ANNEX II of Grant Contract 
General Conditions Applicable to the Regional Housing Programme
Terms and Expressions
The term ‘Lead Institution’ refers to the Commissariat for Refugees and Migrations of the Republic of Serbia (the Commissariat).
The term ‘Contracting Authority’ refers to the Project Implementing Unit: PIU – Research and Development, Ltd, Belgrade (PIU).  
The term ‘Beneficiary Municipality or Town’ refers to a local self-government unit that is the beneficiary of support grant funds approved within the RHP for the provision of housing solutions as set out in the Project Description.
The term ‘Grant Contract Party (Parties)’ refers to the party signatory to the Grant Contract (i.e. the Lead Institution, the Beneficiary Municipality/Town, and the Contracting Authority). 

The term ‘Action’ refers to a set of measures for the implementation of which grant funds have been approved and which is described in the Description of the Action that makes up Annex I of the Grant Contract (see Article 6 of the Special Conditions).  

The ‘days’ as mentioned in this document are used to denote calendar days, unless otherwise specified. 

GENERAL PROVISIONS
ARTICLE 1 – GENERAL PROVISIONS
General principles
1.1. Serbian Commissariat for Refugees and Migrations (further in the text: the Commissariat), as the Lead Institution, the Grant Beneficiary Municipality/Town, and the PIU – Research and Development, Ltd, Belgrade (hereinafter: the PIU) as the Contracting Authority are the only parties to the Grant Contract, this document being a part thereof.
1.2. The Grant Contract and the payments attached to it may not be assigned to a third party in any way whatsoever.
Data protection
1.3. Any personal data shall be processed solely for the purposes of the implementation, management and monitoring of the Grant Contract by the contracting parties, whereby Law on Personal Data Protection shall be observed, and cannot be used for other purposes.  

1.4. Contracting parties shall restrict the access and use of personal data to that strictly necessary for the implementation, management and monitoring of the Grant Contract, and shall ensure that the strictest confidentiality and restriction of the access to these data is preserved.   

The role of the Grant Beneficiary Municipality/Town
1.5. The Beneficiary Municipality/Town shall:
a)
implement the Action by undertaking all the necessary and reasonable measures to ensure that the Action is carried out in line with the Description of the Action presented in Annex I of the Grant Contract (see Article 6 of the Special Conditions), and with the terms and provisions of the Contract. In the project implementation the Grant Beneficiary Municipality/Town shall be obliged to cooperate with the PIU and the Commissariat. The Beneficiary Municipality/Town shall carry out the Action in line with procedures for the implementation of the RHP in Serbia: CHP Grant Manual, Programme Implementation Manual, Guidelines for the Provision of Financial Support to Final Beneficiaries for the Purchase of Village Houses with due care, efficiently, transparently, and in line with the principle of sound financial management and with the best practices in the field. 

b)
be responsible for complying with any obligation assumed under the Grant Contract;
c)
establish the payment requests in accordance with the Grant Contract;
d)
be the sole recipient of the payments of grant funds that are made by the PIU. 

e) 
monitor whether the Action is implemented in accordance with the Grant Contract;

f)
inform the PIU of any event that is likely to affect or delay the implementation of the Action;

g)
inform the PIU of any change in the legal, financial, technical or organisational status, as well as of any change in the name, address or legal representative;

h) 
forward to the PIU, and upon request to the Commissariat as well, data needed to draw up financial statements and narrative reports and other information or documents as required by the Grant Contract and the addenda hereto, as well as any other information needed in the event of audits, checks, monitoring or evaluations, as delineated and stipulated in this document;

i)
in the event of audits, checks, monitoring or evaluations, as delineated and stipulated in this document, it shall be responsible for providing all the necessary documents, including the accounts, copies of all supporting documents, and signed copies of any contract concluded in keeping with and in a way envisaged in this document; 

j)
may not delegate any of these tasks, nor any part thereof, to other entities.

The role of the Commissariat
The Commissariat shall:

a) 
monitor the realisation of the Grant Contract and report to the CEB in accordance with the Framework Agreement between the Council of Europe Development Bank and the Republic of Serbia on the Regional Housing Programme. 

b) 
disseminate all the information and extend support to the municipality/town in relation to the selection of final beneficiaries that is done by the municipality/town in keeping with the Chapter 4 of the Programme Implementation Manual that defines the way of selecting final beneficiaries.

c) 
do the monitoring of sustainability of the approved assistance.

The role of PIU
a)
performs the ex-ante and ex-post control when deem needed control of the procedure of public procurement from the granted funds; 

b) 
approves and transfers funds to the municipality/beneficiary pursuant to the Grant Contract, 

c)
performs the ex-ante and the ex-post control of financial aspects of the Contract enforcement, 

d) 
submits reports to the Commissariat. 

