IPA 11l Financing Agreement for Multiannual Operational Programmes - Special Conditions

FINANCING AGREEMENT
SPECIAL CONDITIONS

The European Commission, hereinafter referred to as "the Commission", acting on behalf of the
European Union, hereinafter referred to as "the Union",

of the one part, and

Montenegro, hereinafter referred to as "IPA III beneficiary", represented by the Ministry of European
Affairs,

of the other part,
have agreed as follows:

Article 1 - The Programme

(1) The Union agrees to finance and the IPA III beneficiary agrees to accept the financing of the
following Programme:

Multiannual Operational Programme on Environment and Climate Change in favour of
Montenegro for 2024-2027

comprising the following action:

Multiannual Operational Programme on Environment and Climate Change in favour of
Montenegro for 2024-2027

Global commitment number: JAD.1406441

This Programme is financed from the Union Budget under the following basic act: Instrument for
Pre-Accession Assistance (IPA 111).!

(2) The total estimated cost of this Programme is EUR 48 484 375 and the maximum Union
contribution to this Programme is set at EUR 38 787 500.

The Union contribution shall be split into yearly commitments for the period 2024-2027 in
accordance with Annex I. Nothing in this Financing Agreement can be interpreted as implying a
financial commitment of the Union in relation to credits which have not yet been approved by
adoption of the EU budget. The Commission shall inform in writing the IPA 11l beneficiary about
the adoption of the subsequent financial commitments indicated in Annex [.

! Regulation (EU) 2021/1529 of the European Parliament and of the Council of 15 September 2021 establishing
the Instrument for Pre-accession Assistance (IPA 1), OJ L 330, 20.9.2021, p. 1.
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This Programme requires financial contributions from both the IPA III beneficiary and the Union.
The breakdown of the respective financial contributions is set out in Annex I.

(3) The Programme shall be implemented in accordance with the Multiannual Operational programme
provided in Annex .

Article 2 — Execution period, eligibility period, and automatic de-commitment

(1) The execution period of this Financing Agreement shall commence on the entry into force of this
Financing Agreement and end 12 years after this date.

(2) The cligibility period, as defined in Article 12(1) of Annex II (General Conditions) shall
commence on the date of the entry into force of this Financing Agreement and end on 31
December 2033.

(3) The Commission shall automatically decommit any portion of a budgetary commitment for the
programme indicated in Annex [ that, by 31 December of the fifth year following that of the
budgetary commitment, has not been used for the purpose of pre-financing or making interim
payments, or for which no certified statement of cxpenditure or any payment request has been
submitted.

(4) Without prejudice to the automatic decommitment deadline referred to in paragraph 3, the
Commission shall inform the IPA III beneficiary 9 months before the automatic decommitment
deadline about the risk of decommitment.

(5) The amount concerned by decommitment shall be reduced by the amounts equivalent to that part
of the budget commitment for which:

(a) the operations are suspended by a legal proceeding or by an administrative appeal having
suspensory cffect; or

(b) it has not been possible to make a payment request for reasons of force majeure seriously
affecting implementation of all or part of the programme.
The IPA III beneficiary claiming force majeure shall demonstrate the direct consequences of
the force majcure on the implementation of all or part of the programme.

Article 3 — Addresses and communication

All communications concerning the implementation of this Financing Agreement shall be in writing,
shall refer expressly to the Programme as identified in Article 1(1) and shall be sent to the following
addresses:

(a) for the Commission

Ms Valentina Superti

Director D, Western Balkans

Dircctorate-General for Neighbourhood and Enlargement Negotiations (DG NEAR)
Rucdela Loi 15

European Commission

B-1049 Brussels, Belgium

c-mail: NEAR-D2(«@ec.europa.cu
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(b) for the IPA III beneficiary

MeBojenviovis Ms Moida. Gordevid
Ating National IPA Coordinator

Ministry of European Affairs

Bulevar Ivana Cmojevica 167/4* floor

81000 Podgorica,

Montenegro

E-mail: bojan.vujovic@mep.gov.me

Article 4 — OLAF contact point

The contact point of the IPA III beneficiary having the appropriate powers to cooperate directly
with the European Anti-Fraud Office (OLAF) in order to facilitate OLAF's operational activities
shall be:

AFCOS contact point/AFCOS office

Ms Natasa Kovacevi¢

Ministry of Finance of Montenegro

Stanka Dragoj evica 2, 81000 Podgorica, Montenegro
natasa.kovacevic@mif.gov.me

Article 5 — Financial framework partnership agreement

The Programme shall be implemented in accordance with the provisions of the Financial Framework
Partnership Agreement (FFPA) between the European Commission and Montenegro on the
arrangements for implementation of Union financial assistance to Montenegro under the Instrument
for Pre-Accession Assistance (IPA III) which entered into force on 2 November 2022 (hereafter
referred to as “the FFPA™). This Financing Agrcement supplements the provisions of the FFPA. In
casc of conflict between the provisions of this Financing Agreement and the provisions of the FFPA,
the latter shall take precedence.

Pursuant to Article 154(5) of the Financial Regulation, the implementation of the programme in
indircct management by the IPA beneficiary shall be complemented with the ad-hoc measures stated
in Article 7.

Article 6 - Annexes

(1) This Financing Agreement is composed of:

(a) these Special Conditions
(b) Annex I: Multiannual Operational Programme
(c) Annex II: General Conditions

(d) Annex III: Annual Report template on the implementation of IPA III assistance as per Article 59
of the FFPA
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(¢) Annex IV: Financial Report template as per Article 61(2)(a) and 61(3) of the FFPA, including the
template of forecasts for likely payment requests as per Article 33(3) of the FFPA

(f) Annex V: Accrual Based Accounting System Minimum Specification
(g) Annex VI: Major Projects Application template
(h} Annex VII: Opcration Identification Sheet template

(2) In the event of a conflict between the provisions of the Annexes and the provisions of these
Special Conditions, the latter shall take precedence. In the event of a conflict between the
provisions of Annex I and the provisions of Annex 11, the latter shall take precedence.

Article 7 — Provisions derogating from or supplementing Annex 11

The following shall supplement Annex IL:

(1) Pursuant to the verification mission for entrustment of budget implementation tasks conducted in
November 2024, the following ad-hoc measures shall apply:

a) For the years 2024 to 2027, all End-Beneficiarics Agreements shall be signed and submitted to
the Commission prior to the submission of any request for funds for the respective years;

b) National structures and authorities are prohibited from entering into new legal commitments
under the Programme for the respective years, including award decisions, until the condition
outlined in point (a) is met;

¢) The transfers of funds by the Commission to the IPA III beneficiary for the respective years arc
suspended before the condition outlined in point (a) is met;

d) If the National Authorising Officer (NAQO) considers that no End-Beneficiary Agreements need
to be signed for a given year, meaning that the condition outlined in point (a) is not relevant for that
year, then s'he shall duly notify the Commission at the latest by 30 June of the respective year.
When the conditions in points (a) or (d) are met for the respective year, the suspension of the
contract award and transfer of funds to IPA III beneficiary for the respective year will be lifted by
mecans of an official letter from the Commission;

¢) The Montenegrin authorities need to finalise their legal framework by adopting the appointments
of all key individuals in the IPA system, giving them the right to legally engage their institutions in
the IPA system as MA, IBPM and IBFM;

f) The Montenegrin authorities need to formalise working arrangements between the institutions
involved in the implementation of the Programme and sign the necessary Implementing and
Operational Agreements

(2) The Commission has introduced an electronic exchange system for the reporting of contracts under

indirect management by IPA III beneficiary (“IPA-APP™). The IPA III beneficiary is required to
register in and use IPA-APP to allow for the e-management of Financing Agreements,

Article 8 — Entry into force

This Financing Agreement shall enter into force on the date on which it is signed by the last party.
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This Financing Agreement is drawn up in duplicate in the English language, one being handed to the
Commission and one to the IPA III beneficiary.

For the IPA III beneficiary: For the Commission:

M5 Motdon Gordennd . ‘

MeBotardaionic Ms Valentina Superti

Acting National IPA Coordinator (NIPAC) Director D, Western Balkans

Ministry of European Affairs Directorate-General for Neighbourhood Policy
of Montenegro and Enlargement Negotiations

European Commission

Date: SO il 25
/’

s . :
Slgnat(uw. g ' Signature:
J A Come i ORI e

Date: /{0 6 9-02.7

|
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THIS ACTION IS FUNDED BY THE FUROPEAN UNION

ANNEX |

of the Commission Implementing Decision on the financing of the multiannual Operational Programme
on Environment and Climate Change in favour of Montenegro for 2024-2027

MULTIANNUAL OPERATIONAL PROGRAMNMIE
This document constitutes the multiannual work programme in the sense of Article 110(2) of the Financial

Regulation, and multiannual action plan in the sense of Article 9 of IPA 111 Regulation and Article 23 of NDICI-

Global Europe Regulation
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I Programme synopsis

1.1. Programme Summary Table

Title Multiannual Operational Programme on Environment and Climate Change in
favour of Montenegro for 2024-2027

OPrSYs ACT-62513

ABAC JAD. 1406441

Budget line 15.020201

Basic Act

Financed under the Instrument for Pre-accession Assistance (IPA 111)

Team Europe

No

IPA 111 beneficiaries

Montenegro

Programming document

IPA 1II Programming Framework

PRIORITY AREAS AND SECTOR(S) INFORMATION

Window and thema:tic
priority

Window 3: Sustainable Connectivity and Green Agenda

Thematic Priority 1: Environment and climate change (share of the window
100 %).

Sustainable Development
Goals (SDGs)

Main SDG (1 only):

e  Goal 11. Make cities and human scttlements inclusive, safe, resilient and
sustainable

Other significant SDGs (up to 9) and where appropriate, targets:

¢ Goal 6 Water and sanitation

¢ Goal 12. Ensure sustainable consumption and production patterns

s Goal 14. Conserve and sustainably use the oceans, seas and marine
resources for sustainable development

e Goal 15. Protect, restore and promote sustainable use of terrestrial
ecosystems, sustainably manage forests, combat desertification, and halt
and reverse land degradation and halt biodiversity loss

DAC code(s)

= 41010 Environmental policy and administrative management

e 14015 - Water resources conservation (including data collection) 14050 -
Waste management/disposal

« 41020 - Biosphere protection

Main Delivery Channel

12000 — Recipient Government
12001 — Central Government

Targets

O ClimateOd Gender
Biodiversity

Markers (from DAC form)

= 7 g Significant Principal
General policy objective | Not targeted B L
objective objective
Participation
development/good O O
governance
Aid to environment O (]
Gender equality and
women's and girl’s (| [
¢mpowerment
Reproductive, maternal,
: O
new-bom and child health & O
Disaster Risk Reduction 0O O




]ll‘n.‘l'.l:-i‘if..!l} of persons with = 0 O
Disabilitics
Nutrition 1 [}
: ; Significant Principal
RI1O Convention markers | Not targeted 5 I s
objective objective
Biological diversity O O X
Combat desertification O O
Climate change mitigation 0 O
Climate change adaptation ] O
Internal markers and Tags Policy objectives Not targeted | Significant Principal
objective objective
Digitalisation 0 O
Tags YES NO
digital connectivity O
digital governance 0
digital entreprencurship 0
igital skills/lite
dfg%m] ski ; iteracy 0
digital services
Connectivity O O O
Tags YES NO
digital connectivity O
energy 0O
transport O
health
; O
education and rescarch
(]
Migration O O
Reduction of Inequalitics O O
COVID-19 O O

BUDGET INFORMATION

Amounts concerned

Budget line: 15.020201

Total estimated cost lor the full duration: EUR 48 484 375

Total amount of EU budget contribution for the full duration:
EUR 38 787 500

The contribution from the general budget of the European Union is split per
vear as follows:

- For 2024 - EUR 3 300 000

- For 2025 - EUR 7 757 500

- For 2026 - EUR 12 215 000

- For 2027 - EUR 15 515 000

The contribution from the general budget of the European Union for the
subsequent years is subject to the availability of appropriations for the
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[ respective financial years following the adoption of the relevant annual budget,
or as provided for in the system ol provisional twelfths.

MANAGEMENT AND IMPLEMENTATION

Implementation modalitics Indirect management with Montenegro

(management mode and
delivery methods)

Relevant priorities and Contributing to the Economic and Investment Plan (EIP):
Magships from Economic and
Investment Plan for the
Woestern Balkans

Priorities: “Green Agenda™

Flagships: “1V Renewable Energy”, *VII Waste and Waste Water”

Final Date for conclusion of | At the latest by 31 December 2025
Financing Agreement

Decommitment deadline for | Budgetary commitment 2024: by 31/12/2029
each budgetary commitment | gy dgetary commitment 2025: by 31/12/2030
Budgetary commitment 2026; by 31/12/2031
Budgetary commitment 2027: by 31/12/2032

Indicative cligibility period 31/12/2032

Final date for implementing | 12 years following the conclusion of the Financing Agreement
the Financing Agrecment

1.2. Summary of the programme

In the context of Accession Negotiations, Montenegro is on the way to align with EU Acquis and meet the closing
Benchmarks for Chapter 27 (Environment and Climate Change sector) as evidenced through the assessments
described in section 2. A number of on-going activities e.g. revising national legislation and development of
national strategies will contribute to further progress in this process.

Overall, the Environment and Climate Change sector has been improving in terms of sector approach but there are
still some gaps to be covered. The present Programming period until 2027 represents an opportunity to address
these gaps in order to achieve a more consistent, coherent and coordinated Environment and Climate Change sector
policy, contributing to successful closure of accession negotiations and progress with preparations for the future
implementation of Cohesion Policy upon Accession.

A summary of the Sector Assessment is presented below focusing on the most relevant criteria:

Comprehensive strategic and implementation framework
e Well-defined national sector policies and/or strategics
e  Consistent with EU accession requirements
¢  Consistent with relevant regional strategics
=  Strong ownership of stakcholders
e (Clear political commitment; appropriation of national budget
=  Realistic timeframe
e  Realistic indicators and monitoring framework

Functional institutional setting, leadership and capacity
= Strong lead institution
e  Sufficient national capacitics
e  Successful implementation

S{’{‘H}!' (H‘I{’-‘ fl‘()”()l' ('u-or{.‘hm.’irm
e Functional national co-ordination mechanism
e [Effective donor co-ordination mechanism

Hereby are presented the main conclusions:




National sector policy and strategy

Overall. Montenegro's legislation is partially aligned with the acquis covered by chapter 27 (Environment
and Climate Change), but implementation and enforcement are at an early stage. Upon Montenegro's
accession to the EUL the application and enforcement ol the acguis on environment and Climate Change will need
to be ensured. There 1s a substantial amount of work to be undertaken as regards the transposition of
legislation and the establishment of the necessary administrative and control capacities required by the
aCYIs.

The National Strategy for Sustainable Development of Montenegro until 2030 represents a comprehensive
strategy for the Environment and Climate Change Sector; [urthermore, the Action Plan for the Fulfilment of
Closing Benchmarks in Chapter 27 - Environment and Climate Change, plays an important role sciting oul a
programme of action for fulfilling the 8 closing Benchmarks defined in the EU Commeon position for Chapter
27. It provides a baseline for the Government to determine the order of actions to be taken each year and it will
give an indication of the cost for full alignment with environmental acquis including costs for capacity building,
investments and monitoring.

Sub-sector strategies are well developed or are being revised/drafted, and they include the estimations in terms
of investments for their implementation. As the costs of alignment with the environmental and climate acquis will
be high, Montencgro needs to ensure adequate financial resources and coherence between the availability of
financial resources and the timetable for legislative alignment and implementation. Montenegro should be in a
position to complete the legislative alignment by the date of accession, although some transition periods have been
requested (sce chapter 2.2.).

Comprehensive strategic and unplemental n framework

ssessment Criteria

Well-defined’ national  sector Illothcdmm The National Strategy for Suslmmble Development of

policies and/or strategies : Montenegro until 2030 represents a comprehensive

. strategy for the Environment and Climate Change

i+ Sector; sub-sector strategms are: well developed or are

bemg revised/drafted. -
T

Consistent with EU  accession [B8ful¥
requirements :

Consistent with relevant regional @sis National Stfategics are well a_ligﬁ_éd withchgional_
strategies Strategies (i.e. the Economic and Investment Plan for the
Wcstcm Balkans)

Strong ownership of stakeholders fe £ 7_ National Stra i _oadlyassumed by the Alfferent i

' : i slakellolderb 'However, the level of 1mplementa‘ onand
" enforcement. i relatively low (i.e. Waste and Wasle'—;
- Water Mauas_.,ement) e

Clear.  political’ " 'commitment; Mt_dlum;‘Low There is no doubt 1b0ul lhe polltu::'ll cmnmument for the

appropriation of national budget Environment in Montenegro (i.e. National Constitution).

However, financial resources assigned to this Policy
Area are clearly insufficient.

Realistic timeframe Medium/Low It will be difficult to achieve the targets for some

:  strategies if the financial resources dedicated to

Environment are not increased =

Realistic indicators and monitoring JBY% G T The EPA delivers yearly momtonnp, mformatlon on Ihe
framework Environment  sector. However, Capacities for
Environmental Monitoring and Reporting have to be
increased, including monitoring implementation of
National Strategies.



Instintional leadership

In general, the institutions responsible for Environment and Climate Change Policy development,
implementation and enforcement are in place, but need to be strengthened considerably. The administrative
capacitics and stalling levels for environmental issues are low, both at national and Jocal level and across the entire
environment and Climate Change scctor. Reliance on temporary stafl and trainees, high wrnover of stalT and
limited financial resources in the relevant ministries, EPA and the Inspection Directorate remain issucs of concern,
especially in relation to the overall capacity of these institutions to ensure the effective implementation and
enforcement of the acquis.

The Ministry of Tourism, Ecology. Sustainable Development and Northern Region Development (MTESDNRD)
is the Lead Institution appointed for the Environmental sector. The MTESDNRD and the associated institutions
under its umbrella gained substantial experience in Programming through the preparation and design of different
IPA annual action documents and a specific multiannual Action Document under IPA 1: Operational Programme
Regional Development 2012-2013.

Substantial efforts arc nceded to consolidate administrative capacity for the Environment and Climate Change
Sector. Montenegro needs 1o ensure adequate staff numbers, training and cquipment and overall coherence
between its plans for alignment and the timetable for the reinforcement of its capacity.

Functional institutional setting, leadership and capacity

Assessment Criteria

Strong lead institution

Sufficient national capacities

i MTESDNRD and the associated’ institutions 1 |
~umbrella have gained substantial experience in
~ Programming through the preparation and design of
different TPA annual action documents and’ a specific
- multiannual Action Document under IPA 1: Operational -
- Programme Regional Devclopmem 2012-2013

Successful implementation Medium

Sector and donor coordination

Sector and donor coordination mechanisms are in place but it is necessary to reinforce their capacities for and
effective internal (within the institutions conforming the Environment and Climate Change Sector) and external
(with other donors) coordination.

At National Level, the overarching coordination body is the National Council for Sustainable Development
(NCSD).

On operational level, the main sectoral coordination mechanism is the Sector Working group for chapter 27 which
is established by the Government and consists of 24 members representing state authorities, universities, NGOs,
Labour unions, Union of Employers. In parallel a Sectoral Monitoring Committee, as foreseen in Article 53 of the
Financial Framework Partnership Agreement, will be established for this Operational Programme. In the
short/medium term, the intermal capacities of the representatives of the Environment Sector Working Group should
be consolidated in terms of guidance and preparation of Programming and strategic planning,

Sector Donor coordination within the field of environment nceds to be improved as International Financial
Institutions (1F1s) loans can leverage the impact of EU grants. Donor coordination is managed at central level by
the new recently created General Directorate for Economic Diplomacy and Cultural Cooperation of the Ministry
of Foreign Affairs. In addition, the database for large-scale infrastructure projects should be primarily built up
from the Single Project Pipeline of priority investments,



Sector and donor co-ordination

Assessment Criteria | Level of  Remark
compliance

Sector and donor co-ordination Medium Sector and donor coordination mechanisms are in place
but it is necessary to reinforce their capacities for an
effective internal (within the institutions for the
Environment and Climate Change Sector) and external
(with the EU and other donors) coordination. The Single
Project Pipeline is an important tool for project

Functional national co-ordination 8% (SsiNY) BeCEEFSETHIE &
mechanism o tobecome func

The overall objective of this Operational Programme is to protect, conserve and enhance the Montenegro's
natural capital, and protect the health and well-being of citizens from environment-related risks and impacts.

The underlying intervention logic for this Operational Programme is that:

IF Montenegro implements successfully the Operational Programme 2024-2027 “Environment and Climate
Change”, delivering capacity building and environmental infrastructure compliant with the EU Acquis for Chapter
27, THEN the Country will progress on the Accession Negotiations for Chapter 27 BECAUSE this Operational
Programme will contribute to succeed in achicving closing Benchmarks number 3 (i.c. measures for separatc
collection of Waste), number 4 (i.e. measures related to water management and those related to transition period
for Directive 91/271/EEC Urban Waste Water), number 5 (i.e. measures for managing Natura 2000 network), and
number 8 (i.c. measures for Capacity Building), AND Montenegro will be better prepared for implementing
Cohesion Policy upon accession BECAUSE IPA will be a learning by doing exercise, mirroring the
implementation of Cohesion Policy Funds.

Following this intervention logic, Four Areas of Support have been proposed:

Area of Support 1: Municipal Water Management

The Outcome for the Area of Support 1 is:
e Qutcome 1.1. Improved Management of Municipal Water
Three types of activities are lorescen under this outcome:
1.1.1. Activities related to Water Supply
1.1.2. Activities related to Waste Water

1.1.3. Activities related to Capacity Building for Municipal Water Management

Arca of Support 2: Municipal Waste Management

The Outcome for the Arca of Support 2 is:
e Qutcome 2.1. Improved management of Municipal Waste

Two types ol activities are foreseen under this outcome:

3

L1 Activities related to infrastructure for Municipal Waste Management

2.1.2. Activities related to Capacity Building for Municipal Waste Management

Arca of Support 3. Nature Protection and Climate Change

The Outcomes for the Area of Support 3 are two:
s Qutcome 3.1. Improved management of Nature Protection

3.1.1. Activities related 1o Nature Protection Infrastructure

n



e OQutcome 3.2. Improved adaptation to Climate Change

3.2.1. Activities related to adaptation to Climate Change

Area of Support 4. Other Support for Environment Sector

¢ QOutcome 4.1. Improved Capacity for Environmental Management (Ilorizontal)

Four types of activities are foreseen under this outcome:

4.1.1. Activities related to improving Environmental Planning

4.1.2. Activities related to Support and Capacity Building for implementing Environmental Acquis

4.1.3. Activitics related to equipment for Civil Protection

4.1.4. Activities related to supporting OP Management

Summary graph of the Intervention logic:

OP Environment
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Management
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2 Scctor(s) analysis

2.1. National sectoral policies and context

According to Commission Implementing Decision (C(2021) 8914 final) of 10.12.2021, adopting the Instrument
for Pre-Accession Assistance (IPA ) Programming Framework for the period 2021-2027. the overall
objectives of the EU's assistimee under Window 3 are 1o promote the green agenda by reinforcing environmental
protection. contributing to mitigation, increasing resilience to climate change, accelerating the shift towards a low-
carbon and circular cconomy and develop the digital economy and society.

In this regard, the Strategic Response prepared by Montenegro in 2021 already foresaw a Multiannual Action
Document (Operational Programme Environment and Climate Change) for the period 2024-2027. This
Multiannual Action Document (synonymous of Operational Programme-OP) 2024-2027 describes how [PA
1T will support Montenegro to progress in the process of alignment with EU Aeguis for Environment and Climate
Change, including physical infrastructure.

National Strategics are aligned with the EU developments in the area such as the Green Deal and are relevant in
the context of EU accession and negotiating Chapter 27. The key document setting out the government policies
related to EU accession is outlined under Montenegro’s Programme of Accession to the European Union for
the period 2023 — 2024,

Guidelines for the implementation of the Green Agenda for the Western Balkans include actions in five pillars.
These are (i) climate action, including decarbonisation, energy and mobility, (ii) circular economy, addressing in
particular waste, recycling, sustainable production and efficient use of resources, (iii), biodiversity. aiming to
protect and restore the natural wealth of the region, (iv), fighting air, water and soil pollution and (iv) sustainable
food systems and rural areas. National Environment cross-cutting and sectoral strategics described hereinafter are
coherent and support implementation of the Green Agenda especially in pillars 1,2.3 and 4.

National sectoral strategics are also coherent with the Economic and Investment Plan for the Western
Balkans, which aims to spur the long-term recovery of the region and a green and digital transition, fostering
economic regional cooperation and boosting economic growth, and support reforms required to move forward on
the EU path.

The national scctoral and cross-cutting strategies are also relevant for the implementation of 20200 EU
enlargement policy, which outlines that important work on alignment and preparation for the implementation of
the EU aecquis has taken place in most arcas and that looking ahead, Montencgro should focus on further
strengthening the administrative capacity for ensuring the application of the EU acquis and also addresses key
issues identified in EC Montenegro 2022 Report.

According to the Montenegro EC Progress report for 2022, significant efforts are still needed on implementation
and enforcement, in particular on waste management, water quality, nature protection and climate change.
Montenegro should considerably step up its ambitions towards a green transition.

By adopting the National Strategy with Action Plan for transposition, implementation and enforcement of the U
acquis on Environment and Climate Change (NEAS or Strategy with the AP) at the Government session held on
28 July 2016, thus fulfilling the Opening Benchmark, Montenegro expressed its strategic approach in taking over
and enforcing the European Union (EU) acquis in this field.

Economic and financial analysis of the Strategy with the AP estimated the total amount of funds needed to comply
with the EU standards by 2035. at the same time defining financial sources and models. Following the adoption of
the Strategy. the locus of the activities of the institutions responsible for Chapter 27 was on the transposition of
the EU Acquiy into national legislation in all 10 sub-areas, in order to create a legal basis for itx quality
implementation and application.

Chapter 27- Environment and Climate Change- negotiations were opened at the Intergovernmental Conference in
Brussels on 10 December 2018, accompanied by the submission of the Common Position of the LEuropean Union.
which includes the final criteria for closing Chapter 27. In the Common Position, the EU stated that Chapter 27
could be temporarily closed only when the EU agrees that the defined 8 closing benchmarks have been met.

The Government of Montenegro on 18th February 2021 adopted the Action Plan for the Fulfilment of Closing
Benchmarks in Chapter 27 - Environment and Clim:ate Change as the main reference document setting the
framework for the reform process towards fulfilling the EU Environmental and Climate acquiis.

The action plan defines a total of 251 obligations for fulfilling all the obligations defined by the EU in Chapter 27.
with an estimated cost of EUR 482 996 838. according 1o the Assessment of Financial Needs adopted by the
Government in December 2021.



The Operational Programme’s interventions are desiened to contribute to meeting four out of cight kev
benchmarks of Chapter 27 Action Plan, as well as the transition periods proposed lor chapter 27 negotiations.
This will be the case for those projects to be developed in the field of Waste Management and Water Managzement
which must contribute respectively to closing Benehmarks number 3 (i.c. measures for separate collection of
Waste). number 4 {i.c. measures related to water management and these related to transition period for Directive
91/271/EEC Urban Waste Water). number 5 (i.c. measures for managing Natura 2000 network, including Ulcinj
Salina by implementing the necessary conservation measures leading to the improvement of its conservation
status) . Furthermore, The OP must contribute to achiceve closing Benchmark number 8: Montenegro significantly
cnhances the capacity of the administrative bodies at all levels, including inspection services, further improves
coordination of work and demonstrates that all appropriate administrative structures and adequate training will be
in place in good time before accession to enable implementation and enforcement of the acquis in all sectors of
this chapter.

Figure: Summary of the four negotiation Benchmarks for Environment and Climate Change addressed by this
Operational Progranmu

*Improves Adlmmstratwe Cap p_i__ty' for VS
implementation and enforcement

Together with the Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27, the National Strategy
for Sustainable Development of Montenegro until 2030 is the major reference for strategic policy framework
regarding Environment and Climate Action in Montenegro. This policy document specifies diverse
environmental needs (Protection of biodiversity and conservation of natural resources (especially in the protected
areas), water protection, air protection and waste management).



The environmental sector is clearly prioritized as well under the Montenegro Economic Reform Programme
2023-2025. which incorporates Challenge no. 1 Obstacles to the support of green transition. As stated in the
document. the level of utility infrastructure cquipment capabilities of citics and seutlements. particularly in the
arcas of water supply and waste and waste water management, is one ol the prerequisites for comprehensive
implementation of relevant laws and regulations that have been harmonised with the corresponding EU Aequis
which gives the contribution required for the efficient EU integration process ol Montenegro.

However. the Environment and Climate Action sector does not rely on a single strategy but on several
strategies in relation to the main fields ol environmental policy at the EU and international level.

In the sector of Environment, several sub-sector strategies have been developed: all sector policies in this field
arc in line with key strategic documents, such as the National Strategy for Sustainable Development, and also in
line with the requirements set in the EU integration process in the field of Environment and Chimate Change. There
is a strong link between this document and relevant sector policies in the field of Environment and Climate Action.

Most of the sector strategies were prepared by the Ministry of Tourism, Ecology, Sustainable Development
and Northern Region Development (MTESDNRD). In the process of preparation of the sector strategies, all
relevant stakeholders are included and consulted, including NGOs. NGOs are involved in the working groups for
drafting all relevant legislative and strategic documents,

The EU through IPA is supporting the strategic planning in the sector e.g. supporting the development of a National
Climate Change Strategy, the revision of the National waste management Plan, or the Revision of the Master Plans
for Urban Wastewater Measures and Preparation of Directive-specific Implementation Plan for the Urban
Wastewater Treatment Directive 91/271/EEC.

In principle, all sector strategies give specific and relevant goals with indicators and a defined time frame for their
realization. However, financial resources for implementing all sector strategies are limited and this is recognized
as the main problem for their successful implementation.

The main cross-cutting and sectoral strategies relevant for Environment and Climate Change are presented below,
describing their contribution to achieve the OP’s overall objective and the specific objectives:

- RelevantStrategies for
Environment & Climate Specific Objectives of concrete strategy
Change

TR SR zas  The Government of Montenegro adopted the Action plan for the fulfilment of the closing
OISO ET el (BN ST - benchmarks in the Chapter 27 on 18 February 2021 (after the EC submitted the positive
the Chapter 27 :

opinion on the Action plan on 23 December 2020).
The Action plan represents the most important document in this area, as by implementing
the activitics defined it could meet all requirements set up by the EU through both closing
benchmarks and the Common position for Chapter 27. The Action Plan also defines the
activitics that need to be undertaken in order to implement the remaining obligations of
the National Strategy with Action Plan for transposition, implementation and enforcement
of the EU acquis on Environment and Climate Change, obligations arising from the
Negotiating Position for Chapter 27 that GoM adopted in February 2018. The Action Plan
defines 251 activities within 10 sub-chapters of Chapter 27. The report on the
implementation of the Action Plan will be prepared on a semi-annual basis and submitted
to the GoM for information and adoption. The same report will be translated into English
in order to provide timely information to the EC and to keep the competent authorities of
the EC constantly informed, in particular regarding to the regular annual meetings of the
Subcommittee on Transport, Environment, Encrgy and Regional Policy and of the
Stabilization and Association Committee.
The main challenges tor water sub-sector have been identified: 1) administrative
capacitics, 2) inter-scctor approach, 3) provision of finance for capital investments and
implementation of regulations, 4) monitoring, and 5) information and education of the
population.
Major investments will be necessary especially in the area of construction or
modernization of urban waste water collection and treatment systems, and the
introduction of new water treatment and water supply technologies with the purpose of
harmonization with the Drinking Water Directive. Ensuring tinancial resources for the
implementation of the Directive 91/271/EEC concerning urban waste water treatment is
very important in order to prevent the further uncontrolled discharge of waste waters into
natural recipients.
See chapter 2.7 for more information about the state of the environment regarding
Municipal Water Management.
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LR AR TSV E LG8 This strategy is in the process of preparation/developing and is expected to be adopted by
U ELERER L 0 i the end of 2023. This National Plan will be the base for all further actions, activitics and
oLk ek S investments in waste seetor.

- : Vi | As stated in the closing Benchmark number 3, Montenegro must decide on its waste
management system and the revised National Plan for Waste Management for the period
2023 -2028 is key milestone in this process.

It is important 1o learn from the mistakes of the past and the failed implementation of the
National Plan for Waste Management 2015-2020, which provided a timeline and define
the main instruments/ineasures to secure alignment with and implementation of the EU
waste legislation. However, this National Plan offered three management options that in
practice, brought the national waste management to a blockage, due to the lack of
conscnsus on the specific option to be sclected among those three.

NI e o el idaid  Represents the horizontal policy document for climate change in the country. The Strategy
Change by 2030 is closely referring to climate change issucs and has been developed taking into account
L the identified effects of climate change, current socio-economic development and future
development scenarios based on existing information. The National strategy cannot be
implemented without integrating its objectives into the policies of key sectors that affect
climate change or suffer the negative effects of climate change (cg. cnergy, industry,
agriculture, tourism, forestry), while monitoring the implementation of strategic
objectives and guidelines defined by this document in accordance with the dynamics of
integrating the stated objectives into sectoral policies.

This document provides a clear overview of activitics, goals and measures in the main
sectors of the economic system, which should be implemented in the period 2015-2030.
year, with the main goal of reducing the ncgative effects of climate change through
integrated actions that identify different adaptation measures and combating the effects
of climate change, while at the same time working to reduce greenhouse gas emissions.

¢ Law Carbon Strategy Support for dwcioping this stfatcgy is béing provided through the IPA 2021 programme

“National Plan for Ada'étﬁt_ibh | Support for developing this strategy is being provided through the IPA 2021 programme.
- Climate Change.

This Strategy identifics key strategic directions and measures for the establishment of a
chemical sceurity system that is in compliance with the EU acquis and practices.

The Government of Montenegro, at the session of 26th May 2023, adopted the Final
Report on the implementation of the Action Plan tor the implementation of the National
Strategy for Chemicals Management 2019-2022. 1t is necessary to work further on the
provision of personnel for the cvaluation of technieal files for chemicals and biocidal
products.

The Ministry is currently working on a new National Chemicals Management Strategy
for the period  2024-2026. Currently, it is in process of alignment  with all relevant
institutions.

This Strategy aligns with Commission lmplementing Decision 2014/762EU  on
implementing rules on the Union Civil Protection Mechanisin, to which Montenegro has
been a participating state since 2015.

Note 1: Strategies available at General Secretariat web site:
https://www.gov.me/pretraga’type=documents&sorti=published at&di=6&page=1




Note 2: Other strategies under preparation;
e Sirategy of Biodiversity of Montenegro [or period 2024-2028
e Strategy for integral management lor costal arca up 1o 2030
¢  Strategy for Air Quality Management (the National Air Quality Management Strategy 2013-2020 needs
to be aligned with the objectives and measures of new Climate Change and Energy Policy in Montenegro)

e  Strategy for land desertification

2.2. Legal framework

The existing national legislation in the area of environment and climate change is of satislactory quality, and it has
been additionally improved and aligned with European legislation and standards through the transposition of the
EU aequis. However, the activities on the alignment of national to the European legislation are still in progress
and bearing in mind the character of the EU acquis which is continuously changing and improving, this process
can also be characterised as continuous and it will continue after acceding to the European Union.

Transition Periods requested for alienment with EU Aequis:

‘The Negotiation Position for Chapter 27 was adopted on 8 February 2018 at the session of the Parliamentary
Committee on European Integration and at the Government session, and was sent to the European Commission.

It was stated in the Negotiation Position that Montenegro will accept the European Union acquis covered by
Chapter 27, and that the country is ready to fully implement it by the EU accession date. with the following
exceptions and submitted applications for transitional periods for full enforcement of the following directives.
Bascd on this request, in the Common position for Chapter 27, the EU took note of the transition periods requested:

l. Directive 2008/50/EC ambient air quality and cleaner air for Europe, until 31 December 2027

2 Directive 2008/98/EC on waste, until 31 December 2030;

3 Directive 1999/31/EC on landfills, until 31 December 2033;

4, Directive 94/62/EC on packaging and packaging wasle, until 31 December 2030;

5, Directive 2012/19/EU on waste clectric and electronic equipment, until 31 December 2027;

6. Directive 2006/66/EC on batteries and accumulators and waste batteries and accumulators, until 31
December 2027;

7. Directive 96/59/EC on disposal of polychlorinated byphenyls and polychlorinated terphenyls (PCB/PCT),
until 31 December 2025;

8. Directive 2000/60/EC establishing a framework for Communily action in the field of water policy, until
31 December 2035;

9. Directive 2007/60/EC on floods, until 31 December 2024;

10. Directive of the Council 91/271/EEC on urban waste waters, until 31 December 2035:

Furthermore, Montenegro expects to be allowed to use the option of transitional allocation of [ree emission units,
with the aim of modernising the energy sector, which is given as an option within Article 10c¢ of the dralt revised
Directive 2003/87/EC establishing a scheme for greenhouse gas emission allowance trading (EU ETS). until 31
December 2030.

