Annex K – Additional clarifications on financing not linked to costs
How to embed FNLC features in a grant proposal

Provided that the call for proposals (or the letter inviting for an application in case of grants awarded outside a call for proposals) allows for financing not linked to costs (hereinafter “FNLC”) as form of Union contribution (combined or alternative to the cost-based ones), the applicant is required to provide unequivocal and clear information in its application that includes the use of FNLC (see in particular Article 14bis of the General Conditions of grant contracts[footnoteRef:2]). [2: 	Article 14bis.1 reads “Where the grant takes the form, entirely or partly, of financing not linked to costs, the grant is subject to the achievement of results measured by reference to previously set milestones or through performance indicators.”] 

Please note that the contracting authority has to indicate which types of contributions are allowed for a given call for proposals. The applicants are free to choose within all forms allowed.
This Annex K provides additional guidance to applicants that intend to use financing not linked to costs (FNLC) and how this is accurately transposed in the relevant sections of the application form and related Annexes. 
Because of the nature of FNLC as form of Union contribution (e.g. subject to the achievement of results measured by reference to pre-agreed indicators), it is recommended to the applicant to design clearly the intervention logic (with its results and indicators) in Annex e3d and eventually transpose them in the budget (Annex e3c) and provide all details and information required in the application form (Annex e3b). Accordingly, this Annex K focuses on the FNLC elements the applicant is requested to provide in:
· Annex e3d – Logframe
· Annex e3c – Budget
· Annex e3b – Application form

This Annex K also provides indicative checklists that the applicant could use as further guidance to make sure FNLC elements are adequately embedded in the application submitted and its annexes.

Without prejudice to the General Conditions for grant contracts, the key elements for the use of FNLC are listed below (not exhaustive list):
· FNLC can cover the entirety or a part of the EU contribution;
· FNLC is based on the achievement of results measured by previously set performance indicators. Such elements (results and indicators) are to be clearly spelled out and described in the relevant sections of the Application form (Annex e3b) and the Logframe (Annex e3d);
· the same results and indicators that are spelled out and described in Annex I as linked to FNLC are to be listed in the Budget (Annex e3c, tab 1.c for a budget entirely FNLC);
· FNLC part of the action is not subject to any other provision applicable to costs (i.e. eligibility, direct and indirect, contingency, expenditure verification, no-profit, etc.);
· the financial reporting on the FNLC part of the action is not to be based on costs. However, the necessary supporting documents, including where relevant accounting documents, are to be provided, if requested.
Provided that the intervention includes results measured via performance indicators, which are clearly identified in the Logframe and the Application form (section 2.1.1 of Annex e3b), the results and the related performance indicators will need to be transposed in amounts specified in the Budget (Annex e3c).

Disclaimer: the examples provided are meant to show the consistency between the Logframe, the budget, and the application form narrative section. They are fictitious and figures are made up. 
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Annex e3d - The Logframe
The Logframe is a tool that shows in a structured way the intervention logic. The template of the Logframe is available in Annex e3d and it becomes part of the grant contract.
The Logframe also explains how performance is measured, e.g. results measured via pre-agreed indicators. As per Article 14bis of the General Conditions, FNLC is a form of Union contribution based on the achievement of results measured via pre-agreed indicator. Hence, the tight link between the results (outputs/outcomes/impact) and indicators in the Logframe with FNLC. However, please note that not all results (outputs, outcomes, impact) and indicators in a Logframe are suitable to become headings and sub-headings of an FNLC budget. Some of them will be not suitable for FNLC, but still needed in the Logframe for monitoring, reporting, and evaluation purposes. Therefore, the Logframe templates requires to specify in a dedicated column which indicators are also to be budgeted – and to be copied faithfully in the Budget (Annex e3c) and in the Application form (Annex e3b).
For the purpose of the example provided in this Annex K, the applicant is proposing an action that will have a duration of four years, with a maximum EU contribution of EUR 1 561 000, entirely FNLC, and that will focus on the energy sector. The Logframe below is purposively incomplete – it is used purely to show the FNLC elements and it is not to be considered as an example of fully completed logframe for monitoring, reporting and evaluation purposes.
Disclaimer: the examples provided are meant to show the consistency between the Logframe, the budget, and the application form narrative section. They are fictitious and figures are made up. 