ARTICLE 2 OBLIGATION TO PROVIDE FINANCIAL AND NARRATIVE REPORTS 

2.1. The Beneficiary Municipality/Town shall provide the PIU with reports that contain all the required information on the Action implementation. The report shall be compiled in such a way as to allow the comparison of the envisaged objective(s), the means allocated or employed, expected and obtained results, and the budge details for the Action. The level of detailing in any report should match that the Description of the Action and the Budget for the Action. The Beneficiary Municipality/Town shall collect all the necessary information and draw up interim and final reports. These reports shall: 
a)
cover the Action as a whole, irrespective of which segment of it is financed by the PIU; 
b)
consist of the narrative and the financial report drawn up using the templates provided in Annex VI of the Grant Contract (see Article 6 of the Special Conditions); 
c)
provide a full account of all the aspects of Action implementation for the period of reference, both qualitative and quantitative;

d)
contain information needed to demonstrate the fulfilment of the conditions for the reimbursement of funds established in this document; 
e)
be drafted in the language of this Grant Contract;

f)
include any relevant reports, and information on publications, press releases, and updates relating to the Action.
2.2. In addition, the Final Report shall:
а)
cover the entire period of the project implementation using the template of the final report presented in Annex VI of the Grant Contract. (see Article 6 of the Special Conditions).
2.3. Requirements with respect to reporting within the PIU 

The Beneficiary Municipality/Town shall be obliged to regularly prepare and present to the PIU financial and narrative reports. The reports shall be submitted monthly, quarterly, and upon project completion.

Financial reports include the following information: 

1.
the financial plan;

2.
the breakdown of project costs;

3.
utilisation of grant funds; 

4.
delay in received bills; 

5.
the declaration of the settlement with the supplier.

2.4. At any time the PIU may request additional information. The Beneficiary Municipality/Town shall provide the information within 7 days as of the day of the request submission, in the language of the Contract.
2.5. If the Beneficiary Municipality/Town fails to provide any report or any additional information requested by the PIU within the specified deadline without an acceptable and written explanation of the reasons, the PIU can terminate the Grant Contract in the way as specified in this document.
ARTICLE 3 - LIABILITY

3.1. The PIU cannot under any circumstances or for any reason whatsoever be held liable for damage or injury sustained by the staff or property of the Beneficiary Municipality/Town while the Action is being carried out or as a consequence of the Action. The PIU cannot, therefore, accept any claim for compensation or payment in connection with such damage or injury.
3.2. The Beneficiary Municipality/Town shall assume sole responsibility towards third parties, including liability for damage or injury of any kind sustained by them while the Action is being carried out or as a consequence of the Action brought as a result of an infringement of rules or regulations on the part of the Beneficiary Municipality/Town or its employees or individuals for whom the employed are responsible. 

ARTICLE 4 – CONFLICT OF INTERESTS AND RULES OF CONDUCT

4.1. The Beneficiary Municipality/Town shall take all the necessary actions to prevent or end any situation that might compromise the impartial and objective implementation of the Grant Contract, including the conflict of interests. Such a conflict of interests may arise in particular as a result of economic interest, political or national affinity, family or emotional ties, or any other relevant relation or a shared interest of legal representatives, authorised persons or any other employee recruited to perform tasks of implementation of the Grant Contract.

4.2. The Grant Beneficiary Municipality/Town shall be obliged to notify the PIU, in writing and without delay, of any conflict of interests that might arise during the implementation of the Grant Contract. In the event of such a conflict, the Grant Beneficiary Municipality/Town shall immediately undertake all the necessary steps to resolve it. 

4.3. The PIU reserves the right to verify that appropriate measures have been undertaken to resolve the conflict of interests as stipulated under paragraphs 4.1 and 4.2 of this Article, and may require that additional measures are undertaken if necessary.

4.4. The Grant Beneficiary Municipality/Town shall warrant that its staff, including its management, is not placed in situations which could give rise to conflict of interests. Without prejudice to its obligation under the Grant Contract, the Beneficiary Municipality/Town shall replace immediately and without compensation from the PIU any member of its staff in such a situation.
4.5. The Grant Beneficiary Municipality/Town must respect human rights, as well as valid labour regulations.

4.6. The Grant Beneficiary Municipality/Town must comply with valid regulations on environment protection, as well as with standards set out in the Framework Agreement.
ARTICLE 5 – CONFIDENTIALITY 
5.1. Subject to Article 16 therein, the PIU and the Grant Beneficiary Municipality/Town shall take measures to protect the confidentiality of any information, regardless of its form, disclosed in writing or orally during the Grant Contract implementation and identified in writing as confidential over a period of at least five years following the payment of the balance.
5.2. The Grant Beneficiary Municipality/Town shall not use confidential data for any purpose other than the fulfillment of its obligations under the Grant Contract. 
5.3. The Council of Europe Development Bank shall have access to all the documents communicated to the PIU and shall by the same token maintain the same level of confidentiality as the Parties.
ARTICLE 6 – VISIBILITY
6.1. The Grant Beneficiary Municipality/Town shall make it known in all the promotional materials concerning the Action implementation that it is financed /co-financed from the RHP Fund. In all the information sheets which are printed and distributed to beneficiaries, as well as in all advertising materials, official communications, reports and publications it must be made clear that the Action is financed from the RHP Fund, and it shall bear the RHP logo which is appropriate and compliant with the existing rules regarding the RHP visibility.   