Umbrella Environmental legislation:

The adoption of umbrella laws created a basis for drafting a number of bylaws to regulate in detail the matters of
environmental protection and climate change, and it is expected there will be more intensive activities focused on
the achievement of full alignment until the accession to the European Union in the coming period.

Law on Environment

The Law on Environment (OGM No 052/16 of 09.08.2016, 073/19 of 27.12.2019 and 073/19 of 27.12.2019) is
the umbrella law in the arca of environment and it lays down the principles of environmental protection and
sustainable development, entities, environmental protection instruments and measures, access 1o information.
public participation, access to justice in environmental matters, environmental [inancing and other issues relevant
for the environment. Beside this Law, there is a large number ol other laws and implementing acts regulating
specific environmental issues.
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The Law on Environment aligns Montenegro's policy and its economic and social development with the
international principles ol environmental protection. Environment. in terms ol this Law, is the natural environment.
including: air, land. water and sca. wildlife: as environmentally relevant events andfor activities: climate. ionizing
and non-ionizing radiation. noise and vibration, air emissions, waste disposal. as well as the environment that is
created by man. the cities and other settlements, cultural and historical heritage. infrastructure. industrial and other
lacilitics present on the territory of the Republic of Montencgro.

With this Law. Montenegro ensures the conservation ol natural resources and the improvement of environmental
quality. by reducing the risk to human life and health, and ensuring the remedy and prevention of adverse impacts
on the environment in order to ensure and improve the overall quality of life on the national territory. Natural
resources are used in accordance with the principles of Environmental Law and environmental development
policies derived from it, in order to provide a sustainable and safe development policics.

The main environmental objectives are: the preservation and protection of human health, integrity. biodiversity
and quality of ecosystems, genetic resources, animal and plant species, soil fertility, natural beauty and physical
values, cultural heritage and resources created by man; to provide conditions for the limited. reasonable and
sustainable management of living and non-living nature and the ecological stability of nature, quantity and quality
of natural resources and the prevention of hazards and possible risks to the environment.

Law on environmental impact assessment.

The Law on environmental impact assessment (OG MNE no. 75/18), fully aligning with Directive (2011/92/EU
as amended by 2014/52/EU), regulates the manner and procedure of environmental impact assessment for projects
that may have a significant environmental impact in general, including the rules for preparation and evaluation of
environmental impact assessment research and studies, and other issues of importance for environmental impact
assessment as regards the territory of Montenegro.

Specific EU Environmental acquis in Montenegro

Legal Framework for Municipal Water Management:

Regarding water management, Montenegro remains partially aligned with the EU acquis. The Water sub-sector is
governed by an extensive legal framework. The most relevant EU directives related to drinking water and waste
water are the following:

- Directive 2000/60/EC (Water Framework Dircctive - WIFD)

. Council Directives 98/83/EC, 2015/1787 (Drinking water)

. Directive 2006/1 18/EC (Ground waters)

. Directive 91/271/EEC (Urban Waste Water Directive- UWWT)

The key legislation governing water quality is the 2007 Law on Waler, amended in 2015 for transposition of
Directive 2000/60/EC (Water Framework Directive) and other directives making a body of the EU water
legislation. A key priority in this area, as set in the Action Plan for the Fulfilment of Closing Benchmarks in
Chapter 27 - Environment and Climate Change (activity 4.20), is adopting the Water management plans in the
Danube and Adriatic.

On 27 December 2019, the Parliament of Montenegro adopted the Law on Marine Environment Protection
(Official Gazette of Montenegro 73/19). Transposition of Marine Strategy Framework Directive (MSFD) has to a
large extent been implemented by the adoption of this Law.

The MTESDNRD identified the need to improve the transposition level for UWWT Directive 91/271/EEC on
urban wastewater treatment, and therefore drafted a separate Law on Urban Wastewater Management. which was
adopted by the Government. and by the Parliament of Montenegro in December 2016.Consequently, the following
by-laws, which are of particular interest to Waste water management, have been adopted:

4 Act on agglomerations, defining the geometrical limits of the agglomerations. population and
capacity;

. Forms of content and manner of reporting and monitoring.

. The programme for construction of the municipal wastewater collection and treatment inlrastructure.

On 3 October 2019, the Government of Montenegro adopted the Municipal Waste Water Management Plan for
Montenegro (2020-2035). which was submitted to the European Commission together with DSIP for Directive
91/271/EEC concerning urban waste-water treatment and Information on preparation and main clements of the
municipal wastewater management plan in Montenegro (2020-2035). On 28 November 2019, the Government
adopted the Programme for construction of the municipal wastewater collection and treatment infrastructure,

Legal Framework for Waste Management:

Regarding waste management, Montencgro remains partially aligned with the EU acqueis. which is composed of a
complex set of different Directives and Regulations (11 of them horizontal and 6 of them covering specific streams
of waste). The main EU sleguis for Waste management arc:
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Horizontal:
3 Waste Framework Directive (200898 1:C) [amended by Directive 2018/831'EC]. which provides
for a general [ramework of waste management requirements and sets the basic waste management
definitions for the EU.

. Landfill Directive (1999/3 1/EC) [amended by Directive 2018/850/EC] on the land[ill of waste.

. Waste Acceptance Decision (2003/33/EC) establishing criteria and procedures for the acceptance of
waste at landfills,

. EU’s Circular Economy Directive 2018/851/EC

Acqnis for specific waste streams:

. Waste Electrical and Electronic Equipment (WEELE) Directive (2012/19/EC) [amended by Directive
2018/849/EC]

* Restriction of Hazardous Substances (RoHS) Dircctive (2002/95/EC)

. Packaging Waste Directive (1994/62/EC) [amended by Directive 2018/852/EC]

. Regulation (EU) 2023/1542 concemning  batteries and waste  batteries, amending Directive
2008/98/EC and Regulation (EU) 2019/1020 and repealing Directive 2006/66/EC

» End-of Life Vehicles Directive (2000/53/EC)

. PCB/PCT Dircctive (96/59/EC)

Waste management is largely regulated in Montenegro by the Law on Waste Management (“OG of MNE” 64/11
and 39/16) and a series of related implementing acts (at least 43 dilferent decrees and rulebooks covering different
topics i.c. Rulebook on Methodology for Determining the Composition and Amount of Municipal Waste in the
Territory of the Local Self-Government Unit, etc.). The National Strategy of Waste Management in Montenegro
until 2030 and the National Plan on Waste Management in Montenegro 2015-2020 were adopted in 2015 and are
under revision at the present moment.

For the purpose of harmonizing the legislation of Montenegro with EU legislation in the field of waste
management, as well as the need for a more efficient implementation of the Law on Waste Management, the
MTESDNRD has, within its competences, carried out activitics on the drafting of a new Law on Waste
Management, the adoption of which is planned for 2023. It will amend and replace the existing Law and give a
legal basis for enforcing the implementation of the new National Waste Management Plan.

The “Proposal for the Law on Waste Management”, aims to [urther harmonise Montenegrin waste legislation with
EU legislation, and more specifically with EU’s Circular Economy Directive 2018/851 on waste. In this respect,
it aims to promote sustainable development through the more efficient use of resources and reduction of waste.

Legal Framework for Nature Protection:

The protection of nature is governed in Montenegro by a significant number of regulations of which the Law on
Nature Protection (*OG of MNE" 54/16) may be considered a primary legislation that governs most issues in the
subsector of environmental protection. However, at the present moment, Ministry of Tourism, Ecelogy,
Sustainable Development and Northern Region Development is in the final stage of the process of amending the
Law on Nature Protection, with the aim of fulfilling international and obligations arising from EU legislation,
including EU Regulation No 511/2014, and improving the existing law,

Concerning legal alignment, the Directive 2009/147/EC on the protection of wild birds and Directive 92/43/EEC
on the conservation of natural habitats and wild flora and launa have been, to a significant level, transposed in
the Law on Nature Protection For both Directives. the Law on Wildlife and Hunting is relevant and for the
[Habitats Directive, the Law on Forests is also relevant. Technical details of both Directives are prescribed by the
bylaws. Law on Forests give a basis for the development ol bylaws which provide the legislative framework for
appropriate implementation of’ Regulation (EU) 995/2010 laying down the obligations of operators who put timber
and timber products on the market and Council Regulation (EC) No 2173/2005 on the establishment of a FLEGT
licensing scheme for imports of timber into the European Community. Directive 1992/22/EC relating to the
keeping of wild animals in zoos is transferred to the Law on Animal Welfare ("OG of Montenegro”, no.14/2008
and 47/15). Technical details regarding the conditions and procedures for keeping wild animals in zoos are defined
by the bylaws,

The Law on Nature Protection (“OG of MNE™ 54/16. 18/19) has established nccessary legal norms for
implementation: of Council Regulation (EC) No. 338/97 (CITES), Council Regulation (EC) No. 865/2006
(CITES), Commission Implementing Regulation (EU) No. 792/2012 (CITES) and Commission Regulation (EU)
No. 791/2012 (CITES) (CITES Regulations). Furthermore. through the Rulebook on detailed conditions for traffic
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ol protected wild animals and plants species, and fungi, (Official Gazzette of Montencgro. no.61/17) in 2017,
improvement of harmonization with the CITES Regulations has been achieved.

The Law on Nature Protection also establishes legal norms for transposition of the Council Directive 83/ 129/EEC
(importation ol skins of certain seal pups and products derived therefrom). Revulation (EC) No. 1007/2009 on
trade in seal products and the Council Regulation (EEC) No. 3254/91 prohibiting the use of leghold traps.

[n accordance with the obligation from the Law on Alien and Invasive Species ol Plants. Animals and Mushrooms
("Official Gazette of Montenegro”, No. 18/2019), the Ministry has prepared a draft list of foreign invasive species
that cause concern in Montenegro and/or in EU and Draft List of Allowed Foreign Species.

At the session of December 22, 2022, the Government adopted the information on the prepared documents "Initial
assessment of the state of the marine environment of Montenegro”, "Characleristics of a good state of the marine
environment and objectives of the protection of the marine cnvironment of Montenegro”, as well as the
"Pragramme for monitering the marine environment of Monteneera Above™, The alorementioned documents are
developed in accordance with the Law on the protection of the marine environment. which transposes the Marine
Strategy Framework Directive (MSFD, 2008/56/EC) into national legislation.

Legal Framework for Climate Change:
Montenegro remains partially aligned with EU Aequis for Climate Change. composed of an extensive set of
Directives and Regulations, among which can be highlighted:

. Regulation (EU) 2021/1119 establishing the framework for achieving climate neutrality and
amending Regulations (EC) No 401/2009 and (EU) 2018/1999 (*European Climate Law™);
. Commission Implementing Regulation (EU) 2020/2085 of 14 December 2020 amending and

correcting Implementing Regulation (EU) 2018/2066 on the monitoring and reporting of greenhouse
£4as Cmissions;

. Implementing Regulation (EU) 2020/1208 on structure, format, submission processes and review of
information in line with Regulation (EU) 2018/1999,

. Regulation (EU) 2018/841 on mandatory emission reduction targets in the land use, land use change
and forestry

. Regulation (EU) 2018/842 on the reduction of greenhouse gas emissions in the sectors of industrial
processes and product use.

. Emissions trading system (EU ETS) Directive 2003/87/EC and its amendments

The Law on Protection Against Negative Impact of Climate Change (“*OG of MNE™ 73/19) is the main legislative
act that governs most issues in the subsector of climate change. The law is partially harmonized with EU acquis.
12 rulebooks and 3 decrees have been adopted pursuant to this legislation. In order to further harmonize with EU
acquis, the Ministry of Tourism, Ecology, Sustainable Development and Northern Region Development has started
work on drafting a new Law on Protection from the Negative Impacts of Climate Change and Protection of the
Ozone Layer. The new law will allow further harmonization with EU acguis. in particular the functioning of the
emissions trading system (EU ETS) and will regulate the reporting system [or the inventory and projections of
greenhouse gas emissions, policies and measures to mitigate climate change and measures to adapt to climate
change in accordance with EU Acquis. The new law will also contain provisions on mandatory GHG emission
reduction targets in sectors not covered by the emissions trading system.

Alignment with EU degnis in this complex field will require effective and efficient coordination mechanisms and
expertise for which neither the MTESDNRD nor the EPA have sufficient capacity.

Environment Legislation Related to other sub-sectors:

Air quality: Law on air protection. Date of text: 22 April 2010

Noise Protection: Law on environmental noise protection. Date of text: 26 May 2011

Chemicals: Law on chemicals. Date of text: 26 July 2017

Industrial pollution: Law on industrial emissions. Date of text: 06 March 2019

Civil Protection: Law on Protection and Rescue. The arca of civil protection in Montenegro is governed

by the Law on Protection and Rescue, adopted in 2007 and amended in 2011. 2016.
2021 and 2023, complemented with 9 Rulebooks.

Other important Legislation Related to Environment:



The Law on Communal Activities (OGM No. 0533 16 [rom 17.08.2016. No. 07416 trom 01.12.2016, No. 002/18
from 10.01.2018. No. 066/19 [rom 06.12.2019) dclines communal activities and provides the regulations and
conditions for performing them together with important related issues.

Communal activities, in the sense of this Law. are the provisions of communal services that are an irreplaccable
condition for the lifc and work ol citizens, businesses and other entities on the territory of the local self-government
(LSG) unit and the maintenance of communal infrastructure. equipment and means for performing those activities,

Law on Local Sell-Government (OGM No, 42/03. 28/04. 75/05. 13/06, §8/09. 38/12 and 10/14) defines that the
Municipalities, among others, shall provide conditions and take carc of the environmental protection and its parts
(air quality, protection against noise, solid waste management. ete.).

Law on Spatial Development and Construction of Structures (OGM No. 51/08, 34/11,35/13 and 33/14) defines
measures for the prevention of any impact of solid waste on the hygiene, human health and environmental
protection, which implies that the environmental structures must be designed and built in such a way that they will
not be a threat to hygiene or H&S of workers, occupants or neighbours, nor cause the allowed environmental or
climate impact limit values 1o be exceeded during their construction, use and demolition, or during their service
tume.

2.3. Institutional setting, leadership, and capacity
Montenegro has established the basic institutional structures for the implementation of requirements in the arca of
environment and climate change. The overall responsibility for the development, management and coordination
lies with the Ministry of Tourism, Ecology, Sustainable Development and Northern Region Development
(MTESDNRD); however, a complex institutional system has been put in place with a clear division of
competences between institutions involved in environment and climate change policy making and enforcement
(there are 25 institutions with different types of competences), namely:
e The Ministry of Tourism, Lcology, Sustainable Development and Northern Region Development
(MTESDNRD) is the institution holding primary responsibility for the transposition of the EU legislation
and monitoring the implementation of national legislation.

¢ The Environment Protection Agency of Montenegro (EPA) is responsible for monitoring and reporting
on environmental issues.

*  The Ministry of Agriculture, Forestry and Water Management (MAFWM).

e The Ministry of Interior (MI)'s Directorate for Emergency Situations is responsible for risk management,

disaster protection and rescue management, and the management of the recovery of disaster
consequences.
Other Line Ministries:

o Ministry of Health (MH) - responsible for drinking water quality and health related advice to the public
regarding the air quality issues, as well as the management of medical waste.

e Ministry of Economic Development (MED) - with competences over industry, market control.

s Ministry ol Energy and Mining - whose competences over energy and energy efficiency, mining and
mining waste often intersect with environment protection.

e  Ministry of Finance (MF) - responsible for the Public Finances and sharing compelencies related to the
INSPIRE Directive and with the Real Estate Administration (also responsible for establishing the national
gcospatial data infrastructure (NGDI)).

e Ministry of Justice (MJ) - is generally in charge of law enforcement. in particular for the protection of
c¢nvironment through criminal law.

= Ministry of Capital Investments - responsible for establishing indicators. prevention and taking

emergency measures in case of marine pollution from vessels, marine fuels. noise action plans for major
roads, emissions from cars and vans.

*  Environmental Inspection and Supervision is carried out by a single inspection body: the Directorate for
Inspection Aftairs.

Other important stakeholders include national agencies. local authorities and other eligible organisationsas
lollows:

e  Capital Projects Administration (CPA)

»  MONSTAT

e  Administration for Inspection Affairs of Montenegro

» Institute of Hydro-meteorology and Scismology (HMS)
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e Insttute of Public Hecalth

e PC National parks of Montenegro

¢ Adminmistration for Food Safety, Veterinary and Phytosanitary AfTairs
s Forest Administration

= Water Administration

s Real Estate Administration

e Customs Administration

s  Working group for negotiation for Chapter 27

At the local level, Municipalities (LSUs local self-units) - in Montenegro deal with environmental issues like
municipal wastc management, water supply and waste water treatment by means ol Public Utility Companies
(ViKs). Additionally, municipalitics are in charge of;

e  Maintaining local registers of polluters and perform EIA and SEA procedures for projects and plans or
programmes of local significance;

e Promulgation and protection of the protected areas (I11 regime);

= Acoustic zoning and noise mapping for agglomerations;

e Construction of infrastructure, obtaining of technical requirements and provision of public utility services
in the sectors of water supply, waste water management, communal (municipal) waste management,
public lightening, public transportation, etc.

All of these stakeholders are coordinated, from an EU accession negotiation aspect, by MTESDNRD through the
Working group for EU accession negotiations under chapter 27. MTESDNRD is also the [irst competent authority
for implementation of obligations stemming from the majority of international agreements in the area of
environment, for monitoring investments in the area of environment and for cooperation with international
financial institutions and EU funds in implementation of projects in the arca of environment and utility services.

A preliminary work force analysis of MTESDNRD, based on the Rulebooks of internal systematization and
organization, shows it is under-staffed, with 42 positions covered out of 59 envisaged:

Ministry of Environment, Spatial Planning and Urbanism. Total: 42 employees, 59 envisaged*

s  Dircctorate for Projects, IPA unit: 6 employees, 7 envisaged

e  Directorate for International Cooperation and EU Integration: 6 employees, 9 envisaged

s  Directorate for Ecology and Climate Change; 22 employees, 29 envisaged
e Directorate for Nature Protection: 8 employees, 14 envisaged

Note (*): Positions envisaged refers to positions foresecen in MTESDNRD’s internal organization and
systematization, where the different positions in the Ministry are listed with their job descriptions. All positions in
the systematisation have an available budgetary commitment for staffing,

Given the existing quantitative and qualitative capacities of the Environment and Climate Change institutions,
including municipalities, Montenegro will need to increase its administrative capacity in order to implement all
the activities foreseen in the Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27,

In this regard, the Plan for the Reorganization and Strengthening of Administrative Capacities for the Sectors of
Environment and Climate Change in Montenegro for the period 2017-2020 recognized the need 1o establish a
quality administrative system that will be ready to respond to the requirements of the entire process of
harmonization of national legislation with the EU acquis in the [ield of environment and climate change and its
adequate implementation.

Beside the formal workload (a large number of obligations related to a large number of regulations in the area of
EU acquis compared to the small number of employeces). a considerable imbalance is also noticed in the workload
of employees within single institutions, A preliminary analysis showed that one of the main problems is not only
an imsufficient number of employees but also an insufficien number of employees who work properly. Yor this
reason, il is important to ensure a more efficient organization of the employees and the concentration of existing
administrative capacities with specific expertise in compelent environmental institutions. The assessment carried
out for preparing this OP reveals the need for the continuous improvement of competences and the teams’
performance of Chapter 27 Institutions. Given the limitations of the National Budget, additional support for
capacity will be required from IPA funds.

All this process must be done in close coordination with the Action Plan for the Fulfilment of Closing Benchmarks
i Chapter 27, and particularly with regard to closing Benchmark number 8: "VMontenegro, in line with the Action
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Plan for the transposition, implementation and enforcement of the EU acquis on environment and climate change,
significantly enhances the capacity of the adminisirative bodies at all levels, including inspection services, firther
improves coordination of work and demonstrates that all appropriate administrative structures and adequate
training will be in place in good time before accession to enable implementarion and enforcement of the acquis in
all sectors of this chapter™.

2.4. Sector(s) and donor coordination
The overarching coordination body for Environment is the National Council for Sustainable Development
(NCSD) and Climate Action. The mandate of the National Council for Sustainable Development from the
President of the Government of Montenegro includes monitoring the National Strategy of Sustainable
Development (NSSD) implementation and provision of advice on various legal, strategic and planning documents
related to sustainable development.

According to the Decision on amendments to the Decision on establishment of National Council for Sustainable
Development, the representatives of the following institutions are delegated as members of the National Council
for Sustainable Development:

e Minister of Ecology, Spatial Planning and Urban Planning
=  Minister of Foreign Affairs
e Minister of Justice. Human and Minority Rights
e  Minister of Economic Development
= Minister of Capital Investments
¢ Minister of Finance
Minister of Agriculture, Forestry and Water Management
s Minister ol Education
Minister of Science and Technological Development
e Minister of Culture and Media
e  Minister of Sports and Youth
. Minister of Public Administration
*  Minister of The Interior
*  The Minister of Defence
e  Sccretary General of the Parliament of Montencgro
»  Chief Negotiator of Montenegro with the European Union
»  Director of the Environmental Protection Agency
¢ Director of the Department of Hydrometeorology and Seismology
¢ Director of the Environmental Protection Fund of Montenegro
e  Director of the Innovation Fund of Montencgro
¢ Director of the Investment and Development Fund of Montenegro
e Director of the Public Enterprise for Management of the Maritime Domain of Montenegro
e Director of the Statistics Directorate
»  Sccretary General of the Community of Municipalities of Montenegro
e One president of a registered association of employers in Montenegro
*  Onc general secretary of a trade union organization in Montenegro
One rector of a licensed university in Montenegro
e One representative of foreign investors
= One representative of the banking sector
*  Three representatives of non-governmental organizations (representative of youth associations in
Montenegro. representative for ccology and representative for economics and sociology)
s Director General of the National Public Broadceaster Radio and Television of Montenegro
e Three independent experts (in ecology. economics and sociology)
On operational level, the main sectoral coordination mechanism is the EU accession negotiation group for

Chapter 27 — Environment and climate change which is established by the Government of Montenegro and consists
of 35 members representing state authorities. universities. NGOs. Labour unions, Union of Employers.

Furthermore, non-state actors (NGOs. universities) are involved through regular public consuliations during the

drafting of relevant sectoral and sub-sector strategies and legislation. Level of ownership is satisfactory, with
highly recognized willingness for further capacity building and creating a sustainable structure,
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Coordination for Project Pipeline:

The Single Project Pipeline (SPP) was introduced in 2015 and is managed by the Seerctariat for Development
Projects (SDP). Following a specific methodology. it has already identilied a long list of projects within the
Environment sector. After the last update of the list in 2022_ the SPP in Montenegro for Environment is made of
81 projects, grouped as follows:

Water suppl et e b ke el e i o | e (o R
Waste Water 27 4
Waste Management e
Flood protection I
0
L

Nature Protection

Civil protection - : el
Total AT

oo oo v

Note: SPP Maturity codes:

Group 1 - Ready for tendering and investment realization

Group la - projeets with prepared technical documentation, ready for tender preparation or tendering;

Group 1b - projects with preparation of technical documentation engoing, and ready for tendering when itis linished,

Group e - projects with preparation of technical documentation ongoing, with some [inal approvals/permits are missing;

Group 2 - Ready for preparation of technical documentation;

Group 2a - projects with completed spatial planning documentation and propenty-related issues resolved

Group 2b - projects with spatial planning documentation completed and resolving of propenty-related issues ongoing or property-related issues

unresolved;
Group 2¢ — projects with gaps in spatial planning documentation and resolving of propenty-related issues ongoing or property-related issues
unresolved,

Coordination with International Financial Institutions:

As regards international financial institutions:

To date, the European Investment Bank (EIB) has supported the economic and social development of
Montenegro with close to €1 billion invested in Montenegrin small businesses and the development of a green and

sustainable national transport network. EIB Global plans to continue supporting the development of sustainable
transport, healthcare, water and education infrastructure.

On behalf of the German Federal Government, KfW is cooperating with Montenegro in the following fields:

. Climate and Energy, Just Transition
. Conserving nature and natural resources, protecting life on Earth

KIW has financed the energy-efficient refurbishment of public buildings in the social, administrative and school
sectors. Under the first two phases of the “Energy Efficiency in Public Buildings™ programme 36 buildings have
already been renovated to improve energy efficiency for a cost of around EUR 35 million. A third phase with
funding in the amount of EUR 50 million started in 2021, KfW is also financing the modernisation of the two
hydropower plants Perucica and Piva, which play a central role in Montenegro’s energy supply. In the field of
water supply and waste water management. KIW has supported infrastructure development for Montenegrin
coastal communities (Bar, Herceg Novi, Kotor. Tivat and Ulcinj) and in Podgorica since 2001.

EBRD supports sustainable tourism and associated environmental and infrastructure needs,

Experience to date suggests that it reinforcement of formal coordination structures is needed by making the
link between MTESDNRD, local governments and international financial institutions, available EU funds,
as well as the competent institutions of the countries with which bilateral cooperation has been established. Another
important tool for donor coordination is the Western Balkans Investment Framework (WBIF) which is used by the
environment sector to strengthen coherence and synergies in donors™ support.

Coordination with other donors:



UNDP has been active in the arca ol environmental remediation and the transition towards a low-emission and
resource-cfticient cconomy. and OSCL in environmental awareness raising and implementation of procedures
related to environment impactl assessment.

In cooperation with the United Nations System in Montenegro, an analysis was developed for the establishment
of a Mechanism for Donors Coordination. The General Secretariat was suggested as one of the key parts of this
future mechanism. In this regard, the Office for Sustainable Development in the General Sccretariat of the
Government would have the role of coordinator, while the National Council for Sustainable Development will act
as umbrella body. in cooperation with the Strategic Planning Sector in the General Secretariat of Government and
the Cabinet of the Prime Minister. In addition, the Office for Sustainable Development is currently working on
collecting information on donor support.

2.5. Mid-term budgetary perspectives
In accordance with the Law on Budget and Fiscal Responsibility, the medium term budgetary framework is
defined through adoption of two strategic documents:

The main strategic document is the Fiscal Strategy which is proposed by the Government and adopted by the
Parliament at the beginning of term of the Government for the duration of its term (4 years). This document defines
the main fiscal goals to be achieved in the midterm and represents the basis for the planning of the midterm and
annual fiscal policies. In 2016, the Fiscal Strategy 2016-2019 was officially enacted. It was revised by the Fiscal
Strategy 2017-2020 passed by the Montenegrin Parliament on July 26, 2017. The next Proposal of the Fiscal
Strategy for the Period 2021-2024 was adopted by the Montenegrin government during its 46th session held on
November 12, 2021. Fiscal policy as the main instrument of economic policy, in the period 2021-2024, is aimed
at creating conditions lor macrocconomic stability and fiscal sustainability, in order to ensure the long-term
sustainability of Montenegro's public finances after the pandemic and provide full support to economic growih.
The effects are reflected in the reduction of public finances in the short term, with continuous growth of budget
revenues, optimization of current budget spending and increasing funds for capital projects, which will contribute
to achieving dynamic cconomic growth rates of over 5% on average in the period 2022-2024, as well as
employment and wage growth.

In accordance with the Fiscal Strategy and defined midterm fiscal goals, the Government annually adopts the
Fiscal Policy Guidelines, which refer to a three-year period and contain: medium-term strategic objectives of the
cconomic and [iscal policy, basic macrocconomic and fiscal indicators and projections, spending ceilings, level of
gross wages and other personal earnings, expenditures for pension and disability insurance, and other expenditures
for social protection. The Guidelines represent a strategic document which defines the main fiscal goals which are
planned to be realized in the midterm and a basis for the annual budget planning.

The spending ceiling determines a maximum level of the budgetary expenditures which is mandatory for the
annual budget law for the [irst year and indicative for second and third fiscal year. The spending ceiling shall be
determined as the sum of the spending ceiling for the current budget, budgets of state funds, capital budget and
budgetary reserve. The growth rate of the spending ceiling for the current budget and budget of the state funds
must be less than the planned real GDP growth rate and for the capital budget and budgetary reserve it cannot
exceed the nominal GDP growth rate.

The spending ceiling is determined by the Fiscal Responsibility Criteria i.e. fiscal rules which represent numerical
limits of the budgetary aggregates. Fiscal rules are related to: achievement of the primary budget surplus, balanced
level of current expenditures and transfers in comparison 1o current revenues and donations, containing the level
of the budget deficit below 3% of GDP and maintaining the level of the public debt below 60% of GDP.

Domestic expenditures on environmental protection

Environmental protection expenditures in Montencgro have been financed from the state budget, municipal
budgets and international sources (loans and grants). An environmental fund was created according to the Law
on Environment as an additional source of financing. but its capacity to leverage funding is very limited so far.

The Law on Environment provides for the possibility of [inancing environmental protection measures from private
sources through concession systems. public-private partnerships and other instruments based on separate
regulations. This option has been partly used as regards concessions for use of natural resources, such as water and
forests, where revenue collected is carmarked for the financing of environmental expenditures, notably
infrastructure investments. There is no published information on environmental protection expenditures in industry
and other scctors of the economy.



State buduet funds

State (i.c. central government) budget funds allocated to environmental protection have remained relatively
modest, A large part of these funds was used 1o finance current and capital expenditures of government
environmental institutions. such as the MTESDNRD and the EPA. The Government has also provided funds for
the cofinancing of projects financed by foreign loans and grants. The significant fiscal consolidation started by the
Government focuses mainly on reducing public expenditures and thereby the budget deficit, which increased in
the wake of the COVID pandemic crisis. This also led (o restraint in operations and maintenance costs and the
budget for investments in the environmental domain,

The application of environmental policies brings significant challenges, particularly in terms of the financial
resources required for constructing and maintaining ecological infrastructure, as well as addressing pollution and
natural resource degradation. It shall be emphasized that according to the Assessment of Financial Needs (adopted
by the Government in December 2021) of the Action Plan for the Fulfilment of Closing Benchmacks in Chapter
27 - Environment and Climate Change. the cost of alignment with EU Acgnuis will be EUR 482 996 838.

These capital needs are clearly unachievable with the limited resources available for Environment Policy Arca in
the Central government budget. Consequently, it will be necessary to combine it with Grants from EU and other
donors, as well as loans from IFIs in a framework of Public-Private Partnership.

The information in the table below includes the most recent figures from the 2023 budget for the relevant
institutions:

Institution

MTESDNRD: Incliding the following directorates: 8292 893.80
. Directorate for Projects

. Directorate for International Cooperation and EU Integration

2 Directorate for Ecology and Climate Change

» Directorate for Nature Protection

Environmental Protection Agency (EPA) 2183263.1
Ministry of Agriculture and Rural Development Directorate for water 52 643 562.78
Forest Administration 5955 946.89
Capital budget for environment (investnients) 16370 487.00
TOTAL 85 446 154.28

Municipal budget funds

Local self-governments are responsible for the organization of utility services, notably, water supply and
wastewaler services as well as municipal waste management. This also includes the responsibility for the creation
and maintenance of an adequate infrastructure for the provision of these utility services, Municipalities finance
their activities from a range of local taxes and revenue-sharing arrangements for some national taxes. A mechanism
for transferring funds from economically stronger municipalitics to poorer municipalities — the so-called
Equalization Fund — is in place. The Law on Environment stipulates that local self-governments may raisc a special
levy for financing environmental protection. There is a corresponding reference in the Law on Local Sclf-
Government Financing, but no existing secondary legislation specifies the modalities for the introduction of such
a fee; for this reason, municipalities are not introducing the fee.

Table: Expenditures in the water supply and sewerage, and waste sectors, € million

2010 2017 2018 2019 2020 2021 Total
6.4 3.0 8.3 6.4 7.4 8.3 153.9

Source: Statistical Yearbook of Montenegro. MONSTA'T

In addition, in 2022 the total expenditures for the municipalitics amounted to € 328.1 million (5.8 % of GDP), out
of which € 35.4 million (0.6% of GDP) are repayment of liabilitics from the previous period. Furthermore, the
total expenditures in the central level amount to € 2.70.6 million (39.8% of GDP).
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Municipalities” capacity to engage loans from HFIs:

On the basis of Article 22 paragraph 3. Article 24 paragraph 3 and Article 25 paragraph 3 of the Law on [Local
Self-Government Financing ("Official Gazetie of Montenegro No. 003/19"), the Regulation on the Method of
Withdrawing and Refunding Resources from the Municipal Support FFund for pre-Financing Donor Projects was
adopted ("Official Gazette of Montenegro”. no. 010/19 of 13/02/2019). This Regulation prescribes detailed
procedures for the withdrawal and refund of resources from the Fund. as well as the methods for keeping records
ol their use.

Furthermore. according to Article 9 of the Law on the Budget of Montenegro lor the year 2023 ("Olficial Gazette
of Montenegro™ No. 152/22), the following is prescribed: "The tunds for the Municipal Support Fund for pre-
Financing Donor Projects will be secured in the state budget in an amount of up to 1.5 million euros."

The municipality's annual budget deficit cannot be greater than 10% of its total revenue. The municipality can
request approval from the Ministry of Finance to exceed this limit if the purpose is to finance capital expenditures.
Hence, municipalities are permitted to use funds from the Ministry of Finance's pre-financing fund.

Even though a certain number of municipalitics have reached the upper limits of their borrowing capacity, the
right to withdraw funds from the Support Fund belongs to the municipality that signed a contract for implementing
projects that are important to the municipality, namely for the state as a whole with the donor or the leading partner
in the project. The municipality is obliged to return resources to the Support Fund, after reimbursement from the
donor or leading partner, and no later than within 12 months from the date of withdrawal of resources from the
Support Fund.

Apart from the recent shortage of their own financial resources, municipalitics have only rather limited
capacities for managing the budgeting cycle for infrastructure projects, notably as regards budget preparation,
planning and implementation, and financial reporting.

Eco Fund:

The Eco Fund was established by the Decision of the Government of Montenegro in November 2018 with the
purpose to act as a central national institution for financing and providing technical support to projects /
programmes in the field of the environment, climate change and energy. The "polluter pays" principle is one of
the cconomic instruments by which the Eco Fund will collect funds and promote the reduction of environmental
burdens. In addition to these financial instruments, the Fund's revenues for the financing of environmental
protection and energy efficiency arc provided from: the state budget, fees, loans and donations, instruments,
programs and funds of the European Union, the United Nations and other international organizations.

The Fund collects and invest funds in order to provide grants, subsidics, loans to the public and private sectors, as
well as non-governmental organizations and citizens. On the basis of Article 77 of the Law on Environmental
Protection, Article 5 of the Regulation on the Amount of Fees, Mcthod of Calculation and Payment of Fees Due
to Environmental Pollution and Article 18 of the Law on Administrative Procedure, the Environmental Protection
Agency issues decisions on the basis of which revenues are generated, recorded by type of fees: fee for importing
substances that affect the ozone layer. lee for releasing pollutants into the air, fee for creating and depositing
hazardous waste.

Furthermore. within the scope of other income from businesses, income is realized on the basis of the Regulation
on activities that emit greenhouse gases, for which a permit for the emission of greenhouse gases is issued, fee for
the transfer of emission credits in the amount of 0.1 % of the minimum price of the emission credit, which is
€241C02.

Based on the financial statements provided by Eco Fund (ENVIRONMENTAL PROTECTION FUND LLC) for
the year 2022 the present value of the Fund’s Assets is 462 342 curos and the budget collected from different
sources during 2022 was 486 075 curos, Thesce figures show the limited capacity of the Eco Fund to generate
enough resources so far, for the significant challenges faced by Environment Sector in Montenegro.

2.6. Performance assessment framework
Environmental monitoring
Montenegro has made notable strides in the last years on environmental monitoring. The Environmental

Protection Agency (EPA) has taken control over most of the monitoring activities and made cfforts 10
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strengthen the

various monitoring networks and to organize them in accordance with the latest international

practice. Al the same ume, the legal framework requires amendments to improve the functioning of the networks,

Monitoring activities are carried out based on the annual monitoring programmes prepared. in the majority of
cases, by the EPA for approval by the Government. with a dedicated capital budget (see chapter 2.5. Mid-term

budgetary perspectives).

According to the Law on the Environment., the EPA is responsible for the preparation of environmental reports
and contributions to international requests via the following publications:

e National Information on State of Environment (SOE)- annually (hups://cpa.ore.me/informacije-o-
stanju-zivolne-sredine/)

o Monthly reports on air quality (htips://epa.org.me/mjesecni-izvjestaji-o-kvalitetu-vazduha/)

e Indicator-based

State

of

Environment

Report (SOER)

(https://epa.ore.me/izviesiaj-o-stanju-zivotne-sredine-na-bazi-indikatora/)

cvery

four years

Note: Ilistorical records since 2009 of Environmental Monitoring reports are available at EPA's website:

https://epa.org.me/

The Law on the Environment stipulates the mandatory drafting of a State of Environment Report (SOER) of
Montenegro for a period of four years, based on the National List of Environmental Indicators adopted by the
Government. Montenegro adopted the list of National Environmental Indicators of which are provided in the State

of Environment Report:
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The first indicator-based State of Environment Report was produced in 2013, and the most recent available report

covers the period 2017-2020.

application.
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The assessed situation is currently not linked to policy development and its




The report addresses the tollowing themes and sectors: air. water. Climate Action. agriculture. energy. lourism,
transport. fisheries, waste. biodiversity and marine ecosystem.