	Results
	Results chain
	Indicator
	FNLC
	Baseline
(value & reference year)
	Target
(value & reference year)
	Sources of data 
	Assumptions

	Impact (Overall objective)
	Impact
To strengthen the role of the Ministry of Energy as the energy sector policyholder
	Level of stakeholder perceptions of Ministry of Energy’s role and performance.
	No
	To be defined by baseline survey (2024)
	To be defined by baseline survey (2027)
	Stakeholder surveys including government bodies, donors, private sector, CSOs, academia.
	Not applicable

	Outcome (s) (Specific objective(s)
	Outcome 1
Broad-based stakeholder participation in the development of the energy sector policy and regulatory framework is established
	1.1 Extent to which mechanism for coordination, collaboration and dialogue among different actors involved in the energy sector is effective.


	No
	To be defined by baseline survey
(2020) 
	To significant extent (2027) 
	Stakeholder surveys including government bodies, donors, private sector, CSOs, academia.
Surveys to be designed and conducted by Technical Assistance
	Ministry of Energy is committed to wide stakeholder consultation and sector coordination.

	
	Outcome 2
Policy implementation in three policy priority areas is improved (new electricity generation, liquefied petroleum gas, rural electrification)
[FNLC outcome]
	2.1 Extent to which there is a positive change towards a transparent procurement process for new Renewable Energy generation from Independent from Power Producers (IPPs). in accordance with Policy Priority Electricity Generation.
	No
	To limited extent (2021)
	To full extent (2027)
	Project reports.
Assessment by independent experts
	Government is committed to a transparent process leading to a longer-term behavioural change

	
	
	2.2 Number of households provided with access to clean cooking and fuel
	Yes
	0 (2024)
	3 000 (2027)
	Reports from Ministry of Energy (including disaggregated data by gender). 
Reports from private sector Liquefied Petroleum Gas (LPG) distributors/providers. Importation and distribution records of bottles.
Appendix 4 for technical specifications/standards
	Target beneficiaries are willing to switch from charcoal to Liquefied Petroleum Gas (LPG) bringing about positive behavioural change.

	Outputs
	Output 1 related to Outcome 1
Output 1.1
Improved policy dialogue mechanism
[FNLC output]
	1.1.1 Indicator 1 to Output 1 
Number of conferences that agrees at least 3 policy related action points as part of the conclusions (as per standards detailed in the narrative of the DoA – Annex 1).
	Yes
	0 (2024)
	1 (2024)
2 (2025)
3 (2026)
4 (2027)
	Minutes of conferences with recommendations, action points and conclusions.
Action points signed and endorsed by Ministry of Energy.
Appendix 1 for technical specifications/standards
	Wide stakeholder interest to participate in policy dialogue.

	
	Output 2 related to Outcome 1
Output 1.2
Increased capacity to engage on regulatory framework
[FNLC output]
	1.2.1 Indicator 1 to Output 2 
Number of consultation / training events where at least 50% of the participants trained pass performance assessment (test) with a minimum score of 65%
	Yes
	0 (2024)
	2 (2024)
4 (2025)
6 (2026)
	Test results of participants based on pre-defined test questions agreed with the EU Delegation and testing overseen by Technical assistance.
Appendix 2 for technical specifications/standards
	Wide stakeholder interest in policy and regulatory developments.

	
	Output 1 related to Outcome 2
Output 2.1
Adherence to public procurement procedures described in Annex 1 for the procurement of new Renewable Energy generation from Independent from Power Producers (IPPs) is ensured.
[FNLC output]
	2.1.1 Indicator 1 to Output 1 
Number of technology-specific and site-specific grid-tied RE generation projects tendered following the public procurement procedures (set out in Appendix 3)
	Yes
	4 (2024)
	5 (4+1) (2024)
7 (4+3) (2026)
8 (4+4) (2027) 
	Tender documentation approved by the Public Procurement Authority
Appendix 3 for technical specifications/standards
	International and local private sector interest in participating in Malawi energy market

	
	Output 3
Third party assessment
[FNLC output][footnoteRef:3] [3: 	Please note that in case of hybrid budget, i.e. cost-based and FNLC (see tab 1.b of Annex e3c), the Third Party Assessment is not to be considered as an output for the purpose of the Logframe. In terms of budget it will be considered as a cost and budgeted under the heading 5 “Other costs, services”.] 