6.2. The Grant Beneficiary Municipality/Town shall authorise the Commissariat, as the Lead Institution, the PIU and the Council of Europe Development Bank to publish its name and address, the purpose of the grant, its duration and location, as well as the maximum amount of the grant and the amount of the Action’s costs, as laid down in Article 3 of the Grant Contract. Derogation from the obligation to publish the aforesaid information may be granted only if the publishing itself would compromise the Grant Beneficiary Municipality/Town or do harm to its interests.
ARTICLE 7 – OWNERSHIP/USE OF RESULTS AND ASSETS 
7.1. The acquisition of equipment, vehicles, land and other immovables, apart from what constitutes the Action’s results shall not be eligible for financing under the grant.   
ARTICLE 8 - EVALUATION/MONITORING OF OPERATIONS 
8.1. If the Council of Europe Development Bank conducts an evaluation or monitoring mission, the Grant Beneficiary Municipality/Town will provide the Bank and/or persons authorized by the Bank with the necessary documentation or data to assist evaluation or monitoring. The representatives of the Council of Europe Development Bank will be invited to participate in the monitoring and evaluation process of the Action implemented by the Beneficiary Municipality/Town. 
8.2. If the Commissariat conducts interim or ex post evaluation or monitoring, the Beneficiary Municipality/Town shall be obliged to act accordingly and as laid down in Article 8.1 therein.
8.3. If one of the Parties implements evaluation or orders evaluation to be done during the Action, the other Parties shall be given a copy of the evaluation report.
ARTICLE 9 – AMENDMENTS TO THE CONTRACT 
9.1. Any amendment to the Grant Contract, including its annexes, shall be made in writing, in the form of an annex. 
9.2. Amending must not be aimed at or effectuate such an amendment to the Grant Contract which would call into question the grant award decision or be in contradiction with the equal treatment of applicants. The maximum grant amount which is referred to in Article 3.2 of the Grant Contract cannot be increased by amending the Contract.
9.3. If an amendment is requested by the Grant Beneficiary Municipality/Town, it must submit a written requirement to the other Parties, detailing the reasons behind asking for amendments no later than 30 days from the expiry of the deadline for the fulfillment of the obligation of the Contract to which the amendment applies. The 30-day deadline may be shorter if there are special conditions, which have been explained to and accepted by the other Parties.
9.4. The Grant Beneficiary Municipality/Town shall inform the PIU in writing of any changes of the address and account. 
9.5. The PIU reserves the right to request that the auditor from Article 5.2 of the Special Conditions can be replaced, if the facts, unknown at the time of the signing of the Grant Contract, cast doubt on the auditor’s independence or professional standards.
ARTICLE 10 — IMPLEMENTATION
10.1. In order to implement the Grant Contract, the Grant Beneficiary Municipality/Town concludes relevant contracts with suppliers. 

10.2. The conclusion of contracts with subcontractors, which entails compensation from the grant allocated for the implementation of the Action as well as financial support from the grant to third parties, shall be prohibited. 
ARTICLE 11 – EXTENSION AND SUSPENSION OF THE ACTION 
Extension 
11.1. The Beneficiary Municipality/Town shall inform the other Parties without delay of any circumstances which might compromise or delay the implementation of the Action. The Beneficiary Municipality/Town may request an extension of the Action’s implementation period as laid down in Article 2 of the Grant Contract. The request shall be accompanied by all the supporting evidence needed for the appraisal of the request for Action implementation deadline extension.
Suspension by the Beneficiary Municipality/Town 
11.2. The Grant Beneficiary Municipality/Town may suspend the implementation of the Action, or any part of it, if exceptional circumstances, notably of force majeure, make the implementation difficult or dangerous. The Grant Beneficiary Municipality/Town shall inform without delay the other Parties of the occurrence of any exceptional circumstances, stating the nature, estimated duration and foreseeable consequences of the suspension.
11.3. If the Grant Contract has not been terminated, the Grant Beneficiary Municipality/Town shall endeavor to shorten the duration of the suspension of the Action and mitigate any possible damage. The Beneficiary Municipality/Town shall resume the implementation of the Action when the conditions allow this, accordingly keeping informed the other Parties of the activities.
Suspension by the PIU 
11.4. The PIU may request that the Grant Beneficiary Municipality/Town suspend the implementation of the Action, or any of its parts, if exceptional circumstances, notably of force majeure, make the implementation difficult or dangerous. To this end, the PIU shall inform the Beneficiary Municipality/Town of this, stating the nature and estimated duration as well as foreseeable consequences of the suspension.
11.5. If the Grant Contract has not been terminated, the PIU shall endeavour to shorten the duration of the suspension of the Action and mitigate any possible damage. The Grant Beneficiary Municipality/Town shall resume the implementation of the Action when the conditions allow this, and upon approval by the PIU. 
11.6. The PIU can suspend the Grant Contract if, based on the evidence it possesses or the objective or justifiable reasons, it believes it is necessary to examine whether the alleged:
а)
procedure for the grant award or the implementation of the Action contains mistakes, irregularities or fraud,

b)
the Grant Beneficiary Municipality/Town has breached any of the obligations under the Grant Contract.