Additionally to the Environmental Monitoring system described above. each of the Sub-sector strategics
mentioned in the chapier 2.1, National scctoral policics and comiext™ have their own monitoring and evaluation
mechanisms.

Furthermore. Montenegro is developing its capacities for EIONET with the support of IPA 2021, having as a goal
the establishment of a fully operational Environmental Information and Reporting System. including the provision
ol effective Geographic Information System (GIS) and Capacity Building Plan.

Regarding the INSPIRE Directive, with IPA 2021 support, Montenegro will improve its Spatial Data
Infrastructure (Geoportal) in order to standardize and make available geospatial information. However, further
investments will be required in for achieving a full digitalisation of Envirenmental information and management
systems in Montenegro (i.c. development of metadata catalogue).

Regarding IPA Monitoring. the Operational Programme 2024 — 2027 will introduce a performance monitoring
system. It consists of the IPA Monitoring Committee and the Sectoral Monitoring Committee. The IPA Monitoring
Committee is established to ensure coherence and coordination in the implementation of IPA,

The Sectoral Monitoring Commitiee will be established respecting the Partnership Principle as established in the
European Code of Conduct on Partnership - ECCP (Commission Delegated Regulation 240/2014), paving the way
for Cohesion policy requirements.

The tasks of the Sectoral Monitoring Committee include, among others:

- Reviewing at cach meeting the progress towards achieving the specific targets of the Operational
Programme on the basis of documents submitted by the operating structure

- Examining at cach mceting the results of implementation, particularly the achievement of the targets sct
for cach priority axis and measures and interim evaluations. The shall carry out this monitoring by
reference to the indicators agreed

- Examining the sectoral annual and final reports on implementation, including OP summary tables;

The qualitative and quantitative progress made in implementing the OP as well as its efficiency and effectiveness
will be measured by the use of evaluation and monitoring indicators related to the results and outputs of the
individual measures.
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2.7. Socio-cconomic analysis (including SWOT analysis)

With its geographic position. climate and spatial characteristics. as well as the distribution of its natural resources.
Montenegro is in many ways an exceptional country within the continent of Europe. Accordingly, the Parliament
of Montencpro adopted the Declaration on the Ecologieal State of Montencgro in 1991, and Momenegro was
established as an ceological state under the Constitution of 1992 and the Constitution of 2007, This clearly
identified state-level declaration shows unequivocal support lo sustainable development. This was further
emphasised by the introduction of the guidelines provided under the Law on Environment in 1996, repealed by a
new Law on environment (2016) and the National Strategy lor Sustainable Development, updated by the
Government of Montenegro until 2030).

It has been recognised however that there are some important environmental problems that need to be addressed,
especially in the field of waste and water management and nature protection. The most important pressures on
the environment include pollution (emissions, waste water, solid waste), the use of natural resources, intensive and
imbalanced development of certain sectors (tourism, urban development ete.) and the conversion of natural habitats
into semi-natural and artificial ones. Furthermore, Montenegro is located in one of the areas that are more
vulnerable to Climate Change impacts, and adaptation to these conditions necessitates building resilience and
strengthening of disaster risk management.

As regards the ability to assume the obligations of EU membership, Montenegro has undergone an intensive
process of aligning its national legislation with that of the EU dcquis. While these efforts cover all 33 negotiating
chapters, particular efforts will be needed in the area of Environment and Climate Change (Chapter 27), as
alignment in these areas requires substantial investments and institutional capacity. In addition to legislative
alignment, Montenegro has to build up the administrative capacity needed to ensure proper implementation of EU
legislation. The main weaknesses identified are the lack of strategic planning and underdeveloped
infrastructure.

The national scctoral and cross-cutting strategies are also relevant for implementation of 2020 EU enlargement
policy, which outlines that important work on alignment and preparation for the implementation of the EU acquis
has taken place in most arcas and that looking ahcad, Montenegro should focus on further strengthening the
administrative capacity for ensuring the application of the EU acquis and also addresses key issues identified in
EC Montenegro 2022 Report.

According to Montenegro EC Progress report for 2022, significant efforts are still needed on implementation and
enforcement, in particular on waste management, water quality, nature protection and climate change. Montencgro
should considerably step up its ambitions towards a green transition.

Below is presented a brief analysis of the specific context of the Environment Sector in Montenegro, with special
focus on Water and Waste Management at municipal level, given their relevance in the Accession
Negotiations, given their impact on the environment and given their importance in the Single Project
Pipeline (more than 80% of the Single Pipeline projects are related to Municipal Water and Waste
Management).

NATURE PROTECTION IN MONTENEGRO

The territory of Montenegro is characterized by an extraordinary genetic and ccosystem diversity of species, which
makes it one of the most important centres of biological diversity not only in Europe. but in the entire Palaearctic.
Although biodiversity in Montenegro is not fully explored, given the available data of institutions, it can be claimed
that the biodiversity of Montenegro is still preserved substantially, but there is also a growing trend of numerous
direct pressures on biodiversity values. Some of the most important are; urbanization, pollution, infrastructurc
development. changing land purpose, excessive use of resources and climate change,

Currently. protected arcas now cover 176 362 ha or 12.8 % of the territory, of which the largest part (101 733 ha

or 7.32%) consists of 5 national parks: "Durmitor”, "Skadar Lake", "Lovcéen". "Biogradska gora™ and "Prokletije".
The remaining part is related to the 64 locations that are protected mainly on the "lower” level.
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Table 1 Size and percentage of protected areas ar national and international fevel

(Level

National level of protection

International protected area

Protected ﬁnt_ural resource

National parks

101,733 ha

Nature monuments

13.038,54 ha

Arcas of special natural characteristics

354.7 ha

Other protected arcas - protected under municipal
regulations

15.000 ha

Strict nature reserves 650 ha
Regional park 51.398
Total under protected 176.362,0 ha

Catchment arca of the River Tara, M&B UNESCO
biosphere reserve, including NP Durmitor with the
River Tara Canyon

152.889 ha

NP Skadar Lake and Tivat Saline
- Ramsar site

20.150 ha

Kotor - Risan Bay

15.000 ha

Ulcinj Salina

1,477 ha

Direct factors endangering biodiversity in Montenegro:

The most important pressures for Nature Protection in Montenegro are explained below:
Changes to habitats

The accelerated development of tourism, particularly on the coast and in Podgorica, can lead to the loss,
degradation and fragmentation of particular natural sites, particularly coastal and wetlands.

Modifications in the practice of the use of land, connected with urban development and tourism development, as
well as introduction of new practice in agricultural production, may lead not only to the loss of natural and semi-
natural habitats, but also 1o the loss of agricultural biodiversity, i.e. local varieties and breeds. The greatest danger
for water and wetland habitats is created by eutrophication, which is a consequence of pollution from human
settlements. It is considered that flora and fauna of the coastal zone are the most endangered in Montencgro.

Excessive exploitation.
The National Forest Policy underlines the importance of sustainable harvesting in the future and places an
increasing emphasis on multiple use of forests, including the protection of biodiversity in forest ecosystems,

protection of water zones, development of tourism and recreational activities.

Gravel exploitation in some arcas (particularly in Lim and Moraca River Valleys) has a very distinct adverse
impact on biodiversity.

Hlegal hunting and fishing, as well as unplanned harvesting of forest and other fruit, can be additional threatening
factors.

Ultilization ol natural waters for irrigation (mountain lakes) poses an additional threat to biodiversity.

Pollution

Freshwater and marine ecosystems are mostly polluted by wastewater and solid waste which not only harms
organisms dircctly, but leads to accelerated eutrophication in these ecosystems. Industrial waste can also be
discharged into waters and affect directly the functioning of ccosystems. Currently. there are only two municipal
sanitary landfills and the rest of the waste in Montenegro is disposed on non-sanitary or unregulated disposal sites,
and less than 7% of municipal waste is recycled.

Furthermore. there are locations in Montenegro with stored hazardous waste which is a direct threat to the

Environment.
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Climaie change

Montenegro is an extremely sensitive territory to Climate Changes. It is expected that climate change in
Montenegro will lead to the increase of temperature and a drop of precipitation. which will afTeet ecosystems and
their biodiversity. The data on phenology of woody species indicate indirectly the presence of consequences of
climate change on the productivity of some ecosystems in Montenegro.

Introduced invasive species

Systematic studies of invasive species in Montenegro have not been implemented, but some individual studies
suggest the presence and expansion of introduced species, although there are no assessments concerning their
impact on local ecosystems and autochthonous species.

Specific reference to Ulcijn Salina:

The Site on the South-East of Montenegro, by the Adriatic coast, close to the border with Albania, is the largest
salina (saltpan) in the Adriatic. It was built in the 1930s, and salt production stopped in 2013, The Site is mostly
covered by grassland, halophyte vegetation and reeds. Uleinj Salina is the most important wintering, nesting and
feeding site for birds on the eastern coast of the Adriatic and a key stopover site for birds migrating on the Adriatic
Flyway. Overall, 252 bird species have been recorded in the Site, 20 of them globally threatened. In addition, one
endangered amphibian (Albanian water frog), one reptile (European pond turtle) and one mammal (European otter)
are present. Due to the stopping of salt production, the Site is at risk of losing the halophyte vegetation, which
would be substituted with more common vegetation types, negatively affecting the biodiversity which it supports,
It was designated as Nature Park in 2019.

CLIMATE CHANGE IN MONTENEGRO

Montenegro’s level of alignment on climate change remains limited. Considerable work is still required to align
with the EU acquis, such as to incorporate remaining elements of the EU Emissions Trading System (ETS), the
Effort Sharing Regulation, the Governance Regulation and MRVA,

There is a low level of awareness in Montenegro about climate change. Only a small number of municipalitics
are implementing energy efficiency projects (mostly related to buildings in public sector, public lighting etc.),
while only two municipalities reported they have a plan for low carbon development. However, Montenegro has
adopted a basic legal framework for climate change and low carbon development with the Law on Environment,
as well as the ratification of UN Framework Convention on Climate Change and the Kyoto Protocol and took part
in the (COP26) in late 2021. Furthermore, as regards the obligation of reporting to the UNFCCC, the National
Inventory Report 2023 was submitted on 3 April 2023.

The eneray sector, comprising enerzy supply and consumption in the transport, residential and service sectors, has
the highest share in GHG emissions, accounting for 68 per cent of the total emissions. This is followed by industry
(20 per cent). agriculture (10 per cent) and waste (2 per cent) sectors. About 99 per cent of emissions from the
industrial scctor originated from the Aluminum Plant Podgorica (KAP).

Although Montenegro has a high potential for renewable energy, only hydropower is used for clectricity
production in considerable quantity, and biomass for heating purposes. The country faces challenges to increase
renewable energy sources. These include improving conditions for investors in renewable electricity production
and implementing needed grid improvements.

Steps have been undertaken to increase energy efficiency in the construction sector, mainly for new buildings. At
the local level. these steps have led to some changes, such as increased efficiency of public buildings and lighting.
The process of legalization of illegal settlements can be used as a trigger for improving efficiency standards of
existing buildings.

Regarding Climate Change adaptation, Montenegro is prone lo several natural hazards including foods,
drought, heavy rainfall/snowfall. wind storms, heat waves. landslides, avalanches, forest fires, airborne sand from
deserts and some epidemics. There is a clear trend of increasing temperature and summers have become very hot.
In contrast there is no clear trend showing changes in annual precipitation except in the north-castern parts of
Montenegro (Bijelo Polje) where rainfall has increased slightly and the coast where rainfall has slightly reduced.

Flood waves have become more frequent and stronger in Montenegro due to an increased intensity of rainfall and
a change in the type of precipitation. Specifically, during the cold months of the year, when precipitation is the
largest in the upper reaches of major river courses (which are mostly mountainous). rainfall usually occurs in the



form of snow. Over the past twenty years. due to warming and higher temperatures. there is reduction of snow. so
with the same volume of precipitation there is a more water in the lower courses of rivers, and an increased risk of
Tooding.

Some progress has been made to integrate climate change adaptation into sectoral policies, mainly in the
forestry sector. At national level. the institutional framework of drought/flood risk assessment is currently in the
process of being defined. The process ol drought/fTood risk assessment at national level in Monlenegro is organized
across different fields and different administrative levels and could be strengthened by improving coordination
among these entities. The priority sub-sectors for Climate Change adaptation are:

. waler resources,

¥ public health,

2 agricultural land,

. agricultural production,
. coastal areas and

. forestry.

With the support of the UNDP, Climate Change sensitivity analysis has been prepared in the fields of Agriculture,
Water, Health and Tourism.

The Government is making cfforts to raise public awarencss on climate change-related issues, Official websites
describe efforts on climate change and energy efficiency. At the local level, awareness is growing and has led to
some changes, such as increased efficiency of public buildings and lighting.

MUNICIPAL WATER AND WASTE MANAGEMENT IN MONTENEGRO

Regional Approach

Montenegro is divided in Local Administrative Units (LAUS), i.e., Municipalitics, and there is no division in
territories units. A regional division of the country is presented in the Montenegro Spatial Plan until 2020 (of 2008)
and includes

. Central region (Podgorica, Zeta, Danilovgrad, Niksic and Cetinje, Tuzi);

. Northern Region (Pluzine, Savnik, Zabljak, Pljevlja, Mojkovac, Kolasin, Bijelo Polje, Berang,
Petnjica, Andrijevica, Plav, Gusinje and Rozaje);

. Coastal Region (the municipalities of Herceg Novi, Kotor, Tivat, Budva, Bar and Ulcinj).

Note: Zeta and Tuzi are two new municipalities which belonged before to Podgorica,

Figure 1: Regional Approach
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The provision of communal sevvices, meluding those of relevance for this project. is basically regulated by the
national Law on communal services (OG of MNE. 055/16 and 074/16). With respect 1o the aforesaid law,
communal services are “those services that are necessary lor normal living and work activities of population and
legal entities within territory of a local self-government unit (LSGU). as well as the maintenance of communal
mfrastructure and equipment”™. The provision of communal services falls under the competence/responsibility of
an mdividual LSGU. which, inter alia, includes the following communal services:

5 Public drinking water supply
2 Management of communal wastewaters
3, Municipal solid wastlc management

MUNICIPAL WATER MANAGEMENT

Municipal Water Supply

Public drinking water supply and urban wastewater management are closely interrelated and represent two parts
of integral water services that are normally provided by a single municipal water utility company. ldeally, the user
should be provided with a public water supply as well as wastewater collection and treatment. In reality, the service
coverage of the public water supply is normally higher than the service coverage of wastewater collection and/or
treatment.

There are three basic approaches in Montenegro for water supply:

1. Centralised, public water supply systems managed and operated by a municipal water utility
company

2. Rural community water supply schemes, grouped or scattered, normally run by a nominated
representatives of the local community, but not monitored/controlled by a municipal water utility
company

3. Settlements/population with so called “individual supply™ from local springs, intakes, wells, neither

connected to public nor rural water supply systems
Main issues regarding drinking water supply services:

This section summarizes the current status of drinking water supply services/systems in Montenegro also with
reference to the requirements set out in the relevant EU directive and corresponding national legislation, based on
the report “Revision of the Master Plans for Urban Wastewater Measures and Preparation of Directive-
specilic Implementation Plan for the Urban Wastewater Treatment Dircctive 91/271/EEC™.

Service coverage — with public, centralised drinking water supply is currently around 85.6% which could be
further improved.

The following figure shows drinking water supply service coverage per local self-government unit.

Figure 2— Service coverage - % of population connected to different types of supply
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supply systems

Sowree: Report” Revision Master Plans for Urban Wastewater Measures and Preparation of DSIP for UWWTD”
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There are significant regional difTerences in service coverage and level of services:

Table 2 — Drinking water supply service coverage per LSGU

No M lllli(!i]):.llilicﬁ per N population N leaal population _DDPTII“":D“ Service coverage
l"(_‘gl()ll!'i RIp 2015 connected cnlities - users | connected « RURAL WS i I::l::l':l‘l:]‘::“l‘ 5 central (ty‘-‘)

1 _|Andrijevica 4917 1,302 85 2,645 970 26.3%
2 |Berane 27,753 24.295 772 1,388 2,070 87.5%
3 |Bijelo Polje 44,510 23973 889 9,300 11.231 33.9%
4 |Gusinje 3.949 2,678 70 197 1,074 07.8%
5 |KolaSin 7.830 5,044 175 392 2.394 04.4%
6 |Mojkovac 8,156 5,737 194 514 1,905 70.3%
7 |Petnjica 5,114 4,839 275 0.0%
8 |Plav 8.799 6,337 155 440 2,023 72.0%
9 |Pljevlja 29,047 21,458 728 4,969 2,619 73.9%
10 [PluZzine 2.885 1,716 40 450 719 539.5%
11 |[RoZaje 23,128 13,521 350 6,800 2,807 38.5%
12 [Savnik 1.817 993 30 784 39 54.7%
13 [Zabljak 3.337 3,104 110 167 66 93.0%
14 |Celinje 15,998 15455 400 543 0 96.6%
15 |Danilovgrad 18,398 18,016 445 382 0 97.9%
16 |Niksi¢ 71,166 68,914 1,168 1,290 962 96.8%
17 [Podgorica 194,022 187.367 6.400 1,700 4,955 96.6%
18 |Bar 43.359 30,623 2,118 1.300 11,436 70.6%
19 |Budva 20,154 19,842 2.300 382 0 98.3%
20 |Herceg Novi 30,755 29,998 1.490 382 375 97.5%
21 |Kotor 22,640 20,647 936 453 1,540 91.2%
22 |Tivat 14.386 13.960 560 426 0 97.0%
23 |Ulcinj 20,039 17,478 921 601 1,960 87.2%
Sub-total Northern Region | 171,242 110,158 3.598 32,891 28,192 64.3%
Sub-total Central Region 299,584 289,753 8,413 3,914 5.917 96.7%
Sub-total Coastal Region 151,333 132,548 8,352 3,544 15,241 87.6%
Total 622,159 532,460, 20,336 40,350 49,350 85.6%

Source: Report” Revision Master Plans for Urban Wastewater Measures and Preparation of DSIP for UIWVWTD”

Regarding water consumption rate, the highest figures correspond to Central and Coastal while the Northern region

shows a significantly lower rate compared with the other two regions.

Figure 3 Household unit water consumption rate per region (Litres per capita and dayv-fed

Unit water consumption rates - corrected (lcd)
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Sowrce: Report” Revision Master Plans for Urban Wastewarer Measures and Preparation of DSIP for UIVIVTD”

Water availability:
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With regard to wtilisation/availability of water sources (average abstraction/average capacity), it appears that the
overall water source utilisation is 37% on average. Furthermore. at the regional level even for minimal scasonal
capacity of water sources in cach observed region. there is a surplus of available water source capacity. However,
since waler supply services are almost exclusively organised at the LSGU level (exception being the Regional
Water Supply System for the Montenegrin Coast). the analysis of the available source capacities versus estimated
maximum seasonal demand indicates deficits in a number of municipalities (four in the northern region and two
in the coastal region Figure 4). The actual situation is even less favourable. taking into account seasonal (salinity)
and continual incompliance of water quality for certain municipalities, especially in the coastal region.

Figure 4— Number of municipalities with water supply deficits
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Water use efficiency:

Common for all communal water supply systems — very inefficient use of water resources and inefficient systems
(high non-revenue water - NRW rates) resulting in higher O&M costs and inadequate level of services

Figure 5 — Recorded NRVW in water supply systems per region (% of input)

HNorthers Central Coantal
Source: Report “Revision Master Plans for Urban Wastewater Measures and Preparation of DSIP for
uwwrbr

Water Quuality (IWWQ):

The Water Quality of monitored systems =10% samples do not comply in terms of physicochemical and =7% for
microbiological parameters. The overall WQ incompliance is around 15% - WQ compliance should normally be
close 1o 100%. Critical WQ parameters are: wrbidity, nitrites, residual chlorine. micro-biology, etc.

A Sctof measures 1o improve WQ status shall be proposed (sources, treatment) but in order 10 ensure sustainability
of the overall operation, the report “Revision of the Master Plans for Urban Wastewater Measures and
Preparation of Directive-specific Implementation Plan for the Urban Wastewater Treatment Directive
921/271/EEC™, strongly recommended the introduction of complementary measures to improve water use
¢lficiency, optimisation of costs and rchabilitation of critical parts of WS systems



Drinking water quality in centralised communal water supply systems in Montenegro is regularly monttored by
accredited and authorised institutions/laboratories including:

1. The Institute for Public Health (national)

2. PUC Vodovod, Podgorica

3. Centre for Eco-toxicological Investigations. CETI
Public health centre, Bar

Feil

The records of water quality monitoring/analysis are kept by the municipality/system/supply zone, as presented
in the following tables:

Figure 6 — Non-compliance of drinking water in terms of physicochemical parameters

Phisicochemical non-compliance of Drinking Water
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Source: Report “Revision Master Plans for Urban Wastewater Measures and ﬁ:'ﬁpﬁ}'{fﬂ'(m of DSIP for
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Figure 7- Non-compliance of drinking water in terms of microbiological parameters

Microbiological non-compliance of Drinking Water
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Protected zones:
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Based on the overview of protected zones. around 553% of abstracted water lor the public water supply comes [rom
sources with the established source in protected zones. In terms of numbers. this statistics is less favourable, for
only around 37% ol water sources (in numbers). an adequate protected zone has been established.

Waste Water:

The management of communal wastewater is basically regulated by the Law on communal services (OG of MNE,
055/16 and 074/16) and by the Law on communal waste water management (OG of MNE, 002/17).

The basic structure/organisation of management of communal wastewater is LSGU-based; it is normally carried
out by a water utility company founded by the LSGU, while some LSGUSs decided to engage a private operator
through a concession agreement to implement certain parts of WW management (example: the wastewater
treatment facility in Budva).

Hereinafter is presented the key information related to the existing communal wastewater management in
Montenegro, as well as some of the key performance indicators, according to the report “Revision of the Master
Plans for Urban Wastewater Measures and Preparation of Directive-specific Implementation Plan for the
Urban Wastewater Treatment Directive-UWWTD- 91/271/EEC”.

The current service coverage of population with WW collection services is very variable per municipality, while
the overall national (average) service coverage is around 47% of the total population. However, in relation to
population residing in areas that have been designated as agglomerations related to the UUWTD wastewater
collection service coverage is much higher and reaches around 58% (Table).

In brief, the current status of wastewater collection services is quile diverse per municipality and in general these
services are underdeveloped (low service coverage) - it is assessed that the current system requires substantial
rehabilitation and upgrade and the current level of monitoring and control (operation of the systems, measurements
of flows and loadings, etc.) is very low.

In accordance with the information provided by municipal water utility companies and relevant national
institutions (MTESDNRD and MONSTAT), the overall length of existing WW collection networks (main sewers
and collection network) is around 915km.

Table 3 — Wastewater collection service coverage

Administrative l’opula.lion l’o[}ufmic.m Population Service coverage Se.:rvice coverage
Fogion 2017 estimate residing in served by WW in relation to in relation to
(total) (#) agglomerations (#) |  collection (#) total agolomerations
Northern 167,918 100,593 61,759 36.8% 61.4%
Central 301.559 204,577 151,362 30.2% 37.2%
Coastal 152,896 135,178 79,308 31.9% 38.7%
Total 622,373 500,347 292,429 47.0% 38.4%
Source: Report “Revision Master Plans for Urban Wastevwarer Measures and Preparation of DSIP for
uwwrb”

Figure 8§ — W collection service coverage per region
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With regard to urban wastewater treatment. there are seven sizeable operational wastewater treatment plants
(Podgorica. Niksi¢. Budva. Herceg Novi. Kotor-Tivat. Mojkovac and Zabljak). There are also several smaller
treatment facilities that operate intermittently, Several sizeable urban wastewater treatment facilities are under
construction; including Pljevlja and Berane or should be implemented in the short-term (Podgorica — new plant).

The overall capacity of the operational wastewater treatment plants is around 400.000 Population Equivalent (PLE).
and it is planned to be substantially increased in the coming years. However. the service coverage related to
wastewaler collection is insufficient: there is a significant mismatch between the service coverage in individual
municipalitics and available wastewater trcatment capacitics. Therefore, one of primary tasks related to urban
wastewalter management should be the further development of wastewater collection systems, coordinated with
the development of wastewater treatment (and vice versa), which is both logistically and financially very
demanding.

Assessment of the compliance with the UWIVTD:

Summarising these results, it can be concluded that the obligations as regards collection (Article 3) are met for
55.8% of the total generated load, and 65.4% of the subjected/eligible load.

Regarding biological treatment {Article 4), the obligations are met for around 33% of the total generated load and
38.7% of the subjected/eligible load.

As regards more stringent treatment (Article 5), obligations are met for 22.9% of the total gencrated load and for
36.1% of the subjected/cligible load.

Table 4 — UWIWTD - preliminary assessment of compliance/gaps

. Faigl Load.mg AL Loading currently [ Compliance VS| Compliance VS
Article 3 generated load | compliance should be covired total load (%) | cligible load (%)
(PE) provided G gible toad (o
Typical loading (PE) | 884,366 755428 493,710 55.8% 635.4%
Total Loading for which Loading currently oo s
Article 4 generated load | compliance should be | covered secondary (;(())Il“lr::i::f;; )S LSiO!I;;)[I)I-]lIT::; [\WS]
(PE) provided treatment ’ ? gibleioad {ro
Typical loading (PE) 884,300 755428 292,264 33.0% 38.7%
Total Loading for which Loading currently i o
Article 5 generated load | compliance should be | covered with tertiary (:;Eﬂ:::ff%s C]I:)::L[]) I'T:::; {\::S]
(PE) provided treatment S || SNETTO- IS
Typical leading (PE) 884,300 562,123 202,880 22.9% 36.1%

Source: Report “Revision Master Plans for Urban Wastewater Measures and Preparation of DSIP for
uwwrp”

Figure 9 — Average compliance rates with the UWWTD, Montenegro 2018 (PL)
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Figure 10- Average compliance rates with the CIWITD, Montenearo 20108 (")
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The Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 - Environment and Climate Change
includes as an Annex the following Implementation Plan for the UWWTD:

Source: Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 - Enviromment and Climate Change

Yulnerahility e : Implementation Plan for the UWWTD
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Montenegro has achieved a good level of legislative alignment with directives on Waste Framework. Landfills,
WEEE, Packaging Waste, End-of-Life Vehicles. PCB/PCT, and Sewage Sludge.

However, implementation remains at an carly stage and in most cases no reliable planning of implementing
measures and foreseen investments exists. On the 30 July 2015, the Government of Montenegro adopted the
National Plan for Waste Management 2015-2020, which provided a timeline and defined the main
instruments/measures to secure alignment with and implementation of the EU waste legislation. However, this
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National Plan offered three management options that in practice brought national waste management 1o a
standstill. due to the lack of consensus on the specific option to be sclected among the three.

Montenegro is facing considerable problems as regards waste management. The current system of waste
collection and disposal does not provide for waste separation and separate treatment of different tyvpes of
waste, while in principle the disposal of non-hazardous industrial, municipal and hazardous waste does not meet
the mimimum environmental standards, Furthermore, Montenegro has not yet made the transition from landfills
to a circular cconomy which is one of the problems faced by the waste management system,

In general, the eapacities of the local self- government units and public enterprises which are responsible for the
tasks regarding waste management is an important restricting factor for the successtul implementation of the
National Waste Management Plan. However, it should be noted that visible efforts and positive movements are
madce by some local self-government units 1o improve the situation in this arca.

The activities of municipal waste management fall within the competence of local self-~government units.

Local self-government units are responsible for the development and implementation of waste management policy
at the local level through adoption of: waste management plans on their territory; joining inter-municipal
programmes involving two or more municipalities; waste production assessment: improving or building the
capacity of Ultility Companies; regulating the work of private entreprencurs in the field of waste collection,
transport and disposal; and improving the licensing system. According to the existing legal solutions, local self-
government units are not obliged to perform monitoring, but if they do, they are required to submit monitoring
data to the Environmental Agency. Local self-government units are involved in the preparation of legal solutions
in this arca. Morcover, the Directorate of Ecology actively cooperates with local self-government units  in the
sclection of technologies in this area.

Utility Companies execute regulations issued by the State, provide financial conditions for the performance of its
activitics, adopt short-term and long-term programmes of activities and provide part of the funds for their
implementation, and determine the prices of utility services.

Communal inspection supervises the application of laws and regulations, controls the condition of communal
facilities and conducts other tasks prescribed by laws or legal acts of local self-government.

Inter-municipal waste management companies can be established for the purpose of more efficient waste
management, based on the recommendations from the Strategic Master Plan for Waste Management. So far, the
following inter-municipal companies have been established:

»  The Municipalities of Budva, Kotor and Tivat founded the company "Lovanja" d.o.o., which was
entrusted with works related to the construction and, after that, maintenance and management of the joint
landfill for these three municipalitics. The Lovanja landfill is now closed.

*  The Municipalities of Bar and Ulcinj founded the inter-municipal company "Mozura” d.o.o. which
manages the Mozura sanitary landfill in Bar.

e The Municipalities of Nik3i¢, Pluzine and Savnik founded the inter-municipal company "Budo3" d.o.0.
with the aim of being in charge of managing the regional waste treatment centre at the Budos location in
Niksic¢. after its construction.

s The Municipality of Podgorica founded its own company "Deponija" d.o.o. which manages the sanitary
landfill at the location "Livade" and has concluded agreements on the conditions ol processing waste
collected from the municipality of Danilovgrad and the Old capital of Cetinje.

The information provided below is based on the report Preparation of the NWMP for Montenegro for the
period 2023-2028 (CFCU/MNE/192). Data from MONSTAT on municipal wasle generation and collection were
used. As this data refers to the entire country, the following waste generation factors (Kg/cap.year) were used for
distribution between the Municipalitics, as well as for urban / rural areas and tourists;

®  The waste generation factor in urban arecas is considerced to be 534.4 kg/cap.year (2021)

e The waste generation factor in rural arcas is considered 1o be 70% of the one for urban areas, i.e.. 374.1
kg/cap.year (2021);

*  The waste generation factor from tourists is considered 1o be 30% more than the one for urban areas,
694.7 kg/cap.year (2021).

Itis noted that the alorementioned waste generation indicators refer to total municipal waste generation (including
houschold waste, similar waste from commerce and industry, park and garden waste. market waste, street waste).

Based on the above, the quantity of municipal waste gencerated in 2021 is calculated at national level, as presented
in the Table below:
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Table 5 - qraniine of municipal waste generated in 2021

2021
# Waste generation Waste generation
inhabitants (t/yr) (kg/cap.year)
Urbanareas 406,663 27324 5344
Rural arcas . 212548 79511 _ 374.1
Tourists | 41,559 Lol =i BRTE 6947
Total | 660,770 325,708 4929

Source: report Preparation of the NWWMP for Montenegro for the period 2023-2028

More than 75% of the waste is generated in urban and tourist areas, while in rural areas ~25% of the total municipal
waste is generated.

The following chart, presents the contribution of each Municipality to the total waste gencration.
Figure 11: Contribution of Municipalities to total waste generation, 2021
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Source: report Preparation of the NWMP for Montenegro for the period 2023-2028

As presented above, Podgorica Municipality generates ~28% of the total waste generation, followed by Niksic. In
addition, the Municipalities on the coastal part of the country (Bar, Budva, Herceg Novi, Kotor, Tivat and Uljinc).
contribute 31% the total waste generation.

Regarding municipal waste types, these are presented in the following Table.

Table 6: Municipal waste generation per waste (ype

%o in MSW

t/yr

Houscholds 59.2% 192,913

Similar waste from

institutions commerce, 20.7% 96,777

industry and tourism

Park / garden waste | T7.4% 23,959

Street waste ' 3. 7% 12,059 S
: Total 100.0% 325,708

it



Source: report Preparation of the NWMP for Montenegro for the period 2023-2028
The following graph represents the average composition of Waste:

Figure 12: Montenegro- Waste conposition, 2021
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Source: report Preparation of the NWMP for Montenegro for the period 2023-2028

Waste collection

In 2021, the waste collection service covered more than 87% of the population of Montenegro (similar to the
previous year), and more than 90% of waste was collected. Out of the total amount of the generated MSW, an
cstimated 308,904 tons were collected (including subgroup 15 01 - Packaging), i.c., 1.3 kg per capita per day.
The total amount of collected MSW consists of domestic waste directly collected from the producers (residents
and businesses) by Unlity Companies, which makes up 94.9% of the total amount of collected waste, i.c., 293,294
tons and are considered as business entities registered in the Register of Waste Collectors for environmental
protection, as well as everything that citizens brought directly to the landfills,

The following Table presents the collected quantitics of municipal waste in Montenegro, in the period 2019- 2021.

Table 7: Quantities of municipal waste collected in Montenegro, 2019-2021

Total annual amount 322,567.9 ! 287.3159 308.904.2
of collected municipal !

....... waste (tons) | ; R — e
Collected by Ultility 308,103.6 . 273.742.5 293,294.3
Companies (tons) L ]
Collected by other 14.464.3 13.573.4 15,609.9

|
i
i enterprises and '
| individuals (tons)

| Amount of collected 1.5 1.3 1.4
i waste per capita (kg /
| day)




Coverage of the 86.2 | 87.0 87.6
population by waste |

_collection service () U | e

Source: report Preparation of the NIWMP for Montenegro for the period 2023-2028

Municipalities are entitled to manage and organise the waste collection on their territories. The Municipalities are
responsible to organise the entire process of collection and disposal of waste, including levy of a fee to cover all
costs. Usually, this is done through Utility Companies, founded by local governments. Although those companices
are owned by their municipalities, they function as separate legal entitics.

Regarding paper, metals, plastics, glass and biowaste the Law on Waste Management (OG No. 64/11 and 39/16)
defines that they must be separately collected and recycled, Despite the provisions of Law, the current situation is
not satisfactory. This is due not only to a lack of information and education, but also of infrastructure, and above
all of financing. Schemes for the separate collection of recyclable materials exist in certain Municipalities.
However, even when separate waste containers are provided, labelled as such and intended for the main dry streams
for recycling, i.e., paper, cardboard, metal, plastic and glass, cross-contamination is present to a large extent,

Waste Recyeling and Treatiment

There are 4 waste recycling centres in Montenegro, as presented in the Table below, The regional recycling centre
in Podgorica, on the “Livade™ landfill, is the system for pre-selection and selection of recyclable waste (cardboard,
paper, plastic, metal, rubber, etc.). The other 3 waste recycling centres are located in, Herceg Novi, Zabljak and

Kotor. Moreover, a regiona) waste recycling centre is under preparation in Bijelo Pojje.

Table 8: Waste recveling centres in Montenegro

; Type of Designed Waste Treated
Location Facility | Capacity Status ar) Served Areas
(t/year)
Podgorica,
Lz Partly Zeta,
Podgorica Livade gngZ?; operating Pluzine.
Recycling P‘d' i Facilit 90,000 - with 14,925 12,977 Celinje,
Centre odeorica ;;fRFy lower Tuzi, and
( ) capacity Danilovgrad
i Savnik
Recycling RF:zﬁ::llg
Recycling Meljine, Facility RE (il
Centre Herceg and 15,000 '“‘“’""]" - : s creep
Meljine Novi Transfer D“l[}fsl e Tpul
Station .
operaling
Recycling
Kotor: Facility .
Recycling and 15,000 Operating 15.300 17.245 B”.‘;? . and
Centre Transfer ki
Kotor -
Station
Kotor
700 ; 786 816 Budva and
g::&?;} (i::::i[l}i?;i {output) Operating (output) (output) Tivat
Recycling
Zabljak Facility
recyclin Zabljak and Inactive - - i
cgnh‘eg. ! Transfer Zabljak
Station

Sowrce: report Preparation of the NWMP for Montenegro for the period 2023-2028

Concerning the infrastructure for recycling and treatment, some Municipalities (Podgorica, [erceg Novi, Kotor,
Budva and Mojkovac) have recycling yards that are owned and staffed by Utility Companies. Residents can leave
certain types of secondary raw materials, but without a fee, which is considered as a demotivational factor.



Waste disposal

There are 2 sanitary landfills for non-hazardous waste in Montenegro. located in Podgorica (Livade) and in Uleinj
(Mozura).

Dumnpsites:

Besides the two sanitary landfills for disposal of municipal waste in Podgorica (Livade) and in Uleinj (Mozura),
almost every town in Montenegro has a dumpsite. and these scatiered dumpsites pose intense pressure on the
environment.

There are 19 operational controlled dumpsites in Montenegro, 2 of which are intended only for the disposal of
construction waste (Dragalj location in Kotor and Braji¢i location in Budva). Of the other 17 controlled dumpsites,
8 are under a certain type of control, i.e., they are fenced and the deposited waste is partially levelled. Out of the
8 controlled dumpsites, 2 are designed to have fences and gates. and certain construction works were performed
on them before waste disposal, such as embankment preparation, construction of access road, etc. These 2
controlled dumpsites are located in Nik3ié (Mislov Do site) and Andrijevica (Sutjeska site).

