CONTRACT FOR TWINNING PROJECTSFUNDED BY THE
SMALL STATESNETWORK FOR ECONOMIC DEVELOPMENT

(Version applicable as from 24 October 2009)

ANNEX 1: GENERAL CONDITIONS

Article1l. Definitions

1.1. The following definitions apply to these conditions

Beneficiary Ingtitution (Bl): The Beneficiary Institution is that institutionclated in the Beneficiary
State responsible for the management and impletiemtaf the project that is funded by the
SSNED.

Beneficiary Sate (BS): The State (country) that will benefit from the Twing Project to be funded
by the Network.

Budget: The budget assigned to the Project, being AnnaixtBBe Contract.

Conflict of Interest: Conflict of interest occurs where impartialitydecision-making is compromised
due to family connections, political affiliationsiisiness interest or any other personal interest.

Contract: The signed agreement and its annexes enteredbétteeen the Beneficiary State, the
Service Provider and the Small States Network foortemic Development (the Parties) in
connection with the Project.

Force majeure:  Any unforeseeable situation beyond the Partiestrol which prevents them from
fulfilling their Contractual obligations, in spitef due diligence.

Funding, the: the amount of money allocated for the implementatibthe Project.

Implementation Period: The implementation period is the time span betwikenbeginning and the
end of the substantive part of the Project

Line Ministry: The Ministry in the Beneficiary State designatsdize Beneficiary Institution in the
Terms of Reference.

Network: Small States Network for Economic Development.

Parties to the Contract: The Contract has three Parties, namely the Benefitate, the Service
Provider and the Network.

Per Diem: The Per Diem (or subsistence allowance) coversragwodation, meals, local travel
within the place of mission and sundry expensegivatgnt to that applicable to the EC-funded
external aid Contracts, when missions require arroght stay away from the normal base of
operations.

Project: The twinning project, as described in the TermsRefference, being Annex 2 of the
Contract.

Project Leader in the Beneficiary State (BS-PL): The person, appointed by the Beneficiary Instituti
to oversee and monitor the progress of the Projettehalf of the Beneficiary State.

Project Leader appointed by the Service Provider (SP-PL): The person, appointed by the Service
Provider to oversee and monitor the progress oPtlogect on behalf of the Service Provider.

Project Manager (PM): The person appointed by the Beneficiary Institutio manage the Project
and to organise logistics of those involved in Beject including the Twinning Advisor and
other experts. The Project Manager is also to enthat all documentation relating to request
for funding is submitted to the Network.

Project Monitoring Committee (PMC): A Committee set up by the Beneficiary State, whsbtlall
include the BS-PL, the PM and others, as apprapriadhe Network shall have the right to
appoint a member on the PMC. The Twinning Advisam be invited to attend meetings of the
PMC as observer.

Request for Payment: A document bearing the signature of the BS-PLuesting an advance or the
payment of the provision of a service or purchdsgoods, in direct connection with the Project.



Service Provider (SP): the party which enters into a Contract with thevidek and the Beneficiary
State to perform the services required by the Beiaey State. The SP should be either (a) a
public sector ministry, department or agency or éprivate sector organization, provided that
this organization is authorised to offer the Seesidy the Government of the Small State
Twinning Partner where the organization is located/or registered.

Services: activities to be performed by the Service Providetby experts engaged by the Service
Provider, as per Contract, including technicalstasice, studies and training.

Small State Twinning Partner (SSTP): The State (country) in which the Service Providsides or is
registered as a service provider.

Substantive Part of the Project: That part of the Project which commences when Skevice
Provider starts offering his/her Services and emldsn the Service Provider completes the tasks
indicated in the Terms of Reference, being Annexthe Contract.

Subsistence allowance: See “Per Diem”

Twinning Advisor: The person appointed by the Service Provider teigeotechnical advice to the
Beneficiary Institution in connection with the ingphentation of the project.

Terms of Reference: Annex 2 of the Contract, relatingiter alia, to the provision of the Services,
containing (a) brief background information abtheé beneficiary state and the line ministry
involved in the Project (b) objectives of the Paobjand the results to be achieved (c) Project
description in detail, including the functions dfet Project Leaders, Twinning Advisor and
Project Manager (d) logistics and timing, presdrés a work programme (e) physical and
personnel requirements including qualificationstted experts involved (f) administrative and
financial reporting requirements, and (g) methddsionitoring including Indicators.

Article 2. General Obligations

2.1. The BS and the SP shall implement the Project diligence, efficiency and transparency,
and in accordance with the Terms of Referenceefitoject.