11.7. If the PIU requests information, clarification or any documentation from the Municipality, the Grant Beneficiary Municipality/Town shall submit these to the PIU within seven days of receipt of the request. If, notwithstanding the information, clarification or any documentation provided by the Municipality/Town, the procedure for the awards of or implementation of the grant is proved to contain errors, irregularities, fraud or a breach of obligations, the PIU may terminate this Contract in accordance with Article 12.2. 
Force majeure 
11.8. The term force majeure, as used herein, covers any unforeseeable events which are beyond control of any of the Parties and which none of the parties is able to overcome by the exercise of due diligence, such as weather catastrophes, strikes, lock-outs or any other form of industrial disturbance, acts of the public enemy, declared or undeclared wars, blockades, insurrections, riots, epidemics, landslides, earthquakes, storms, lightning, floods, washouts, civil disturbances, explosion.  
11.9. The Beneficiary Municipality/Town shall not be held in breach of its obligations under the Contract if it is prevented from fulfilling them by circumstances of force majeure. 
Extension of the implementation period following a suspension 
11.10. In the event of suspension of the implementation of the Action, according to Articles 11.2, 11.4 and 11.5, the implementing period of the Action shall be extended by a period equivalent to the length of suspension. 
ARTICLE 12 — TERMINATION OF THE CONTRACT 
Termination of Contract 
12.1. The PIU may, after having duly consulted the other Parties, terminate the Grant Contract with no obligation to pay compensation on condition that:
a) 
the Grant Beneficiary Municipality/Town fails, without justification, to fulfil some of its obligations under the Contract even upon expiry of 30 days of receipt of the written notice, in which the other parties call for the fulfilment of obligations, or if in the said timeframe it fails to submit a written notice to the other Parties, explaining the reasons for waiving its obligations under the Contract,
b) 
the Beneficiary Municipality/Town or any legal entity collaborating on the Action has been found guilty of an offence regarding their professional conduct and which has been proven using the means provided for under the positive legislation of the Republic of Serbia,

c) 
the Beneficiary Municipality/Town or the legal entity collaborating on the Action has committed an act of fraud, corruption, or has been involved in a criminal organization, money laundering activities, or any other illegal activity which is detrimental to the financial interests of the RHP donor, 
d)
there have been legal, financial, technical, or organizational changes and changes of the structure of the Beneficiary Municipality/Town which affect the implementation of the Grant Contract or call into question the decision awarding the grant,

e)
the Grant Beneficiary Municipality/Town or the legal entity collaborating on the Action has been found guilty of supplying incorrect data which are submitted and are needed in the procedure for grant allocation or Action implementation, or if it fails to submit – within the timeframes set herein – any type of information relating to the Action, which are required by the PIU,

f)
the PIU has evidence that the Beneficiary Municipality/Town or any entity collaborating on the Action, has committed substantial errors, irregularities or fraud in the award procedure of in the implementation of the Action,

е) 
the Beneficiary Municipality/Town is subject to an administrative penalty referred to in Article 12.8 herein,

g) 
the PIU has evidence that the legal representative or the authorised person, the Beneficiary Municipality/Town, as well as the staff involved in the implementation of the Grant Contract have been exposed to a conflict of interest,

h) 
the Council of Europe Development Bank or the PIU or the Commissariat have evidence that the Beneficiary Municipality/Town has committed or reiterated systemic errors, irregularities, fraud or a serious breach of obligations under other grants financed by the RHP donors or the European Union and awarded to that specific Municipality/Town under similar conditions.