According to the MTESDNRD, there are 334 uncontrolled dumpsites in Montencgro. The Table below presents
the number of uncontrolled dumpsites per Municipality.

Table 9: Uncontrolled dumpsites in Montenegro Municipalities, 2020

Uncontrolled
dumpsites

Uncontrolled
dumpsites

Municipality Municipality

Andnjevica 12 Niksi¢ 12

Bar 11 Podgorica / Zeta %

Berane 27 Plav 5

Bijelo Polje 106 Pluzine 12
PR TR A U e D : — “
20 Pljevlja 6

Dam’lovgraﬁ : 2 Rozaje 15
B Gusinjert 5 Savnik 3
.............. ; e ;

20 Ulecinj 19

Kola%in Zabljak

Mojkovac

Total 334

Source: report Preparation of the NWMP for Montencgro for the period 2023-2028

Besides the rehabilitation of the dumpsites that took place in the Municipality of Podgorica in 2020, it is noted that
several large dumpsites in Montenegro have been recently remediated. such as:

e “Carkovo poljc”, in the Municipality of Zabljak (end of 2017)

e “Vrtijeljka™, in the Municipality of Cetinje (in June 2018)

o “Vasove vode™, in the Municipality of Berane (end of October 2018)
e “Zauglina™. in the Municipality of Savnik (end of October 2018)

e “Fennel™. in the Municipality of Plav (latc 2019)

The remediation and closure of the dumpsites i1s the responsibility of local governments, which in general do not
have sufficient capacity in terms of infrastructure and personnel.

Conclusions of the assessment:
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The analysis of the current situation reveals that there is a significant potential to improve waste collection and
management in Montenegro. Morcover, waste prevention shall be encouraged in order to proceed towards a better
use of resources. development of new markets and new jobs, while at the same time reduce the harmiul effects of
waste on the environment and public health.

The waste collection system implemented in Montenegro consists primarily ol mixed waste collection and disposal
in the existing landfills in Podgorica and Ulcing. as well as in controlled and uncontrolled dumpsites. dispersed
throughout the country. Separate collection and recovery activities for recyclables. green waste and bulky waste

arc implemented in some Municipalities (e.g., Podgorica), but the results of the system are poor.

The following Table summarizes the current status regarding waste management in Montencgro.

Tuble 10: Current Waste Management in Montenegro
1

2020 ! 2021
thyr Yo tyr Yo
' Waste generated 304,063 100.0% 325,708 100.0%
Waste collected | 287,316 94.5% 308,904 94.8
Separatelyjcollected 63,502 20.9% 68,022 20.9%
waste
i 21,766 7.2% 23315 7.2%
6,997 2.3% 7,495 2.3%
= 34,739 11.4% 37,212 11.4%
. Mixed waste collection 223,814 73.6% 240,882 74.0 %
Piasigtosorting 54,614 18.0% 58,502 18.0%
composting plants
' 21,530 7.1% 23,063 7.1%
21,766 7.2% 23,315 7.2%
5,713 1.9% 6,120 1.9%
5,605 1.8% 6,004 1.8%
Waste p:eparefl for reuse/ | 20,805 6.8% 22286 6.8%
recycling
Recyclables . 20,805 6.8% 22286 6.8%
_ Waste exported ; 14,723 4.8% 15.771 4.8%
{ Waste not collected and | 16,747 5.5% 16,803 520,
L. dumped :
_ Waste disposed : 234,725 77.2% 251,434 77.2%

Sowrce: report Preparation of the NIWMP for Montenegro for the period 2023-2028

The report “Preparation of the NWMP for Montenegro for the period 2023-2028" (CFCU/MNE/192)
provides for three options for the development of the Integrated Waste Management System for Montenegro:

s Option 1; three (3) Regional Waste Management Systems:
e Option 2: two (2) Regional Waste Management Systems;
s Option 3: four (4) Regional Waste Management Systems.

However, option 1 is assessed as the most suitable one. Consequently, the revised NWMP foresees the
development of three (3) Regional Waste Management Systems: Central (with the CWMF to be developed in
Podgorica). Northern (with the CWMF to be developed in Bijelo Polje) and Coastal (with the CWMF 10 be
developed in Ulcinj) as the most favourable option in financial terms,
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Source. report Preparation of the NIWWMP for Montenegro for the period 2023-2028

The basic infrastructure for MSW management will include:

e MRFs of total capacity of ~70.000 tyr. where the separately collected comingled recyclable waste will
be recovered and cleaned in order 1o be forwarded for reusel/recyeling. The existing network of MREs
will be expanded to cover the whole country.

e Biowaste treatment plants of total capacity of ~25.000 t/yr. where the separately collected green and
organic waste, will be treated (acrobically or anacrobically) 1o produce high quality compost to the used
in agriculture activities. The existing network of composting plants will be expanded to cover the whole
country.

e Waste treatment plants of total capacity of ~170.000 t/yr, where residual waste will be mechanically pre-
treated to recover additional recyclables and produce secondary fuel. while the organic fraction will be
treated (acrobically or anacrobically) in order to produce energy and/or be bio-stabilised.
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¢ Wasle disposal referring to sanitary landfilling of residues or mixed waste. The existing landfills in
Podgorica and Uleinj will be supplemented by an additional landfill serving the northern part of the
country. The total disposal needs will be ~205.000 t/yr

e The forescen investment costs of the proposed waste management infrastructure are ~ 130 million curos.

For waste management, the Plan has set the following strategic pillars:

e Pillar A: Policy, Legislation and Enforcement

«  Pillar B: Sustainable Financing

e Pillar C: Capacity Development

=  Pillar D: Sustainable Integrated Waste Management
e  Pillar E: Public Awareness / Consultation



SWOT ANALYSIS

ENVIRONMENT AND CLIMATE CHANGE

Strengths

Weaknesses

General Environment Sector

Preserved nature and environment due 1o low
population density and lack ol industrialization.
including a network of protecied arcas. high share
ol forests, natural rivers and lakes. With tourism as
an important economic activity. preserved nature
is seen as an cconomic asset

Large share of EU acquis is already transposed:
Montenegro is party to the relevant international
conventions. Most relevant policies and strategies
are in place and cooperation with IFIs is well
established

The basic institutional structure for environmental
management is established and working at the
national and local level

High level of flexibility of the Environment
Institutions due to the small size of the country
Adequate capacity of beneficiaries in using IPA
funds

Increasing number of qualified and experienced
staff of institutions in the sector

Poor coordination and communication belween
institutions  responsible for different aspects of
environmental policy sctting and implementation.
The level of implementation and enforcement of
the legislation and policies is low due to lack of
financial resources, low awareness and insufficient
institutional capacity.

Disparitics at the level of access to certain basic
services between rural and urban areas (sewerage
systems, waslte collection).

Low level of cooperation between governmental
and  non-governmental  sector  regarding
environmental issues.

Low level of domestic funding for environment
due to difficult cconomic situation,

Existing institutions, especially local authorities,
have insufficient capacity for dealing with all the
aspects of environmental management,

Weak implementation and enforcement of the
environmental legislation.

Low capacity for Environmental Monitoring and
Reporting,

Environmental awareness of the general public is
low.

Water Sub-Sector

Water is an abundant and high quality resource. | » Inefficient  water  management  structures,
especially in the central and northern part of the especially in smaller towns.
Country. = Iligh % of the surface and ground water in the
Low aggregate level of water pollution despite the country are “sensitive arcas™ within the meaning of
£5 Y g

absence of adequate waste water infrastructure and Directive 91/271/EC.
other anti-pollution measures. s Karstic zones 70%: Risk of contamination of
% of coverage of water supply network is nearly ground water by waste landfills,

L] g . -
100%. * Too high percentage of losses on water supply
Intensive  farming is  underdeveloped  in network.

g ;
comparison to thc‘ol‘d EU member states. resulting | o Water Quality incompliance is around 15%.
in low level of fertilizer use in larming in —
X i o = » Inadequate Tacilities for sludge treatment.

Montencgro, which positively aftects the food- _ o = . ]
St e I'lood prevention is poor despite increasing risk
: : < atlerns,
Strategic  Master  Plans  for  waste  walter l S . )
management  are  already  approved  and | * [Legislative :lIlg__tI‘l]‘I‘IL‘I‘Il not completed, despite the
implementation begun, progress made in the last years.
Montencgro has a significant project pipeline in | ® No Planning document available for water supply.
the area of waste water management and water | ®  Insufficient coordination in the Water Scctor
supply ready to be implemented. between the diflerent institutions involved.
All municipalities covered by operational water | Insullicient Financial Resources available for the
companies (VIKs). Investments required.
[nstitutions for water supply and waste water | »  Insulficient statistical data.
management with qualified employees | o Insufficient Monitoring networks.
established. s

; ) ) ) ) e Insufficient  and  out-dated  water  cycle
With the assistance  of the 1nlcr1}ah0na| management infrastructure.
organisations _Government allocated {inancial
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ENVIRONMENT AND CLIMATE CHANGE

resources lor the construction of the regional water

supply  system  for  Montenegrin - coastal
municipalities,
National  structures  already  established  in

MTLESDNRD to assist municipalitics in preparing
project documentation and tender dossicrs for
infrastructure projects which will be [inanced
through EU funds and other donors.

Administrative Capacity for all the stakeholders
mvolved i Water management needs to be
improved

Public awareness of reducing water consumption
is insufficient,

Waste Sub-Sector

Legal framework already in place transposing
main EU Directives.

Waste generated by industrial facilities is reduced.
Montenegro has an already developed project
pipeline in the arca of waste management.

EU Funds (IPA) and 1Fis loans already approved
and available.

MTESDNRD ready to assist municipalities in
preparing project documentation and tender
dossicrs for infrastructure projects which will be
financed through EU funds and other donors.

National Waste Management Plan 2015-2020

lailed implementation.

Insufficiently  developed systems for waste
collection (including scparate waste collection),
waste transportation and environmentally friendly
waslte treatment facilities.

Insufficient measures for waste minimisation, re-
use, recycling and recovery.

Low level of awareness of waste issue.

Large number of risky municipal landfills, illegal
dumpsites, past contaminations, micro-dumping
sites, due to solid waste uncontrolled discharge
practices and large arca of other intensively
polluted areas.

Low level of selective collection; insufficient
development ol wasle recycling and recovery
market,

Low alfordability, willingness of customers to pay
for waste management services.

Lack of reliable data concerning waste types and
quantities.

Insufficient undersianding and application of the
“polluter pays”™ and “producer responsibility™
principles.

Nature Protection and Climate Change

Unigque natural environment and rich biodiversity.
Relatively well preserved Environment,

Existence of a network of Natural Parks, most of
them with the potential to be NATURA 2000 areas
Service-based cconomy with a relatively small
number of CO2 pollutant industries in the Country,

L

Low level of alignment with Climate acquis.
Lack of capacities tor implementation of MRVA.
Low capacity for sctting up and
NATURA 2000 network in Montenegro.
No existing infrastructure for the adequate care of
injured or confiscated wild animals.

managing

oo

VIENT AND CLIMATE CHANGE =

Opportunities

Threats

General Environment Sector

EU accession process represents an opportunity by

providing. motivation for increasing  the
institutional  capacity. introduction of good
practices and funding.

Increase ol level of cooperation between

institutions and Non Governmental Organisations
(NGO)/Civil Socicty Organisations (CSO) could
lead to joint solutions for solving of environmental
issues.

Human Health and Tourist Industry can be affected
negatively by the pollution. especially in some
touristic resorts on the Coast.

Slowdown of the EU accession process due to
internal or external political reasons would take
away the drive for environmental improvement.
Lack of success in the institutional development
and coordination between institutions could lead to
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ENVIRONMENT AND CLIMATE CHANGE

Major improvements in environmental situation lack of implementation ol the EU acquis.
can be achieved by improving the environmental | o Unwillingness of the population to accept new
awareness ol the public. cnvironmental  practices  due  to  their  low
I=ducation and awareness rising of the population environmental awareness and inability to pay for
to ensure their involvement and active role in new services.
resolving environmental issucs. o Insufficient funds available for business and public
Accession of the country to the EU and utilization sectors  for  compliance  with  environmental
of EU resources (structural funds. expertise. legislation, related to amendments to the LU
advising, nctworks, ctc.) for solving problems environmental legislation. Not fulfilling EU and
related to environmental protection in the country. national legislation. Fines imposed by the EC.
Increase  of financial capacity for the | ® Negative public attitude towards the construction
implementation of environment projects due to ol waste water or municipal waste treatment
alternative financing of environmental protection facilities,
activities l[ll’()llg,h pﬂf[iCi]’)IiliOll ol Montenegro in | «  Epvironmental protcc{ion should be approached in
various global programmes/projects. a sustainable way which could impact economic
Potential for the inclusion of the business development.
community in environmental-protection efforts. « [Insufficient integration of environmental policy
Developing Public Private Partnerships. with other sector policies and their legislation,
Introduction of effective and contemporary | ®  Worldwide economic crisis.
techniques applied in relation to the environmental | «  Difficulties to sustain the investment costs of
sector in other countries, projects in the field of environmental infrastructure
Creation of new markets related to environmental especially by the small and medium municipalities.
services via internalisation in the market of | o Delayed project preparation and implementation of
negative and positive  externalitics, at  least projects may lead to loss of IPA funds: De-
partially. commitment of funds.
Possibilities to  boost innovative technology
solutions.
Obtain a certain degree of self-financing for
utilities projects through adequate development of
PPP potential.
Establishment of an Eco fund.
EU Funds (IPA) and IFls loans for the
infrastructure  projects and  environmental
protection already approved and available.
“Polluter pay™ principle may mobilise private
funding for improving the Quality of Environment
in Montenegro.

Water Sub-Sector
Blending different sources of finance (WBIF and | High cost/unaffordability to c¢nforce  Water
other donors) will mobilise additional resources legislation.
for Water Management. * During the operational stage of some projects, the
New technologies for Water Management will Municipalitics do not have resources to operate the
make the process more efficient and affordable. lacility and discharging polluters to  the
Law on Financing Water Management. together environment not efficiently using the facility.
with several implementing scts the conditions for
mobilising public and private resources for water
management.

Waste Sub-Sector
Once the National Waste Management Plan is | o Social contestation 1o some of the interventions
revised. Montenegro could attract Private Tunding foreseen under National Waste Management Plan.
['0( implementing costly  infrastructure projects | o Municipal disagreement on the location of Waste
using PPP. management infrastructure like Landfills,
Blending different sources of finance (WBIF and | o [jigh cost/unaffordability to enforce  Waste
other donors) will mobilise additional resources legislation.
for Waste Management.




ENVIRONMENT AND CLIMATE CHANGE

New technologies for Waste Management will
make the process more efficient and affordable
Opportunities for biogas production contributing
to climate mitigation targets,

During the operational stage of some projects, the
Municipalities do not have resources to operate the
facility and  discharging  polluters 10 the
environment not efficiently using the facility,

Nature Protection and Climate Change

The natural  resources  and  environmental
management provide an opportunity for green
cconomy and affirmation of Montenegro as an
ccological state. A well preserved Natural
Environment can be a driving force for
Montenegro’s economic development.
Employment opportunities in the field of Nature
Protection: i.c. management of protected areas,
wildlife monitoring, nature tourism guides, cte.

Severe weather condition in recent years prove that
Montencgro is greatly affected by floods and
droughts at the same time as a direct result of
climate change.

Droughts have also direct impact on the surlace
and underground water availability, especially
prominent in the central and southern region.
Gravel exploitation in some arcas has a very
distinct adverse impact on biodiversity.

Illegal hunting and fishing. as well as unplanned
harvesting of forest and other fruit.

Rich Biodiversity of the Country can be damaged
if not properly managed and protected.

Introduced invasive specics, in terrestrial and
marine ecosystems.

Excessive exploitation of forest resources.
Montenegro’s  vulnerability to  disasters on
different types., specially floods, heat waves,
drought and forest fires.

Increasing numbers of forestry fires.

The accelerated  development  of  tourism,
particularly on the coast and in Podgorica, can lead
1o the loss. degradation and [ragmentation of
particular natural sites, particularly coastal and
wetlands,




3 Overall Objective(s) and Specific Objective(s) of the Operational Programme

Overall objective:

The overall objective is to proteet, conserve and enhance the Montenegro's natural capital, and protect the
health and well-being of citizens from environment-related risks and impacts.

Based on the sector analysis carried out under Part 2, four Areas of Support have been identified for the OP.

Due to their impact on the Environment. the needs of investments and their relevance to EU dequis, three of the
Environment sub-scetors are considered individually as priorities for the OP, having as a consequence a dedicated
Arca of Support under Chapter 4.2, (Description of the Programme). addressing not only Capacity Building and
Acquis related activities, but as well additional interventions like physical infrastructure. These three Core Sub-
seclors are:

Arca of Support 1: Municipal Water Management

Arca of Support 2: Municipal Waste Management

Arca of Support 3: Nature Protection and adaptation to Climate Change

wd g —

However, the Environment Scctor includes other sub-sectors like Air Quality, Industrial Pollution, Chemicals,
Noise and Civil Protection, that will be addressed by this OP under a fourth Area of Support, both from the
perspective of environmental infrastructure and Capacity Building and Legal Harmonization. Furthermore, the
Opcrating Structure will require assistance for the OP successful implementation; all these activities will be
covered by the Area of Support number 4:

4. Area of Support 4. ~“Other Support for Environment Sector™.

These four areas of support shall contribute to the closing Benchmarks number 3, 4, 5 and 8, according to the
Action plan for the fulfilment of closing benchmarks in Chapter 27 — Environment and Climate Change.
Furthermore, the Operational Programme will provide funds for mecting the transition periods requested to the
European Commission as per EU Common position for Chapter 27; such as in the case of Directive 91/271/EEC
concerning urban waste-water treatment (UWWT Directive) in order to achieve good water status, until 31
December 2035.

=
I
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3.1. Coherence with the IPA 11 Programming Framework and with the specific policy instruments of
the enlargement process

The Operational Programme addresses specilic elements of policy instruments of the enlargement process. such

HEN

e The Economic and Investment Plan (EIP) for the Western Balkans and the Green Agenda
The OP interventions are coherent with the Economic and Investment Plan for the Western Balkans. which
aims to spur the long-term recovery of the region and a green and digital transition, fostering economic regional
cooperation and boosting economic growth, and support reforms required to move forward on the EU path,

Guidelines for the implementation of the Green Agenda for the Western Balkans include actions in five pillars.
These are (i) climate action. including decarbonisation, energy and mobility, (ii) circular economy. addressing in
particular waste. recyeling, sustainable production and efficient use of resources, (iii), biodiversity, aiming to
protect and restore the natural wealth of the region, (iv). fighting air, water and soil pollution and (iv) sustainable
food systems and rural areas,

e The conclusions of the meetings organised in the context of the Stabilisation and Association
Agreement

According to the Council conclusions on Enlargement and Stabilisation and Association Process approved by the
Council on 13 December 2022, the Green Agenda is “key to a sustainable and future-proof recovery, which will
benefit both businesses and the broader public”. The Council reiterates the crucial need to continue to tackle
climate change in line with the EU’s climate-related ambitions, to speed up alignment with EU acquis and
strengthen implementation in the transition to climate neutral, resilient, sustainable, circular and resource-efficient
economies.

e The recommendations of the Enlargement Package(s)
The OP’s interventions are relevant for implementation of EU enlargement policy, which outlines that important
work on alignment and preparation for the implementation of the EU acquis has taken place in most arcas and that
looking ahead, Montenegro should focus on further strengthening the administrative capacity for ensuring the
application of the EU acquis and also addresses key issues identified in EC Montenegro 2023 Report.

e  The negotiating framework, in particular chapters 27 and 22
The proposed interventions are aligned with the EU developments in the arca such as Green Deal and are relevant
in the context of the EU accession negotiations for Chapter 27, according to the Action Plan for the Fulfilment
of Closing Benchmarks in Chapter 27 - Environment and Climate Change. The OP will contribute to fulfil the
Closing Benchmarks number 3. 4, 5 and 8, defined in the EU Common position for Chapter 27.

Furthermore, the OP will require the establishment of structures and authorities for indirect management by the
IPA IIT beneficiary., according to Article 10 of Financial Framework Partnership Agreement; these structures are
to some extenl. similar to those required for implementing Cohesion Policy. In this regard. the OP’s
implementation will be a leaming by doing exercise, mirroring the implementation of Cohesion Policy Funds,
consequently contributing to build capacities for succeeding under Chapter 22 negotiations.

e  The Economic Reform Programmes (ERPs)
According to Montenegro Economic Reform Programme 2023-2025. one of the challenges in the further
development of the Montenegrin economy (sce ERP-Chapter 5.2, Challenge no. 1 Obstacles to the support of
grcen transition). concerns support for the green transition. primarily through environment protection and
mitigation and adaptation of the effects of climate change. with a special focus on Municipal Waste Management
and Waste Water Management.



4 Operational features of the programme

4.1. Interaction of the programme with 1IPA I annual action plans or measures and interventions from
other donors/International Financial Institutions

Action Document IPA 2016 (Capacity Building and Acquis related Activities for Sector Environment & Climate
Action) included Activity 3.2, “Support 10 project preparation {or environment and climate action scctors™. This
activity included:

s Identification. screening and selection of potential projects for financing, based on the Single Project
Pipeline methodology for project identification and sclection

e Programming documents for financing by national funds, IPA II. IFIs and/or other donors,

»  Support to project preparation and design.

Under this Activity a Service Contract was launched in order to assist Montenegrin administration in the
implementation of the Instrument for Pre-Accession Assistance (IPA) in the preparation of investment projects,
some of which can be financed by OP ENV.

Action Document IPA 2021 (EU acquis related activities for Environment and Climate Action policies in
Montenegro) foresees a specific Output 9.3. directly linked with OP ENV as a preparatory activity: Qutput 9.3.:
Support for [PA 11l Programming and Implementation: remaining Action documents prepared and implemented
for the period 2021-2027. This output will focus on IPA programming and support for tender dossier preparation.
- IPA 111 Programming: Preparation of the relevant programming documents for the Environment and
Climate Action Scctor in line with the dynamic and the approach agreed with the EC.
- IPA TII Implementation: Tender dossiers for IPA III projects will be prepared under this activity,
depending on the availability and reliability of documentation and studies prepared by the Beneficiary.

Action Document 2024 *Action Document for EU support for Green Agenda Capacity Building in Montenegro™
describes how [PA 111 will support Montenegro with preparatory activities for the future implementation of
Operational Programme 2024-2027 “Environment and Climate Change” by developing the project pipeline and
improving Administrative Capacities. The outcome of the AD 2024 is dircctly related to the OP Environment:

Outcome 1. Improved maturity of the Environment and Climate Change Project Pipeline. Rational:
project pipeline development will be key for increasing absorption capacity for the future OP ENV.

Coordination with relevant Interreg IPA programmes (Croatia-Bosnia and Herzegovina-Montencgro, South
Adriatic (Italy-Albania-Montencgro), IPA Adrion. Danube, EURO MED, URBACT, Interreg Europe) as well as
the two relevant macro-regional strategies for the Adriatic-lonian (EUSAIR) and Danube Regions through their
embedding processes will be ensured, This is particularly important as these programmes are the only ones equally
in shared management mode, which provides a unique opportunity for capacity building,.

Regarding the Western Balkans Investment Framework (WBIF), the OP ENV policy focus needs to be
articulated and coordinated with the WBIF. which is the most important implementing instrument of the Economic
and Investment Plan (EIP). A clear delineation of sectors between the WBIF and OP ENV has been made in the
Guidance for preparation and implementation of OPs prepared by DG NEAR. The proposed delincation leaves the
OP for National impact interventions while WBIF will focus on major projects with a potential regional impact.
This the case of the projects related to Waste Water and Water Supply System Improvement for Kolasin, Rozaje
and Mojkovac where WBIF is providing IPA support.

Regarding International Financial Institutions. as mentioned in chapter 2.4. donor coordination will contribute
to leverage [PA funds. increasing the impact ol EU grants. [PA grants will cover the investment amount not paid
back by tariff (i.c. funding gap for waste or water management projects). On the other hand, based on affordability
analysis. IFIs contribution may cover the investment amount which can be recovered via tariff.

The main IFIs active in Montenegro for Environment sector are:

e  European Investment Bank (E1B), has an important leverage capacity Tor 1PA funds as has been the
case of Bijelo Polje Wastewater Treatment Plant or Niksic Wastewater Management System.
s KfW: In the field of water supply and waste water management, the KfW has supported infrastructure
development for Montenegrin coastal communities (Bar, Herceg Novi, Kotor, Tivat and Ulcinj) and in
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Podgorica since 2001, Continuation ol work on the construction of the Eco-cftficient building in Podgorica

Other donors:

e Bilateral cooperation with the Republic of Italy for the construction of an eco-efficient building
dedicated 1o MTESDNRD s headquarters. with a donation of EUR 7.624 million,

Cooperation with the Global Environment Facility (GEI):

e GLEF 7 program cycle: Project "Integrating biodiversity into sectoral policies and practices and
strengthening the protection of critical points of biodiversity in Montenegro”. GEF donation: USD

3.278.995.
e GEF 8 program cycle:For this program cycle. the estimated allocation for Montencgro is USD 6.29
million.

s Finally, cooperation with UNDP will reinforce the OP ENV's achicvements in the fields of biodiversity,
climate change, land degradation and circular economy (with special reference to selective waste
collection).

4.2. Description of the programme

4.2.1. Intervention Logic

The overall objective is to protect, conserve and enhance the Montenegro's natural capital, and protect the
health and well-being of citizens from environment-related risks and impacts.

The underlying intervention logic for this Operational Programme is that:

IF Montenegro implements successfully the Operational Programme 2024-2027 “Environment and Climate
Change”, delivering capacity building and environmental infrastructure compliant with the EU Acquis for Chapter
27, THEN the Country will progress on the Accession Negotiations for Chapter 27 BECAUSE this Operational
Programme will contribute to succeed in achieving closing Benchmarks number 3 (i.e. measures for separate
collection of Waste), number 4 (i.c. measures related to water management and those related to transition period
for Dircctive 91/271/EEC Urban Waste Water), number 5 (i.e. measures for managing Natura 2000 network), and
number 8 (i.e. measures for Capacity Building), AND Montenegro will be better prepared for implementing
Cohesion Policy upon accession BECAUSE IPA will be a lecamning by doing exercise, mirroring the
implementation of European Structural and Investment Funds,

The Chart below represents the OP strategy for the Environment and Climate Change Sector:
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OP Environment

Outcome 1.1. Improved Qutcome 2.1. Improved
Management of Municipal Management of Municipal
Water Waste

Outcome 3.1. Improved Qutcome 4.1. Improved

manl Management of Nature Capacity for
Protection Environmental
Management (Horizontal}

QOutcome 3.2. Improved
adaptation to Climate
Change

Area of Support 1: Municipal Water Management:
The Outcome of this action in the Area of Support 1: Municipal Water Management is:
= Quicome 1.1, Improved Management of Municipal Water

The Typology of Outputs to be delivered by this action in the Area of support 1, contributing to QOutcome 1.1.
“Improved Management of Municipal Water”, are:

1.1.1. Typology of Ouiputs related to Water Supply:
o Wells and water catchments rehabilitated
s Water storage reservoirs constructed or rehabilitated
e Water supply nctwork constructed or rehabilitated

1.1.2. Typology of Outputs related to Waste Water management:
*  Waste Water Treatment Plants constructed
e Main collectors for sewage water constructed
s Sewage waler secondary networks constructed or rehabilitated

1.1.3. Typology of Owpnats related 1o Capacity Building for Municipal Water Management:
*  StalT trained and coached
= Lcgislation drafted according to EU Acguis
e Strategics Prepared (i.c. lor water supply)
e Equipment supplicd for Water Management and Monitoring

The underlying intervention logic for this Area of Support number 1 is that;
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IIF Montenegro improves inlrastructure for municipal water management according to National Strategics and
according to the Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 AND increases the
capacity for water cycle management at all levels (Central Government and Municipalities). THEN the Country
will progress on the achievement of closing Benchmark number 4 (i.c. measures related to water management
and those related to transition period for Directive 91/271/EEC Urban Waste Water). PROVIDED THAT the
mstitutions involved in this Area of Support will contribute, with a full commitment at decision-making level to

implement the EU Adequis for Water Management,

 Typology of
| Outputs
ontributing to

T2, = T_-y'i;I_og.y-o_f_ QOutputs related to Waste Water man:lgelrlicn o
 Areaof Support
1 Municipal
Water = [ERSEsss
Management

Waste Water Treatment Plants constructed
Main collectors for sewage water constructed
Sewage water secondary networks constructed or rehabilitated

uilding for Municipal

Area of Support 2: Municipal Waste Management:

The Outcome of this action in the Area of Support 2: Municipal Waste Management is:
e Qutcome 2.1. Improved management of Municipal Waste

The Typology of Outputs to be delivered by this action in the Area of support 2, contributing to Outcome 2.1.
“Improved management of Municipal Waste™ are:

241 Typology of Outputs related to infrastructure for Municipal Waste Management:
e  Containers for separate collection of waste streams provided and functional
e Collection vehicles provided and functional
e Materials Recovery Facilities (MRFs) constructed
e Composting plants construcied
s Recyceling Yards constructed
e Transfer facilities constructed
*  Dumpsites rehabilitated

2.1.2. Typology of Ouiputs related to Capacity Building for Municipal 1Waste Management.
StafT trained and coached
e Legislation drafted according to EU Acquis
e  Strategics Prepared (i.c. for Municipal Waste Management Plans)
o  Equipment supplied for Waste Management and Monitoring
e Public awareness campaigns
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The underlving intervention logic for this Area of Support number 2 is that:

IIF Montenegro improves infrastructure for municipal waste management according to National Strategies and
according to the Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 AND increases the
capacity for waste cycle management at all levels (Central Government and Municipalities). TIHEN the Country
will progress on the achicvement of closing Benchmark number 3 (i.c. measures related to waste management)
PROVIDED THAT the institutions involved in IPA management will contribute, with a full commitment and
support at decision-making level to implement the new Waste Management Plan to be adopted by Montenegro
including a clear definition of catchment areas.

TYPOLOGY OUTRUTS

" Area of Support 2:
& Municipal Waste
Managenient

2.2.2.  Typology of Outputs related to Capacity Building for
Municipal Waste Management:

s Staff trained and coached

s Legislation drafted according to EU Acguis

»  Strategies Prepared (i.c. for Municipal Waste Management Plans)
»  Equipment supplied for Waste Management and Monitoring

e  Public awarcness campaigns

Area of Support 3: Nature Protection and Climate Change:
The Qutcomes of this action in the Arca of Support 3: Nature Protection and Climate Change are:

e Qutcome 3.1. Improved management of Nature Protection
e Outcome 3.2. Improved adaptation to Climate Change

The Typology of Outputs to be delivered by this action in the Area of support 3 contributing to the corresponding
Specific Objectives (Outcomes) are:

3.4.4 Tepology of Outprus coniributing to Owtcome 3.1, Improved management of Nature Protection:
s  CITES Convention Center constructed
¢ National/Natural Parks visitors Centers refurbished
e Natura 2000: Bird walching cabins installed
e Natura 2000: Improved Infrastructure (info boards, fences, visitor centres, benches, rubbish bins)
s Reconstruction of saltworks (including cnergy efficiency measures for pumping stations) and visitor
infrastructure in Ulcinj Salina Nature Park according to the chapter 27 action plan
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3.2.1 Tyvpologies of outputs contribuiing to Outcome 3.2: Improved adapration to Climate Change:
e Flood risk reduced by interventions at river basin level that will prioritise vulnerable arcas.

The underlying intervention logic for this Area of Support number 3 is that:

IF Montenegro improves infrastructure for Nature Protection according to National Strategices and according 1o
the Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 AND IF Montenegro continues its
alignment with the vequis on Climate Change, THEN the Country will progress on the achievement of Closing
Benchmarks number 5 (i.c. measures related to Nature Protection and management ol Natura 2000 network)
PROVIDED THAT Montenegro:

o Continues with its efforts to sct up Nature 2000 network and will provide effective
protection to natural spots like Uleijn Salina.
Implements effectively the National Strategy for Climate Change by 2030.

*  Adopts a National Strategy for Climate Change adaptation.
Adopts a Low Carbon Strategy.

=  Fulfils its obligations at international level for Clime.

“Areaof
ESupport 3:
“Nature
#Protection

fand Climate
" Change

mcluding e
Lr-_w%ﬂ‘-g:’c’

tructure in

ate Change:

Typology of
Outputs
contributing to & Flood risk reduced by interventions at river basin level that will prioritise
Outcome 3.2. vulnerable areas.

Improved
adaptation to
Climate
Change

Area of Support 4: Other Support for Environment Sector:
The Outcome of this action in the Arca of Support 4: Other Support for Environment Sector is;
= Outcome 4.1. Improved Capacity for Environmental Management (Horizontal)
The Typology of Outputs to be delivered by this action in the Area of support 4 are:
4.1.1. Typology of Ouipnas related to improving Environmental Planning:
= Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 revised
»  Cost of alignment and the needs in terms of Institutional Capacity prepared

+  Completion of strategic planning. by preparing missing sub-sector implementation plans.
= Strategies Prepared (i.e. for any ol the sub-sectors except water and waste)
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4.1.2. Typology of Owpuas related 1o Support and Capacite Building for implenenting Environmental Acquis:

+  Lnvironmental technical standards and guidelines for Environment & Climate Change Sector prepared
«  Stall trained and coached

«  Legislation drafied according to EU Aeqguis

«  New Area researched for Birds and Habitat Directives

*  Equipment supplied for environment Management and Monitoring

+  Public awareness campaigns carried out

4.1.3. Tvpology of Outputs related 1o Civil Protection:

+  Equipment for Medium Urban Search and Rescue (MUSAR), allowing at least 3 Teams to be certified
according to International Search and Rescue Advisory Group (INSARAG) standards delivered and fully
functional.

4.1.4. Typology of Owtputs related to supporting the Operating Structure for OP Management;

+  Staff of the Structure trained and coached for OP management

+  Management and Information System (MIS) for the OP monitoring fully functional.

+  Managing Authority supported to carry out its functions according to Annex A of the Financial
Framework Partnership Agrecement,

» Intermediate Body for Financial Management (IBFM) supported to carry out its functions according to
Annex A of the Financial Framework Partnership Agreement.

The underlying intervention logic for this Area of Support number 4 is that:

. IF Montenegro increases the capacity for environmental Management (horizontal for all sub-sectors
except water and waste alrcady covered) and OP Management, THEN the Country will progress on the
achievement of Clesing Benchmark number 8 (i.e. measures related to the capacity of the
administrative bodies at all levels) PROVIDED THAT:

¢ The Government of Montenegro committed to the EU integration process;

s  Full commitment and support at decision-making level within the institutions involved in
the management of IPA is ensured

» Lffective cooperation among the beneficiaries, line Ministries, municipalities and other
Public Bodies/Agencies/Non Governmental Organisations/Civil Society Organisations;

»  Operating Structure for OP Implementation Accredited

= Roles and responsibilities for Managing Authority, Intermediate Bodies (for Policy
Management and Financial management) and Beneficiaries well designed and fully
functional.

4.1.1. Typology of Outputs related to improving Environmental Planning:

Outputs : :

contributing to + Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 revised

Outcome 4.1. = Cost of alignment and the needs in terms of Institutional Capacity prepared

Improved » Completion of strategic planning, by preparing missing  sub-sector

Capacity for implementation plans.

Environmental + Strategies Prepared (i.e. for any of the sub-sectors except water and waste)

Management 2

(Horizental):  4,1.2. Typology of Outputs related to Support and Capacity Building for
implementing Environmental Acquis:

* Environmental technical standards and guidelines for Environment &

Climate Change Scctor prepared
+  Statf trained and coached
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«  Legislation dralted according o EU Acquis, taking into account also
new/updated EU acquis during the implementation period

*  New Area rescarched for Birds and Habitat Directives

+  Equipment supplied tor environment Management and Monitoring

» Projects veady for implementation

«  Public awareness campaigns carried out

4.1.3. Typology of Qutputs related to Civil Protection:
*  Equipment for Medium Urban Secarch and Rescue (MUSAR), allowing at

least 3 Teams to be certified according to International Search and Rescue
Advisory Group (INSARAG) standards delivered and fully functional.