	Indicator 3.1
Number of third party assessment Reports approved
	Yes
	0 (2024)
	1 (2027)
	Third party assessment report
	N/A




The indicative self-guidance checklist provided below aims to support the applicant to verify that the indicators selected for FNLC are fit for purpose. This checklist is purely indicative and not to be filled in by the applicant as part of the Application Form.
Indicative self-guidance checklists for “contractable” performance indicators:
	Are the contractable indicators selected for FNLC fit for purpose?
	Yes/No
	Comment/explanation

	1. 
	Does the result measured by the indicator fall under the sphere of control of the beneficiary and target groups (output)?
	
	Output level indicators are less risky

	2. 
	Does the result measured by the indicator fall under the sphere of direct influence of the beneficiary and target groups (outcome)
	
	Outcome level indicators are riskier – but embed the incentive to achieve a higher level result

	3. 
	Can the beneficiary be reasonably held accountable for the delivery or achievement of the result measured by the indicator? (see check 1)
	
	If yes, the risk of not achievement is mitigated and FNLC could be used

	4. 
	Is the indicator closely linked to the result (output or outcome) it is intended to measure?
	
	If not, please make sure the indicator fits the purpose of measuring the related output/outcome

	5. 
	Is the indicator phrased in a neutral (no direction of change) and unambiguous way (is it clearly formulated and do all parties have the exact same understanding of what it means)?
	
	If not, please rephrase it

	6. 
	Is the indicator accompanied by reliable baselines (with respective years) and sufficiently ambitious but achievable targets (with reference years)?
	
	If not, please add them. The indicators are not “contractable” without baseline and target

	7. 
	Does the indicator need to be further specified through technical specifications, standards?
	
	If yes, make sure that technical specifications / standards are mentioned in the application and if needed please add Appendixes to provide further specifications 

	8. 
	Are the sources of data clearly stated in the logframe in relation to each indicator?
	
	The source of data is of utmost importance to validate the achievement of the result. If not clearly stated, please add data sources. 

	9. 
	Do the data sources mentioned already exist and are they reliable?
	
	If not, see point below

	10. 
	If not, have additional tools to collect the data needed to inform the indicator been devised? 
	
	If not, ad hoc data collection tools (e.g. ad hoc questionnaires, surveys) should be devised, included in the project monitoring system and – where necessary – budgeted for

	11. 
	Are the costs linked to the additional data collection tools reasonable (justified in light of the importance of the result to be measured)?
	
	If not, consider selecting (or formulating) an alternative indicator

	12. 
	Can the indicator be informed prior to the end of the operational implementation of the action?
	
	If not, an alternative indicator should be identified. FNLC indicators are used for payments – hence they are to be measured during the lifetime of the project.
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Annex e3c - Budget

Following the identification of the results (outputs/outcomes) and related indicators that are suitable for FNLC, the same results and indicators are to be listed as headings and sub-headings of the Budget.
In the case of an action making use entirely of FNLC, the tab to complete from the template provided in Annex e3c is tab 1c. Budget FNLC ONLY.
For the purpose of the example provided in this Annex K, the applicant is proposing an action that will have a duration of four years, with a maximum EU contribution of EUR 1 561 000, entirely FNLC, and that will focus on the energy sector.
In line with Article 2.11 of the General Conditions for grant contracts, the applicant should include in the Budget a third party assessment, unless the type of results and indicators to be reported on and validated would justify the contrary. In the latter case the applicant is required to provide a justification. Should the applicant be successful, the Special Conditions of the grant contract will derogate to the obligation set in Article 2.11 of the General Conditions. 
Disclaimer: the examples provided are meant to show the consistency between the Logframe, the budget, and the application form narrative section. They are fictitious and figures are made up. 
	1. Budget for the action entirely Financing Not Linked to Costs (FNLC)
	All Years
	Year 1

	Results measured via pre-agreed performance indicators
	Unit
	Target
	Value per unit (in EUR)
	Total Amount/ Contribution
(in EUR)
	Unit
	Target
	Value per unit
(in EUR)
	Total Amount/ Contribution
(in EUR)

	Outcome 2: Policy implementation in three policy priority areas is improved (new electricity generation, liquefied petroleum gas, rural electrification)