12.2. In the cases referred to in points b), c), e), f) and i), the authorised person shall mean any natural person with powers of representation, decision-making, or control in relation to the Beneficiary Municipalities/Towns; a collaborator shall mean a legal entity involved in the implementation of the Grant Contract, which need not receive compensation for their engagement; the responsibility for their engagement on the implementation of the Grant Contract shall be borne by the Beneficiary Municipality/Town. 
12.3 If there are not enough final beneficiaries at the territory of the Beneficiary Municipality/Town, the Grant Beneficiary Municipality/Town may terminate the Grant Contract after having  consulted the other Parties. 
If there have been legal, financial, technical, organizational changes or the changes of the very structure of the Beneficiary Municipality/Town, which considerably affect the implementation of the Grant Contract or calls into question the decision awarding the grant, the Municipality/Town may terminate the Grant Contract provided that it duly notifies the PIU.
If the Contract is terminated, the Municipality/Town shall submit to the PIU the final report on the implementation of the grant until the day of termination of the Contract, according to the template provided in Annex VI of the Grant Contract. (see Article 6 of the Special Conditions).
Termination in the event of force majeure 
12.4. In the event of Action suspension, pursuant to Articles 11.2 and 11.4, if the municipality or PIU believes that the Grant Contract can no longer be executed efficiently or appropriately, it should duly consult the Parties. If there is no agreement reached on a solution, the Beneficiary Municipality/Town or PIU may terminate the Grant Contract by submitting a written notice. The termination date shall be the 30th day of receipt of the communication. 
End date 
12.5. The payment obligations of the PIU under the Grant Contract shall end 6 months after the implementation period laid down in Article 2 of the Grant Contract, unless the Grant Contract is terminated in accordance with Article 12 herein.
The PIU shall recommend the end date so as to be able to meet its liabilities, in all the cases in which the Beneficiary Municipality/Town has made a payment request in line with the provisions of the Contract or in the event of a dispute, by the end of the dispute resolution proceedings foreseen in Article 13 herein. The PIU shall inform the other Parties of any postponement of the end date. 
12.6 The Grant Contract shall be terminated automatically if the Beneficiary Municipality/Town has failed to submit a payment request to the PIU within 12 months of its signature.
Effects of termination 
12.7. On terminating the Grant Contract, the Beneficiary Municipality/Town shall be entitled to payment only for the part of the Action that has been implemented, excluding the costs incurred prior to the termination of the Contract and are due after the termination.
To this end, the Beneficiary Municipality/Town shall submit a payment request to the PIU together with the final report within the deadline set by Article 15.3, which starts on the day of the Contract termination.
In the event of termination, pursuant to Article 12.1, the PIU may agree to compensate inevitable remaining costs which are incurred during the termination period, on condition that the Paragraph 2 of Article 12.7 has been duly met.
In the cases of Contract termination laid down in Article 12.2 even the PIU may request full or partial repayment of the amounts that have already been paid for the Action.
Administrative and financial penalties 
12.8. Without prejudice to the application of other remedies under the Contract, the Beneficiary Municipality/Town that has made false statements, substantial errors, irregularities, and committed fraud or a serious breach of obligations under the Contract, may be excluded from all the agreements and grants financed from the RHP until the end of the RHP. 
ARTICLE 13 — APPLICABLE LAW AND DISPUTE SETTLEMENT 
13.1. This Contract shall be governed by the positive law of the Republic of Serbia. 
13.2. The Parties shall do all in their power to find an amicable solution to any dispute arising between them in the course of the implementation of the Grant Contract. To that end, they shall communicate their positions and the possibility of settlement in writing, and meet each other at mutual request. The parties shall respond to the sent request for amicable settlement within 30 days of receipt of the request. After the said deadline expires, or if in the attempts to reach an amicable settlement, an agreement is not reached within 60 days of the first request, the Party which made the request for amicable dispute settlement shall inform the other two Parties that the procedure has failed.
13.3. In the event of a failed settlement, as described above, each signatory of the Grant Contract may initiate proceedings with the competent courts at the territory of the Republic of Serbia.
FINANCIAL PROVISIONS 
ARTICLE 14 — ELIGIBLE COSTS
Cost eligibility criteria 
14.1. Eligible costs are all actual costs incurred by the Grant Beneficiary Municipality/Town, which meet the following criteria:
a)
they are incurred during the implementation of the Action as specified in Article 2 of the Grant Contract. In particular:

1) Costs relating to services and works shall relate to the activities performed during the implementation period. Costs relating to supplies shall relate to the delivery of goods during the implementation period. The signing of contracts, the placing of an order, or entering into any commitment for expenditure during the implementation period of the Action, related to delivery of services, works or goods which are to be effected upon completion of the implementation period do not meet this condition, 
2) Costs incurred must be covered before the submission of the final report. They can also be paid later under the condition that they are stated in the final report together with the estimated date of payment,
3) An exception is made for costs relating to final reports, including the covered expenses, the costs of audit and  final Action evaluation, which may be incurred after the implementation period,
4) Procedures of granting contracts, as specified in Article 10 may have been initiated and contracts may be concluded by the Beneficiary Municipality/Town before the start of the implementation period, provided that the provisions of Annex IV of this Grant Contract (see Article 6 of the Special Conditions) have been respected.
b)
they are indicated in the estimated overall budget of the Action,

c)
they are indispensable for the implementation of the Action,

d)
they are identifiable and verifiable, in particular because they have been recorded in the accounting records of the Grant Beneficiary Municipality/Town and determined according to the applicable accounting standards and common accounting practices which refer to the local self-government units,

e)
they are reasonable and justifiable in accordance with the conditions of sound financial management, especially in terms of their economy and efficiency.