. 4.1.4. Typology of Outputs related to supporting the Operating Structure for OP
~ Management:
i = Staff of the Operating Structure trained and coached for OP management
* Managing Authority supported to carry out its functions according to Anncx
A of the Financial Framework Partnership Agreement.
+  Management and Information System (MIS) for the OP monitoring fully
functional,
* Intermediate Body for Financial Management (IBFM) supported to carry out
its functions according to Annex A of the Financial Framework Partnership
Agreement.
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4.2.2  Detailed deseription of each area of support
Area of Support 1: Municipal Water Management
Ratjonale

Despite Montenegro is at an advance stage in the legislative alignment and the implementation process. in the case
of the Drinking Water Directive, new investments are necessary in order to guarantee a proper water distribution
system. Water consumption levels are 100 high, especially during the summer when water resources are limited.
This water shortage is exacerbated by the poor condition of the water distribution network. which loses about half
of the drinking water before it reaches the consumer — over 90 per cent of houscholds have access to tapped water,

Wastewater discharges to the water bodices is another serious and overlooked problem. In almost all municipalities.
wastewater either drains into rivers or infiltrates into the ground. Montenegro’s existing wastewater infrastructure
is very limited. Sewerage and Wastewater Strategic Master Plans, one for Central and Northern Regions and
another for the Coastal Arca and Cetinje recommend a very ambitious investment programme to achieve the
objective of appropriate sanitation for all areas by the year 2029. This programme still remains valid, as many of
the required investments have not been carried out,

Major efforts will be needed during the IPA implementation process across the entire scctor. Large scale
investments will be required, notably related to the construction or modernisation of the urban waste water
collection and treatment systems, as the introduction of new technologics of water treatment and supply, and the
universal access to safe water, with priority for vulnerable communities.

Applicable EU legislation:

Water quality remains an issuc of concern for Montenegro. Significant cfforts are needed to align water legislation
with the ¢gequis and to implement it. Monitoring networks are insufficient, as is the administrative capacity for
Water Cycle Management,

It is necessary to build the necessary administrative capacity, including the enforcement system, expertise and
institutional coordination. Without substantial additional efforts, better planning and increased resources it may be
difficult to achieve a sutficient level of alignment in the medivm term.

For this Activity, there are two key EU Directives that will guide the main efforts in terms of Capacity Building
and Acquis Related Activitics:

e  Council Directive 2000/60/EC laying down the framework for community activities related to waler -
Water Framework Directive (WID)
e Council Directive 91/271/EEC for urban waste water treatment.

Acquis related and Capacity Building Activities of the OP will provide support to the interventions proposed in
the “Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 - Environment and Climate Change™.

Quicomes

" Qutcome 1.1. «Improved Management of Municipal Water
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TYPOLOGY OUTPUTS,

I L Tapology of Outputs related to Water

Supply:

*  Wells and warer catchments rehatilitated

o Water st peservorrs constructed o
rehatnbiated

«  Water supply network constructad or
rehahihiated

OUTPUT INDICATORS

Area of Sepport 1: Municipal Water Management.

Length (kmsj of new or
uperaded ppes for the
distribution sy <tems of
publec water supply {Ind
31T

ACTIVITIES

improvement of water supply system by rehabditaton of wells
and water carchments, replacement of storage reservons and
expansion and rehabilnation of water supply network,
Copnection of warer supply infrastroctune for all cizens,
inchading vulnerable Roma sordements

Propect preparation tncluding feasibaliny studies, CBA, EIA,
detaled desien, techneal speafications amd tender dossiers)

and project management (works supervision, guality control,
€ic)

1 1.2 Typology of Outputs related 1o Wasie -
Water management,

*  Wasie Water Treatment Plants constructed |
= Main collectors for sewage water

Construction of Waste Water Treatment Plants, imcluding Main
callectors for sewaze water to comply with the Urban Waste

; Water Frmework Directive.

= Lenyth (hmsjof new or *  Renovation and/or extension of sewage water secondary

upgraded pipes for the

constructed public network for networks within the cities
*  Sewage water secondary networks *  Project tincluding leasibality studies, CBA, EIA
da TPy e e ject prep cluding v studies, CBA, EIA,
constructed or rehabilitated Ond, 3_‘:;‘4}“” Faila detailed desin, technicl specif e et )
: - and project management {(works supenasion, quality control,
elg)
113 Typology of Outputs related 1o Capacity = Completion of i pl 1 missing sub-

I wic planning, by prey
sector implementation plans for Water Management.
*  Capacity bulding at natenal and tocal levels for
il and enf tol Water Manas
Tegislanon. Capacity Buildmg activaties wall include. Tramimg
and coaching, Technical Assistance for supporting the
implementation, improsing Water Monitonng systems, efe.

Building for Mumcipal Water Management:

o Stall tramed and coached

4+ Legslation dinfted according to EU Acquis
e Strategies Prepared (i.e. for water supply)
" Equi lied for Water M

+  Number of Strategics
Prepared
= Number of StafT ranad

PP

and !;Ionitolimg

Types of activities and outputs

Activities linked to Outcome: 1.1, Improved management of Municipal Water

Description of eligible activitics including major projects:

L1 Activities related to Water Supply:

Improvement of water supply system by rehabilitation of wells and water catchments, replacement of
storage reservoirs and expansion and rehabilitation of water supply network;

Connection of water supply infrastructure for all citizens, including vulnerable Roma settlements.
Project preparation (including feasibility studies, CBA, EIA, detailed design, technical specifications and
tender dossiers) and project management (works supervision, quality control, cic.).

1.1.2. Activities related to Waste Water Management:

Construction of Waste Water Treatment Plants, including Main collectors for sewage walter to comply
with the Urban Waste Water Framework Directive;

Renovation and/or extension of sewage water secondary networks within the cities.

Project preparation (including feasibility studies, CBA, EIA, detailed design, technical specifications and
tender dossiers) and project management (works supervision, quality control, ¢te.).

{.1.3. Activities related to Capacity Building for Municipal Water Management:

Completion of strategic planning, by preparing missing sub-sector implementation plans for Water
Management.

Capacity building at national and local levels for implementation and enforcement of Water Management
legislation. Capacity Building activities will include: Training and coaching. Technical Assistance for
supporting the implementation, improving Water Monitoring systems. elc.

Tvpologies ol oulputs contributing to Outcome 1.1:

The Typology of Outputs to be delivered by this action in the Arca of support 1 arc:

111 Typology of Outputs related to Water Supply:

Wells and water catchments rehabilitated
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e Water storage reservoirs constructed or rehabilitated
¢ Water supply network constructed or rehabilitated

1.2 Tvpology of Owipiis related o Waste Water management:
e Waste Water Treatment Plants constructed
s Main collectors for sewage water constructed
s Scwage water secondary networks constructed or rehabilitated

1.1.3. Typology of Owputs related to Capacity Building for Municipal Water Management:
*  Stall trained and coached
e Legislation drafted according to EU Adcquis
s Strategies Prepared (i.e. for water supply)
*  Equipment supplied for Water Management and Monitoring

Delivery methods:

Twinning, Public Procurement of Works, Services and Supplies contracts under Indirect Management by [PA
Beneficiary

End recipients and target sroups:

¢ End recipients: Municipalities in charge of the water management infrastructure

Conditions:
= Master Plans for Urban Wastewater Measures and DSIP for UWWTD enforced

¢ Clear institutional and legal Framework for attracting other sources of finance, namely 1FIs and Public -
Private Partnership

Targets and indicators

Table: Impact/Outcome/Output indicators for Outcome 1.1 Improved management of Municipal Water
Baseline

Indicators year

2023

Source of
verification

EPA State of the
Environment Report

Compliance level with the UWWTD: % of the total generated

3 i E 30) ()ﬂ
load receiving biological treatment (Article 4) 237 A

e s e “Outcome Ing
Number of people benefiting from an improved urban water
supply service supported by the investment

Equivalent population benefiting from an improved waste water
management service supported by the investment, according to - 20,000 OP Progress Report
Council Directive 91/271/EEC

- 47,150 OP Progress Report

A

Length (Kms) of new or upgraded pipes for the distribution i 10 OP Progress Report
svstems of public water supply (Ind. 3.1.7.3)

Length (Kms) of new or upgraded pipes for the public network . < OP Progress Repornt
for collection of waste water (Ind. 3.1.7.4) N .
Number of Strategies Prepared - | OP Progress Repont
Number of Staff trained - 250 OP Progress Repont

Area of Support 2: Municipal Waste Management

Rationale

Current Waste Management in Montenegro relies heavily on landfill disposal. being unsustainable and
incompatible with Buropean Directives and adopted national legislation. Montenegro is facing considerable
problems with managing all the types of waste. Current system of waste collection and disposal is such that it does
not provide for waste separation and separate treatment of different types of waste, while in principle the disposal
of non-hazardous industrial. municipal and hazardous wastes alike does not meet the desired environmental
standards.
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As lor municipal waste. the percentage of population covered by the organized svstem ol waste collection is rather
low and unsausfactory. An integrated solid waste management system has to be developed according 1o National
Waste Management Plan of Montenegro 2015-2020: this will make use of a range of options. including waste
minimization. reeyeling, composting. landfill disposal and incineration.

Waste management interventions financed under this OP must contribute 1o:

e Sclf-sufficiency in waste management:

e New regional landfills in line with EU standards:

e Integral system in waste handling;

o Decrecase of waste quantity:

*  Decrease of quantity of waste which 1s discharged on landfills by primary scparation of waste that can be
re-used;

e Decrease of negative influence of waste on the environment;

s Management of waste on the principles of sustainable development:

Due to limitation of funds, efforts will be concentrated on the minimization of urban solid waste, recycling
and separate collection. Before any decision on building new landfills is taken. attention should be paid to
increasing efforts towards waste minimisation through waste prevention, separate collection and recycling.
Such measures are considerably cheaper than building new heavy infrastructure; they also give effect to the
objectives of the European waste hierarchy and the European waste management policy.

The implementation of the separate collection system for specific waste streams will require not only physical
infrastructure but as well setting up the awareness raising campaigns. To foster activities related to separate
collection system, the MTESDNRD in 2017 prepared Model Municipal Regulation for separate collection of
municipal waste. Several municipalities, pursued to this Model. have already started preparation of its regulations.
Still, there will be need of the future support for the implementation of these regulations.

Applicable EU legislation:

Montenegro has achieved a good level of legislative alignment with directives on Waste Framework, Landfills,
WEEE, Packaging Waste, End-of-Life Vehicles, PCB/PCT, and Sewage Sludge. However, implementation
remains at an ecarly stage and in most cases no reliable planning of implementing measures and foreseen
investments exists. Major efforts are needed in the implementation process of the wcquis across the entire sector.
Implementation will require not only large-scale investments, but further strengthening of the administrative
capacity at national and local level; administrative capacities in the waste sub-scctor at central, and especially local
level, have not been developed sufficiently to undertake full implementation of the legislation, despite a high level
of transposition has been achieved.

Acquis related and Capacity Building Activities of the OP will provide support to some of the interventions
proposed in the “Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 - Environment and

Climate Change’.

Qutcomes

Qutcome 2.1 L +Improved Management of Municipal Waste
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Area of Scpport 2: Municipal Waste Management.

T Typelogy of Cutputs related 1o MNumicipal e Investments m Infrastructore Tor Mumcipal Selnl Waste Management,
Waste management: Constretion and establishment of collection systems and separation
s Number of new methinls mncluding:
s Contamers for sepanate collection of waste containers for : ¢ Setung up scparate collecnion includmg separate collection of
streams provided and functional sepayal callection Henld Nrcamss
« Collestion vehicles provided and functional of recyclable o Development of 'I.'c collection services: provision of callection
g wasle vehiches (eoimpaction trucks), contmners, bin clesning vehicles,
= Mawcnals Recovery Faohiones (MRFs) «  Numberof e,
constructed compaction trucks o Improvement of waste mmagement [aalifies  including
= Composting plants constructed far separate construction  of  Matenals  Recovery  Faalities  (MRFs),
o Recycling yands constructed collection Composting Planis, Waste Treatment Plants or Civie Amemity
« Transfer facilities constructed +  Numberofnew Centevsifedyclng Yardey
= = Civic Amenity @ Dc\'tlupmcnll of transfer facilities such ns the construchion of
+  Dumpsites rehatiliated Contars i transferftransit (hulk) station, provision of vehicles,
(Recyching Yards) »  Rehabilitanon of dumpsites,

s Preparation of technical documentation (FS, CBA, EIAs etc) to proceed
with funther investments .

1 21.2 Typology of Outputs related 10 Capacuy *  Improvement of waste i swstem by introducing 35ser

1 Bulding for Mumoipal Waste management. mansgement praciices which allow evidence-based beth decision-makmg
and prionti of il i
*  Staff tramed and coached «  Number of +  Completion of strategic planning, by prepanng nussing sub-sevtor

| *  Legislation drafted according to EU Acquis Strategics implementation plans for Waste Management
+  Strategres Prepared (1o for Municipal Prepared +  Streagtheming the capacities at natronal and local levels for
implementation and enforcement of Waste Manogement legislation,

F“,’L Mmsm:m: Fiaan) iF 2 :r:;:::« SISO including Waste Monitoring. Specific Technical Assistance wall be
- bt 1 for Waste required for setting up an Integrated Waste Management Sy stem and
and Monitoring +  Number of people supporting the process far establishing a separate collection system
+  Public awareness campaiygns reached with EU- Capacity Butlding activities wall include: Training and coaching,
funded awareness Technical Assistance for supporting the impl ion, improving
raising campaigns Waste Monitoring systems

*  Public Awareness campagns, meluding i schools, for reducng wasie
production and promotng separate collection and recy el

Types of activities and outputs

Activities linked to Outcome: 2.1. Improved management of Municipal Waste

Description of cligible activities including major projects:

2.1.1. Activities related to infrastructure for Municipal Waste Management:

Investments in Infrastructure for Municipal Solid Waste Management: Construction and establishment of
collection systems and separation methods including:

©  Setting up separate collection including separate collection of waste sireams;

o Development of the collection services: provision of collection vehicles (compaction trucks),
containers, bin cleaning vehicles, etc;

o Improvement of waste management facilities including construction of Materials Recovery
Facilities (MRFs), Composting Plants, Waste Treatment Plants or Civic Amenity Cenlers
(Recycling Yards);

o Development of transfer facilities such as the construction of transfer/transit (bulk) station,
provision of vehicles;

Rehabilitation of dumpsites;
Preparation of technical documentation (FS, CBA, ElAs elc) to proceed with further investments.,

2.1.2. dctivities related to Capacity Builiding for Municipal Waste Management:

Improvement ol waste management system by introducing assel management practices which allow

evidence-based both decision-making and prioritization of infrastructure investments,

Completion of strategic planning, by preparing missing sub-sector implementation plans for Wasie
g & g £ I

Management.

Strengthening the capacities at national and local levels for implementation and enforcement of Waste

Management legislation, including Waste Monitoring. Specific Technical Assistance will be required for

setting up an Integrated Waste Management System and supporting the process lor establishing a separate

collection system. Capacity Building activities will include: Training and coaching. Technical Assistance

for supporting the implementation, improving Waste Monitoring systems.

Public Awareness campaigns including in schools for reducing waste production and promoting separate

collection and recycling.
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The Typology of Outputs to be delivered by this action in the Area of support 2 are:

211, Tvpology of Owipuus related o infrastructire for Municipal WWaste Management:
»  Containers for separate collection of waste streams provided and functional:
e Collection vehicles provided and lunctional:
=  Materials Recovery Facilities (MRFESs) constructed:
*  Composting plants constructed:
s Receycling yards constructed:
e Transfer facilities constructed;
e Dumpsites rehabilitated.

2.1.2. Typology of Outputs related to Capacity Building for Municipal Waste Management:
s  Staff trained and coached;
e Lcgislation drafted according to LU Aequis,
e  Strategies Prepared (i.c. for Municipal Waste Management Plans);
e  Equipment supplied for Waste Management and Monitoring;
«  Public awareness campaigns.

Delivery methods:

Twinning, Public Procurement of Works, Services and Supplics contracts under Indirect Management by IPA
Beneficiary

End recipients and target groups:

* End recipients: Municipalities in charge of the wasle management infrastructure

Conditions;

*  Montencgro decides on its waste management system by approving the new National Waste Management
Plan with clear catchment areas

s New Law on Wasle Management adopted by the Government

e Clear institutional and legal Framework for attracting other sources of finance, namely IFIs and Public -
Private Partnership

Targets and indicators

Table: Impact/Outcome/Output indicators for Outcome 2.1 Improved management of Municipal Waste
| Baseline Final target |

Indicators | year 2030 | Source of veiﬁcation

Separately collected waste in Montenegro 20.9%, 0% ”)\ Bkl o
L L Environment Report

Number of people benefitting from an improved urban I OP Progress Report

waste collection and disposal service supported by the - 2001000

investment |

Number of new containers for separate collection of i 1600 OP Progress Report

recyvelable waste '

Number of compaction trucks for separate collection - 15 OP Progress Report

Number of new Civic Amenity Centers (Recycling Yards) - 5 OP Progress Report

Number of Strategies Prepared - | OP Progress Report

Number of Staff trained - 30 OP Progress Report

Number of people reached with EU-funded awarceness . 300,000 OP Progress Repont

riising campaigns
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Area of Support 3: Nature Protection and Climate Change

Rationale

Nuature Protection:

The challenges related to the field of nature protection are associated with limited human resources capacity
at the national and local level in government institutions in terms of the number of officials and experts who
deal with certain specific topics. This mostly relates to the expertise and the scientific-research work for the certain
taxonomic categories and the application of the specific methodologies and collection of data in accordance to the
standards of NATURA 2000, In that context, it will be necessary to get expertise assistance [rom EU Member
states. Furthermore, a significant challenge is securing sufficient amount of financial resources that will follow up
the implementation of activities according to the planned dynamics. Regarding the identification of potential
Nature 2000 areas, during 2022 an additional 12% of the land territory of Montenegro was mapped, being planned
to reach up to 47% of the total in 2023. Data collection with the aim of identifying potential Natura 2000 will
continue during 2023, as the required funds have been allocated under the state budget for the continuation of
research, both on land and in the marine environment.

In this regard, the OP’s priority for Nature Protection will be to contribute to the implementation of the
National Biodiversity Strategy, assist in preparation for the implementation of NATURA 2000 Network
system and fulfil with the obligations arising from international conventions.

Natura 2000 is a prerequisite for Montenegro’s accession to the European Union and one of the basic mechanisms
of nature protection in the EU. The legal grounds of the protection system represent Habitats and the Birds
Directive. The obligation of the Natura 2000 network is defined with the opening benchmark for Chapter 27.

Montenegro has received a closing benchmark in this ficld, which refers to the submission of the list of proposed
Natura 2000 sites to the European Commission, which sufficiently covers habitat types and species in accordance
with the requirements of the Birds and the Habitats Dircetive. With this closing benchmark, Montencgro is
expected to demonstrate its capacity to manage the Natura 2000 network and the eftective implementation of the
necessary conservation measures that lead to improved conservation status including the Uleinj Salina.

It is necessary to establish and strengthen institutional capacities and coordination for the efficient implementation
of the European system in the field of nature protection, in order to achieve national goals harmonized with the
EU policy.

When it comes to institutional organisation, competence, and capacities available for efficient transposition of the
EU legislation and the implementation of national legislation concerning nature protection, the EU stresses the
importance of further development of administrative capacity, especially on regional and local levels, and the need
for further development of coordination mechanisms and continuous improvement of cooperation among the
various administrative bodies involved in the implementation and application of the EU aequis in this respective
field. In this regard, the EU urges Montenegro to submit the Action plan addressing this issue.

Success in implementation of the EU acquis in the field of nature protection largely depends on mutual cooperation
between the environment protection sector and other relevant sectors (spatial planning, agriculture, rural
development, forestry, hunting, etc.). Therefore, the challenge may also be the compatibility of the planning and
integration of nature protection measures in other sectoral plans and policies.  The main tools used for
mainstreaming biodiversity in other sectorial strategies, policies and plans so far arc impacts assessments — both
at the level of strategies and plans (Strategic Environmental Assessments or SEA) and on project level
(Environmental lmpact Assessment or EIA).

Climate Change:

Climate Action adaptation:

69



Projected changes in the temperature and the precipitation regime of Montenegro. will inevitably affect various
natural and social svstems which are exposed to them.

The Third Natonal Communication on Climate Action analyses the state of the Montencgrin climate and the
mmpact of its changes into 6 different categories as follows:

1.
i

7.

waler resources {e.g. river [loods):

forestry (e.g. development of different pests and discases due to increases in temperature and reduction
in the amount of precipitation. index ol distribution of forest tree types):

agriculture (e.g. productivity of plants due o temperature increase) and livestock breeding (e.g.
productivity of Livestock due to temperature increase);

Sea ccosystems and fisherics.

Coast and the coastal region (e.g. increase in the sea surface temperature, rising sca level);

Human health (e.g. more frequent heat waves. Hoods, respiratory tract allergies caused by pollen
particularly in children, more frequent cardiac arrests and strokes during periods of low air pressure, large
fluctuations of temperatures and sultry days).

Urban areas (heal waves, rain waves, atmospheric pollution, ete).

Adaptation measures are recommended lor any of the above mentioned sectors. However, for this OP, the first
category of “water resources” is especially relevant, due to the high risk of floods in the country.

Applicable EU legislation:

Birds Directive (Directive 79/409/EEC) amended by Directive 2009/147/EC

Habitats Directive (Council Directive 92/43/E1EC)

Dircctive 83/129/EEC importation of skins of certain seal pups and products derived thercfrom
Regulation (I2C) No. 1007/2009 on trade in seal products

Council Regulation (EEC) No. 3254/91 prohibiting the use of leghold traps.

Marine Strategy Framework Directive (MSFD, 2008/56/EC)

Regulation (EU) 2021/1119 establishing the framework for achieving climate neutrality and amending
Regulations (EC) No 401/2009 and (IEU) 2018/1999 (*European Climate Law™);

Implementing Regulation (EU) 2020/1208 on structure, format, submission processes and review of
information in line with Regulation (EU) 2018/1999.

Regulation (EU) 2018/842 on the reduction of greenhouse gas emissions in the sectors of industrial
processes and product use.

Directive 2008/50/EC ambient air quality and cleaner air for Europe, until 31 December 2027;

Directive 2010/75/EU (Industrial Emissions Directive), until 1 January 2030;

QOutcomes

Outcome 3.1 2 ; +Improved management of Nature Protection

Outcome3.2 «Improved adaptation to Climate Change
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311 Typology of Outputs contributing to

Qutcome 3.1. Improved management of Nature

! Protection:

=  CITES Convention Center constructed

+  National/Natural Parks sisitars Centers
refurbished

*  Natura 2000: Bird watching cabins installed

*  Natura 2000: Improved Infrastructure (info
boards, fences, visitor centies. benches,
rubbish bins)

*  Reconstruction of saltisrks (including
energy efficiency measures for pumping
stations) and visitor infrastructurs in Yleiny,
Salina Nature Park according to chapter 27
action plan

Oule 32.1. Typolegy of Outputs contributing to
T Ly s FTETLET I Outcome 3.2 Improved adaptation to Climate
{o Climate Change Change:
: & Flood risk reduced by interventions at river
Outcome Indicator: basin level that will prioritize vulnerable
Number of river Akdy:
basins with a
 reduced risk of
- floods

Types of activities and outputs

Area of Support 3: Nature Prolection and Climate Change.

311 Activiries rélated to Nature Protection Infrastructire:
»  Physical infrastruciure for Nature Protechion:
o CITES Convention Centers
o KationalNatural Parks visntors Centers
o Re tion of build: mdudmg rehabilitation of
chammels for water :Imguw 16, 1n Natura 2000 spaces
Nuwber of o Natura 2000 related infrastructure (g, Bird watching cabins,
s rehabalitation of land for birds nesting ), Infrastructural
Buildings for Nature
Protection renovated equipping of protected areas where necessary {mfn boards,
fences, visitor centers, benches, rul:'bnh bins), setting up
artificial 1slands for nesting
o Reconstruction of saltyprks (neluding encrgy efficiency
fory tions) and visitor fure in
Ulciny Salina \tm P.uk according to rh;pw 27 action plan
+  Rehabilitation o[dmagcd natural spaces

Further suppart for effective implementation of Natura 2000 aetwark

3.2.1 Activities relatoed to Climate Change !qﬁa:mm
Kumber of metres of *  Embankments or other niver gement e ired for
embankments mitigating water related hazards and disasters {Le. mk ofﬂoods) and
renovated contributing to sustainable regulation of river flow,

Activities finked to Ontecome: 3.1, Improved management of Nature Protection

Description of cligible activities including major projects:

311, Activities related to Natuwre Protection Infrastructure:
e  Physical infrastructure for Nature Protection:
o CITES Convention Centers
o National/Natural Parks visitors Centers

o Reconstruction of buildings, including rehabilitation of channels for water charging, etc. in
Natura 2000 spaces

o Natura 2000 related infrastructure (ie., Bird watching cabing, rehabilitation of land for birds
nesting ), Infrastructural equipping of protected areas where necessary (info boards, fences,
visitor centers, benches, rubbish bins), setting up artificial islands for nesting

o Reconstruction of saltworks (including encrgy efficiency measures for pumping stations) and
visitor infrastructure in Ulcinj Salina Nature Park according to the chapter 27 action plan
e Rehabilitation of damaged natural spaces

¢ Further support for effective implementation of Natura 2000 network

3.1.1. Typology of Outputs contributing to Outcome 3.1, Improved managenent of Nature Protection:
s CITES Convention Center constructed
¢ National/Natural Parks visitors Centers refurbished
s Natura 2000: Bird watching cabins installed
e  Natura 2000: Improved Infrastructure (info boards, fences. visitor centres. benches. rubbish bins)
e Reconstruction of saltworks (including energy elficiency measures for pumping stations) and visitor
infrastructure in Ulcinj Salina Nature Park according to the chapter 27 action plan

Delivery methods:

Twinning, Public Procurement of Works, Services and Supplies contracts under Indirect Management by IPA
Beneficiary
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End recipients and tareet groups:

= LInd recipients: National Government institutions in charge of the Environmental infrastructure
management. namely MTESDNRD. EPA. National parks of Montenegro. Forest Administration. ctc,

Conditions:

¢ Institutional adjustment measures included in the Action Plan for the Fulfilment of Closing Benchmarks
in Chapter 27 for Nature Protection are implemented

Targets and indicators
Table: Impact/Outcome/Output indicators for Outcome 3.1 Improved management of Nature Protection

Final target Source of
verification

Indicators | Baseline year

AHE r e et : : ImpicEIndicatorssis = e d e e
Contribution to achieve Negotiation Benchmark nr 5: Benchmark not Benchmark EPA State of the

Nature Protection Achieved Achieved

Environment Report

fiifcome Indicators:

Number of Areas of marine, tervestrial and freshwater
ccosystems under a) protection, b) sustainable - | OP Progress Report
management with [PA I support

Number of Buildings renovated

Activities linked to Outcome: 3.2, Improved adaptation to Clintate Change

Description of eligible activities including major projects:

3.2. 1. Activities related to adapration to Climate Change:

o Embankments or other river management infrastructure required for mitigating water related hazards
and disasters (i.e. risk of floods) and contributing to sustainable regulation of river flow.

3.2.1. Typology of Outputs related to Qutcome 3.2, hnproved adaptation to Climate Change:
e Flood risk reduced by interventions at river basin level that will prioritise vulnerable arcas.

Delivery methods:

Twinning, Public Procurement of Works. Services and Supplies contracts under Indirect Management by IPA
Beneficiary

End recipients and tareet eroups:

e End recipients: National Government institutions in charge of the Environmental infrastructure
management, namely MTESDNRD. EPA. National parks ol Montenegro, Forest Administration, etc as
well as municipalitics.

Montenegro:

e Continues with its efforts 1o set up Nature 2000 network and will provide effective protection to natural
spots like Uleijn Salina.

e Implements effectively the National Strategy for Climate Change by 2030.

e Adopts a National Strategy tor Climate Change adaptation.

*  Adopts a Low Carbon Strateey.

e [Fulfils its obligations at international level for Clime.
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Targets and indicators

-

Table: Impact/Outcome/Qutput indicators for Outcome 3.2 Improved adaptation to climate change
Baseline Final target Source of

Indicators

year 2030 verification

Number of river basins with a reduced risk of

- Y Proorece [Remor
floads 1 OP Progress Report
Number of meters of embankments renovated ] - i 13,000 | OP Progress Report

Area of Support 4: Other Support for Environment Sector
Rationale

According to the last EC Country Progress Report, 2022 Montenegro should considerably step up its ambitions
towards a green transition. Under this Arca of Support, activitics will focus on the Action Plan for the
Fulfilment of Closing Benchmarks in Chapter 27 — Environment and Climate Change.

Area of Support 4 includes Capacity Building and Acquis related activities for those sub-sectors within
Environment and Climate Change Sector that are not addressed under Area of Support number 1, 2 and 3. Target
sub-sectors for Area of Support 4 are: Air Quality, Nature Protection, Industrial Pollution, Chemicals,
Noise, Civil Protection and Climate Change, plus some horizontal topics like Environmental Impact
Assessment (EIA) Directive 2011/92/EU and Strategic Environmental Assessment (SEA) Directive
2001/42/EC. For these environment sub-sectors, the Area of Support 4, will provide Horizontal Capacity Building
and Acquis related activities with the exception of Nature Protection, for which physical infrastructure is foreseen
under outcome 3.1. New/updated EU acquis that will become effective during the implementaion period shall be
taken into account.

The institutional and professional capacity of all relevant stakeholders is one of the key elements for successful
IPA implementation. Qualified and sufficient human resources will be needed to avoid important delays in project
preparation and project management.

The capacity of institutions involved in the Environment sector needs to be addressed throughout the whole process
of IPA assistance, including programming, project preparation, management/implementation, monitoring, and
performance assessment.

The staff should continue to be coached and trained on the IPA Sector Approach, Programming principles,
performance monitoring framework or project management. They should also be provided with tools and practical
guidance on how to use them,

The administrative capacity of relevant stakeholders and the partners should be strengthened by dedicated practical
coaching, complemented with tailor-made specific training modules.

Based on lessons drawn from the past, capacity development activities should give particular emphasis in
specifically targeting real gap knowledge and tailor-made coaching based on practical experience in EU accession
and Structural funds, having in mind future responsibilities for managing Cohesion Policy Funds.

Finally, staff turnover has become a key issue for successtul implementation of IPA assistance. Low salaries in
Montenegrin public sector are the main reason for the important staft turnover affecting especially the
Environment sector.

The analysis of the Sector also shows a significant unevenness in workload of employees and institutions and this
situation can even worsen with the additional workload required for implementing an Operational Programme in
the future.

Al this process must be done in close coordination with the Action Plan for the Fulfilment of Closing Benchmarks
in Chapter 27, and particularly with regard to closing Benchmark number 8: "Montenegro, in line with the Action
Plan for the transposition, implementation and enforcement of the EU acquis on environment and climate change,
significantly enfiances the capacity of the administrative bodies at all levels, including inspection services, further
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improves coordination of work and demonstrates that oll appropriate administrative structures and adegiate
training will be in place in good time hefore accession to enable implementation aid enforcement of the acqguiis in
all sectors of this chaprer”™,

This Plan must be continuously monitored and complemented with additional information such us a detailed
analysis of the cost ol alignment (capital expenditure and operational expenditure). and the needs in terms of
institutional capacities (i.c. stalTing or equipment).

Updating the Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 would be of great help for
better planning the budget required and the institutional adjustment measures needed for succeeding in the
Accession Negotiations Tor Chapter 27.

Specific Capacity Building for Civil Protection:
pect f g g

Montenegro’s membership in the Civil Protection Mechanism of the European Union results in the obligation to
equip search and rescue tcams [rom ruins after devastating events of structural collapse due primarily to
carthquakes, According to the National Disaster Risk Assessment, the earthquake is recognized as one of the most
dominant hazards in Montenegro, and Montenegro is located in a high-risk seismic area. However, the Ministry
of Interior and municipal protection services do not have adequate equipment to respond 1o an earthquake.

In accordance with the needs identified for the Directorate for Protection and Rescue (Ministry of Interior), and in
accordance with the fact that the earthquake is the most dominant hazard in Montenegro, this Action Document
foresees the acquisition of equipment for search and rescue from earthquake ruins in accordance with International
Secarch and Rescue Advisory Group (INSARAG) standards. This will contribute to Montenegro’s alignment with
the following two Decisions under Chapter 27 for the Environment and Climate Change:

" Decision No. 1313/2013/EU of the European Parliament and of the Council of 17 Dec 2013 on a Union
Civil Protection Mechanism;
» Decision No 2019/420 of the European Parliament and the Council of 13 March 2019 amending Decision

No 1313/2013/EU on a Union Civil Protection Mechanism.

Specific Capacity Building of IPA Operating Structure for Operational Programme 2024-2027 “Envirommcent
and Climate Change™:

Implementation of Operational Programmes demands specific knowledge and structures (i.e. Managing Authority,
Intermediate Bodies, cte).  Bringing these structures to the desired administrative Capacity will require an
important effort in terms of staff, procedures and internal organisation.

The Managing Authority shall designate one Intermediate Body to carry out the tasks of financial management
(IBFM) of the programme.

Furthermore. Montenegro will have to carry out an entrustment Process for the Operational Programme 2024-2027
“Environment and Climate Change™. providing those persons or entitics with the authority to establish:

a) formal working arrangements detailing the rights and obligations of the structures and authoritics
concerned:

b) anappropriate system for the exchange of information between them and the bodies concemed. including
the power to require information and a right of access to documents and staff on the spot. if necessary:

¢) the standards to be met and the procedures to be followed.

Applicable EU legislation:
. Regulation (EU) 2021/1529 establishing the Instrument for Pre-Accession Assistance (IPA 1)
. Regulation (EU) 2021/1060 of the European Parliament and of the Council of 24 June 2021 laying down

common provisions on the European Regional Development Fund. the European Social Fund Plus, the
Cohesion Fund. the Just Transition Fund and the European Maritime, Fisheries and Aquaculure Fund
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and financial rules for those and for the Asylum. Migration and Integration Fund, the Internal Security
FFund and the Instrument for Financial Support lor Border Management and Visa Policy

. Eovironmental Impact Assessment (EIA) Dircctive 2011/92/EU as amended by 2014/52/EU and
Strategic Environmental Assessment (SEA) Directive 2001/42/EC

. Directive 2007/ 2/EC ol the European Parliament and of the Council ol 14 March 2007 establishing an
Infrastructure for Spatial Information in the European Community (INSPIRE)

. Regulation (EU) 2021 836 of the European

Decision No 1313/

QOutcomes

Outcome 4.1

L. .»\ctlon I‘I:n fm the Full’:lmm of
~ Closing Benchmarks in Chapter
27 revised

* torms of Institutional Cupaﬂty

(]

= Costofl alignment and the needsin -«

Yarliament and of the Council of 20 May 2021 amending
2013/EU on a Union Civil Protection Mechanism

+Improved Capacity for Enwmnmental Management

(Honzon(al)

- Action Plan for the Flﬂﬁlmmlcff‘lm
Bmdnmrh m Chapter “‘? updated
plen d Ii'oslﬂf i

. Compleiwn of e p
by preparing missing sub-scctor
“implementation plans.

Strategies Prepared (i e. for any of
“ the mb-u-dors except water and

QOutcome 4.1, Improved
Capacity for Environmental

l\hn:_gtmcnl (Horizontal) 4.1.2. Typology of Outputs related

to Support and Capacity Building
for implementing Environmenial
Acquis,

» Envi 1 techmical
and guidelines for Envionment &
Climate Change Sector prepared
* Staff trained and coached

4+ Legislation drafted according to
EU Acquis .
* New Area researched for irds

and Habiwat Dircetives

= Equipment supplied for -
environment Manngement and
SMononmg

* Projects ready for implementation

* Public awareness campaigns

carned out

.Outmme [ndleator:
I\Ixmbtr of Institutions
Impraving thelr'capacity for
~ Enviroomental
Management

R e

Number of Staff trained

Training courses foreseen in the Action Plan
for the Fulfilment of Chapter 27 closing
benchmarks

Number of people reached with EU-funded
awareness rusing campaipns (disagyregated
Yy pender and ngey
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« D p of National legislation for Nature
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- 5 } the ] for i
and_enforcement of Nature Protection Acquis,
ncluding setting up and management Natura 2000
network.

= Improving capacity for nver basin management

= Further support for cffective implementation of
Climate Action Policics
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413 Typolagy of Ouiputs related to Civil

Protection:

s Equipment for Medmm Urban Scarch and
Rescuz (MUSARY), allowing at least 3
Teams to be cortified according 1o
International Search and Rescue Advisory
Group (INSARAG) standards delivered and
fully Functional

414 Tvpalogy of Outputs related 1o
supporting the Operatine Structure for OF
Manavement

= Manazming Authoniy supponed o corry
out its functions according 10 Annex A of
the Finaneial Framewoth Partnership
Agreement

= Manngement and Information System

(MIS) for the OF monitoring fully

functional.

Communication campaign carried out

Programme evaluation camed out

Proys MONUOTIng Supp 1

Incrmedinte Bodies for Financial

Manaz LIBFM) supported 1o canry

out its functions according o Annex A of

the Financial Framework Parnership

Agreement

e

Number of Teams with
Medim Urban Search
and Rescue (MUSAR)
equipment supphisd

Number of <taff coached
for OF implementation
Number of msututions
supported for OF
implementation
Meonnonng Information
System functional
Number of people
reached with
communication
campaigns

Area of Support 4: Other Support for Environment Sector.

