportunities and social integration
| 2007 24.1V. - 29.VI. 1232 43 5 million
11 2008 11.1.-14.111. |from EUR 5 to 25( 666 41 5 million
11l 2009 | quarter ofthousand - - 2.6 million
2009r

To sum up the implementation of this Fund it shHadl noted that it enjoyed enormous
popularity which was visible in all calls for progads organised so far, which exceeded the
allocation available under the call several timesseveral dozen times, depending on the
component. The Fund was the first fund for NGOPRahand, which had such a wide range of
themes (three components) and provided support talsarganisations commencing their
activity (under Component 1). The grant implemeontatand management scheme was
adjusted to the NGOs sector in Poland. Reasonaidadial terms were established (wide
range of grants values and own contribution atval&vel). Importantly, given small formal
and legal requirements concerning, among otherardentation annexed to the application,
there was virtually no need to incur any expenditvhen submitting applications. Moreover,
a transparent, efficient and timely system for &gapg applications was set up, which ensured
full information for applicants as regards the pesg of appraising their applications. The
organisations stated that the procedures of subméipplications are friendly.

b) Cultural Exchange Fund, Operator Ministry of Culture and National Heritage, allocation
from the FM: EUR 4 million

Within the discussed period the Cultural Exchangadewas launched. On 21 March 2008
the Ministry of Regional Development of Poland amlwegian Ministry of Foreign Affairs,
as well as the Committee of the Financial Mechasisigned Grant Agreements concerning
the Fund implementation.

After the agreements were signed the first callgimposals was held, which started on 15
April and lasted until 16 June 2008. It was possiiol submit applications under 4 thematic
areasCultural heritage, Literature and archives, Music and stage arts andPlastic and visual
arts. The allocation amounted to EUR 1.3 million. Dgrithe call the applicants submitted 48
projects to the Fund Operator for the total amafntinancing of EUR 7.36 million. The
greatest amount of applications - 26 - was subatitteder the thematic arddusic and stage
arts. After the appraisal 9 projects were recommendedfif@ncing, which fully used the
allocation available under the call.

To sum up the implementation of this Fund it shobkl emphasised that the Cultural
Exchange Fund launched in Poland is the only sépésad of this type in Beneficiary states,
which aims at implementing “soft” projects from theld of culture and is a supplement for
Priority 2.3 Conservation of European cultural heritage having an investment character.
Similarly, as in the case of Scholarship and Tragrffund it is required to submit applications
together with the institutions from Donor statesiridg the Ist call institutions established
contacts with 57 entities, the majority of which reeefrom Norway. Also multilateral
partnerships appeared (e.g. Norway-Iceland-Polaigprox. 61% of applicants were NGOs
acting in the field of culture.
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c) Scholarship and Training Fund — Operator:Foundation for the Development of the
Education System), allocation from FM: EUR 12 million

Within the discussed period the Scholarship andhing Fundwas launched. The agreement
between the National Focal Point and Norwegian 8igiof Foreign Affairs, as well as the
Committee of the Financial Mechanisms was signed7oipril 2008. Following the
agreement two calls for proposals were announced.

Ist call for proposals (30 April — 30 June 2008)

Within the frameworks of the first call the Benédiges could apply for support under five
types of Activities: Mobility of students and staff from higher education institutions,
Language courses, Individual mobility grants, Inter-institutional cooperation, Development of
Polish higher education ingtitutions. The total amount of resources available underfitise
call was EUR 3.6 million (owing to high interest gmants under the Activity Mobility of
students and staff from higher education institutions the amount was finally increased by
EUR 700 thousand). Within the frameworks of thd €46 applications were submitted for
the total amount of close to EUR 13 million, ovéree times exceeding the allocation.
Financing was granted to a total of 52 projectsintgaunder Activity |, where the support
amounted to approx. EUR 2.3 million.

[Ind call for proposals (1 October — 30 Novembed@0

The amount of allocation available under this calls over EUR 2.6 million. The call
excluded the possibility to apply for grants undetivity | Mobility of students and staff.
Within the call 131 applications were submitted the total amount of over EUR 13.5
million. Also this call illustrated the high intestearoused by Scholarship and Training Fund.
The majority of applications were submitted undetivity V Development of Polish higher
education institutions— 76 projects for the total amount of approx. EURLImillion. Until 31
December 2008 substantive evaluation was in pregres

While concluding the current implementation of ®e&holarship and Training Fund it should
be noted that the Fund complements the Activitreplémented under European Union
programmes, such asong Live Learning Programme. The level of grants awarded to
students and staff of higher education institutimh® want to participate in foreign exchange
under Activity |, is very attractive and hence tp@nts enjoy a very high popularity. As a
result of the fact that this Fund is implementegartnership with Donor states institutions
(the Norwegian Center for International Co-operatio Higher Education - SIU - Norway;
the Office of International Education - Iceland; ehgur fuer Internationale
Bildungsgelegenheiten — Liechtenstein) it is eawerapplicants to find partners in these
countries (except for Activity V, where there is need for a partner). It is important that in
case of Activity Il Individual mobility grants the applications are submitted without the
intermediation of institutions, which provides #ogreater freedom in their submission.

d) Technical Assistance Fund, Operator —Ministry of Regional Development of Poland,
allocation from the FM: approx EUR 7.16 million

Within the discussed reporting period works reldtetnplementing the Technical Assistance
Fund were continued.

Until the end of 2008 eight Project Interim Repontsre forwarded to FMO for the total
amount of EUR 2 434.992. A reimbursement of the eexture incurred under the
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aforementioned Project Interim Reports was transteto the accounts of the Ministry of
Finance (Paying Authority). Moreover, in 2008 thEmNsettled the advance payment, which
was transferred as the first payment under TechAssistance Fund.

In 2008 the implementation of tasks under the Tmethmssistance Fund was continued,
which first of all, concerned the appraisal of aggions and project implementation
monitoring. Furthermore, wide-scale information gmeblicity measures were also carried
out.

In 2008 the NFP carried out an overall number o$ite¢ visits to Beneficiaries of the
Technical Assistance Fund. During the control, mabemphasis was put on the level of
resources expenditure and to the plan of implentientaNo significant transgressions were
identified as regards this Fund implementation.

Moreover, in the middle of 2008 the NFP issuedcuest to reduce the amount of the grant
and reallocate part of the resources to the imphtatien of projects under priority areas, and
to extend the expenditure eligibility period urd April 2012. The Donor states in a letter of
8 May 2008 positively responded to the proposasgmeed by the NFP.

In 2008 the expenditure level under Technical Aasise Fund was EUR 1 574.045, i.e. 84%
of the amount foreseen for that year. As of 31 Ddwer 2008 all Beneficiaries of the Fund
spend a total amount of EUR 2 696.310 using 38%hefallocation granted to Technical
Assistance Fund.

5. Information and promotion

Within the frameworks of the information and puliianeasures the website of the Ministry
of Regional Development of Poland concerning thekcial Mechanisms is continuously up-
dated - www.eog.gov.pl, as well as the websitemdifvidual Intermediate Bodies/Auxiliary
Institutions and Operators.

In 2008 as a result of announcing the last calpfoposals under Financial Mechanisms, the
information and publicity policy focused mainly anforming the public opinion on the
results of implementing the Financial MechanismsPwiand. Among others, promotional
materials were developed, including publications tie implemented projects and
information and publicity supplement was addedh® hbational newspaper. The NFP also
prepared a film on the projects (mostly environrakmnes) financed from the Financial
Mechanisms resources. At the end of the year aecenée was organised, which summed up
the completion of calls for proposals under theoniy areas of the EEA Financial
Mechanism and the Norwegian Financial Mechanisidland. A detailed list of information
and publicity measures carried out in 2008 is eseddan Appendix 3.

6. Norwegian Financial Mechanism implementation pla within the period from
January to December 2009

On 30 April 2009 expires the commitment period urttie Norwegian Financial Mechanism
for 2004-2009. As a result of the above, the negbrting period will cover intensive works
related to monitoring of projects implementatios, \&ell as their control. Last calls for
proposals under the Fund for Non-governmental Qsgéions will be launched. Works
within the frameworks of other grants will be contéd. Intensive information and publicity
measures will also be performed.
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6.1. Projects implementation and monitoring

By the end of January 2009 the NFP will forwardtie FMO the two last applications. 81
applications await FMO approval (excluding reseapplications). Because the commitment
period expires on 30 April 2009 there is a risktthat all funds available under individual
projects and programmes will be contracted.

After the Grant Offer Letters received it is pladrte proceed with concluding agreements.
Actions related to monitoring of projects implenmaidan from all calls for proposals will be
conducted. These actions will cover periodic rapgras regards projects implementation and
on the site visits. Apart from external site visitaried out by Donor states these controls will
be, to a large extent, performed by the Polish sidén particular attention given to
Intermediary Bodies and Auxiliary Institutions. ThNational Focal Point will supervise the
whole process of implementation and monitoringhaf &aforementioned projects at each stage
of their carring out, as well as it will activelyagicipate in the control system of individual
projects. Next meetings of the Monitoring Commiteeé# also be held.

6.2 Block grants implementation

All through the 2009 works will be continued asastgs the Technical Assistance Fund in line
with the reported need for resources. In Ist quarte2008 last calls for proposals under the
three components of the Fund for Non-governmentaja@isations will be announced.
Moreover, one call for proposals is also plannedeaeh: Scholarship and the Training Fund
(from 1 February to 31 March 2009) and the Cultirethange Fund (from 6 January 2009 to
6 March 2009). The implementation and monitoringoceiss of projects under the
aforementioned Funds will be continued.

6.3. Information and promotion

The information and promotion policy will focus mbi on providing information to the
public opinion on the results of implementing theahcial Mechanisms in Poland.

The website www.eog.gov.glill be up-dated on a current basis, as well assites of other
institutions engaged in the implementation of FaiahMechanisms. Moreover, under the
information and promotion activities the represémés of Intermediate Bodies/Auxiliary
Institutions/Operators will participate in a numbef meetings and conferences on
implementing the Financial Mechanisms in Polandie®a trainings for Beneficiaries will be
organised.

7. Summary

In 2008 the implementation of majority of projeetstered an advanced stage. Until the end
of 2008 the Polish side received positive decisiono-financing for 322 projects for the
total amount of over EUR 350.5 million, which isepv78% of resources allocated under
Financial Mechanisms for individual projects andgrammes. The Ministy of Regional
Development of Poland concluded 283 agreements thighCommittee of the Financial
Mechanisms and/or the Norwegian Ministry of Forefgfairs for the amount of over EUR
326.7 million (over 72% of the allocation for indiual projects and programmes). Under the
aforementioned agreements the Intermediate Bodiéshe Auxiliary Institutions signed 240
agreements with the Beneficiaries for the amountapprox. EUR 289 million. The
Beneficiaries of individual projects and programmeseived payments in the amount of over
EUR 65.6 million, which is almost 23% of the amooffproject implementation agreements
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signed with the Beneficiaries. Moreover, by the eh@008 from the amount of approx. EUR
73.51 million contracted under five block grante thayments implemented for Operators
amounted to approx. EUR 25 million (34% of the cacted amount). On the whole, as of 31
December 2008 under individual projects and prognas) as well as block grants approx.
EUR 90.6 million were spent, which is close to 268the amount contracted by Intermediate
Bodies and the Auxiliary Institutions with Beneficies and the NFP with the Operators.

The stage of advancement of projects implementat@npared to the one planned in the
Project Implementation Plans, as regards indivigwajects and programmes from the Ist call
for proposals was 79.06%, compared to lind cald-10%. The total indicator of projects
implementation in 2008 compared to plans include®IP was close to 50%. It reflects the
need to modify the Project Implementation Planspprax. 47% of all projects, which
received the Grant Offer Letter.

Taking into account the large number of modificasidntroduced into projects, as well as
their different nature and character, whole yeandothe Polish side currently discussed with
the Financial Mechanism Office the solutions whiobuld help to increase the effectiveness
of projects implementation and minimize the riskdetays in their carring out and financial
settlement. These changes include among othersifietbthe Grant Agreement template,
modification of the reporting procedure of increasecosts, change in the procedure of
modifying the Project Implementation Plan, the memof identifying actions for the need of
PIP, as well as improving the circulation of Pobjenterim Reports between the Polish side
and the Financial Mechanism Office.

Moreover, in 2008 the Polish side controlled 43%fjects implemented under Ist and lind
calls (108 projects).

As regards implementation of specific forms of @mi@®008, two block grants were launched -
Cultural Exchange Fund and Scholarship and Traifumgd. Hence, the programming works
under Financial Mechanisms for 2004-2009 were cetedl Furthermore, works related to
other grants were also continued.

Intensive works were also carried out as regardsitformation and promotion activities
which aimed at promoting of the results of the Rial Mechanisms implementation. Among
other things, promotional materials were developéa;luding publications on the
implemented projects and information and publigtpplement to the national newspaper.
The NFP also prepared a film on the projects (mastivironmental ones) financed from the
Financial Mechanisms resources. A conference wss @lganised, which summed up the
completion of calls for proposals under the prioareas of the EEA Financial Mechanism
and the Norwegian Financial Mechanism in Poland.

It is expected that in 2009 the pace of projectsl@mentation will significantly accelerate
which follows from the Project Implementation PlaBy the end of 2008 the projects from
Ist call for proposals achieved the implementat®rel foreseen in PIP (the delays, which
occurred at the beginning of the implementationeagliminated). For this reason, the year
2009 will be a breakthrough in terms of the numbiecompleted projects and the level of
reimbursments. Also the implementation of esserad@ivities within Iind call will begin.
Also, the implementation of projects from llird kcdr proposals will start in 2009.
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