2.2. The BS must provide the Network and SP-PL all negfliinformation relating to the
implementation of the Project.

2.3.  Personnel assigned to implement the Project byBtBeand the SP shall be appropriately
gualified and experienced and shall have the nacgskills to undertake the required tasks.

2.4. Parties to this Contract that have some Contracualher juridical relationship with third
parties that are involved in the Project, undertakmnake this Contract binding on such third
parties to the extent necessary so as to implefesntContract in accordance with its
intended terms and scope. Without prejudice togeerality of the foregoing the Parties
shall ensure that such third parties are bound hey dbligation of confidentiality, the
arbitration clause, and the conflict of interestusle.

2.5. The Parties undertake to inform all third partiegived in the implementation of the Project
about this Contract so as to ensure that this @onis properly observed.

Article3. Monitoring and Administrative Reporting

3.1.  Ongoing monitoring shall be conducted by the PM@hi BS. For this purpose, the PMC is
expected to meet at least three times, namelyeatniteption Stage, half way through the
implementation period and at the end of the sulistarpart of the Project. Monitoring
should be conducted principally with regard to tected outputs set in the Terms of
Reference and the allocations set in the Budget.



3.2.

3.3.

3.4.

3.5.

The PM in consultation with the BS-PL shall draw atpleast three administrative reports
related to the Project, namely (a) a concise inorpeport at the start of implementation, (b)
an interim progress report, roughly half way betw#ge commencement and the expected
termination of the Project, which report is to umb¢ a financial statement and (c) a final
report, on completion of the Project, which repsrlso to include a financial statement. The
final report is to be drawn up in consultation witie SP-PL. These reports are to be
submitted to the Network by the deadline indicatethe Terms of Reference.

The main headings and templates relating to thésengstrative reports are appended to the
Contract as Annex 7.

Following the receipt by the Network of the finaport, the Network secretariat may appoint
an expert or a team of experts, depending on thgnitegle of the project, to conduct a final

evaluation. The secretariat may also conduct arimtevaluation if it feels this is required.

The BS and the SP shall provide documents andnt#ton connected with the Project to

the expert/expert team and shall assist with tla¢uation.

The Network shall consult with the BS and SP antiprovide them with an advanced draft
of the Evaluation Report, before finalising the BepThe Network shall provide copies of
the final Evaluation Report to the BS and SP.

Article4. Implementation Period

4.1.

4.2.

The implementation period of the Project is laidvdoin the Terms of Reference. The BS
must inform the Network without delay of any circstances likely to hamper or delay the
implementation of the Project.

The BS or the SP may request an extension of thd®s implementation period without
requesting an amendment to the Contract providatdtthis is done no later than one month
before the Project is scheduled to end and provitledl the request is accompanied by
supporting evidence needed for its appraisal. Kbension shall be granted provided that all
parties agree to such extension.

Article5. Amendmentsto the Contract and Amendmentsto the standard form

5.1.

5.2.

5.3.

5.4.

A Party to the Contract can propose amendmentset@€bontract by indicating such proposed
amendments using the form appended to the Coreisa&nnex 4 (Part 1) and the other
parties shall reply on Part 2 of the same formorter for these amendments to be binding
they have to be approved and signed by the thraee®a the form appended to the Contract
as Annex 4 (Part 2).

The BS or SP requesting an amendment to the Cominast submit, through their respective
Project Leader, the request to the other Partidsaat one month before the date on which
the amendment is expected to enter into force,sgnlleere are special circumstances duly
substantiated by the Party requesting the amendiaettaccepted by the other Parties.

Once approved and signed by the three parties,athendments entered in the forms
appended as Annex 4 (Part 2) shall become an Addenal the Contract. Unless otherwise
stated, theamendments will come into force as soon as the Adidgi® is signed by the
three Parties.

When the Contract has not yet been signed, Annexay be used to derogate from these
General Conditions. Annex 4 may be used as margstas needs be.



5.5.

5.6.

When the proposed amendments to the Contract doeafiect the basic purpose of the

Project and the financial impact is limited to ansfer between the main budget headings
involving a variation of 15% or less of the origiremounts, the other Parties shall not

oppose these amendments, provided that the change budget headings only affects the
budget of the Party requesting the amendment.

Changes of addresses and contact details and changfge name and related details of the
bank account may simply be notified to the otheti®a

Article6. Termination of the Contract

6.1.

6.2.

6.3.

6.4.

6.5.

If the BS believes that the Services in connectith the contract can no longer be executed
effectively or appropriately, it shall consult withe SP on this matter. Likewise, if the SP
believes that the Services can no longer be exéceifectively or appropriately, it shall
consult with the BS on this matter. If the two Rextagree to terminate the Contract they
shall communicate such agreement in writing toNleéwvork, in which case the Contract will
be terminated as soon as the Network receives titiemvcommunication, duly signed.

Failing agreement between the BS and the SP tdrtaetenthe Contract, the Party that wants
to terminate the Contract shall serve one monthigtem notice to the other Parties that it
wants to terminate the Contract.

The Network may terminate the Contract and in paldir release itself from the obligation to
provide Funding when (a) the BS or the SP failulfilfany of the obligations relating to the
Contract’'s Specific and General Conditions, withappropriate justification, after being
given a month’s notice in writing to comply withette conditions and (b) either the BS or the
SP make false or incomplete statements to obtaifrtimding provided for in the Contract.

The BS and the SP may terminate the implementaticadl or part of the Project if force
majeure and other circumstances make it too diffiou dangerous to continue. In such an
eventuality, the BS and the SP, jointly or indivatly, must inform the Network without
delay and provide all the necessary details inrggsird.

When the Contract is terminated prematurely, thevdek in its capacity as fiduciary of the
other Parties, shall decide (a) which part of thgdet will have already been implemented
satisfactorily in line with the Contract's Specifand General Conditions and Terms of
Reference; (b) what portion of the Funding showddabiocated for the implemented part of
the Project; and (c) how this portion is to be edied between the BS and the SP.

Article 7. Reduction of the Funding

7.1.

7.2.

If in the opinion of the Network, acting in its capty as fiduciary of the other Parties, the
Project (a) was not implemented fully and/or (b)swet implemented up to the standard
required, as per the Terms of Reference, the Fgndiay, in the light of the above

conclusions, be reduced by the Network. In suckwantuality, the Network will determine

what proportion of the reduction of the Funding wdoaffect the BS, and what proportion,
the SP. In determining the proportion of such réidas, the Network shall give due

consideration to the factors that led to the Ptopming implemented in a poor or partial
manner.

If the BS fails to supply the Network with the nesary administrative reports by the dates
indicated and fails to furnish an acceptable arflicgent written explanation as to why the



BS was unable to comply with this obligation, thetwork may reduce the Funding to the
BS, giving due consideration to the factors thdtttethe non-submission of the reports.

Article 8. Liability and Conflict of Interests

8.1.

8.2.

8.3.

The Network shall not under any circumstances orfty reason whatsoever be held liable
for damage or injury sustained by the staff or propof the BS or the SP while the Project is
being carried out or as a consequence of the Rrdjae Network cannot therefore accept
any claim for compensation or increases in paynientonnection with such damage or
injury.

The Network shall only be liable for obligationgetditly associated with the Project up to a
maximum of the Funding indicated in the Contract.

The Parties to the Contract shall take all necggsaacautions to avoid conflict of interests
and shall inform the Network without delay of antuation constituting or likely to lead to
such conflict.

Article 9. Confidentiality

9.1.

The parties undertake to preserve the confidetytiafi any document, information or other
material in connection with the Project, commuredato them in confidence until at least
seven years after the final payment in connectiith the same Project.

Article 10. Publicity

10.1.

10.2.

The BS and the SP shall, when the occasion apsgdicise the fact that thetwork has
financed or co-financed the Project. Any noticepablication by the BS concerning the
Project, including those given at a conferenceemnisar, must specify that the Project has
received fundingrom the Network.

If the BS or SP decide to place advertisementhiénnhedia relating to the Project,
prior approval of the wording of the adveementwill have to be obtained from the
Network before this goes to pressThe Networkmay suggest amendments the
advertisement.

Article 11. Owner ship/use of Results and Equipment

11.1.

11.2.

11.3.

Ownership and title of intellectual and industgabperty rights directly associated with the
Project's results, reports and other documentsingl#o it, shall be vested in the Network,
except for intellectual property rights associatgth training material prepared by the SP in
the course of the Project, which shall remain \ilith SP.

Ownership of equipment purchased for the purpotsbeoProject in the BS shall be vested in
the BS. Title to consumables and any other movadsiaelf also be vested in the BS.

Title to any Contracts of lease or any other Catvéhatsoever entered into by any of the
Parties for the purpose of the Project shall veshé party which funded the same.

Article 12. Applicable Law and Dispute Settlement

12.1.

This Contract shall be governed by Maltese Law.



12.2.

12.3.

12.4.

12.5.

12.6.

A dispute shall be formally notified by a Partydhgh a letter addressed to the other Parties,
duly dated and signed by the authorized represeatat that Party. On receipt of this letter,
the Network shall commence proceedings to setdalibpute.

Any dispute relating to the Project or to the iptetation of the Contract which cannot be
settled amicably between the Parties shall benaddeo arbitration. It is being agreed for the
purposes of Article 1(3) of the Model Law annexedtte Arbitration Act, Chapter 387 of the
revised edition of the published Laws of Malta ttieg disputes contemplated herein relate to
more than one country and this arbitration agre¢n®mgoverned by Part V of the said
Arbitration Act.

The Network shall set up a Committee for Arbitratimade up of four members, one of
which shall be appointed by the Network, two by B® and the SP respectively and a
chairperson appointed jointly by the BS and the v@thin 2 weeks that the dispute is
notified. If the Parties do not agree on the sedacof a chairperson, this function will be
carried out by the Governor of the Central BankMt#ita or his delegate. The chairperson
shall also determine what procedure is to be faldwThe decision of the Committee for
Arbitration shall be binding on the parties withoetourse to appeal.

Proceedings shall take place in the English languagless otherwise determined by the
Network.

The courts of Malta shall have any residual juddn contemplated under Chapter 387 of
the Laws of Malta.

Article 13. Financial Provisions: General Principles

13.1.

13.2.

13.3.

13.4.

13.5.

Payments in connection with reimbursements or fivdry of goods and services or in
connection with advances, can only be effectedfaotig a Request for Payment, submitted
to the Network (a) directly by the BS-PL in casdsempenditures incurred or advances
requested by the BS, or (b) by the SP-PL, through BS-PL, in cases of expenditures
incurred or advances requested by the SP. AnndxtfiecContract contains a template that
must be used when requesting payment.

In the Request for Payment the BS-PL must certifit the expense is (a) an eligible cost as
indicated in these general conditions (b) is diyeconnected with the Project and (c) forms
part of the budget of the Project.

A Request for Payment may be made for (a) an a@vanconnection with travelling or per
diem (b) refund of an expense incurred by the BSPrin connection with the delivery of
services or for the purchase of goods and (c) dgettlement to suppliers in connection with
the delivery of services or for the purchase ajdso

Payments by the Network may be made (a) by trartefehe bank account BS-PL if the
expense is incurred by the BS-PL (b) by transfethi® bank account of the SP-PL if the
expense is incurred by the SP-PL (c) directly gtppliers of goods or services if the goods
or services are purchased on credit on behalf@B& or SP, on the basis on an invoice by
the supplier.

Payments shall be made in Euros unlessit is chapdransact in USD or GBP. Costs
incurred in other currencies must be convertedhat neference rate published by the
European Central Bank as on the date of the invoicen the request for payment. No



13.6.

13.7.

compensation will be made for exchange rate fluaina after or before the dates of the
invoice or request for payment.

Unless otherwise provided, payments shall be maten60 days of receipt of the Request

for Payment. Payment may be deferred if the sesvicwered by the payment are contested
or if the supporting documentation is incompleténeT60-day payment period does not

include any delays occurring as a result of bankirngedures.

If the time-limit for payments is exceeded withalute justification, the BS or SP shall be
entitled to interest calculated pro rata on thashathe number of days by which payment is
delayed, at the interest rate applied by the Ewmoggentral Bank on Deposit facility, plus 1
percentage point.

Article 14. Eligible costs

14.1.

14.2.

To be considered eligible as costs of the Project:

0 The cost must be necessary for carrying out thge@tro

0 In the case of delivery of services and purchasgoafds, the costs must have actually
been incurred by the BS or have been purchasededit rom a supplier.

0 In the case of per diems (subsistence allowanti@s)ost will be given totally or partially
as an advance.

o All costs must be identifiable, verifiable and beadkby originals receipts and related
supporting evidence.

Eligible costs covered by the Contract will include

0 Remuneration for staff engaged specifically for tmject, and remuneration-related
costs, which must not exceed those normally paidsiimilar services in the BS or the
SSTP, as the case may be.

0 Per diem rates, which should not exceed those indicatetiénframework of EC-funded
external aid Contracts and in cases of missiongitieg an overnight stay away from the
base of operations applicable to the year duringchvkhe Project is in operation. The
network reserves the right to advance 60% of thediem before the beginning of a
mission, with the remaining 40% paid within 60 dajshe completion of the mission.

o0 Travelling expenses directly connected with thggm and not undertaken in connection
with the normal occupation of the traveller or watther business. These expenses include
(a) travel by air at economy class in the mostalireute between the place of departure
and the final destination — travel at a class highan economy class in not permitted
unless specifically authorised by the Network isesawhere the traveller is aged 65 years
or older or when the travelling time exceeds 15r&por when there are other special
circumstances that in the opinion of the Networktify travel at a class higher than
economy class; (b) travel by train or ship/ferrgdgc) travel by own car exclusively in
connection with the project, to be remunerated maaimum rate of €0.35 per kilometre,
provided that the cost of travel by own car is moractical and/or is cheaper than travel
by air (economy class), sea or railway.

0 Purchase or rental costs for equipment and supfl@s or used) specifically used for the
purposes of the Project;

o Costs of services at rates corresponding to magkes in the country where they are
purchased;

0 Consumables directly associated with the Project;

0 Sub-contracting, as indicated in the Terms of Refee;

0 Other costs deriving directly from the requiremeraé the Contract, including
dissemination of information, evaluations and auddf the Project, translation,



14.3.

14.4.

reproduction of materials, insurance (provided ttie interests of the Network are
specifically covered), costs of bank transfers famahcial guarantees;

0 A contingency reserve not exceeding 5 % of thel tmiats which may be used only with
the prior written authorisation of the Network.

Unless otherwise specifically included in the Buggeervices offered for the Project by
public service officials in the BS and SSTP shall donsidered as a contribution in kind.
However compensation for the writing of reportsdugh officials may be considered as an
eligible expense, if this is specified as sucthim Budget.

Unless otherwise specifically provided for in thedget, the following costs shall not be
considered eligible costs:

contributions in kind relating to premises or equégnt;

debts and provisions for losses or debts;

interest owed;

items already financed in another framework;

purchases of land or buildings;

currency exchange losses;

taxes, including VAT (except where the BS or thec&Rnot reclaim VAT);

credits to third Parties.
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Article 15. Accountsand Technical and Financial Checks

15.1.

15.2.

15.3.

Eligible and approved expenses incurred by the B$® $P in connection with the project
shall be settled by cheque or by bank transfemantéh cash, except in the case of petty cash,
which must not exceed €25 per item purchased. &tlypash expenses must be recorded and
related receipts must be kept.

The BS-PL and the SP-PL shall keep accurate andarergcords of the payments made by

them respectively in connection with the impleméota of the Project using appropriate

accounting methods. For this purpose the BI throtigh BS-PL shall prepare and keep
appropriate supporting documents for inspection eadfication by the Network. These
documents shall include:

o Proof of disbursement of funds in case of delivargoods, including invoices, copy of
cheques or transfer documentation, and delivepg $tom suppliers.

o Proof of delivery of services, including invoicesppy of cheques or transfer
documentation, and statement of completion of émeice;

o Proof of travel (a) in case of transport by a@a ®r train such proof should include the
original boarding passes, a copy of the itineraryd proof of disbursement of funds,
when applicable, including copy of cheque or tfandocumentation and receipt by the
travel agency (b) in the case of transport by own such proof should include a
statement signed by the traveller, attesting to distance covered exclusively in
connection with the project.

0 Bank statements, which attest to the expenses matlee BS-PL and BS-SP directly in
connection with the Project.

Copies of these documents are to be annexed Regeest for Payment Document.

In the case of personnel engaged specificallylHerRroject, the BS-PL and the SP-PL shall
instruct such persons to keep time-sheets relatirteir services and tickets relating to air,

land and see transport, and other documents relatieavelling and services offered by such
personnel. The BS-PL shall keep these records dsaweelated records such as Contracts
and salary statements for inspection and verificatby the Network. Copies of these

documents are to be annexed to Request for Payment.



15.4. Records relating to payments must be kept for @d@-yperiod after the last payment made
under the Contract.

15.5. The BS and the SP shall allow the Network, and erternal auditor to examine the
documents, including by means of on-the-spot checks

Article 16. Final amount of Financing by the Network

16.1. The total amount to be paid by the Network to ti& d@hd the SP taken together shall not
exceed the amount of the Funding laid down in tbatfact’'s Specific Conditions, even if
the total eligible costs disbursed or are accruezked the total budget, appended to the
Contract as Annex 3.

16.2. If the eligible costs disbursed or are accruedhat énd of the Project are less than the
estimated total cost referred to in the Contra®gecific Conditions, the Network's
contribution shall be limited to the amount actyalisbursed or accrued.

16.3. The BS and the SP agree that the Funding can uraeircumstances result in surplus of
receipts over the costs for the BS.