413, Activities related to Civil Prateerion.

Equipnwent for Medoon Urban Sewrch and Rescue (MUSAR),
allowing at least 3 Teams to be certified according to Intemational
Search and Rescue Advisory Group (INSARAG) sinndards,

A b deevities eelated 1o supporting the Operating Stewe e for OF
Menagemen;

Support to the Operatng Stnctuee, mchuding coaching and waining
for Operational Progranume Management

Coaching and suppert 1o Manazimg Authonty to carry outits fimetions
accordmg 1o Annex A of the Fmancial Framework Partnership
Agreement and in particular those related 1o Programme management,
detailed programming, selecnon of operations. project pipeline
management, management and control svstems, venfications in the

context of Ex-past l5, 5 and reporting at Prog
level and Programme evaluation
Coaching  and suppont to  Intermediate Body  for Finangial

Management (IBFM) to camry out s functions, in paricular those
related to public procurement under PRAG rules, Quality Assurance
Tor tender dossiers, finangial 5 and control, venfications in
the context of Ex-post controls, contract management and project
monitonng

Commumication and visibility achivities

= Suppont for progranume monitonmg mcluding the Sectoral Momitoring
Commities

+  Evalustion activities

= Setting up the Monnoring Information System (MIS) required for the
OP implementation.

Types of activities and outputs
Activities linked to Outcome 4.1 Improved Capacity for Environmental Management (Horizontal)

Description of eligible activities including major projects:

4.1 1. detivities related to improving Environmental Planning:

= Revision and updating the Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27
*  Detailed analysis of the Cost of alignment and the needs in terms of Institutional Capacity

+  Completion of strategic planning, by preparing missing sub-scctor implementation plans.

+  Other Planning activities, including Strategic Environmental Assessment, if required

4.1.2. Activities related to Support and Capacity Building for implementing Environmental Acquis:

+  Developing and setting environmental technical standards and guidelines for Environment & Climate
Change Scctor

+  Coaching and training activities for Environment and Climate Change

*  Further support for effective implementation of EIA and SEA directives.

*  Development of National legislation for Nature Protection to complete the transposition process.

+  Strengthening the capacities for implementation and enforcement of Nature Protection Acguis. including
sctting up and management Natura 2000 network.,

+ Improving capacity for river basin management

»  Further support for effective implementation of Climate Action Policies

+  Strengthening the capacitics at national and local levels for implementation and enforcement of Air
Qualitv. Nature Protection, Industrial Pollution, Chemicals and Noisc legislation.

= Support lor Project Preparation

*  Public Awareness

413 Adctivities related to Civil Protection:

*  Lquipment for Medium Urban Scarch and Rescue (MUSAR), allowing at least 3 Teams to be certified
according to International Scarch and Rescue Advisory Group (INSARAG) standards,
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414 Activities related 1o supporting the OP Management:

Coaching and support to Managing Authority to carry out its functions according 10 Annex A of the
Financial Framework Partnership Agreement and in particular those related to Programme management.
detailed programming. selection of operations. project pipeline management, management and control
systems. verilications in the context of Ex-post controls. monitoring and reporting at Programme level
and Programme evaluation.

Coaching and support to Intermediate Body for Financial Management (IBFM) to carry out its functions.
in particular those related to public procurement under PRAG rules, Quality Assurance for tender
dossicrs, financial management and control, verifications in the context of Ex-post controls, contract
management and project monitoring,

Communication and visibility activities

Support for programme monitoring including the Sectoral Monitoring Committee

Evaluation activities

Setting up the Monitoring Information System (MIS) required for the OP implementation.

Typologies of outputs contributing 10 Quicome 4.1.:

4.1.1. Typology of Ouynats related to improving Environmental Planning:

Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 revised

Cost of alignment and the needs in terms of Institutional Capacity prepared

Completion of strategic planning, by preparing missing sub-sector implementation plans.
Strategies Prepared (i.e. for any of the sub-sectors except water and waste)

4.1.2. Typology of Ouypnas related to Support and Capacity Building for implementing Environmental Acquis:

Environmental technical standards and guidelines for Environment & Climate Change Scctor prepared
Staff trained and coached

Legislation drafted according to EU dcquis

New Area rescarched for Birds and Habitat Directives

Equipment supplied for environment Management and Monitoring

Projccts ready for implementation

Public awareness campaigns carried out

4.1.3. Typology of Owputs related to Civil Protection:

Equipment for Medium Urban Search and Rescue (MUSAR), allowing at least 3 Teams to be certified
according to International Search and Rescue Advisory Group (INSARAG) standards delivered and fully
functional.

4.1.4. Typology of Owputs related to supporting OP Management:

Managing Authority supported to carry out its functions according to Annex A of the Financial
Framework Partnership Agreement.

Management and Information System (MIS) for the OP monitoring fully functional.

Communication campaign carried out

Programme evaluation carried out

Programme monitoring supported

Intermediate Bodies for Financial Management (IBFM) supported to carry out its functions according to
Annex A of the Financial Framework Partnership Agreement,

Delivery methods:

Twining, Public Procurement of Services and Supplies contracts under Indirect Management by [PA Beneficiary
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I:nd recipients and target groups:

o Targel Groups lor Capacity Building Activities: staff involved in Environmental management at all
levels: Nauonal Government, Municipalities and Viks (Utility Companies).
o Targel Groups for Public Awareness Activities: Civil Socicty in general..

e The Government of Montenegro committed to the EU integration process:

e [ull commitment and support at decision-making level within the institutions ivolved in the management
ol IPA is ensured

»  Elfective cooperation among the beneficiaries, line Ministries and other Public Bodies/Agencies;

Targets and indicators
Table: Impact/Outcome/Output indicators for Qutcome 4.1. Improved Capacity for Environmental Management
(Horizontal)

Indicators Baseline | Final target Source of

year 2030 verification
3 [ [
i 100% OP Progress
Report
Number of Institutions improving their capacity for Environmental 25 OP Progress
Management Report
: & : o POt Indicators: e S ISR
Action Plan for the Fulfilment of Closing Benchmarks in Chapter 27 OP Progress
updated and complemented: Cost of alignment and needs assessment - 1 Report
for Institutional capacity
- ? Proaress
Number of Staff trained 150 OF Dirogeoss
Report
Training courses forescen in the Action Plan for the Fulfilment of - 33 OP Progress
Chapter 27 closing benchmarks o Report
Number of people reached with EU-funded awareness raising - 300.000 OP Progress
campaigns (disaggregated by gender and age) T Report
Number of Teams with Medium Urban Search and Rescue - P OP Progress
(MUSAR) equipment supplied ) Report
; s o . . z - P Progress
Number of staff coached for OP implementation 25 Q- rogress
Report
’ g . . 5 HEpeES
Number of institutions supported for OP implementation 4 QF Proghis
Report
s Y Proorees
Monitoring Information System functional 1 OF Tragross
) Repornt
- Y Prooress
Number of people reached with communication campaigns 300,000 OIR] ::::'l'“-“"
A—
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Summary graph of the Intervention logie:

OP.Environment

Qutcome 1.1,
Improved
Management of
Municipal Water

1.1.1. Activities
related to Water.
Supply

1.1.2, Activities
related to Waste
Water

1.1.3. Activities
related to Capacity
Building for
Municipal Water
Management

Outcome 2.1.
Improved
Management of
Municipal Waste

2.1.1, Activities
related to
infrastructure for
Municipal Waste
Management

2.1.2. Activities

related to Capacity

Building for
Municipal Waste
Management

Outcome 3.1,
Improved
[UELET{

Nature Protection

3.1:1. Activities
related to Nature
Protection
Infrastructure
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Outcome 3.2,
Improved adaptation
to Climate Change

3.2.1. Activities
related to
adaptation to
Climate Change

Outcome 4.1.
Improved Capacity
for Environmental

Management

(Horizontal)

4:1.1. Activities
related to improving
Environmental
Planning

4.1.2, Activities
related to Support
and Capacity
Building for
implementing
Environmental
Acquis

4.1.3. Activities
related to
equipment for Civil
Protection

4.1.4. Activities
related to
supporting the
Operating Structure
for OP Management




4.2.3 Indicative List of major projects per cach area of support

Not applicable.

4.3. Mainstreaming

4.3.1  Environmental Protection, Climate Change and Biodiversity

This OP is fully devoted to Environment and Climate change. [t dircctly relates 1o environment and climate issucs
at the national and local levels. It will improve the environmental infrastructure, especially for Waste and Water
management, as well as the technical capacities and quality of information necessary for further progress in the
implementation of EU legislation and thus directly contribute to improved environmental protection and climate
action. Furthermore, a specific arca of support is dedicated to Nature Protection and Climate Change, All the
activities foreseen under this Action Document are relevant for EU Environment Climate Action Policies.

4.3.2  Gender equality and empowerment of women and girls

As per OECD Gender DAC codes identified in section 1.1, this OP considers Gender equality as a Significant
objective. This implies that gender mainstreaming has been an important aspect in this action.

“A Union of Equality: Gender Equality Strategy 2020-2025" applying to women and men, girls and boys, in all
their diversity, together with “EU Gender Action Plan 1117, are considered as impornant references for this
Operational programme.

Upcoming policies under the European Green Deal, such as the EU Strategy on Climate Adaptation, can impact
genders unequally. As regards the climate change, the role of young women in particular has been remarkable in
leading the push for change. On the other hand, climate change is not gender neutral. Climate change impacts men
and women differently, largely due to their gender-differentiated relative powers (real and perceived according to
gender norms), roles and responsibilities at the household and community levels. Addressing the gender dimension
can thercfore have a key role in leveraging the full potential of these policies.

This OP will contribute to the Objective No. 4 of the EU gender equality strategy 2020-2025: Gender
mainstreaming and an intersectional perspective in EU policies, putting equal opportunitics between men and
women as an integral part of its design, implementation, monitoring and evaluation. Responsibility for
implementing the mainstreaming strategy will be system-wide and will rest at the highest levels within the different
stakecholders involved in the implementation of this Action. Gender mainstreaming strategy will include:

. Adequate accountability mechanisms for monitoring.

. The initial identification of issues and problems across all arcas of activity should be such that gender
differences and disparities can be diagnosed.

. Gender analysis should always be carried out. Some environmental problems affect in different ways to

Men and Women in Montenegro: i.c. access 1o lap walcer for daily activities, health risks associated to
waste water or urban waste, different employment opportunities for Environmental management, etc.

s Clear political will and allocation of adequate resources for mainstreaming will allow translating the
concept into practice.
@ Broaden women's equitable participation at all levels of decision-making, especially during the

consultation process.,

Furthermore, the Montenegrin Constitution guarantees equal treatment of men and women. Activities financed
under this OP will thus be implemented by complying with the principles of preventing all forms of discrimination,
and promoting gender equality.

Al activity level. it will be ensured that all interventions in the environment and climale change sector create
opportunities for women’s empowerment and gender equality related to decision making (including capacities for
informed decision making). business opportunities for women and also gender aspects ol access to infrastructure,
PUC services cte. [t will also be ensured that the same opportunitics are available to women as well as men.
Addressing the gender dimension will therefore have a key role in leveraging the full potential of these policies.
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Additionally. the OP’s activities should ensure safety. including the prevention of discrimination and harassment
ol women both as employees and consumers. in business environments: harmful practices of stercotypical gender
representation in communication shall be prevented and addressed.

4.3.3. Human Rights

The activities planned under this OP will be implemented based on the principles of non-discrimination.

Some actions will specifically benefit vulnerable communities such as the connection of water supply
infrastructure to Roma scttlements. Furthermore, in the case of waste management, attention will be paid to the
perspectives of vulnerable communities and the Roma community given that most of the people working in the
informal waste sector are disadvantaged individuals, among whom people from the Roma community are the
majority (EPA, 2021).

4.3.4. Disaster Risk Reduction

The action will significantly contribute to disaster risk reduction, especially in the area of Civil Protection, with
capacity building activities in the context of European Civil Protection Mechanism.

Furthermore, in in the field of Water Management at River Basin level, the OP will contribute to flood risk
reduction by the development of integrated flood management and the renovation of river embankments. Flood
management plans will help to protect life and property from flood risks and enhance the capability of socio-
cconomic development.
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4.4, Risks and Assumptions

=
Category

[Risks

(High/
Mediom/
L.ow)

LikelihoodImpact

{(High/
Medium
Low)

Mitigating measures

l-external
L.'I‘.\’i[’{)l‘]ll‘l(:l“.'.

Russia’s war of aggression against
Ukraine and Intermational Crisis
may alfeet the path for EU
accession process

Low

Lligh

Undoubtful Montenegro’s
commitment lowards EU Accession
is the best mitigation measure in
casc ol International Crisis. A
successlul implementation of the OP
will support Montenegro in the
Accession process for Chapter 27.

2-planning,
processcs
systems;

and

Delays for project development

High

High

Converting project ideas into mature
projects is a lengthy and costly
process. Projects selected should
prove a minimum maturity for
putting them into implementation
phase.

2-planning,
processcs
L‘inlCll‘lS;

and

Delays for Public Procurement

High

Iligh

Based on previous experience,
delays in Public Procurement are
very likely to happen. It is necessary
to invest in building capacities for
the Contracting Authority and
improve the quality of tender
dossiers submitted for procurement.

2-planning,
Processes
[systems;

and

Infrastructure  Project  selection
affected by political interferences
instead of objective analysis
(relevance and maturity)

M

11

Based on the experience of IPA
Operational Programme Regional
Development 2012-2013  project
selection procedures will be based
on relevance and maturity. In this
regard, Single Project Pipeline
methodology will be a helping tool.

J-people  and
organisation;

Difficulties for setting up the OP
management structure

M

M

Specific Technical Assistance will
be dedicated to support the process
for setting up the OP management
structure at the level of MA and IBs

3-pcople  and
organisation:

Lack of adequate number and
quality staffing

il

1

IPA support will compensate the
limitations of Human Resources
affecting o the different
stakeholders. However, they will be
supported as well 10 develop a
[casible Human Resources
Development  Strategy  that  will
mitigate this problem in the near
future, avoiding

TA dependence.

3-people  and
organisation;

Limited HR within instilutions
and heavy nternal workload and.
thercfore, some institutions might
be unwilling to release staff for the
training
sessions/workshops/seminars;

M

The mstitutions will be willing to
release  staft  for  the training
sessions/workshops/seminars — only
il they obtain a clear benefit from
them. The type of training proposed
in this technical offer is very
practical and adapted to the staff's




neceds assessment. The on the job
wraining will also help facilitating
therr job.

d-legality  and |Difficulties for adopting second |L, M The OP  foresees  Technical
regularity level  legislation  for  legal Assistance for completing the legal
aspects: alignment with EU  acquis for harmonisation process with EU
Environment and Climate Change Aequis  for  Environment  and
Climate Change, including second
level legislation like by-laws and

rulebooks.
5- Differences between defining |I, 1 Strong leadership from
communication [responsibilities and priority setting MTESDNRD, supported by the
and information between Line Ministries  and Prime Minister authority and Chief
MTESDNRD Negotiator Office and legally based

on the Action plan for the fulfilment
of closing benchmarks in Chapter
27, will promote consensus among
the different stakcholders

External Assumptions

Assumptions at the level of outcomes:

The Government of Montenegro committed to the EU integration process;

Full commitment and support at decision-making level within the institutions involved in the
management of IPA is ensured;
Effcctive cooperation among the beneficiaries, line Ministries and other Public Bodies/Agencies,

Assumptions at the level of outputs:

Project selection based on objective criteria: relevance and maturity.

Timely Project development according to EU standards and according to national legislation (i.c.
Environmental Impact Assessment, Urban planning - Law on Spatial Development and Construction
of Structures, clc.);

For Waste Projects: National Waste Management Plan adopted with clear definition of catchment
arcas. New Law on Waste Management adopted;

For Water Projects: Master Plans for Urban Wastewater Mceasures and DSIP for UWWTD enforced
Timely preparation of Tender Dossiers [or Public Procurement according to PRAG rules

Close inter-ministerial cooperation;

Counterpart stafT in beneficiary institutions arc identified, are available and will co-
operate in the implementation of the Project;

Legal and institutional proposals and results of the other relevant projects are implemented in a
consequent manner;

Institutional adjustment measures included in the Action Plan for the Fulfilment of Closing
Benchmarks in Chapter 27 are implemented and increased linancial resources from the state
budgel are allocated 1o the Environment and Climate Action sector (for staffing. monitoring.
inspections. ele.);

MTESDNRD and the rest of stakeholders ensure adequate staffing level;

The present institutional structure/specific responsibilities are maintained to proper implementation

of project’s activities:
Legal and institutional proposals and results of the projects are implemented in a consequent manner;
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+  Beneficiaries deliver in time and in proper quality the necessary data. background
information and related existing project documentation:
«  Different stakeholders. including civil society prove flexibility and agree on investment priorities:
*  Adequate human resourcessstalT in-place and available for receiving training sessions:
*  Project’s sustainability is ensured by trained stafT that continue working within the national structures:
*  The outputs delivered through past projects in this field are in place and utilised:;
= Costs of maintenance and operation for new institutions and equipment, as well as salaries of
new stall are envisaged and budgeted;
*  Timely approval of the project outputs from the appropriate authorities.

5 Overview of the consultation process for the preparation of the Operational
Programme

The consultation process for the preparation of the OP started in April-June 2022, when the Strategic Response
(SR) for Windows 3 (Sustainable Connectivity and Green Agenda) was revised, introducing the multiannual
approach from programming year 2022 until 2027, according to the Guidelines received from European
Commission for introducing Operational Programmes under IPA -Window 3 with Ex-post controls. THE SR
revision process implied several working sessions with the Sector Working Group for Chapter 27.

During the first half on 2023, the MTESDNRD led by Directorate for Projects carried out a number of meetings
and working scssions with the key actors for the OP, including the EU delegation, the NIPAC, the Ministry of
Finance and NAO, the EPA and the main Directorates within MTESDNRD with a role in OP
design/implementation (namely: Dircctorate for Ecology and Climate Change, Directorate for Nature Protection,
Directorate for EU Integration and International Cooperation),

Furthermore, there were consultations with Municipalities for project identification: Municipalities were invited
by MTESDNRD to identify and propose interventions for OP funding in the field of Environment and Climate
Change as expressions of interest. These proposals were recorded as part of a long list of potential projects.

In order to facilitate the dialogue and cooperation with Civil Society in Montenegro, representatives of non-
governmental organizations and civil socicty will be involved in the future steps for the implementation of the
Operational programme. The OP Implementation Arrangements foresee the cstablishment of a Sectoral
Monitoring Committee. Civil Society Representatives and other relevant partners in line with the European Code

of Conduct on Partnership will be members of this Committee, and consequently will be involved in the
monitoring, cvaluation and decision-making process.

6  Implementation arrangements

6.1. Financing Agreement

In order to implement this programme, a financing agreement between the Commission and Montenegro will be
concluded.

6.2. Methods of implementation

The Commission will ensure that the EU appropriate rules and procedures for providing financing to third partics
are respected, including review procedures, where appropriate. and compliance of the programme with EU
restrictive measures.

Indirect Management with an IPA I beneficiary

This programme will be implemented under indirect management by Montenegro

The Managing Authority is the Ministry of Tourism, Ecology. Sustainable Development and Development of
North.

The Managing Authority shall be responsible for overall management of the programme in line with FFPA.,
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The Managing Authority shall designate as the IBFM to carry out the tasks of financial management of the
programme the Capital Projects Administration (CPA).

The IBFM shall perform its work in line with Clause 6 ol Annex [ o the FFPA,

Managing Authority:

Directorate for Projects
MTESDNRD

IBEM: CPA

“Area of Support1. ~ Area of Support 2. ‘Area of Support 3. Nature Afea of Support 4. Other
¢ Municlpal Water — Municipal Waste = Protection and Climate ‘Support for Environment
Management - : ‘Management Change : e Sector

6.3. Scope of geographical eligibility for procurement and grants

The geographical eligibility in terms of place of establishment for participating in procurement and grant award
procedures and in terms of origin of supplies purchased as established in the basic act and set out in the relevant
contractual documents shall apply, subject to the following provisions.

The Commission’s authorising officer responsible may extend the geographical eligibility on the basis of urgency
or ol unavailability of services in the markets of the countries or territories concerned, or in other duly substantiated
cases where application of the eligibility rules would make the realisation of this programme impossible or
exceedingly difficult (Article 28(10) NDICI-Global Europe Regulation).
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8 Performance Measurement

8.1 Monitoring and reporting

Monitoring the implementation of the Operational Progranime will aim at collecting and analysing data to inform
on progress towards achievement of planned results. to feed decision-making processes and to report on the use of
resourees.

The day-to-day technical and financial monitoring of the implementation of this Operational Programme will be a
continuous process, and part of the implementing partner’s responsibilities. To this aim, MTESDNRD shall
establish a permanent internal, technical and financial monitoring system for the programme and elaborate regular
progress reports (not less than annual) and final reports,

Every report shall provide an accurate account of implementation of the Operational Programme, difficulties
encountered, changes introduced, as well as the degree of achievement of its Outputs and contribution to the
achievement of its Outcomes, and if possible at the time of reporting, contribution to the achievement of its
Impacts, as measured by corresponding indicators.

The Commission may undertake additional monitoring visits both through its own staff and through independent
consultants recruited directly by the Commission for independent monitoring reviews (or recruited by the
responsible agent contracted by the Commission for implementing such reviews).

Roles and responsibilities for data collection, analysis and monitoring:

The Sectoral Monitoring Committee, as foreseen in Article 53 of the Financial Framework Partnership Agreement,
plays a key role in monitoring and reporting of the implementation of the Operational Programme (Annual
Progress Report). On the basis of the reports provided by the Managing Authority prior to the meetings, it shall in
particular

- review the cffectiveness, efficiency, quality, coordination and compliance of the implementation of the
programmes;

- review the progress towards meeting the objectives, achieving the planned outputs and results, and
assessing the impact and sustainability of IPA 111 assistance, while ensuring coherence with the policy
dialogue, the related central and regional sector strategies and multi-country or regional activities in the
1IPA U1 beneficiary;

- review annual implementation reports, including financial exccution of the programmes;

- examine relevant findings and conclusions as well as proposals for remedial follow-up actions stemming
from the on-the-spot checks, monitoring, evaluations and audits if available;

- discuss any relevant aspects of the functioning of the management and control systems;

- discuss any problematic issucs and actions;

- il necessary, consider or make proposals to amend programmes and take any other corrective action to
ensure the achievement of the objectives and cnhance the efficiency, effectiveness, impact and
sustainability of IPA III assistance;

- review information, publicity, transparency, communication and visibility measures taken.

Al the time to design the set of monitoring indicators, will bet taken into consideration the [PA T1I-Results
Framework (SWD(2022) 445 final, Commission Staff Working Document, which provides a uniform set of
indicators that need 1o be used in all relevant interventions, to ensure that the resulls can be aggregated, and the
impact and outcomes of [PA 111 can be more clearly demonstrated for the entire instrument.

Operational conclusions, including any recommendations, will be drawn at the end of the secteral monitoring
committees’” meetings. These conclusions shall be subject to adequate follow-up and a review in the following
committee meetings and shall be the basis for reporting to the IPA monitoring committee on progress made.

The sectoral monitoring committee shall be composed of representatives of relevant IPA 111 beneficiary authorities
and bodies, other stakcholders, such as ecconomic, social and environmental partners and, international
organisations, international financial institutions and civil society. The Commission shall participate in the work
of the committee. The representatives of the stakeholders shall be chosen according to the rules and criteria defined
in the rules of procedure. The Managing Authority shall chair the sectoral monitoring committee meetings.

37



The sectoral monitoring committees shall meet at least twice every twelve months. Ad hoe meetings may also be
convened.

REPORTING:

Reporting requirements from the Managing Authorities in indireet management by the IPA T beneficiary will be
donc according 1o Article 62 ol the Financial Framework Partnership Agreement.

The Managing Authoritics and Intermediate Body for Financial Management shall deliver all necessary
information to the NIPAC, the NAQO and the Audit Authority in order to support their work and preparation of
their reports.

At the beginning of each year. the Managing Authorities and Intermediate Bodies shall provide the NAQ with
annual financial reports or statements on accrual basis for the previous financial year for the programmes under
their responsibility.

Furthermore, an Annual Progress report will be prepared by MA in order to follow up the OP implementation,
including the achievements of Qutcomes and Output indicators,

At the beginning of each year, the Managing Authority shall provide the NAO with annual management
declarations for the previous financial year for programmes under their responsibility.

The exact scope of the above mentioned reports, statements and declarations, their templates, methods of
preparation, supporting documents and timeline shall be defined by the NAO and shall be laid out in the working
arrangements concluded between the NAO and each Managing Authority.

The Managing Authorities and Intermediate Bodies may be required by the NIPAC and the Commission to draw
up ad hoc, occasional or periodic reports on implementation of the programmes under their responsibility, The
reports may be presented to the responsible sectoral monitoring committee for examination,

Additional reporting requirements by the Managing Authorities and Intermediate Bodies will be set out in the
scctoral or financing agreements.

8.2 Evaluation

Having regard to the importance of the programme, a mid-term and a final evaluation will be carried out for the
areas of support falling under this Operational Programme contracted by the [PA III beneficiary.

The evaluations will be carried out by experts or bodies, internal or external, functionally independent from the
management and control system,

The mid-term evaluation will be carried out for problem solving, learning purposes, in particular with respect to
analyse the main difficultics and bottlenccks faced during the OP implementation, as well as assessing which Arcas
of Support have the biggest absorption capacity. and consequently make recommendations for OP modifications
if deemed neccesary.

Final or ex-post evaluation will be carried out for accountability and learning purposes at various levels (including
for policy revision), taking into account the relevance, efficiency, elfectiveness, coherence, impact, sustainability
and EU added value of IPA 11 assistance in view of achieving the objectives set in the programming documents.

The evaluation reports shall be shared with all relevant partics. The IPA I benefliciary and the Commission shall
analyse the conclusions and recommendations of the evaluations jointly decide on the follow-up actions to be

MTESDNRD shall, in consultation with the Commission, draw up an cvaluation plan presenting the evaluation
activities to be carried out in the different phases of the implementation.
The objectives of an evaluation shall include:

a) assessing the conditions for the implementation of the assistance, its performance, both prospective and
actual, and its consistency with the policy objectives set out in view of achieving long-term impacts and
objectives;

b) assessing the achievement of the agreed results (outputs, outcomes, impacts) in view of reaching the
intended long-term and global objectives;

c) assessing the programming process and monitoring system and, where appropriate. implementation
arrangements;
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d) promoting accountability of the assistance to the institutions of the EU and to the public. with respect to
the value for money and the use ol funds:

¢) drawing lessons aiming at improving the quality and design of future policies. strategies and
mterventions. Therefore. evaluations shall be timely and their findings shall be taken into account both
in the next programming and implementation cvele. as well as in the decision on resource allocation.

8.3 Audit and Verifications
Technical audits for major projects are mandatory during the implementation.

Financial provisions related to audit and verifications, including technical audits if applicable, carried out by the
IPA I Benefliciary should be included in the Area of support *Other support” as indicated in Section 4.2.2.

Without prejudice to the obligations applicable to contracts concluded for the implementation of this programme,
the Commission may, on the basis of a risk assessment, contract independent audit or verification assignments for
one or SC\"Cral contracts or ilgl'l.‘cl'.ll{)l'llﬁ.

9  Strategic communication and public diplomacy

All entitics implementing EU-funded external actions have the contractual obligation to inform the relevant
audiences of the Union’s support for their work by displaying the EU emblem and a short funding statement as
appropriate on all communication materials related to the actions concerned. To that end they must comply with
the instructions given in the 2022 guidance document Communicating and raising EU visibility: Guidance for
external actions (or any successor document).

In particular, the recipients of EU funding shall acknowledge the origin of the EU funding and ensure its proper

visibility by:

= providing a statement highlighting the support received from the EU in a visible manner on all documents
and communication material relating to the implementation of the funds, including on an official website and
social media accounts, where these exist; and

s promoting the actions and their results by providing coherent, effective, and proportionate targeted
information to multiple audiences, including the media.

Visibility and communication measures shall be implemented, as relevant, by the national administrations
entrusted entities, contractors, and grant beneficiaries. Appropriate contractual obligations shall be included,
respectively, in financing agreements, delegation agreements, and procurement and grant contracts.

An Operational Programme strategic communication plan for OP Environment and Climate Change will be
prepared and agreed with the EU Delegation in line with the Commission Guidance for external actions on
Communicating and raising EU visibility. This will set out the responsibilities of the Operational Programme
Managing Authority and the NIPAC as regards communication,

The Operational Programme strategic communication plan will identify the key messages, the communication
objectives, the communication audiences (including multipliers), the approach, envisaged communication
activities, RACER (Relevant, Accepted, Credible, Easy to monitor and Robust) key communication indicators and
targets, the risks and the envisaged budget. Annual Communication Plans will be drawn up and discussed with the
LU Delegation in advance to coordinate activitics and maximise reach.

The NIPAC and the Managing Authority will be responsible for press engagement and managing press and media
contacts.

In line with the Operational Programme strategic communication plan, a dedicated webpage and social media
channels will be set up. Standards for social media use and management and the social media plan will be
coordinated between the Managing Authority, implementing bodies and the NIPAC.

Visibility and communication measures specific to this programme shall be complementary to the broader
communication activities implemented directly by the European Commission services and/or the EU Delegations
and Offices.



10 Sustainability

Programme level sustainability, The Operational Programme has been designed in order to ensure the
sustainability of the benefits/results achieved beyond its implementation. Key lactors impacting on sustainability
are the level of ownership of the end recipients, their institutional and operational capacities and thew Iinancial
and human resources for the operation and maintenance ol the results. The Managing Authority will put in place
a system to monitor the sustainability of the assistance under the Operational Programme. The NIPAC and the
Managing Authority will monitor sustainability within their respective scope of responsibility through the Sectoral
Monitoring Committee (FFPA Article 53(4)(b)) and jointly with the Commission within the 1PA Monitoring
Committee (FFPA Article 52(3)). The assessment of OP sustainability will be a standard agenda item in
Sectoral/OP Monitoring Committee meetings and will be included in OP evaluations.,

The end recipients are obliged to ensure the sustainable use of the outputs in line with the Operational Programme,
the contract or equivalent. The end recipients are obliged to allocate budget for ensuring the functioning and
maintenance of the outputs and cover the costs of their operation and maintenance. The end recipients should
recover the outputs to their initial condition in case of their damage or replace the outputs with those ol minimum
cqual quality and functionality in case of their destruction.

The breach of the conditions for sustainability may lead to refund of the EU contribution in casc the end
recipients fail to take the necessary corrective measures for removing the deficiencies occurred.

Sustainability will be ensured through further harmonization of the legal framework and establishment of the
institutional mechanisms for the implementation and full enforcement of the transposed legislation. The successful
implementation will not be limited only to specific results, but will also multiply its effect by strengthening
administrative capacity for implementing similar activities.

Investment in [T and monitoring equipment will strengthen and modernize monitoring systems having impact on
the quality of the monitoring results and improving capacity to implement policy and enforce regulations in a more
uniform manner across the country.

Sustainability of the investment is guaranteed by technical and financial capacity of the beneficiary responsible
for its operation and maintenance. Cost-Benefit analysis would be carried out in case of major projects, in order
to assess their Economic and Financial sustainability. Affordability analysis is an aspect to improve for the future
Programming period; in some cascs is not well estimated the end user’s capacity 1o alford paying the important
operation + amortization costs for some Environmental Infrastructure; this comment is especially relevant for
Waste Water and Urban Waste management infrastructure.
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Part One: Provisions applicable to activities for which the IPA 111

beneficiary is the contracting authority under IMBC

Article 1 - General principles

(1)

(3)

(4)

The purposc of Part One is to lay out the rules for implementing the entrusted budget implementation
tasks as described i Annex 1 and to define rights and obligations of the 1PA 11T beneficiary and the
Commission respectively in carrying out these tasks.

Part One shall apply to the budget-implementation tasks entrusted to the 1IPA T beneficiary related to
the Union contribution alone, or combined with funds of the IPA Il beneficiary or funds of a third
party, in case such funds are implemented in joint co-financing.

The [PA 111 beneficiary shall remain responsible for the fulfilment of the obligations stipulated i this
Financing Agreement and in the Financial Framework Partnership Agreement (FFPA). In accordance
with Article 7, Article 18, Article 19 and Article 21, the Commission reserves the right to interrupt
payments, and to suspend and/or terminate this Financing Agreement.

The IPA T beneficiary shall respect the minimum rate of its contribution specified in Annex 1. In case
of contributions from both the IPA TII beneficiary and the Union, the IPA 11 beneficiary contribution
shall be made available at the latest by the end of the cligibility period of the programme.

The rate of the EU contribution specified in Annex 1, and the maximum amount of [PA HI assistance is

based on the public eligible expenditure amount. Public eligible expenditure is any public contribution

to the financing of operations the source of which is the budget of national, regional or local public

authoritics of the 1PA Il beneficiary, the budget of the Union, the budget of public law bodies or the

budget of associations of public authoritics or of public law bodics. Loan financing, where it is used, is

attributed to the bedy liable to repay the loan, national public or national private, National private

expenditure cannot be considered an eligible expenditure.

For the purpose of the application of Article 25 of the FFPA on data protection, personal data shall be:

- processed lawftully, fairly and in a transparent manner in relation to the data subject;

- collected for specitied, explicit and legitimate purposes and not further processed in o manner that is
incompatible with those purposces;

- adequate, relevant and limited to what is necessary in relation to the purposes for which they arce
processed;

- accurate and, where necessary. kept up to date;

- processed in a manner that ensures appropriate security of the personal data and

- kept in a form which permits identification of data subjects for no longer than is necessary for the

Personal data included in documents 1o be kept by the IPA T1T beneficiary in accordance with paragraph
2 ol Article 2 must be deleted once the deadlines set out in that paragraph have expired.

Article 2 - Procurement and grant award

(1) Without prejudice to Article 18(5) of the FFPA, the tasks referred to in Article 1(1) shall be carried out

by the IPA 11T beneficiary in accordance with the procedures and standard documents laid down and
published by the Commission for the award of procurement and grant contracts in external actions, in
particular, the practical guide on contract procedures for European Union external action (PRAG), in
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force at the time of the launch of the procedure in question. as well as in accordance with the required
visibility and communication standards referred to in Article 3(2).

The IPA T beneficiary shall conduct the procurement and grant award procedures, conclude the
resulting contracts, and ensure that all relevant documents for audit trail are in the language of this
Financing Agreement. For the purposce of Part Once of this Financing Agreement, every reference to
grant contracts shall also be construed as a reference to contribution agreements and every reference 1o
arant beneficiaries shall also include be construed as organisations having signed contribution
agreements, ‘

(2) Without prejudice to Article 49 of the FFPA, the IPA I beneficiary shall retain all relevant financial
and contractual supporting documents from the date of the entry into force of this Financing Agrecement
or as from an carlier date in case the procurement procedure, call for proposals or direct grant award
procedure was taunched prior 1o the entry into force of this Financing Agreement, for five years as from
the date of closure of a programme. The IPA HI beneficiary shall retain in particular the following:

(a) Procurement procedures:
1) Forccast notice with proof of publication of the procurement notice and any corrigenda;
i) Appointment of shortlist panel;
11) Shortlist report (incl. annexes) and applications;
iv) Proof of publication of the shortlist notice;
v) Lctters to non-shortlisted candidates;
vi) Invitation to tender or equivalent;
vii) Tender dossier including annexes, clarifications, minutes of the meetings, prool of
publication;
viii)Appointment of the evaluation committee;
ix) Tender opening report, including annexes;
x) Evaluation / negotiation report, including annexes and bids received;'
xi) Notification letter;
xii) Cover letter tor submission of contract;
xiii) Letters to unsuccessful candidates;
xiv) Award / cancellation notice, including proof of publication:
xv) Signed contracts, amendments,  riders, implementation  reports,  and  relevant
correspondence.
(b) Calls for proposals and direct award of grants:

i) Appointment of the evaluation committec;

! Elimination of unsuccesstul bids five years alier the closure of the procurement procedure.
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i) Opening and administative report including annexes and applications received:”
1) Letters to successiul and unsuccesstul applicants following concept note evaluation;
iv) Concept note evaluation report;

v)  Lwvaluation report of the full application or negotiation report with relevant annexes:

vi) Eligibility check and supporting documents;
vii} Letters to successtul and unsuccesstul applicants with approved reserve list following full
application cvaluation;

vii)Cover letter for submission of grant contract;
ix) Award/cancellation notice with proof of publication:
x) Signed contracts, amendments, riders and relevant correspondence.

In addition, financial and contractual documents referred to in paragraph 2(a) and 2(b) shall be
complemented by all relevant supporting documents as required by the procedures referred to in
paragraph 1, as well as all relevant documentation relating to payments, recoveries and operating costs,
for example project and on the spot checks reports, acceptance of supplics and works, guarantees,
warranties, reports of supervising engineers.

(3) Operations co-tinanced by the Union under the Programme may also receive financing from other

donors such as international organisations, a Member State, a third country or a regional organisation.