	Indicator 2.2 to outcome 2 - Number of households provided with access to clean cooking and fuel
	per number
	3 000
	50
	150 000
	per number
	500
	50
	25 000

	Subtotal for outcome 2
	N/A
	N/A
	N/A
	150 000
	N/A
	N/A
	N/A
	25 000

	Output 1.1: Improved policy dialogue mechanisms

	Indicator 1.1.1 to output 1.1 - Number of conferences that agrees at least 3 policy related action points as part of the conclusions 
	per conference
	4
	20 000
	80 000
	per conference
	1
	20 000
	20 000

	Subtotal for output 1.1
	N/A
	N/A
	N/A
	80 000
	N/A
	N/A
	N/A
	20 000

	Output 1.2: Increased capacity to engage on regulatory framework

	Indicator 1.2.1 to output 1.2 - Number of consultation / training events where at least 50% of the participants trained pass performance assessment (test) with a minimum score of 65%
	per event
	6
	10 000
	60 000
	per event
	2
	10 000
	20 000

	Subtotal for output 1.2
	N/A
	N/A
	N/A
	60 000
	N/A
	N/A
	N/A
	20 000

	Output 2.1: Adherence to public procurement procedures described in Annex 1 for the procurement of new Renewable Energy generation from Independent from Power Producers (IPPs) is ensured

	Indicator 2.1.1 to output 2.1 - Number of technology-specific and site-specific grid-tied RE generation projects tendered following the public procurement procedures set out in Annex 1
	per site
	4
	30 000
	120 000
	per site
	1
	30 000
	30 000

	Subtotal for output 2.1
	N/A
	N/A
	N/A
	120 000
	N/A
	N/A
	N/A
	30 000

	Output 3: Third party assessment[footnoteRef:4] [4: 	Please note that in case of hybrid budget, i.e. cost-based and FNLC (see tab 1.b of Annex e3c), the third party assessment is not to be considered as an output but as a cost and budgeted under the heading 5 “Other costs, services”.] 


	Indicator 3.1 - Third party assessment 
	per approved report
	1
	3 000
	3 000
	per approved report
	0
	3 000
	0

	Subtotal for third party assessment
	N/A
	N/A
	N/A
	3 000
	N/A
	N/A
	N/A
	0

	 
	 
	 
	
	 
	 
	 
	 
	 

	2. Total amount of the action
	 
	 
	 
	413 000
	 
	 
	 
	95 000





The indicative self-guidance checklist provided below aims to support the applicant to make sure the Budget of an intervention that uses FNLC is correctly crafted. The amounts related to the results measured via performance indicators, as clearly identified in the application form (Annex e3b) and the Logframe (Annex e3d), are to be faithfully transposed in the budget. This checklist is purely indicative and not to be filled in by the applicant as part of the Application Form.

Indicative self-guidance checklists for budgeting FNLC results and indicators:
	Are the contractable indicators selected for FNLC fit for purpose?
	Yes/No
	Comment/explanation

	1. 
	Has the total maximum amount linked to performance / FNLC been defined and reflected in the budget?
	
	The maximum FNLC amount of the budget is to be fixed

	2. 
	Has the amount to be paid for the achievement of each result delivered/achieved been discussed and mutually agreed by the beneficiary with the relevant stakeholders?
	
	Please make sure the expectations on the expenses/risks covered by the unit of measure are agreed. To each FNLC result should correspond an amount (heading in the budget).

	3. 
	Do the beneficiary understand that the FNLC amount should integrate potential risks, including (non-exhaustive list) the risk of partial or non-achievement, the risk of increase of inputs prices, the risks of currency fluctuation, etc.?
	
	Please make sure the expectations on the expenses/risks covered by the unit of measure are agreed among the parties

	4. 
	Do the budget headings (and sub-headings) in the FNLC section of the budget mirror the FNLC results and “contractable” performance indicators included in the logframe?
	