Eligible direct costs 
14.2. Subject to Article 14.1, and where relevant, to the provisions of Annex IV of the Grant Contract (see Article 6 of the Special Conditions) and the Grant Agreement signed between the Republic of Serbia and Council of Europe development Bank signed on 9 September 2014, the following direct costs incurred by the Beneficiary shall be considered eligible:

· The costs of construction material. 
14.3. In line with the provisions of Annex III of the Grant Contract (see Article 6 of the Special Conditions), the following method of costs may be considered: 
·  Unit costs.
14.4. The methods which are used to determine unit costs shall be clearly described in Annex III of the Grant Contract (see Article 6 of the Special Conditions) and shall ensure compliance with the rules on not-for-profit activities and avoidance of double financing. The information which is used in determining costs may be based on historical data and/or accounting data of the Beneficiary or on external information, where possible and appropriate. 

The statements made in Annex III of the Grant Contract (see Article 6 of the Special Conditions) cannot be modified unilaterally and contested through ex post verification. 
Contingency reserve 
14.5. A contingency reserve is not applicable. 

In kind contributions by the Beneficiary Municipality/Town 
14.6. Any contributions in kind, which shall be listed separately in Annex III of the Grant Contract (see Article 6 of the Special Conditions), do not constitute actual expenditure and are not considered eligible costs. In kind contributions may not be treated as co-financing by the Beneficiary.

Non-eligible costs 
14.7. The following costs shall not be considered eligible:

a)
debts and debt service charges (interest);

b)
provisions for losses or potential future liabilities;

c)
costs declared by the Beneficiary Municipality/Town, financed by another action funded from the RHP Fund;

d)
purchase of land or buildings in case of housing solution B: Contraction material;
e)
currency exchange losses;

f)
credits to third parties, unless stated otherwise in the Special Conditions;
g)
salaries to the staff in local self-governments. 
ARTICLE 15 — PAYMENT 
Account opening 
15.1 The Grant Beneficiary Municipality/Town shall open a specific-purpose account within the consolidated account of the Treasury of the Republic.

In this respect, the Beneficiary Municipality/Town shall provide the Ministry of Finance – Treasury with the request for the account opening with all the necessary documents including the authorised signature card.

The Grant Beneficiary Municipality/Town shall use the specific-purpose account opened within the consolidated account of the Treasury of the Ministry of Finance at all times exclusively for the financial transactions related to the Grant Contract. 

The Grant Beneficiary Municipality/Town is obliged to provide and deliver all relevant documents to the Ministry of Finance – Treasury to ensure that the account opened within the consolidated account of the Treasury is exempt from taxation and/or transaction costs calculated by the Treasury.

The beneficiary is obliged to provide and deliver all relevant documents to ensure that the account opened within the consolidated account of the Treasury is exempt from the enforced collection of claims.

15.2. The PIU shall pay the grant to the Grant Beneficiary Municipality/Town in accordance with the following procedure:

The PIU shall make payments to the bank account referred to in the Financial Identification Form in Annex V of the Grant Contract (see Article 6 of the Special Conditions) thus ensuring the identification of the payment made by the PIU.

All payments shall be made by means of valid payment requests issued by the municipality/town grant beneficiary and sent to the PIU together with invoices and other supporting documents as stipulated in item 15.4. 
Submission of final reports
15.3. The beneficiary shall submit the final report to the PIU no later than 30 days after the implementation period, as defined in Article 2 of the Grant Contract. 

Payment requests
15.4. The payment request shall be drafted using the model in Annex V of the Grant Contract (see Article 6 of the Special Conditions). Together with the payment request signed by the authorised representative of the municipality/town grant beneficiary, the municipality/town shall send the following supporting documents to the PIU:

For housing solution B – Provision of construction material package: 

· Copy of the supplier contract 

· Pro forma invoices in line with the supplier contract

For housing solution А7 – Provision of financial support to the final beneficiaries for the purchase of village houses:

· Copies of sales contracts as set out in the Guidelines for the Provision of Financial Support for the Purchase of Village Houses 

· Copies of the request for the registration in real estate cadastre submitted to the competent Real Estate Cadastre Office

· Copy of the supplier contract 

· Pro forma invoices in line with the supplier contract.

The PIU is obliged to take all necessary steps to provide the certificate issued by the Ministry of Finance ​– Tax Administration for the VAT exemption for services rendered, goods supplied and works executed under the Grant Contract at the territory of the beneficiary signatory to the Grant Contract.

15.5. Payment shall not imply recognition of the regularity or of the authenticity, completeness and correctness of the declarations and information provided.

Payment deadlines

15.6. Payments shall be made within 30 days of receipt of the valid payment request with the supporting documents by the PIU. 

Payments under the sales contracts for the housing solution A7 are made within 7 days of receipt of the valid payment request with the accompanying documentation by the PIU.

The payment request shall be deemed accepted if there is no written reply by the PIU within 7 days. 

Suspension of the period of payments

15.7. Without prejudice to Article 12 of this document, the PIU may suspend the time-limits for payments in the following cases:

а)
proper supporting documents have not been submitted, or;

b)
the PIU needs to request clarifications, modifications or additional information to the narrative or financial reports, or;

c)
the PIU has doubts related to the eligibility of  expenditure and must carry out additional checks including on-the-spot checks to make sure that the expenditure is eligible, or;  

d)
it is necessary to verify whether presumed substantial errors, irregularities, fraud have occurred in the grant award procedure, or;

e)
it is necessary to verify whether the beneficiary has breached any substantial obligations under the Grant Contract.

The suspension of the time-limits for payments starts when the above notification is sent by the PIU to the Beneficiary Municipality/Town. The time-limit starts running again on the date on which a correctly formulated request for payment is recorded. The Beneficiary Municipality/Town shall provide any requested information, clarification or document within 15 days of the request. 
If, notwithstanding the information, clarification or document provided by the Municipality/town,  the payment request is still inadmissible, or if the award procedure or the implementation of the grant proves to have been subject to substantial errors, irregularities, fraud, or breach of obligations, then the PIU may refuse to proceed further with payments and may, in the cases foreseen in Article 12, terminate accordingly the Grant Contract.

In addition, the PIU may also suspend payments as a precautionary measure without prior notice, prior to, or instead of, terminating Grant Contract as provided for in Article 12.

Ex-post control of payment
15.8. The PIU shall carry out ex-post control of payment that the municipality/town makes to the account of contractors/suppliers, by means of: 

· Regular monthly and four-monthly reporting – the beneficiary is obliged to submit monthly and four-monthly reports on the payments made to contractors/suppliers from the account opened with the Ministry of Finance – Treasury. 

· Account reconciliation – the PIU is obliged to control and reconcile the payments approved by the PIU and the payments made by the beneficiary. As a proof of the carried out control, a report is prepared on the payments approved by the Contracting Authority and the payments made by the beneficiary. The report is signed by the competent Contracting Authority employees. 

Expenditure verification
15.9. The expenditure verification shall be directly done by the PIU’s own staff, the Council of Europe Development Bank staff or by a body authorised to do so on their behalf, in accordance with Article 5.2. of the Grant Contract.

Payment currency 
15.10. The PIU shall make payments in RSD as stipulated in the Grant Contract. In case of an exceptional exchange-rate fluctuation, the parties shall consult each other in order to diminish the impact of such a fluctuation. Where necessary, at the order of the Commissariat, as the Lead Institution, the PIU may take additional measures, such as the termination of the Grant Contract. 

ARTICLE 16 — ACCOUNTS AND TECHNICAL AND FINANCIAL CHECKS
Accounts
16.1. The Beneficiary Municipality/Town shall keep accurate and regular accounts of the implementation of the Action using an appropriate accounting and double-entry bookkeeping system. 

The accounts: 
a)
shall comply with the accounting and bookkeeping policies and rules that apply in the Republic of Serbia;
b)
shall enable income and expenditure relating to the Action to be easily traced, identified and verified.
16.2. The beneficiary shall ensure that any financial report as required under Article 2 of this document can be properly and easily reconciled to the accounting and bookkeeping system and to the underlying accounting and other relevant records. For this purpose the Beneficiary Municipality/Town shall prepare and keep appropriate reconciliations, supporting schedules, analyses and breakdowns for inspection and verification. 

Right of access
16.3. The Beneficiary Municipality/Town shall allow verifications to be carried out by the Council of Europe Development Bank, the European Anti-Fraud Office, the European Court of Auditors and any external auditor authorised by the PIU. The Beneficiary Municipality/Town shall take all steps to facilitate their work.

16.4. The Beneficiary Municipality/Town shall allow the above entities to:

a)
access the sites and locations at which the Action is implemented;

b)
conduct the verification of the accounting documents in electronic and printed form and databases concerning the technical and financial management of the Action;

c)
take copies of documents;

d)
carry out on-the-spot checks;

e)
conduct a full audit on the basis of all accounting documents and any other document relevant to the financing of the Action.

16.5. Additionally, the European Anti-Fraud Office shall be allowed to carry out on-the-spot checks and inspections in accordance with the procedures laid down by the European Union legislation for the protection of the financial interests of the European Union against fraud and other irregularities.

16.6. Access given to the Council of Europe Development Bank, the European Anti-Fraud Office and the European Court of Auditors and to any external auditor authorized by the PIU carrying out verifications as provided for by Article 15.10. shall be on the basis of confidentiality with respect to third parties, without prejudice to the obligations of public law to which they are subject.
Record keeping

16.7. The Beneficiary Municipality/Town shall keep all records, accounting and supporting documents related to the Grant Contract for five years following the payment of the balance, and in any case until any on-going audit, verification, appeal, litigation or pursuit of claim has been disposed of.

They shall be easily accessible and filed so as to facilitate their examination and the Beneficiary Municipality/Town shall inform the PIU of their precise location.

16.8. In addition to the reports mentioned in Article 2 of this document, the documents referred to in this Article include:
а)
documents related to the selection of the beneficiary such as public announcements, rulebooks, decision on the selection of the beneficiary;
b)
accounting records (electronic and printed) from the beneficiary accounting system;
c)
proof of the procurement procedures, such as tendering documents, bids from tenderers and evaluation reports;
d)
proof of commitments such as contracts and order forms;
e)
proof of delivery of services, such as approved reports, timesheets, transport tickets; 
f)
proof of receipt of goods such as delivery slips from suppliers;
g)
proof of completion of works, such as acceptance certificates;
h)
evidence of allocated aid, contract with the final beneficiary with specifications, donation agreement with the final beneficiary, sales contract for a village house signed by the final beneficiary;
i)
proof of purchase such as invoices and receipts; 
j)
proof of payment;

k)
decision on solving housing needs of refugees and the final list of users;

l)
decision of the Municipality/Town on starting a public procurement, decision on forming the public procurement committee, minutes of the opening of bids, report on the evaluation of bids, decision on contracts awarded in public procurement;

m)
contract signed between Municipality/town and the bidder/supplier;

n)
contract on the construction material allocation signed between the Municipality/town and the selected beneficiary/user;

o)
invoice for the purchased material;

p)
copy of the supplier’s payment confirmation statement;

q)
confirmation that the material has been delivered to the selected beneficiary, delivery notes signed by the selected beneficiary;

r)
minutes of the installation of the construction material.

ARTICLE 17 — FINAL AMOUNT OF THE GRANT 

Final amount
17.1. The grant shall not exceed the maximum ceiling in Article 3.2 of the Grant Contract either in terms of the absolute value or the percentage stated therein.

If the eligible costs of the Action at the end of the Action are less than the estimated eligible costs as referred to in Article 3.1 of the Grant Contract, the grant shall be limited to the amount obtained by applying the percentage laid down in Article 3.2 of the Grant Contract to the eligible costs of the Action approved by the PIU. 

17.2. In addition and without prejudice to the right to terminate the Grant Contract pursuant to Article 12 of this document, if the Action is implemented poorly or partially - and therefore is not in accordance with the Action Description set out in Annex I of the Grant Contract (see Article 6 of the Special Conditions) or others, the PIU may, by a duly reasoned decision and after allowing the Beneficiary Municipality/Town to submit its observations, reduce the initial grant in line with the actual implementation of the Action and in accordance with the terms of the Grant Contract.

No-profit rule  
17.3. The grant may not produce a profit for the Beneficiary Municipality/Town, unless specified otherwise in Article 7 of the Grant Contract. Profit is defined as a surplus of the receipts over the eligible costs approved by the PIU when the request for payment of the balance is made. 

17.4. The receipts to be taken into account are the consolidated receipts on the date on which the payment request for the balance is made by the Beneficiary Municipality/Town that fall within one of the two following categories:
a)
income generated by the Action, unless otherwise specified in the Grant Contract;

b)
financial contributions specifically assigned by the donors to the financing of the same eligible costs financed by the Grant Contract. Any financial contribution that may be used by the Beneficiary Municipality/Town to cover costs other than those eligible under the Grant Contract or that are not due to the donor were unused at the end of the Action are not to be considered as a receipt to be taken into account for the purpose of verifying whether the grant produces a profit for the Beneficiary Municipality/Town. 

17.5. Where the final amount of the grant determined in accordance with the Grant Contract would result in a profit, it shall be reduced by the percentage of the profit corresponding to the final European Union contribution to the eligible costs approved by the PIU.

ARTICLE 18 — RECOVERY
Recovery

18.1. If any amount is unduly paid to the Beneficiary Municipality/Town, or if recovery is justified under the terms of the Grant Contract, the Beneficiary Municipality/Town undertakes to repay the PIU these amounts. After the amount of recovery has been confirmed, the beneficiary undertakes to repay any amounts from its specific-purpose account to the PIU account opened within the consolidated account of the Treasury within 45 days of the issuing of the debit note by the PIU, the latter being the letter by which the PIU requests the amount owed by the beneficiary.

18.2. In particular, payments made do not preclude the possibility for the PIU to issue a recovery order following an expenditure verification report, an audit or further verification of the payment request. 

18.3. If a verification reveals that the methods used by the Beneficiary Municipality/Town to determine unit costs are not compliant with the conditions established in the Grant Contract and, therefore an undue payment has been made, the PIU shall be entitled to recover proportionately up to the amount of the unit costs. 

18.4. The Beneficiary Municipality/Town undertakes to repay any amounts paid in excess of the final amount due to the PIU within 45 days of the issuing of the debit note by the PIU, the latter being the letter by which the PIU requests the amount owed by the beneficiary.
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