Article 2a - Exclusion and administrative sanctions

(1) When applying the procedures and standard documents laid down and published by the Commission for

(2)

the award of procurement and grant contracts, the IPA I beneficiary shall accordingly ensure that no
EU financed procurement or grant contract is awarded to an economic operator or grant applicant if the
cconomic operator or grant applicant who cither itself, or a person having powers of representation,
decision making or control over it, is in one of the exclusion situations provided for in the relevant
procedures and standard documents of the Commission.

The IPA I beneficiary shall inform the Commission immediately when a candidate, tenderer or

applicant is in an exclusion situation referred to in paragraph (1), or has committed trregularitics and
fraud as defined in Article 51(5) of the FFPA, or has shown significant deficiencies in complying with
its main obligations in the implementation of a legal commitment financed by the Union budget.

The IPA T beneficiary shall take into account the information contained in the Commission's "Early

Detection and Exclusion System' (EDES) when awarding procurement and grant contracts, Access o
the information can be provided through the liaison point(s) or via consultation using the following
means:  (European  Commission, Directorate-General  for  Budgel.  Accounting  Officer of  the
Commussion, MOI5, B-1049  Brussels, Belgium  and by cmal 10 BUDG-CO1-EXCL-
DB(dec.curopa.cu with copy to the Commission address idenuficd m Article 3 of the Special
Conditions). Any contract or grant concluded with a contractor or grant beneficiary that is in an
exclusion situation at the time of conclusion of the contract shall be excluded trom Union financing and
the financial corrections mechanism in accordance with Article 8a may be applied.

(4) Where the TPA T beneficiary becomes aware of an exclusion situation referred 1o in paragraph (1) in

* Elimination of unsuccessful applications three years aller the closure of the grant procedure.
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the implementation of the tasks described in Annex [, the [PA 11 beneficiary shall, under the conditions
of its natonal legislation. impose upon the cconomic operator or grant applicant a rejection from the
given procedure and an exclusion from its future procurement or grant award procedures. The TPA 111
beneficiary may also impose a financial penalty proportional to the value of the contract concerned.
Rejections, exclusions and/or financial penaltics shall be imposed following an adversarial procedure
ensuring the right of defence of the person concerned. The [PA 11T beneficiary shall notify the
Comnusston in accordance with paragraph (2).

Article 3 — Communication and Visibility

(1) Tnaccordance with Article 24 of the FFPA, the IPA 111 beneficiary shall take the necessary measures to
cnsure the visibility of EU funding for the activities entrusted to it and shall prepare a coherent plan of
communication and visibility activities, which should be submitted to the Commission for agreement
within 2 months alter the entry into force of this Financing Agreement.

(2) These communication and visibility activities shall comply with the guidance for external action on
communicating and raising EU visibility laid down and published by the Commission. in torce at the
time of the activitics.

Article 4 - Ex-ante and ex-post controls on grant and procurement procedures and ex-post controls on
contracts and grants to be performed by the Commission

(1} The Commission shall exercise ex-post controls on award procedures for procurement and grants for the
following stages:
(a) contract notices for procurement, calls for proposals for grants and any corrigenda thereof’
(b) tender dossiers and guidelines for applicants for grants;
(c) the composition of Evaluation Committees;
(d) cvaluation reports. rejection, and award decisions:?
(¢) contract dossiers and contract addenda.

(2) With regard to ex-post controls the Commission may decide tollowing risk assessment:
(a) to perform ex-post controls on all files, or
(b) to perform ex-post controls on a selection of such files, or
(c) to completely dispense with ex-post controls.

(3) If the Commission decides o perform ex-post controls in accordance with paragraph 2 (a) or (b). it
shall inform the IPA 111 beneficiary of the files sclected for ex-post controls. The 1PA [I1 beneficiary is
obliged to provide all the documentation and information nccessary to the Commission tor the file
sclected for ex-post control, within one month of the signature of the contract or contract addendum.

(4) The Commission may perform ex-ante controls for approval of cach of the stages mentioned in
paragraph 1 for the award procedures that have not been selected for ex-post control. The IPA 11
beneficiary shall provide all the documentation and information necessary to the Commission upon
being informed that a file has been selected for ex-ante control, at the latest at the time of subnussion of
the contract notice or the guidelines for applicants for publication.

(5) The Commission may decide to perform ex-post controls, including audits and on-the-spot controls. at
any time during or after the implementation of any contract or grant awarded by the 1PA L beneficiary
arising out this Financing Agrcement. The 1PA 1 beneficiary shall make available all the
documentation and information necessary to the Commission upon being informed that a file has been
selected for ex-post control. The Commission may authorise a person or an entity to perform ex-post

¥ For service contracts this step includes ex anre controls concerning approval of the shortlist,
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controls on its behalf,

Article 5 - Bank aceounts, accounting systems, and costs recognised

()

4)

(5)

After the entry into force of this Financing Agreement, the Accounting Body and the Intermediate Body
for Financial Management (IBFM) of the IPA TII beneficiary that is the Contracting Authority for the
Programme shall open at least onc bank account denominated in curo and submit the Financial
Identification Form(s) to the Commission together with the corresponding bank mandates. The total
bank balance for the Programme shall be the sum of the balances on all the Programme bank accounts
held by the Accounting Body and all participating IBFMs in the IPA beneficiary. Reporting on all bank
accounts linked to cach programme shall be recorded via IPA-APP?,

The IPA TIT beneficiary shall prepare and submit to the Commission disbursement forecast plans for the
duration of the Programme following the template in point (d) of Annex V. These forecasts shall be
updated and submitted with each request for funds referred 1o in Article 6(2) and 6(3), with the annual
financial report referred to in Article 14(4) and with the forecast of likely payment requests referred to
in Article 33(3) FFPA. The disbursement forecast plans shall be based on real and actual needs and
supported by a documented detailed analysis (including the planned contracting and payment schedule
per contract) which shall be available to the Commission upon request.

The initial disbursement forceast plan shall contain summary annual disbursement forccasts for the
whole eligibility period and monthly disbursement forecasts for the first twelve months of the
Programme. Subsequent plans shall contain summary annual disbursement forecasts for the balance of
the cligibility period of the Programme and monthly disbursement forecasts for the following fourteen
months.

The IPA TII beneficiary is required to establish and maintain an accounting system in accordance with
Clause 4(3)(a) of Annex A to the FFPA, which will hold at least the information for the contracts
managed under the Programme indicated in Annex V.

Pursuant to Article 57(2) of the FFPA, costs recognised in the accounting system maintained under
paragraph (4) must have been incurred (by a recipient). accepted (by the Intermediate Body for financial
management) and paid (by the Intermediate Body for financial management) and correspond to actual
costs proven by supporting documents and shall be used when appropriate to clear pre-financing paid by
the IPA TIT beneficiary under local contracts,

Article 6 - Provisions on payments made by the Commission to the [PA 111 beneficiary

(1

(2)

(3)

Each request for pre-financing shall comprise a declaration of expenditure for the Programme, including
the amounts contracted, disbursed and costs recognised.

The TPA T beneficiary shall submit its initial disbursement forecast for the Programme, prepared
pursuant to Article 5(2), with the first pre-financing payment request. The first forecast shall be for 100
% of the forecast disbursements for the first year of the disbursement forecast plan pursuant to Article
3(2). Pre-financing shall be supported by the bank mandates for all the bank accounts of the
Programme, if applicable.

The TPA 1T beneticiary shall submit subsequent pre-linancing payment requests when the total bank
balance for the Programme falls below the disbursements torecast for the following five months of the

Programme.

T IPA-APP is o dedicated [T application developed by DG NEAR o replace iPerseus that was the tool used for
monitoring the implementation of pre-accession lunds under indireet management by beneficiary countries (IMBC).

[
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() LEach request for additional pre-financing shall include:

a) The bank balances for the Programme at the cut-ofT date of the request:
b)  The updated bank mandates for all the bank accounts of the Programme. i apphicable:
<) A lorecast of disbursement for the Programme lor the following tourteen months at the cut-off

date of the request as referred to in Article 5(2).

d) Updated reporting in IPA-APP.

(5) The IPA 1T beneficiary may request for each subsequent pre-financing the amount of total

(6)

(7)

(3)

(0)
(7)

(8)

disbursements forecast for the fourtcen months following the date of the request, less the balances
referred to in paragraph 4(a) at the cut-off date of the request for funds, increased by any amount funded
by the IPA 1II beneficiary under paragraph (6) and not yet reimbursed. The fourtcen months
disbursement forecast period may be extended if specitied accordingly in the Special Conditions.

The Commission reserves the right to reduce cach subsequent pre-financing payment if the total bank
balances held by the IPA I beneficiary under this Programme exceeds the disbursement forecast for
the next fourteen months.

Where the payment is reduced under paragraph (5), the IPA 11T beneficiary must fund the Programme
from its own resources up to the amount of the reduction. The IPA 1T beneficiary may then request the
reimbursement of that funding as part of the next request for funds as specified in paragraph (3).

Pursuant to Article 33(1) of FFPA, the Commission reserves the right to process partial payments within
the limits of the funds available. Once funds are made available again, the Commission shall process
immediately the payment of the remaining amount.

The Commission shall have the right to recover excessive bank balances which have remained unused
for more than twelve months. Before exercising this right, the Commission shall invite the IPA 11
beneliciary to give reasons for the delay in disbursing the funds and to demonstrate a continuing need
for them within the next following two months.

Interest generated by the bank accounts used for this Programme shall not be due to the Commission.

Following Article 33(4) of the FFPA, when the time limit for payment request is interrupted by the
Commission for more than two months, the IPA Tl beneficiary may request a decision by the
Commission on whether the interruption of time limit is to be continuced.

The certified final statement of expenditure referred to in Article 36(1)(a) of the FFPA shall be
submitted by the NAO no later than sixteen months after the end of the eligibility pertod.

Article 7 - Interruption of payments

(1)

Without prejudice to the suspension or termination of this Financing Agreement according to Articles
18 and 19 respectively, as well as without prejudice to Article 38 of the FFPAL the Commission may
interrupt payments partially or fully. if:

(a) the Commission has established. or has serious concerns that the [PA 11 beneficiary has committed
substantial errors, irregularitics or fraud questioning the legality or regularity of the underlying
particular transactions in the implementation of the Programme. or has failed to comply with its
obligations under this  Financing  Agreement, including  obligations  regarding  Strategic
Communication and Public Diplomacy;

(b) the Commission has established, or has scrious concerns, that the 1PA [T beneficiary has committed
systemic or recurrent errors, irregularities, fraud or breach of obligations under this or other
Financing Agreements, provided that those errors, irregularities, fraud or breach of obligations have
a material impact on the implementation on this Financing Agreement or call into question the
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reliability of the IPA T beneficiary's internal control svstem or the legality and regularity of the
underlying expenditure,

Article § - Recovery of funds

(1) In addition 1o cases referred 1o in Article 40 of the FIPA, the Commission may recover the funds from

the IPA 1T beneficiary as provided in the Financial Regulation. in particular in case of:

(a) lailure to ensure achievement of the objectives and results of the Programme as set out in Annex I;

(b) failure to ensurc the use of assets and outputs for the intended purposces set out in Annex I;

(¢) non eligible expenditure;

(d) non respect of the co-financing rate, as provided i Annex I;

(¢) cxpenditure incurred as a result of crrors, irregularitics, fraud or breach of obligations in the
implementation of the Programme, in particular i the procurement and grant award procedures.

(N weakness or deficiency in the management and control systems of the IPA III beneficiary which
leads to application of financial correction.

(2) In accordance with national law, the NAQ shall recover the Union contribution paid to the 1PA 111

beneficiary from recipients who were in any situation defined in paragraph (1) points (b) or (d) of this
Article or referred 1o in Article 40 of the FFPA. The fact that the NAO doces not succeed in recovering
all or part of the funds shall not prevent the Commission from recovering the funds from the 1IPA 111
beneficiary,

Amounts unduly paid or recovered by the IPA 11 beneliciary, amounts from financial, performance,
and pre-financing guarantees lodged on the basis of procurement and grant award procedures,
amounts from financial penaltics imposed by the IPA 11 beneficiary on candidates, tenderers,
applicants, contractors or grant beneficiaries. to the IPA T beneficiary shall be either re-used for the

Programme or returned to the Commission,

Article 8a — Financial corrections and closure

Further to Articles 42, 43 and 47 of the FFPA. supplementary guidance on the examination and acceptance
of accounts procedure, including financial corrections. and closure shall be provided by the Commission.

Article 9 - General principles for selecting operations

(1)

The selection procedures shall satisfy the principles of transparency., cqual treatment and non-
discrimination. They shall prevent any conflict of interest and ensure stakeholders involvement and
public access o information.

The Scctoral Monitoring Committee shall consider and approve the gencral criteria tor seleeting the
operations referred to in Article 10 within six months of the entry into force of this Financing
Agreement and approve any revision of those eriterta in accordance with programming needs.

Pursuant to Article 33(7) of the FFPA. the Commission may co-chanr the meetings of the Sectoral
Maonitoring Commuitlees,

The IPA TIT bencficiary shall ensure that operations are sclected for funding and approved in
accordance with the criteria and mechanisms applicable to the Programme, including relevant

Operational Programme, and that they comply with the relevant Union and national rules.
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Article 10 - Opevation identification sheet

(1) For any operation not falling under the definition of major project referred 1o in Article 3(1) and Article
16(6) of the FFPA, the IPA 111 beneficiary shall establish an identification sheet tor cach operation
selected for Union co-financing under the Programme.

(2) The operation identification sheet must contain inter alia the following clements:

(a) identification of the operation and the organisation responsible for its implementation;

(b) a summary description of the operation and the demonstration of its compatibility with the
programme;

(¢) implementation arrangements, risks and assumptions;

(d) expectled outputs, results and impact, including contributions 1o horizontal themes;
(¢} links with other IPA, IPA 1l and IPA TII programmes;

(N financing arrangements and estimated budget; and

(g) procedures foreseen for tenders and contracts.

The template for the Operation ldentification Sheet is set out in Annex VIIL

(3) The IPA I beneficiary shall transmit a copy of the operation identification sheet to the EU Delegation,
which after consultation with DG NEAR, will send its opinion. Once a positive opinion on the
operation identification sheet has been issued, the project can be approved by the IPA T1I beneficiary.

(4) Where the nature of the operation justifies it, the Commission may decide 1o request the IPA I
beneficiary to apply Article 11 to a particular operation and to prepare an application form, in

accordance with the templates set out in Annex VI to this Financing Agreement,

Article 11 - Major project and bilateral agreement

(1) Pursuant to Article 16(6) of the FFPA, major project applications shall be submitted to the Commission
for assessment using the Major Project Application template (Annex V).

(2) The Commission assessment shall define the physical object and the cligible expenditure. The
Commission assessment shall be concluded either by an exchange of letters (respectively the
submission of the major project application by the IPA [ beneficiary and the reply from the
Commission approving it) or by the signature of a Bilateral Agreement with the IPA IIT beneficiary.
laying out the individual clements and requirements that are specific to the project.

(3) The Bilateral Agreement or exchange of letters shall, as a mimimum. contain the following information:
(a) the project name;
(b) identification of the project location;
(¢) o concise description of the project, broken down. as necessary. mto individual components;

(d) details of the authority responsible for the project application. the body responsible  for
implementation, the contracting authority, and the recipient;

(¢) details of any International Financing Institutions (1F1s) or other donors involved in the project;
() specific project objectives;

(g) a summary of the main results of the economic and social cost benetit analysis;

(h) a summary of the financial analysis;

(i} o summary of the main findings of the environmental impact assessment:
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(1) the otal estimated value of the project. as well as an indicative breakdown of the value of individual
project elements:

(k) the estimated total chgible and non-chaible project costs, total public expenditure, the Union
financial contribution and the co-tinancing rate applicable to the eligible expenditure:

(1) any specific conditions related to the project:

(myan indicative procurement schedule indicating the specific types and estimated values of contracts to
be tendered out and, in case of parallel co-financing with IF[s, the identification of the contracts to
be financed by the IFIs. as well as an indication of the date of the start of the tender procedure;

(n) an indicative implementation schedule:

(0) an indicative list of key indicators to be used to demonstrate the achievement of the aims of the
project;

(p) the date from which expenditure is cligible.

(4) The procurement procedure for a major project can be launched by the TPA 11 beneficiary alter entry
into force of this Financing Agreement. No procurement contract for a major project can be signed prior
to the entry into force of the Bilateral Agreement or the conclusion of the exchange of letters approving
the major project application.

(5) Modifications of approved major projects are subject 1o the limitations and conditions sct out in the

Bilateral Agreement or exchange of letters.
Part Two: Provisions applicable to this Financing Agreement as a whole,
irrespective of the management mode
Article 12 - Eligibility period
(1) The eligibility period is the period in which all operational activities of the Programme are completed.
The duration of this period is stipulated in Article 2(2) of the Special Conditions.

This period shall be reflected in the agreements to be concluded by the IPA T beneficiary and by the
Commission in the implementation of this Financing Agreement, in particular in contribution
agreements, procurement contracts and grant contracts.

(2} Unless provided otherwise in Article 7 of the Special Conditions. contracts and addenda signed,
cxpenditure incurred, payments made by national authorities as well as any other costs related to the
activities of the Programme, shall be ¢higible for EU financing only if they have been incurred during
the eligibility period. without prejudice o paragraph (3) of this Article.

(3) In the case of major projects. the starting date of the chgibility period 1s the date of the Commission’s
approval of the major project as set out in a Bilateral Agreement or an exchange of letters.

(4) Pursuant to Article 29(3)(b) of the FFPA, and without prejudice to Article 28 thereot and Article 7 of
the Special Conditions, the following expenditure incurred by the IPA 11 beneliciary shall not be
cligible for funding under this financing agreement:

a)  bank charges, costs ol puarantees and sumilar chavges:,
b) fines and financial penalties:

¢) expenses of litigation:

d) currency exchange losses:

e) debts and debt service charges (interest);
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3 provisions for losses, debts or potential future labilities;
g)  credits to third parties, unless otherwise specified in the special conditions:
h) negative interest charged by banks or other financial institutions.

(3) A procurement contract, grant contract or contribution agreement which has not given rise to any
payment within two years ol its signature shall be automatically terminated and its funding shall be de-

committed, except in case of litigation before judicial courts or arbitral bodics.
Article 13 - Permits and authorisation

Without prejudice to Article 27 of the FFPA. any type of permit and/or authorisation required for the
implementation of the Programme shall be provided in due time by the competent authorities of the [PA 111
beneficiary, in accordance with national law,

Article 14 - Reporting requirements

(1) For the purpose of the general reporting requirements to the Commission sct out in Article 59 of the
FFPA on the annual report on the implementation of IPA TIT assistance, the NIPAC shall usc the
template provided in Annex 111,

(2) For the purpose of Article 60 of the FFPA, the NIPAC shall submit a final report to the Commission on
the implementation of the activities implemented under indircet management by the [PA I beneficiary
of this Programme at the latest sixtcen months afier the end of the cligibility period. The NIPAC shall
use the template provided by the Commission.

(3) For the purpose of Article 61(1) of the FFPA the NAO shall provide by 15 January of the following
financial year in clectronic format a copy of the data held in the accounting system established under
Article 4(4). This should be supported by a signed un-audited summary financial report in accordance
with point (c¢) of Annex III,

(4) For the purpose of the specific reporting requirements under indireet management set out in Article
61(2)(a) and 61(3) of the FFPA, the NAO in the IPA 111 beneficiary shall use the templates provided for
in points (a) and (b) of Annex IV,

Article 15 - Intellectual property rights

(1) Contracts financed under this Financing Agreement shall ensure that the IPA 111 beneficiary acquire all
necessary intellectual property rights with regard o information technology, studics, drawings, plans,
publicity and any other material made for planning. implementation. monitoring and evaluation

purposces.

(2) The IPA [T beneficiary shall guarantee that the Commission, or any body or person authorised by he
Commission, shall have access and the right to use such a material. The Commission will only use such

material for its own purposes.
Article 16 - Consultation between the IPA 11 beneficiary and the Commission

(1} The IPA I beneficiary and the Commission shall consult each other before 1aking any dispute relating
to the implementation or interpretation of this Financing Agreement further pursuant to Article 20.
(2) Where the Commission becomes aware of problems in carrying out procedures relaling to the

implementation of this Financing Agrecement. it shall establish all necessary contacts with the [PA 111
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beneliciary o remedy the situation and take any steps that are necessary.

(3) The consultation may lead to an amendment, suspension or termination of this Financing Agreement,

(4) The Commussion shall regularly mform the 1PA U1 benelictary of the implementation of activities

deseribed in Annex 1, which do not fall under Part One of these General Conditions.

Article 17 - Amendment of this Financing Agreement

(1) Any amendment of this Financing Agreement shall be made in writing, including by an exchange of

letters.

(2) If the IPA T beneficiary requests an amendment, the request shall be submitted to the Commission al

lcast three months before the amendment is intended to enter into force, except in duly justified cases.

(3) The Commission can amend the documents in Annexes III - VII without this necessitating an

amendment to this Financing Agreement. The 1PA 11 beneficiary shall be intormed in writing about

any such changes and their application.

Article 18 - Suspension of this Financing Agreement

(1) The Financing Agreement may be suspended in the following cases:

(a)

The Commission may suspend the implementation of this Financing Agreement if the IPA 111

beneficiary breaches an obligation under this Financing Agreement;

(b) The Commission may suspend the implementation of this Financing Agreement if the 1PA 11

(N

beneficiary breaches any obligation set under the procedures and standard documents referred to in
Article 18(2) of the FFPA;

The Commission may suspend the implementation of this Financing Agreement if the IPA 11

beneficiary does not meet requirements for entrusting budget implementation tasks;

The Commission may suspend the implementation of this Financing Agreement il the 1PA 11

beneficiary decides to suspend or cease the EU membership accession process;

The Commission may suspend this Financing Agreement if the IPA 11T beneficiary breaches an
obligation relating o respect for human rights, democratic principles and the rule of law and in
serious cases ol corruption or if the TPA 11T benehciary is guilty of grave professional misconduct
proven by any justificd means. Grave professional misconduct is 10 be understood as any of the
following:
= a violation of applicable laws or regulations or cthical standards of the profession to which a
person or entity belongs, or
= any wronglul conduet of a person or entity which has an impact on its prolessional credibility
where such conduct denotes wrongful intent or gross negligence.
This Financing Agreement may be suspended in cases of force majeure. as defined below. "Foree
majewre” shall mean any unforeseeable and exceptional situation or event bevond the parties’
control which prevents cither of them from [ulfilling any of their obligations, not attributable to
crror or negligencee on their part (or the part ol their contractors, agents or employees) and proves
imsurmountable i spite of all due diligence. Detects in equipment or material or delays in making
them available. labour disputes, strikes or hnancial difficulties cannot be invoked as force majeure.



IPA N Financing Agreement for Muliiannual Operational Programmes - Annex 11 General Conditions (version: Tanuary 2024)

A party shall not be held in breach ol s obligations it it is prevented from fulfilling them by a case
of force majeure of which the other party is duly informed. A party faced with force majeure shall
inform the other party without delay. stating the nature. probable duration and foresceable effects of
the problem. and take any measure to minimise possible damage. If force majeure impacts only part
of the Programme, the suspension of the Financing Agreement can be partial, Neither of the Parties
shall be held liable for breach of its obligations under this Financing Agreement if it is prevented
from fulfilling them by force majeure, provided it takes measures to minimise any possible damage.

(2) The Commission may suspend this Financing Agreement without prior notice.
(3) The Commission may take any appropriate precautionary measure before suspension takes place.

(4) When the suspension is notified, the consequences for the on-going or to be signed procurcment

contracts, grant coutracts and contribution agreements shall be indicated.

(5) A suspension of this Financing Agreement is without prejudice to the interruption of payments and
termination of this Financing Agreement by the Commission in accordance with Article 7 and Article
19.

(6) The parties shall resume the implementation of the Financing Agreement once the conditions allow with
the prior written approval of the Commission. This is without prejudice to any amendments of this
Financing Agreement which may be necessary 1o adapt the Programme to the new implementing
conditions, including, if possible, the extension of the cligibility period, or the termination of this
Financing Agreement in accordance with Article 19.

Article 19 - Termination of this Financing Agreement

(1) If the issues which led to the suspension of this Financing Agreement have not been resolved within a

maximum period of 180 days, cither party may terminate the Financing Agreement at 30 days' notice.

(2) When the termination is notified, the consequences for the on-going procurement and grant contracts,
contribution agreements and such contracts or grants, and contribution agreements to be signed shall be
indicated.

(3) The termination of this Financing Agreement shall not preclude the possibility of the Commission 1o

make {financial corrections in accordance with Articles 43 and 44 of the FFPA.
Article 20 — Applicable law, settlement of disputes

(1) This Agreement is governed by EU law,
(2) If a dispute concerning the interpretation, application or validity of the Agreement cannot be scttled
amicably, it shall be settled by arbitration in accordance with the 2012 PCA Arbitration Rules, subject
1o the following:
(2) Panel composition
For claims of EUR 500 000 or above: the panel shall be composed of three arbitrators. Each party
shall appoint one arbitrator within 40 calendar days after the notice of arbitration has been sent. The
two arbitrators appointed by the partics shall in turn appoint a third arbitrator to act as presiding
arbitrator.
For claims below EUR 500 000: the panel shall be composed of one arbitrator, unless the partics
agree otherwise.

If the panel is not composed within 80 calendar days after the notice of arbitration is sent, either
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party may request the PCA Seerctariat or other mutually acceptable other neutral authority
appoint the necessary arbitrator(s).

(b)y Scat

(¢)

(d)

{c)

The seat of the arbitration panel shall be The Hague. Netherlands.
Language

The language of the proceedings shall be English or another mutually aceeptable official language
of the European Union. Evidence may be produced in other languages, if agreed by the parties.
Procedure

Recourse Lo interim measures, third party interventions and amicus curiac interventions is excluded.

If the panel is requested by a party to treat information or material confidentially, the decision shall

be made in form of a reasoned order and after hearing the other party (10 calendar days to submit

observations). The panel shall weigh the reasons for the request, the nature of the information and

the right to effective judicial protection. The pancl may in particular:

- make disclosure subject to specific undertakings or

- decide against disclosure, but order the production of a non-confidential version or summary of
the information or material, containing sufficient information to enable the other party to
express its views in a meaningful way,

If the panel is requested to hear the case in camera, the decision shall be made after hearing the

other party (10 calendar days to submit observations). The panel shall take into account the reasons

lor the request and the objections of the other party (if any).

I the panel is requested to interpret or apply European Union law, it shall stay the proceedings and

request the *President of the High Court of Paris” (Président du Tribunal de grande instance de Paris,

“juge dappui’), in accordance with Articles 1460 and 1505 of the French Civil Procedural Code to

request a preliminary ruling from the Court of Justice of the European Union in accordance with

Article 267 TFEU. The proceedings before the arbitral tribunal shall resume once the decision by

the juge dappui is taken, The decision of the Court of Justice and of the juge d’appui shall be

binding on the panel.

The arbitral award shall be final and binding on the parties and be carried out by them without

delay.

Either party may however request that the award is reviewed by the The Hague Court of Appeal

(Gerechtshof Den Haag) on the basis of the applicable national law. In this case, the award shall not

be considered final unul the end of this procedure. The decision by the reviewing court shall be

binding on the pancl.

Costs

The costs ol arbitration shall consist of:

- the fees and reasonable expenses of the arbitrators

- reasonable costs of experts and witnesses as approved by the panel and

s the fees and expenses of the PCA Scerctariat for the arbitration proceedings (e.g. catering.,
providing for clerks, room, mterpretation).

The arbitrators™ lees shall not exceed:

- EUR 30 000 per arbitrator if the contested amount is below EUR 1 000 000

- 13% of the contested amount i that amount 1s above EUR 1 000 000. In any case the
arbitrators” fees shall not exceed EUR 300 000.

The costs of arbitration shall be borne by the parties in equal share, unless otherwise agreed.
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The parties shall bear thetr own costs of legal representation and other costs mcurred by them in
relation to the wbitration,

() Privileges and immunitics
The agreement to pursue arbitration under the 2012 PCA Arbitration Rules does not constitute and
cannot be interpreted as a waiver of privileges or immunities of any of the partics, to which they are

cntitled.

Article 21 — EU restrictive measures

(N

(6)

(7)

Definitions

(a) "EU Restrictive Measures” means restrictive measures adopted pursuant to the Treaty on European
Union (TEU) or 1o the Treaty on the Functioning of the European Union (TFEU).

(b) "Restricted Person” means any entities, individuals or groups of individuals designated by the EU
as subject 1o the EU Restrictive Measures®.

[n all their relations, the Partics recognise that under EU law no EU funds or economic resources arc to
be made available directly or indirectly 10, or for the benefit of, Restricted Persons.

The IPA I Beneficiary shall ensure that no transaction subject to a verified hit against the EU
sanctions list shall benefit directly or indirectly from EU funding. The IPA 111 Beneficiary commits 1o
ensure this obligation:

(a) by screening for hits against the EU sanctions list, before entering into, and before making
payments under, the relevant agreements, each Contractor, Grant Beneficiary, and Final Recipient
with whom the IPA 11T Beneficiary has or is expected to have a direct contractual relationship
(direct recipient), so as 1o assess whether such recipient is a Restricted Person.

(b) by screening or through other appropriate means (that may include an ex-post verification) on a
risk based approach basis, that no entity that would indirectly receive EU funding is a Restricted
Person,

I the event that [PA U Beneticiary assesses that any of the recipicnts (direct or wndirect) of the EU
funding is a Restricted Person, 1PA 1T Beneficiary shall promptly inform the Commission.

Without prejudice to the obligation in point 3 above, should the Commission assess that the use of
Union financial assistance under 1PA I results or has resulted in a breach of EU restrictive measures,
the corresponding amounts shall not be eligible for the Union financial assistance under IPA 111. This is
without prejudice to any rights that the Commission may have to suspend or terminate the action
affected by such breach. 1o recover any EU funding contributed by the Commission. or to suspend or
terminate this financing agreement.

The determination of remedial measures will be made in accordance with the principle of
proportionality. Remedial measures shall apply only o the EU funding made available to, or for the
benetit of, a recipient for the period during which it remained a Restricted Person.

This clause is without prejudice to the exeeptions contained in the EU Restrictive Measures.

T www.sanctionsmap.cu. The sanctions map is an IT (ool tor identifying the sanctions regimes. The source of the

sanctions stems from legal acts published in the Official Journal of the European Union (OJ). In case of discrepancy
between the published legal acts and the updates on the website it is the OJ version that prevails,
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Model of the annual report on the implementation of the Instrument for Pre-accession
Assistance submitted by the National IPA Coordinator

(in accordance with Article 59 of the Financial Framework Partnership Agreement)
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Pertod covered by the report:
01/01/20XX-31/12/20XX
Report issued on XX/XX/20XX

Annual Report on the implementation of Instrument for Pre-Accession assistance in
direct and indirect management by <IPA beneficiary>

I. Executive Summary

This section should highlight main overall findings as reported in Scction 11, focusing on:

- Progress in reaching objectives of the overarching IPA strategic documents (IPA 11
Country Strategy Papers and IPA 11l Programming Framework)

- Main achievements and challenges in programming and implementation and corrective
actions taken, including follow-up to most relevant monitoring, evaluation and/or audit
recommendations

- Complementarity with multi-country actions and other donor support (including Team
Europe, if relevant)

- Main achievements with communication and visibility activitics

- NIPAC’s main recommendations for the coming period

I1. Implementation of IPA assistance per IPA 111 Window/thematic priority and IPA
II Sector

The information provided in this section should be based on/ linked with information provided
in table 1 below.

This scction should include a summary per Window/thematic priority (IPA 111 assistance) and
per sector (IPA I assistance) organised as follows:

IPA II Sector: <names(s) of the sector'>

IPA I Window: <number and name of the window> / Thematic priority: <name(s) of
the thematic priorities®™

The following information should be provided:

. Involvement of IPA bencficiary in programming

2. Progress made in implementation to achieve the objectives as outlined in key strategic
and programme documents (relevant outcome/output indicators should be provided in
Annex 1)
Problems encountered in implementation and corrective measures taken and/or plannced,
and recommendations for further action, in order to ensure sustainability?

"l

As per the sectors in the Action Documents, ¢.g. Rule of Law, Transport. Lnerey. cte.

* As per IPA 1 Programming Framework

' Sustainability refers to the extent to which the benefits/results (outputs and outcomes) achieved are likely to
continue beyond its implementation period. In particular, key factors affecting sustainability are the ownership of
the benehictaries. the institutional management capacitics, and the resources committed to provide for the operation
and maintenance of the results,
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4, Mamn monitoring, evaluations and/or audit findings and their follow-up

5. Complementarity with other instruments and coordination with other donors/ [FI's within
the Window/thematic priority (IPA 111) or sector (IPA 11) (e.g. through Team Europe)

6. Assessment of the impact of IPA assistance in improving sector approach, including
scctor strategics, institutional capacities and budgeting and the extent to which their
coherence is ensured with national strategic policy planning and budgeting frameworks.

7. Communication and visibility activitics

In casc of indirect management by beneficiary country (IMBC), the following information
should also be included:
8. Information on the implementation of actions
9. Short assessment on the functioning of implementing structures and any significant
problems encountered in implementing the tasks entrusted e.g. delays in contracting, and
subscquent measures taken/planned.
10. Implemented monitoring, evaluation and/or audit activities, audits — main findings and
lessons learned, recommendations, follow-up and corrective actions taken

IPA Rural Development (IPARD) programmes should be covered as a separate section under
[PA 1II Window 4 / IPA II scctor on agriculture and rural development. Since IPARD
programmes arc subject to separate reporting, the section should only include a summary on
the overall progress with implementation and highlight the most relevant issues. The key
information should also be highlighted in the executive summary (as relevant).

IPA 1I operational programmes should be covered under the relevant sector providing
information on points 1-10 (as relevant). IPA 11T operational programmes should be covered
under the relevant thematic window and include only a summary on the overall progress in
implementation and highlight the most relevant issues. The key information should also be
highlighted in the executive summary as relevant. IPA 11l operational programmes will be
subject to a more detailed reporting according to a reporting template that will be annexed to
the Financing Agreecments.

Territorial cooperation programmes should be covered under IPA [II Window 5 / IPA 11
sector on territorial and regional cooperation. This section should give a very brief overview of
the territorial cooperation programmes where the IPA beneficiary participates:

e For Interreg cross-border cooperation (CBC) programmes with Member States
and Transnational and Interregional cooperation programmes, a maximum onc¢
paragraph per programme, indicating overall progress in implementation (c.g.
programme adopted/not adopted, calls planned, etc.) and highlighting the most relevant
issues in implementation.

e For CBC programmes between IPA beneficiaries. a maximum half a page summary
per programme, providing an overview of the implementation (e.g. programme
adopted/Joint Monitoring Committee sct up/ JMC meetings on the reporting period, call
for proposals closcd/ongoing/planned and Strategic projects (if any). The summary
should focus on the problems encountered in implementation and the corrective
measures taken and/or planncd, and recommendations for further action. The annual
implementation reports for CBC (as referred to in Article 80 of the Financial Framework
Partnership Agreement) should be included as an Annex.

greement for Muluannual Operational Programmes - Annex [ Annual Report template (version: January 2024)
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In case of IMBC, the following information should also be included by the Lead
country):

1. Short asscssment on the functioning of implementing structures and any
significant problems crnicountered i implementing the tasks entrusted e.g. delays
in contracting. and subscquent measures taken/planned.