	If not, please make sure the “contractable” indicators (and related results they intend to measure) are the same as per Logframe/application. Results per se cannot be budgeted without having at least one indicator per result budgeted

	5. 
	In case of hybrid budgets, are indirect costs being calculated only on direct eligible costs of the budget?
	
	If not, please make sure indirect costs are calculated on the eligible costs and not on the FNLC component of the budget




2025	Page 7 of 16
e3a2_clarifications_FNLC_annex_K_en.docx
Annex e3b – Application form

The instructions to complete Section 2.1.1 of the application form (Annex e3b) requires providing specific information on FNLC that are interlinked with the Logframe (Annex e3d) and the Budget (Annex e3c).
Without prejudice to all other instructions provided to fill in the application form and, in particular, its description of the action, Section 2.1.1 requires to describe the intervention logic, but also to fill in one table per result level (outputs and outcomes). Such tables includes specific relevant information in case of use of FNLC. 
Relevant instructions for Section 2.1.1 related to outputs and outcomes include:
Where the guidelines authorise the submission of applications for a contribution in the form of financing not linked to costs, please provide full attention to the following elements:
· The description of the action (narrative), the Logical Framework Matrix (as per template), and any supporting document identified as source of data will be the basis for the validation/assessment of the results achieved during implementation;
· Please clearly indicate which outputs/outcomes and which indicators are to be forming part of the Budget (Annex e3c) and which ones are exclusively meant for monitoring, reporting and evaluation purposes; 
· Include reference of any necessary supporting documents (technical specifications, agreed standards, etc.) that will be used for the validation / assessment of the achievement of the outputs measured by reference to the performance indicators – if needed (because of complexity and length) it is possible to add such specification in Appendix to the application;
· Specify in detail the data source for each indicator as to allow the validation / assessment of the achievement of the outputs/outcomes measured by reference to performance indicators;
· Please also indicate for each performance indicator the means to assess partial achievement (if applicable).

The example below reproduces the table for the outputs, that could also include FNLC features.
Disclaimer: the examples provided are meant to show the consistency between the Logframe, the budget, and the application form narrative section. They are fictitious and figures are made up. 

	OUTPUTS

	Output 1.1: Improved policy dialogue mechanisms

	Indicator 1 to output 1
	1.1.1 Number of conferences that agrees at least 3 policy related action points as part of the conclusions

	Indicator 1 target with year
	4 by 2027

	Sources of data for the values of the indicator
	Minutes of conferences with recommendations, action points and conclusions.
Action points signed and endorsed by Ministry of Energy.

	
	Technical specifications/standards on what “policy related action points means” are described in Appendix 1 (added by the applicant)

	Financing not linked to costs
	Maximum EU contribution for indicator 1.1.1: EUR 80 000

	
	In case of full achievement:
· One conference with 3 policy related action points: EUR 20 000
In case of partial achievement:
· One conference with 2 policy related action points: EUR 10 000
· One conference with 1 policy related action point: EUR 0

	Output 1.2: Increased capacity to engage on regulatory framework

	Indicator 1 to output 1.2
	1.2.1 - Number of consultation / training events where at least 50% of the participants trained pass performance assessment (test) with a minimum score of 65%

	Indicator 1 target with year
	6 by 2026

	Sources of data for the values of the indicator
	Test results of participants based on pre-defined test questions agreed with the EU Delegation and testing overseen by Technical assistance.

	
	Technical specifications/standards on the performance test criteria are described in detail in Appendix 2 (added by the applicant)

	Financing not linked to costs
	Maximum EU contribution for indicator 1.2.1: EUR 60 000

	
	In case of full achievement:
· at least 50% of the participants trained pass performance assessment (test) with a minimum score of 65%: EUR 10 000
In case of partial achievement:
· at least 40% of the participants trained pass performance assessment (test) with a minimum score of 65%: EUR 8 000
· at least 30% of the participants trained pass performance assessment (test) with a minimum score of 65%: EUR 5 000
· Less than 30% of the participants trained pass performance assessment (test) with a minimum score of 65%: EUR 0

	Output 2.1: Adherence to public procurement procedures described in Annex 1 for the procurement of new Renewable Energy generation from Independent from Power Producers (IPPs) is ensured

	Indicator 1 to output 2.1
	2.1.1 - Number of technology-specific and site-specific grid-tied RE generation projects tendered following the public procurement procedures (set out in Appendix 3)

	Indicator 1 target with year
	8 by 2027

	Sources of data for the values of the indicator
	Tender documentation approved by the Public Procurement Authority

	
	Technical specifications/standards described in detail in Appendix 3 (added by the applicant)

	Financing not linked to costs
	Maximum EU contribution for indicator 2.1.1: EUR 120 000

	
	In case of full achievement:
· One (1) site according to technical specifications: EUR 30 000
In case of partial achievement per site:
· Based on technical specifications, at least 90% according to standard: EUR 25 000
· Based on technical specifications, at least 70% according to standard: EUR 20 000
· Based on technical specifications, at least 50% according to standard: EUR 15 000
· Based on technical specifications, less than 50% according to standard: EUR 0

	Output 3: Third party assessment[footnoteRef:5] [5: 	Please note that in case of hybrid budget, i.e. cost-based and FNLC (see tab 1.b of Annex e3c), the Third Party Assessment is to be considered as a cost and budgeted under the heading 5 “Other costs, services”. ] 


	Indicator 1 to output 3
	3.1 - Third party assessment

	Indicator target with year
	One (1) by 2027

	Sources of data for the values of the indicator
	Third party assessment report

	Financing not linked to costs
	Maximum EU contribution for indicator 3.1: EUR 3 000



The example below reproduces the table for the outcomes, that could also include FNLC features.
Disclaimer: the examples provided are meant to show the consistency between the Logframe, the budget, and the application form narrative section. They are fictitious and figures are made up. 

	OUTCOMES

	Outcome 1: Broad-based stakeholder participation in the development of the energy sector policy and regulatory framework is established

	Indicator 1 to outcome 1
	1.1 Extent to which mechanism for coordination, collaboration and dialogue among different actors involved in the energy sector is effective.

	Indicator 1 target with year
	To significant extent by 2027

	Sources of data for the values of the indicator
	Stakeholder surveys including government bodies, donors, private sector, CSOs, academia.
Surveys to be designed and conducted by Technical Assistance

	
	For the purpose of this example in Annex K, this row is to be deleted by the applicant as there is no need to have further specifications/standards
< If relevant: technical specifications/standards to describe the indicator (in Appendixes if needed because of complexity of the indicator) >

	Financing not linked to costs (Please remove this row for indicator 1 if financing not linked to costs is not authorised in this call)
	For the purpose of this example in Annex K, this row on FNLC is to be deleted by the applicant as this indicator is not selected for FNLC, but still to be part of the Logframe for monitoring and reporting purposes.

In case the indicator is used for financing not linked to costs in the budget, please clarify the maximum amount that correspond to indicator 1

	
	Please clarify the amounts linked to partial achievement

	Outcome 2: Policy implementation in three policy priority areas is improved (new electricity generation, liquefied petroleum gas, rural electrification)

	Indicator 1 to outcome 2
	2.1 Extent to which there is a positive change towards a transparent procurement process for new Renewable Energy generation from Independent from Power Producers (IPPs). in accordance with Policy Priority Electricity Generation.

	Indicators target
	To full extent by 2027

	Sources of data for the values of the indicator
	Project reports.
Assessment by independent experts

	
	For the purpose of this example in Annex K, this row is to be deleted by the applicant as there is no need to have further specifications/standards
< If relevant: technical specifications/standards to describe the indicator (in Appendixes if needed because of complexity of the indicator) >

	Financing not linked to costs (Please remove this row for indicator 1 if financing not linked to costs is not authorised in this call)
	For the purpose of this example in Annex K, this row on FNLC is to be deleted by the applicant as this indicator is not selected for FNLC, but still to be part of the Logframe for monitoring and reporting purposes.

In case the indicator is used for financing not linked to costs in the budget, please clarify the maximum amount that correspond to indicator 1

	
	Please clarify the amounts linked to partial achievement

	Indicator 2 to outcome 2
	2.2 Number of households provided with access to clean cooking and fuel

	Indicators target
	3 000 by 2027

	Sources of data for the values of the indicator
	Reports from Ministry of Energy (including disaggregated data by gender). 
Reports from private sector Liquefied Petroleum Gas (LPG) distributors/providers. Importation and distribution records of bottles.

	
	Technical specifications/standards described in Appendix 4 (added by the applicant)

	Financing not linked to costs
	Maximum EU contribution for indicator 2.2: EUR 150 000

	
	In case of partial achievement the amount is reduced proportionally per number of household:
· Each verified household provided with access to clean cooking and fuel corresponds to EUR 50
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