Disbursement
Guidelines

The EEA Financial Mechanism
&
The Norwegian Financial Mechanism
2004-2009

As amended on 21 June 2007

FM0027-GDL-00016-E-V2



The EEA Financial Mechanism & The Norwegian Financial Mechanism

2004-2009
Disbursements
Contents

1 L N T
1.1 D= =[N T 3
1.2 I 010 = P 4
2. THE PRO CESS . ...ttt et e et e e et e e et e e et e s eea s s et st et e e san e ssaeesaasaranss 4
2.1 LT ] == 4
2.2 REQUEST FOR DISBURSEMENIT....uuiitiittittittietttetteesessnssnesasssesasstetasetesteesnasstieressniesnns 4..

A R = = 01 o T TS 1 | T 4

A2 2 © 10 1= 01V 010 ) PSS 5
2.3 INSTITUTIONAL PROCEEDINGS. ... cetuettenieetieeeeteeeeieeeeteeeeasssaanessetn s easessaneereneeeanaessnneerennns 5.

2.3.1  Focal Point/ Paying AUNOTILY .......ccccuiieiieriiesese s eee e e e sttt sresre e enaennens 5

2 A V[ 6

2.3.3  DiShHUIrSEMENt AENT ......cciceeeee st e s e st e e ese e e e eesaestesresreeneeneenaennens 6
2.4 THE DISBURSEMENT. ... tttttttttnettetteet et s et ett e et s sa s san e s b et s s e s s st s saa s et e ean s st ssbassasssnsesnsssnnen 6
3. COMMON RULES FOR DISBURSEMENTS ...ttt et e et e e e e e e eas 6
3.1 01T 0 =l = U] = T 6
3.2 LI 2SS T 7
3.3 SUSPENSION OF PAYMENT S, 11t tutttuttttttneetaettaeeaetteea et taneesntsnetnstttesneetetsteresteraneetarenns 7
3.4 AUDITS AND FINANCIAL CONTROL ..evtuieitteitieeeteeeeteeeeaeseteeeetassesanesstneeeasessansessneerenseeennaeees
N AN GE N 8

FM0027-GDL-00016-E-V2 2



The EEA Financial Mechanism & The Norwegian Financial Mechanism
2004-2009

Disbursements

1. GENERAL

Guidelines on Disbursements are referred to inchets.3 of the Rules and Procedures
for the implementation of the EEA Financial Meclsanj Article 5.3 of the Rules and
Procedures for the implementation of the Norwediarancial Mechanism, Article 2.4
of the guidelines on individual projects, progransraed block grants and Article 3.3 of
the guidelines on seed money. These guidelinesntggaded to describe the general
characteristics relating to disbursements.

1.1 Definitions

“FMC” refers to the EEA Financial Mechanism Committeeictvimanages the EEA
Financial Mechanism and takes decisions on thetigiaof financial assistance.

“NMFA” refers to the Norwegian Ministry of Foreign AffairGrant decisions for the
Norwegian Financial Mechanism are taken by the NMFA

“FMO” refers to The Financial Mechanism Office, whichndilas the day-to-day

operations of the EEA Financial Mechanism and tleewégian Financial Mechanism

(collectively referred to as the “Financial Meclsans”). It also serves as the main
contact point between the Beneficiary States aadEtBA EFTA States.

“Focal Point” refers to the main contact point within in the Biciary State for the
Mechanisms. It has the overall responsibility fog thanagement of the activities of the
Mechanisms in the Beneficiary state.

“Disbursement” refers to the transfer of a tranche of a granmfrthe Financial
Mechanisms to the Beneficiary State.

“Disbursement Agent” refers to the financial institution appointed e tFinancial
Mechanism Office to act on its behalf for the pupof effecting disbursements in
accordance with the criteria stipulated in the Drskment Instructions and the
Disbursement Agent Agreement.

"Disbursement Instructions” stipulate the conditions and specify the criteioa
disbursements.

“Disbursement Agent Agreement” refers to an agreement concluded between the
Financial Mechanism Office and the Disbursementrmige

“Project Implementation Plan” stipulates the activities or a clearly measuraiae
thereof that are scheduled to be completed befsbrisements can be magedgress
plan) and the prospective dates when the disbursenegpiests are to be submitted
(disbursement schedule The Project Implementation Plan is an integradt of the
Grant Agreement.
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“Grant” refers to the financial assistance provided byRimancial Mechanisms to the
Beneficiary State.

“Paying Authority” refers to the public entity within the BeneficiaBtate whose
responsibilities includes, but is not limited tbetfinancial flow in the Beneficiary
State, checking and certifying the authenticityrrectness, and accuracy of submitted
payment claims, and submitting those to the Firmnbechanism Office or its
designated Disbursement Agent.

1.2 Scope

This document describes the disbursement process tihe point of signature of the
Grant Agreement until the Beneficiary State receitree grant. A detailed overview of
this process can be found in Annex I.

The aim is to have analogous disbursement procednrall Beneficiary States and to
respect specific requirements and structures witinenseparate Beneficiary States, the
EEA EFTA States and other parties involved in tmecess. Deviations from this
general description of the disbursement proceskhbailreflected in the disbursement
procedure of each Beneficiary State.

2. THE PROCESS

2.1 General

The Grant Agreement sets out the terms and conditmf the grant. All projects
receiving funding from the Financial Mechanisms trius implemented in accordance
with a Grant Agreement signed by the Focal Pointhenbehalf of the Beneficiary State
and the Chairman of the FMC or the NMFA.

All disbursements shall have a reference to thetGhgreement and the agreed project
implementation plan.

2.2 Request for disbursement

The request for disbursement is submitted by theeBeary state to the FMO. The
request itself should be a cover letter summing gpoup of underlying project interim
reports. The request should be accompanied bynttigidual project interim reports
which contain a payment claim section certifiedthy Paying Authority and a project
progress section certified by the Focal Point.

2.2.1 Reimbursements

Promoters and intermediaries submit the projeerimt report to the Focal Point. The
project interim report includes, among others thjng payment claim section and a
project progress section. The payment claim sectonprises of a summary of eligible
expenses for activities for individual projectspgmammes or block grants, respectively.
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The project progress section gives a break dowthefeligible expenses to project

activities or a clearly measurable part thereotthBsections shall be in accordance with

the project implementation plan and cover a pedbdt least 3 calendar months. The

summary of eligible expenses should be supportegleyant documents.

Both sections shall include:

* only expenses that comply with the guidelines otaitk®l eligibility provisions —
expenditures;

e accumulated expenses;

e expenses covering the payment claim period in guest

The format of the project interim report is to lexidled by the FMO.

The Focal Point verifies the project progress sactind forwards the project interim
report to the Paying Authority. The Paying Authgritertifies the payment claim
section and gives a co-financing statement befbey tgroup a number of project
interim reports and submit a request for disbursgnfeover letter) to the FMO. The
individual project interim reports shall be attaghe the request.

2.2.2 Other payments

Advance payments and other disbursements are lgbcuo the same proceedings as
described in these guidelines.

Advance payments should be included in the Dislones¢ Schedule and all
disbursements should be based on a Grant Agreement.

2.3 Institutional proceedings

2.3.1 Focal Point / Paying Authority

In order to increase the quality of operations andure good business practices, the
financial management and control, including theifguthority, should be separated
from other functions of the Focal Point. This candmne by entrusting the functions of
a Paying Authority to a different ministry than tmnistry under which the Focal Point
belongs.

The Focal Point should monitor the project progaess verify the actual progress while
the Paying Authority should manage all operatiaiated to financial transactions. The
latter should also be given the task of developinplementing and maintaining the
procedures concerning financial management andalasftthe projects.

Payment claims forwarded from the Focal Point skl certified by the Paying

Authority. Before certifying a payment claim theyitsy Authority shall ensure that the

following conditions are fulfilled:

« the payment claim is based upon expenses that gowigh the Guidelines on
Detailed eligibility provisions — expenditures;
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 the payment claim complies with the Grant Agreememtd the project
implementation plan;

« that a sufficient audit trail is present and in@dance with the detailed eligibility
provisions — expenditures

The certified payment claims shall be forwardedh®yPaying Authority to the FMO.
2.3.2 FMO

The FMO shall ensure that the individual projedeiim reports which include the
certified and verified sections are attached toréwgiest for disbursement. Furthermore
the FMO shall ensure that the certified paymentindareceived from the Paying
Authority fulfil the disbursement conditions (inding the availability of co-financing).
For this purpose the FMO may draw upon the servafes Disbursement Agent.
Furthermore, the FMO will issue a Disbursement ruetion to the Disbursement
Agent.

2.3.3 Disbursement agent

The obligations of the Disbursement Agent are sétin the Disbursement Agent
Agreement.

If the summary of eligible expenses for activiteesd other documents presented for
disbursements are in compliance with the conditistigulated in the Disbursement
Instruction, the payment claims will be disbursedatdesignated bank account in the
Beneficiary State.

2.4 The disbursement

Disbursements are made on the basis of requedtdioursements covering minimum 3
calendar months.

However, an advance payment may be executed faltpwie signing of a Grant
Agreement if it is included in the Disbursement &tie.

The Paying Authority in the Beneficiary State hlas tesponsibility of transferring the
grant to the project promoters, intermediariestbeprecipients in compliance with the
Rules and Procedures.

3. COMMON RULES FOR DISBURSEMENTS

3.1 Use of euro

Commitments and payments will be denominated antedaout in euro.
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Certified payment claims (incl. advance payment)veyded from the Paying Authority
to the FMO shall be in euro.

Beneficiary States which do not have euro as tbairency on the date of payment
claims shall convert the summary of accounts intweapplying the rates in force on
the day before the last working day of the mon#ttpding the month during which the
expenditures was recorded. These rates are pulblishthe C series of the Official

Journal of the European Communities.

3.2 Interest
Any net interest (interest income less financiglenses, e.g. transaction fees) generated

on the designated bank account managed by the dP@yithority in the Beneficiary
State shall be accounted for yearly by the Payiathérity and reported to the FMO.

Yearly accrued net interest income shall be reirsdédioy the Paying Authority to the
FMO within three calendar months from the end ef¢hlendar year.

3.3 Suspension of payments

In case of any suspected or actual financial ilegies, the FMC or the NMFA may
decide to withhold/suspend further disbursementit tine matter have been resolved.
3.4 Audits and financial control

Audit and financial control is carried out in acdance with Article 6 of the Rules and

Procedures of the EEA Financial Mechanism and kericof the Rules and Procedures
of the Norwegian Financial Mechanism.
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Grant agreement

The main legal document
for a project, an advance
payment or other
payments.

All disbursements shall
be based upon a grant
agreement.

FMO

The FMO is responsible
for the day-to-day
operations of the
mechanisms and will
ensure that all payment
obligations will be
fulfilled.

If required an
independent spot -check
of the disbursement
request will take place.

A disbursement
instruction will be issued
to the Disbursement
Agent.

Disbursements

Summary for Disbursements

Promoter
Intermediary

Promoters and
intermediaries submit a
project interim report to the
Focal Point. The project
interim report includes
amongst others a payment
claim section and a project
progress section.

Focal Point

The Focal Point has the
overall responsibility for
the financial management
and control.

The Focal Point verifies

the project progress section
and forwards the project
interim report to the

Paying Authority.

Continue...

Disbursement agent

The Disbursement Agent
processes the Conditional
Disbursement Instruction.

The disbursement is made
to the designated bank
account in the Beneficiary
State
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Paying authority

The Paying Authority
manage the designated
bank account and ensures
that the payments are made
to the ultimate and final
beneficiary as quickly as
possible and within the
specified deadlines

Paying authority

The Paying Authority
certifies the payment
claim section and gives a
co-financing statement
before they group a
number of project interim
reports and submit a
request for disbursement
(cover letter) to the FMO.
The individual project
interim reports shall be
attached to the request.

Benefiary
Promoter/Intermediary

The beneficiaries will
receive the payments
according to the national
rules and procedures.