Recommendations for further actions

[~



W

suonou
19110} 9A1IILI0D 10§ SUOIIEPUIWLOIIY

BN

a8vyand Apjiny yriof oy i SUIBD MD] [D20] D JO JUdWPUIUD 5D

$941390(q0 213 Jo JuSWAAIIYDE
213 pue uonrejudwddul a.anyny RuUINpJuI
jerp) sYSLL paynuapt do/pue syudtudopaad(

WY} SS2APPY
O1 UOYD] SOANSDIN PUD SDYLIDINBI.LI PaIfIuapl o/pun SSuIpUY 11pny 2q1LI2Sa(J “(HOyPIIIS ADIUIS D
SUIOIAIN0 O UIYD] S2UNSDIUL PUD SUONID ADUI0 YIIM Pa.ndit0d) SULLIDI2.1 241 Sitid]qod Ul 4d1f1dYM
HO SISAJDUD UD 1N L21{)050] SAD]OP 40 SUOSDAL fO JUINISSISSD YSNO40Y] D IPINOAf "DFINT 10

payounvi-a.1 oq 01 puiyf pun pajnf aanpaso.d pajnijosai
UL SO PAADIIP SO IIDAUOD SYA0M ) 410 YO fo uoyvivdaad iy} 10f 100431100 231ALS Y] 5D

W) SSQUPPY O] SAUNSPIUL IN1DD.1I0D
pun US| Surouvil.y ayl fo suonipuod ayy yim Gdwod o; swajqo.d iuajod duv auing

WALy} W0d.10A0 0) pduue|d/udye) saanseaw
) pue PaIdIUNCIUD swd[qo.ad JuedIusIg

$a21128 2ygnd 1of SUazNID 01 §5220D 421sHf Stipino.d ‘paidopn [xXx] 1o mp] Mau v 82

‘SULIOJD.1 0] HONNGLIJUOD PUD IIUDISISSD V[T JO S1ifauaq aifi auijimng

JUDTUSSISSE 1Y) PUE SHUIWDIAIIIL UIB]A]

uois.oA 11 211 0] paavdiod upyd juawa.120.id
oy Jo noyvudwapduy ay fo jdMISSaSSY UV IPIAOLg uonviuawdil Jo 2ovd aifi U0 SISAIHUD
up pup spiig 1of jsanhay yns papnugns 1spda.aof ayp yim uostivduiod v apinoid JFINT 10-]

D12 C1)Z JO HaLivnh pruodas aiyj w1 payd2unn} 2q 0} JOVAIU0D SYA0M L0f 4dpud) ‘uoNDIUIWD|dIu]

dOpUN pun  Pausis jonquod syom ai} 1of yoy fo uvonvuvdoid .10f 10041103 2214428 ‘52

“UONIY 211 AIPUN SDITIALOD [0 10N W] O JUIUISSISSD UD IPIAOAf

(payordwod ‘uoneyudtudduut

19pun ‘pajoeajuod ‘paydune|

1opud) ‘uoneaedaad ur o -3'2) uonpoe
aemonaed o) ssaasoay /Lepd jo aje)g

XXX 1IN ADPAOG 0) XXX W0.1f U] ADWID.L 2] fO 10»21f1.4199]H] 32 [aduaaafas puv api HoyOY [

-

unjd wonoy [Ny XX()7 82 fjuaaasSy suiduvulyf

[0AD] uUondL a1} Je uoneIUIWI AUl JO AMDIAIIAQ ] QL

(+z0z Aenuep tuotsioa) aepduny woday [enuuy 1] ¥auuy - sawweifol [puonesad) [enuuenniy 10§ UAWIAFY SuduLuL| |1 Vi



9

suonde
J9YJ.1NJ DA1III.LIOD .10] SUOIJEPUIU0IIY

$3A1392[qo 243 Jo JudwdAdIYIL
a) pue uoneyudwa[dwl 2.anyny dduUIN[JUI
ey SYSL1 paynuapt do/pue sjudtudojoasq

way)
AW02.19A0 0) pauuejd/udye) saanseaw
2] pue s¥se) pasn.ud o) sunudwdjduul
ul pa.unodud swajqod juedyiusig

JUDUSSASSE AD) pUL SJUIWIAIINIE UIB A

(parordwod ‘uonejudwajduul

A9pun ‘pajaeaiuod ‘payoune]

1apud) ‘uonuaedaad ur Yo, °8'9) uonoe
aepnanaed oj ssaagoag /Aerd jo ajelg

[aouaaafar pup apn wonoyf

11212043y Sutduviiyf

(+TOT Atenuep tuoisiaa) sedwan woday) [enuuy ([ xauuy - sawwesdol [euoneiadoy [enuue

JAUDSSAIAU S S2|QI AUV S PP

NN 0] TUAWAAIRY TulduRuL] |1} Vel



[ o sn
saour Lupi s» ppy]

unpd
HONID DAY XX

) o110 iy Aaopad e U UONIY enuue
IR 98 AN anuway |, MORILSY Ny /[Enuuy

(xx07)
A JUILIND

s.ojedpul 11 VdlI

[ maapaa sn
st Lunt s ppi]

atetnasond
oAty ] HOUDP HONID [DRLUDI I

XXX

mdmo fo nun
4ad 51503 HouBLIGASUD PaINPIY

PO LIodsub. Ag 201120
RGN Ao 122a02G S4a5udssDd reodsun [ wousp
Jo a1y jaan.a) 2504240 JO HOLINPIY

s o.d
HONID JDIUND XX()T

o - o::_:“._uc.:_
(xx07) 1odau (xx07) ; ; . ey

dav ) auiaseg aaunog J0je3pI] 101398 uondy uondY [enuue
SIE A JUALIN D AUMISIATY R

s10)edPUL [ VdI

SUOIIPUL [] V] 10f AJ10 paisonba.t a.4n

SAUOSI) N [DIf] PAIOU 2G PPIOYS Jf "NO0Jaq [apoitl 2if] O) SUIPLOIIV SUONID [[] V[ PuD SUONID [[ V] 0f sajqul an.ndas yjin "Cvdifouaq [1f V]
YY) AG PSI WSS UO1IDD]]0D DIDP dUNUO UD 10 [22X5] U1 paunda.id Ajqu.aafa.ad aq pinoys Xouun ai [ “JHdWISVUDI JD2.11PUT PUD 122.01P UL Y10G SHOIIOD
SULIDAOD "SJUNUNIOP UONID [[] V[ PUD SN0 HONOD KUDUUNS [] FJ] U1 papnott SA0I021pul fo 2)ppdn jonuity up apnjoul ppos xau)s sy}
uonde yJJ 1od saojedipur jndynopwodnng | xouuy

(£TOT Atenuef tuoisiaa) aeydway 1oddy fenuuy B1f xauuy - sawweiosd jeuonesad jenuueningy o) wawandy Tuouew g 11 Vdl



IPA T Financing Agreement for Multiannual Operational Programmes - Annex 11 Annual Report template (verston: January 2024)

Annex 2: Transparency, visibility, information and communication activities

This «ainex (max one page) should be provided only for actions managed in indirect
management in line with requirements set out IPA I Framework Agreement and 1PA 111
Financial Framework Partnership Agreement.

Annex 3: Success stories

This Annex should be provided only for actions managed in indirect management. (N.B. this
section may be used for the annual report on the implementation of the European Union's
external action instruments prepared by the European Conunission)

Annex 4: Annual procurement plan
This annex should be provided only for actions managed in indirect management.
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IPA I Finaneing Agreement for Multiannual Operational Programmes — Annex [V: Acerual Based Accounting System
Minimum Specification (version: January 2024)

Annex [V to the Financing Agreement
Accrual Based Accounting System Minimum Specification

The accounting system of the IPA 1 beneticiary shall meet following requirements:

1. Reflect the organisational structurc put in place for the internal control systems suited to
the performance of duties. In particular before an operation is authorised, all aspects (both
operational and financial) of the operation have to be verified by members of staft other
than the one who initiated the operation. The person dealing with the verification cannot
be subordinated to the initiator of the transaction.

[

Include an audit trail for all transactions and amendments.

Possess adequate physical and clectronic security including back-up and recovery
systems.

"

4. The accounting system should hold at least the following information for the local
contracts managed under each programme:

(a) Contract reference;

(b) Contract value including any amendments;

(¢) Contract signature dates (both partics);

(d) Contract implementation start date;
This is in addition to the contract signature date and may differ from it, as when the
contract works start date is given after the signature of the contract through an
Administrative Order.

{¢) Contract implementation end date including any amendments;

This 1s the final datc on which eligible costs can be incurred. It does not include any
guarantee period or time allowed for report preparation by the contractor.

() Total paid (cash) by contract;
(g) Pre-financing paid by contract;

Explicit recognition and recording on the balance sheet of contractually required pre-
financing.



IPA T Financing Agrcement for Multiannual Operational Programmes - Annex [V: Acerual Based Accounting System
Minimum Specilication (version: January 2024)

(h) Cost recognised — direct (by contract):

Explicit recognition of cost as a charge to expenses for the year. Some payments will
dircetly cover costs already incurred. No pre-financing is involved. They may be final
payments where any pre-financing has already been cleared or interim payments
where pre-financing has been cleared or where the contract docs not include the
provision of pre-financing.

(1) Cost recognised — indirect (by contract);

Explicit recognition of cost as a charge to expenses for the year. Some invoices or cost
claims submitted by a grant beneficiary or contractor will relate to costs that are
covered by pre-financing paid earlier in the implementation period of the grant
agrcement or contract. In these cases, the payment made will be less than the reported
cost. It may cven be zero if all the cost is covered by pre-financing. (it will certainly be
zero if the reported costs are insufficient to absorb the pre-financing and a recovery
order is issued for the unused balance of the pre-financing.) In all such cases the
system should record the full value of the reported cligible cost as expenses for the
year and reduce the balance of pre-financing by the amount of cost offset against the
pre-financing when determining the amount payable.

(j) Recovery orders to reduce pre-financing (by contract);

Recognition of the reduction of pre-financing on the balance sheet following a
recovery of unused pre-financing.

(k) Recovery orders to reduce cost (by contract);

When a recovery is made against cost that had carlier been accepted — possibly
following an investigation for fraud. In such cases the recorded costs for the year must
be reduced if the cost was accepted in the same year as the subsequent recovery; or
income must be recorded where the cost was accepted in an carlier year than that of
the recovery.

() Supplicr's invoice date for cach invoice or other document accompanied by a financial
report giving rise to recognised costs;

(m)Recovery context information on ineligible cost and recoveries.



IPA T Financemg Agreement for Multiannual Operational Programmes - Annex VI Major Project Application template

(version: January 2024)

IPA 111 - APPLICATION FOR MAJOR PROJECT!

1. SYNOPSIS

1.1. Project Summary Table

Project Title

| [title]

Multi-annual
QOperational
Programme

Multi-annual Operational Programme on [sector (s). i.e., environment] in
favour of [beneficiary country] for [years]

Adopted with Commission decision [# and date]

OPSYS/PINTV Ref : [# In case the Major projects will exist as separate
entities in OPSYS]

JAD Ref : [#]

ACT Ref': [#]

Basic Act/
Programming Ref.

Financed under the Instrument for Pre-accession Assistance (IPA 111)
IPA III Programming Framcwork

Economic and

[Yes/No]

Investment Plan
(EIP)

EIP Flagship <If yes, specify the thematic priority(ies)’ and the share of the Priority Area

(PA) %>

[Yes/No]

[Priorities: “Transport”, “Energy”, “Environment and climate resilience”,
“Digital”, “Economic development (incl. private sector, trade and
macroeconomic support)”, “Human Development (incl. human capital and
youth)”, “Health resilience”, “Migration and Mobility”, “Agriculture, food
security and rural development”, “Rule of law, governance and Public
administration reform’, *Other”.

Flagships: “I Connect East-West”, IT Connect North-South”, “III Connect
Coastal Regions™, “IV Renewable Energy, *“V Coal Transition”, “VI
Renovation Wave”, “VII Waste and Waste Water “VIII Digital
Infrastructure™, “IX Support Competitiveness”, “X Youth Guarantee™]

Team Europe Yes/No

Beneficiar(y)/(ies)

; The action shall be carried out in <Region>, <Country><location(s) if
of the action

available>

" How to fill in the application form;

Guidance in yellow = follow the guidance, enter the requested information or address the subject. then delete the guidance in
yellow with the brackets

Guidance in grey — choose the relevant options and delete the irrelevant ones.

 Priority arcas: 1) Transport (linked to 1PA 11 Tag "Sustainable Transport), 2) Energy (linked 1o IPA 11 Tag "Clean Encrgy”).
3) Environment and climate resilience (linked o IPA T Tag "Green Agenda™). 4) Digital (linked w IPA 111 Tag "Digital
Agenda”). 3) Economic development (inel. private sector, trade and macrocconomic support) (linked to IPA 111 Tag "Boosting
Private Scetor Development” and "Regional Economie Integration™). 6) Human Development (inel. human capital and youth)
(linked 1o 1PA T Tag "Human Capital” and "Innovation™), 7) Health resilience. 8) Migration and Mobility, 9) Agriculture,
tood sccurity and rural development, 10) Rule of law, governance and Public administration reform (linked w IPA 1T Tag "
Rule of Law. Good Governance and PAR", 11) Other,

*The share of the priority arcas should be linked 1o the NEAR EIP sub-tags: Transport, Energy. Environment and climate
resilicnee, Digital, Economic development (inel. private sector, trade, and macroeconomie support). Human Development (incl.
human capital and youth), Health resilience, Migration and mobility, Agriculure. tood sceurity and rural development, Rule
of law. govemance and public administration reform, Other.,



IPA T Financing Agreement for Multinnual Operational Programmes - Annex VI Major Project Application template
{version: January 2024)

| LI relevant, mention the extended gcographical coverage as indicated in
scction 1.3 below.

PRIORITY AREAS

Window and
thematic priority

Window: [#: name of the window]
Thematie Priority: [name of the thematic priority]

Sustainable _ Main SDG (1 only):
l).c\'c‘lo])mcnt Goals | iy pyer sienificant SDGs (up to 9) and, where appropriate, targets:
(SDGs)
DAC code(s)’ <Main DAC code — sector- percentage>
<Sub-code 1 — sector-percentage>
<Sub-code 2 — sector- percentage> etc.
Main Delivery <Channel 1><Channel code>
Channel @ example: World Bank - 44001
Targets <Please indicate (if relevant) to which spending target(s) this action is
contributing to (indicatively) >
O Climate
O Gender
O Biodiversity
Markers ? General policy objective Not Significant Main
(from DAC form) targeted objective objective
Participation development/good 0 O O
governance
Aid to environment O O O
Gender equality and women’s and a a O
airl’s empowerment
Reproductive, maternal, new-born O O O
and child health
Disaster Risk Reduction O O O
Inclusion of persons with (] a O
Disabilities
Nutrition® (] O O
RIO Convention markers Not Signiflicant Main
targeted objective objective
Biological diversity O a O
Combat desertification O O O
| Climate change mitigation O a O
Climate change adaptation a O O

! Development Assistance Committee {DAC) seetors (codes and deseriptions) are indicated in the first and fourth columns of
the tab “purpose codes™ in the following document: DAC and CRS code lists - OECD

" For guidance, see hiips: www oced.org development/ financing-sustainable-development/development-finance-standards/
Go 1o "Data collection and resources for reporters™. seleet Addendum 20 annexes 18 (poliey) and 19 (Rio) of the reporting
directive.

I an acton is marked in the DAC form as contributing to one of the general policy objectives or to RIO prineiples as a principal
objective or a significant objective. then this should be reflected in the loglrame matrix (in the results chain and/or indicators).

" Please cheek the Handbook on the OECD-DAC Nutrition Policy Marker.




IPA I Financing Agreement for Multiannual Operational Programmes - Annex VI Major Project Application template

(version: January 2024)

Internal markers 7 | Policy objectives |

and Tags

Naot
i
| targeted

Main
objective

Significant
objective

Digitalisation a O O

Tags®

digital connecuivity
digital governance
digital entreprencurship
digital skills/literacy
digital services

Connectivity

Tags
digital connectivity
energy
transporl
health
education and research

Migration

Reduction of Inequalitics

O0j0] oobooD (O ooooag
000 ODoooo g oooaao
000 ooooo |0 0ooooad

COVID-19

BUDGET INFORMATION

TOTAL project
cost

EUR [amount]

LU funding’

EUR [amount]

Budget Line

Budget line: [15.020201]

MANAGEMENT AND IMPLEMENTATION

Implementation

Indirect management with [name of the IPA III beneficiary]

included in the
Multi-annual
Operational

Programme'

modality

Decommitment Budgetary commitment [year n]: by 31/12/[year n+5]
deadline for each Budgetary commitment [year n+1]: by 31/12/[year n+1+5]
hudgefar y Budgetary commitment [year n+2]: by 31/12/[year n+2+5]
commitment

Budgetary commitment [year n+3]: by 31/12/[year n+3+5]
Budgetary commitment [year n+4]: by 31/12/[year n+4+5]
Budgetary commitment [year n+5]: by 31/12/[year n+5+5]
Budgetary commitment [year n+6]: by 31/12/[year n+6+5]
[last budgetary commitment can be at latest 2027]

Indicative eligibility
period

[31/12/n+5 from last budgetary commitment]

I'inal date for
implenienting the

[date as per the Commission decision of the multi-annual programme —should
be 12 years following the conclusion of the Financing Agreement]

Financing
Agreement
Managing Name:
Authority Address:
" These markers have a difterent scoperationale than the DAC codes. They are drawn from the level of budget allocation and

emphasis given o the action in terms main objective(s) selected. The definition of objectives. results, activities in deseription
of the action should be in line with this seetion.

S When a marker is Significant or Principal Objective, please indicate the relevant tags by selecting “YES™ or "NO™.
Y As requested by the Major Project Application
' As per the relevant Commission Decision




IPA 1 Finanemyg Agreement for Multiannual Operational Programmes - Annex VI Major Project Application template
(version: January 2024)

rcsponsihlc tor Contact: .
the application | Telephone: -
- | F-mail: B - - |
Intermediate ' Name:
Body ftor policy - Address:
management (if Contacl:
applicable) Telephone:
-mail:
Intermediate Name:
Body for financial Address:
management Conltact:
Telephone:
E-mail:
End recipient of Name:
the project Address:
(project owner Contact:
after Telephone:
implementation) Exail:

1.2. Summary of the Project - (max %2 page)

This section should provide a description of the overall and specific objectives of the action, its
indicative activities and how this action is relevant to achive the objectives of the Operational
Programme.

2. PROJECT DESCRIPTION

2.1 Intervention Logic and Chain of Result
211 Project Context
[Describe briefly how the region(s) is/are at present endowed with the type of infrastructure covered

by this application; compare it with the level of infrastructure endowment aimed for by target year
20XX. Summarise the main changes, which the project will bring.]

[Describe briefly the relevant  National Investments Planning and/or Sector Policy/Strategy presenting
the financing mechanism envisaged by the Government to implement this plan. and Indicate how this
project is prioritised/ranked in the national investment planning /single project pipeline (if applicable).
Indicate the synergies of the project with other local/regional/national or international
initiatives/projects]

[Describe the institutional arrangements foreseen for the implementation of the operation and current
capacitics of the institutions involved. Information on the management bodies the completed
infrastructures to be included in section 3.3.1.

[Include also details on sustainability of the Project, i.e., if and to what extent the benefits/results
(outputs and outcomes) achieved are likely to continue beyond its implementation period. In particular,
the section should include at least some of the key factors impacting on sustainability, such as the level
of ownership of the beneficiaries, their institutional management capacities, resources that they
commit to provide for the operation and maintenance of the results once the Project is completed.]

2.1.2  Project’s objectives, ouwtputs and project’s contribution to the Mulii-annual Operational
Programme



IPA I Financing Agreement for Multiannual Operational Programmes - Annex V1D Major Project Application template
{version: January 2024)

[Describe the specilic objectives and outputs of the project, and define the related performance
indicators and targets. In a concise and precise manner, make a link with the objectives of the relevant
Multi-annual Operational Programme and the indicators and targets defined in it''. Describe to which
indicators the project contributes to, and quantify this contribution.]

2,03 Transhoundary impact of the project

Yes No
Has the project any immc;i_izm: trans-border impact? (1)
Dees the projcct_l-l-;\-'_c impact on the EU? (2)
[s there any negative transboundary impact identified? (3)

[This section refers to all significant transboundary impacts, including environmental and health
impacts, both immediate and long-term impacts. With transboundraty it is meant “significant effects on
the environment in another state' (according to the EIA Directive)”.

[(1) If YES, describe the impact of the project beyond the borders of the beneficiary country and on the
EU. Focus on impacts on river basins, seas and land. In this context, projects influencing rivers flowing
to the seas of the European marine regions (i.e. the Mediterranean Sea and the Black Sea) should receive
priority attention. In case of waste and waste water treatment projects specify impact on large towns
and cities and on shared coastlines with the EU. For projects in Window 3. Thematic Priority 2:
Transport, digital economy and society, and energy explain if the project form part of a Trans-European
Network. Refer to any specific agreement with a neighbouring country or EU.

(2) If NO, explain why the project can be considered of EU interest.

(3) In case a negative transboundary impact has been identified, explain it in details and describe the
mitigation/restoration measures planned and part of the project. Refer to the procedure stipulated by the
Convention on Environmental Impact Assessment in a Transboundary Context (Espoo Convention). |

2.1.4. Gender Impuact of the Project

[Define if the project is gender sensitive. Was a gender impact analysis conducted? If yes, provide in
brief the outcomes of the analysis and specify the measures that have been identified to ensure gender
equality principle. If not, an explanation/justification should be provided.]

2.1.5  Romua inclusion
[Define if the project contributes to Roma inclusion and if so provide details. Are Roma part of the

targeted group? What are the specific measures identified? Were Roma needs considered in the impact
assessment?]

2.1.0  End users

[Describe the various groups of end users and their interest in the project.}

"' The project has to contribute to achieving the objectives of the relevant Multi-annual Operational Programme and its
indicators
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2.0.7 Commumication and Visibility

[Provide details of the proposed measures to publicise European Union assistance i.e. type of
measure, brief description, duration, ete. The estimated costs must be included in the financing plan.]
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3.2. Administrative Context and Requirements

[If not alrcady mentioned under 3.1, provide a list of legal and administrative documents
(decisions, authorisations, EIA, land acquisition, invitations to tender, permits, ete.) that would be
required for project implementation. Indicate which documents have already been obtained and
provide indicated dates lor obtaining the remaining documents. |

3.3. Project Feasibility and Maturity
[Summarise the methodology and the main findings of the preparatory phase.]
3.3 Feasibility studies
[Specity if the European Union assistance is/was involved in the financing of the feasibility studies]
[Description of the situation as it is (before the project) + problems encountered]
a) Demenid analysis

[Pravide a summary of the demand analysis, including the predicted utilisation rate on completion
and the demand growth rate.]

b) Options considered
[Outline the alternative options considered in the feasibility studies.]
Technical deseription of the proposed infrastructure

[Short technical description of the project, including envisaged capacity of the main infrastructure,
justification of the project scope and size in the context of projected demand, including for each project
element a description of technologies and infrastructure to be employed and relevant technical standards
that have been used. The technical description of the project should be accompanied by necessary layout
maps.]

Project cost estimates

[Describe the methodology used to estimate the costs and a breakdown with unit rates and a summary
of the bill of quantities if applicable.]

Implementation stages

Yes No

Is the full project organised in stages?

Has the project already started?

[Where the project is considered only a stage of a bigger project, provide a description of all proposed
stages of implementation and explain if they are technically and financially independent. What criteria
have been used to determine the division of the project into stages?]

Arrangements related to infrastructure

[Describe how the infrastructure will be put in place. Focus on the contracts type, selection process of
the operator and when applicable, structure of PPP/concession, infrastructure ownership arrangements,
risks allocation arrangements, etc.]

Management of the compleied infrastructire and operating costs

[Define the body which will manage the infrastructure after the completion. Provide a detailed
description on the maintenance of the realised investments (funds, human resources, responsibilities,
etc.).]



IPA T Financing Agreement for Muluannual Operational Programmes - Annex VI Major Project Application template
(version: January 2024)

3

3.3.2. Financial analysis aond Economic appraisal

The following scction is structured to report on a fully [ledged cost-benefit analysis. However under the
cohesion policy 2021-2027 the Economic appraisal vademecum 2021-2027' allows to use other
evaluation methodologies
The key elements from the financial analysis of the CBA should be summarised below, including the
description of the methodology. The full cost-benefit analysis document shall be attached to this
application as Annex 1V,

A} Financial analysis (if applicable)

Operating costs and Revenues

EUR million

a)_ Annual operating costs (as per the cost-benefit analysis)

b) Annual expected revenuces (as per the cost-benefit analysis)

[Indicate first full year of operation;]

- Provide a breakdown of O&M costs, distinguishing between variable and fixed operating and
maintenance costs;

- Provide unit cost assumptions used for estimating the O&M costs.b) Revenues
If the project is expected to generate revenues explain:

- the nature of the revenues - tariffs or charges borne by users or other form of arrangement; reference
to the relevant regulatory framework and tariff-setting principles, where relevant;

- provide details of charges (types and level of charges - by user group, if appropriate;; fixed and variable
components, where relevant; application of the polluter-pays principle, where relevant);

Affordability and Financial Sustainability

Provide evidence of the project financial sustainability (non-negative cumulated net cash-flows over the
project reference period);

Where relevant,

o Explain if tariffs are set at full-cost recovery level, e.g. covering operating costs, depreciation
and return on capital;

o) If tariffs are set at below full-cost recovery: (i) provide a justification based on an affordability
analysis (e.g. benchmarking the average annual expenditure for project good/service as a share
of average / median and/or lowest-decile household income / expenditure); (ii) explain how
financial sustainability is achieved (e.g. subsidies, transfers); (iii) indicate how tariffs are
expected to evolve over time 1o ensure cost-recovery in the longer term.

" hitps://ec.europa.ew/regional policy/sources/docgener/studies/pdf/cbaguide.pdf
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By Economic analysis
a) Methodology

[Provide a short description of methodology (key assumptions made in valuing costs
and benefits) and the main findings of the cconomic analysis)]

h) Main costs,benefits and indicators (if'a CBA is carvied o)

Main parameters and indicators Values

Social discount rate (%)

Economic rate of return (%)

| | —

Economic net present value (in Euro)

4. Benelit-cost ratio

¢) Employment effects of project (if applicable)

Provide an indication of the number of jobs to be created (in full-time equivalents (FTE)
[NB: indirect jobs created or lost are not sought for public infrastructure investments

Number of jobs directly created: No. (FTE) Average duration of
(A) these jobs (months)
(B)

1. During implementation phasc
2. During operational phase
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4. ENVIRONMENTAL IMPACT

4.1.Projcct contribution to EU climate and environmental policy and legisiation

Outline how does the project contribute to EU climate and environmental policy and legislation, also
summarising the the findings ol the EIA

a) How the project contributes to the objective of environmental sustainability (European climate
change policy, halting loss of biodiversity, protection and sustainable use of natural resources and
ecosystems, etc.) and how it provides any net positive contributions to the state of the environment,
to climate change mitigation and to climate change adaptation

b) How the project respects the principles of preventive action and that environmental damage should
as apriority be rectified at source

¢) How the project respects the "polluter pays" principle, in particular through the provisions of the
Environmental Liability Directive

4.2.Consultation of Environmental Authorities

Yes No

IHave the environmental authorities likely to be concerned by the project, been | (1) (2)
consulted by reason of their specific responsibilitics?

(1) If YES, provide the name(s) and contact data and explain that authority's responsibility.

(2) If NO, provide the reasons.

4.3.Environmental Impact Assessment

[Indicate the main adverse impacts on the environment and human health expected from the project, and
the measures that will be implemented to avoid and/or minimise such impacts. Make a distinction
between impacts from the construction, operation and decommissioning phases.]

4.3.1  Development Consent”

Yes No

Has development consent already been given to this project? (1) (2)

Has the opinion of the competent environmental authoritics been followed in the
development consent decision? If not, briefly explain why.

Have (and how) the conclusions [rom the public participation (and transboundary
consultations, if relevant) been incorporated or otherwise addressed in the decision 1o
- arant the development consent? 1f no, or only partially, bricfly explain why.

(1) If YES, on which date?

(2) IfNO, when was the formal request for the development consent introduced? By which date
is the final decision expected?

“development consent' means the decision ol the competent (national) authority or authoritics which
entitles the developer to proceed with the project.
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Specify the competent authority or authorities, which has given or will give the development consent.

-y r N N - . - - . !
4.3.2  EU legislation on Environmental Impact Assessment (ElA) in force'

Is the project a class of development covered by:

Yes No
Anmnex [ of the Directive (1)
Annex 11 of the Directive
Has an Environmental Impact Assessment been carried out for this project? (2)
Neither of the two annexes

(1) When covered by Annex I or Annex II of the Directive, provide the following attachments:

Non-technical summary'? of the Environmental Impact Study carried out for the project.

o

b. Information on consultations with competent environmental authorities, indicating in what
way the concerns of the designed consultees have been taken into account.

Results of the consultations with the public concerned'®.

d. Trans boundary consultations with those states affected by the project need to be provided,
demonstrating that the procedure of art.7 of the EIA directive has been applied. Indication in
what way the concerns of the designed consultees and concerned public have been taken into
account should be provided.

e. Ewvidence that the decision to grant or refuse development consent has been available to the
public by the competent authority'.

In relation to point b., c. and d., project proponents should be informed that these may be
represented in the form of a statement, conclusion or certification by the competent

o See at htps:/ec.curopa.cu/environment/cia/index_en.hitm .

- 4 deseription of the project comprising information on the site, design and size of the projeet,
- a description of the measures envisaged in order 1o avoid, reduce and, it possible, remedy significam adverse effects
- the data required to identify and assess the main dircet and indireet effeets which the project is likely o have on the
environment on the following factors:
a) human beings, fauna and tlora (including those environmentally sensitive arcas which might fall in future under the
protection of the Birds Directive (T9409/EEC, as amended and coditied by Dircetive 2000/ 147/EC) and Habitats Directive
(9243/EECY;
b)Y soil, water, air, climate and landscape;
¢) material assets and the cultural heritage;
- interaction between the factors mentioned in the first. second and third indents.
- any Turther information which might arise from any of the obligations deriving from Annex 1V of the EIA Direetive.
¥ The information provided should cover the following:
- the concerned public which has been consulted,
- the places where the intformation has been consulted,
- the time which has been given 1o the public in order 1o express its opinion,
- the way in which the public has been informed (for example. by bill-posting within a ecrtain radius. publication in local
newspapers, organisations ol exhibitions with plans, drawings, tbles. graphs, models, ete.),
- Has the public been informed and given an carly and effective opportunity to participate in the environmental decision-
making procedure, in accordance with Art. 6 of the EIA Dircctive?
- explainthe manner in which the public has been consulted (for example. by written submissions, by public enquiry, cte.)
- the way in which the concerns of the public have been taken into account.

"Including:
- the content of the decision and conditions attached thereto.
- the main reasons and considerations on which the decision has been based,
- acdeseription. where necessary, of the main measures to avoid, reduce and. if possible. offset the major adverse etfects.
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environmental authorities testifving that all oblieation as described in the items above have

heen followed and describing how.

(2) If no EIA was carried out for projects covered by Annex I1, explain the reasons and give the
thresholds, criteria or case by case examination carried out to reach the conclusion that the
project has no significant environmental effects. Explain how the transboundary impacts
have been analysed. and describe how and which have been the conclusions of the analysis.
Refer to the the screening opinion/conclusion given by the EIA Competent Authority and
provide evidence that the determination (the EIA screening decision) has been made

available to the public.

4.4.Assessment of Effects on Sites of Nature Conservation Importance

Definition of sites of nature conservation importance

a) Sites identified by the competent national authoritics as sites to be proposed for the Natura
2000 network as laid down in the Birds Dircctive (2009/147/EC) and Habitats Dircctive

(92/43/EEC);

b) Sites listed in the latest inventory of Important Bird Arcas (IBA 2000) for candidate countrics
or (if available) equivalent more detailed scientific inventories endorsed by national

authorities:

¢) Wetlands of international importance designated under the Ramsar Convention or qualifying

for such protection;

d) Areas to which the Bern convention on the conservation of European Wildlife and Natural

Habitats' (Art.4) applies, in particular sites meeting the criteria of the Emerald network;

e) Areas protected under national nature conservation legislation.

Yes

No

Is the project likely to have (direct or indirect) cffects, individually or in combination | (7)
with other plans or projects on sites included or intended to be included in sites of
nature conscrvation importance

2)

Are these cffects significant negative, requiring compensation measures according to | (3)
Article 6 (4) of the Habitats Directive

(1) If YES, provide a summary of the conclusions of the appropriate assessment carried out

"according to Article 6 (3) of Directive 92/43/EEC?",

(2) If NO, attach the declaration, filled in by the relevant authority, as per Annex I of this

application form.

(3) If YES, provide a copy of the form “Information on projects likely to have significant negative
effect on sites of nature conservation importance”, as notified to the Commission (DG

Environment) under Habitat Directive 92/43/EEC?!.

20

OJ L 206 0f 22.07.1992

“IDocument 99/7 rev.2 adopted by the Habitats Committee (Member States representatives established under Directive

92/43/ELEC) at its meeting on 04,1099,
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Effects on the ecological status of water bodies

Yes No

[ Does the project involve a new modification to the physical characteristics of a surface | (/) (2)
water body or alterations to the level ol bodies of groundwater which deteriorate the
status/potential of a water body or cause failure to achieve good water status/potential?

(1) If YES, provide the assessment of the impacts on the water body and a detailed explanation of
how all the conditions under Article 4.7 of the Water Framework Directive were/are to be
fulfilled. Indicate also whether the project results from a national/regional strategy in relation to
the relevant sector and/or from a river basin management plan, which takes into account all
relevant factors (e.g. a better environmental option, cumulative effects, etc.)? If so, please provide
full details.

(2) If NO, provide justification for each water body why the project is not likely to lead to deterioration
of ecological status/potential or does not prevent the water body to reach good ecological
status/potential.

4.5.Additional Environmental Integration Measures

Yes No

Does the project envisage, apart from Environmental Impact Assessment, any | (1)
additional environmental integration measures (c.g. environmental audit,
environmental management, specific environmental monitoring)?

(1) If YES, specify.

4.6.Cost of Measures Taken for Correcting Negative Environmental Impacts

%

I included in total cost, estimate proportion of cost of measures taken to reduce
and/or to compensate for negative environmental impaclts

Explain briefly.

4.7. Climate-resilience and climate mitigation

Explain the main climate related risks, and how they are going to be addressed. If possible use the
Building Resilience Index?. Explain the methodology applied.> List the adaptation measures identified
and how they are integrated into the project. Clarify if climate change resilience has been integrated into
the EIA for the project.

* hups:/Awww.resilienceindex.org/

** Use this as a basis Commission Notice — Technical suidance on the climate proofing of infrastructure in the
period 2021-2027 - Publications Office of the EU (curopa.cu)
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Indicate the main impacts on climate expeceted from the projeet (e.g. carbon ootprint), and the measures

that will be implemented to avoid and/or minimise such impacts. If possible, make a distinction between

impacts [rom the construction, operation and decommissioning phases.

Indicate the climate vulnerability of the project and what measures will be implemented to ensure its
climate prooling.
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5.2.Competition

i Yes { No ‘

fa e i — ST S ST 1 !

Docs this project involve State Aid at any stage, including during operation | (/)
ol the complete inlrastructure?

[(1) If YES, explain how the competition rules have been respected. Provide an opinion of the
state aid authority in English.]

[1f no, please explain in detail the basis for establishing that the project does not involve state
aid]

5.3.Procurement Plan

Provide an indicative procurement plan for the contracts to be implemented with EU funding,
In cases where contracts have been already published in the Official Journal of the European
Union/TED, provide reference. Make sure full compliance is achieved with the project
timetable as set in section 3.1. above.

Contract | Contract | Estimated | Proccedure Estimated Estimated Estimated
type budget in Tvpe start of the date for contract
EUR yp procurement contract duration

procedure signature

6. Sensitivity and Risk analysis

6.1.Risk Analysis
0.1.1  Sensitivity of the CBA resulits

a) State the percentage change applied to the variables tested:

Variable tested percentage change applied

Investment
O&M

b) Present the estimated effect on results ol financial and economic performance indexes.

Liconomic Net
Present Value
variation

Economic Rate
of Return
variation

IFinancial
Net Present
Valuc
variation

Financial
Rate of
Return

variation

[ Variable tested
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¢) Critical variables
- Define which variables were identified as critical variables
- Indicate which criterion has been applicd.

- define the switching values of the critical variables

6.1.2 Risk analysis

Identify the main risks (including environmental and climate change risks), state what type of
risk analysis were performed.

Category Risks Likelihood Impact Mitigating measures
(High/ (High/
Medium/ Mediumy/
Low) Low)
Risk 1
Risk 2
Risk #

6.2.Stakeholders’ involvement

a) Describe the stakeholders and users and how they have been involved and consulted in the
project identification and formulation stage.

b) Is there a risk for the project implementation coming from resistance from specific
stakeholders? Reflect this in the table above.

7 ANNEXES

List all annexes as requested and provided with this application.
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8 ENDORSEMENT OF COMPETENT NATIONAL AUTHORITY
I conlirm that the information presented in this form is accurate and correct.
NAMI::
SIGNATURI::
ORGANISATION:
DATE:
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ANNEXI
DECLARATION BY AUTHORITY RESPONSIBLE FOR
MONITORING SITES OF NATURE CONSERVATION
IMPORTANCE

Responsible Authority

Having examined the project application

Which is to be located at

Declares that the project is not likely to have significant effects on a site of nature conservation
importance on the following grounds (provide the name of the relevant site(s), reference number, the
distance of the project to the ncarest site(s) of nature conservation importance, ils conscrvation
abjectives, and justification that project (either individually or in combination with ather projects) is
not likely to have significant negative effects on the site(s) of nature conservation importance and, if
relevant, an administrative decision (i.c. the appropriate assessment screening decision)):

Therefore an appropriate assessment required by Article 6 (3) of Habitat Dircctive 92/43/EEC was not
deemed necessary.

A map at scale of 1:100.000 (or the nearest possible scale) is attached, indicating the location of the
project as well as the sites of nature conservation importance concerned, if any,

Date (dd/mm/yyyy):

Signed:

Name;

Position:

Organisation:

(Authority responsible for monitoring nature conservation importance sites)

OfTicial Seal:






