ADDENDUM No. 1

TO THE FINANCING AGREEMEN T
for

Trans-European Transport Network core network extension in
Montenegro, Route 4, section Matesevo - Andrijevica

- As originally concluded between the European Commission and Montenegro on 2 December
2024, hereinafter referred to as “the Financing Agreement”.

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

of the fone part, and

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

of the dther part,

jointly hereinafter referred to as “the Parties”,

. Whereas, .

(1

15

3)

4)

The Commission adopted on 12 July 2024 a Commission Implementing Decision
C(2024)4970 establishing the financing of the multiannual action plan for extension of
the TEN-T core network on the Orient/Fast-Med Road Corridor, Route 4 for 2024-

_ 2027. This Programme is implemented by means of a Financing Agreement concluded

berween the Montenegro and the Commission on 2 December 2024;

- The Commission has deemed necessary to amend the Financing Agreement.

The present amendment aims to increase the EU contribution by EUR 50 000 OOO
in order to allow for implementation through indirect management.

The multiannual work programme for the implementation of the Trans-European
Transport Network core network extension in Montenegro, Route 4, section Matesevo -

‘— Andrijevica has been modified in order to reflect the required changes and it is
- therefore necessary to bring the Financing Agreement in line with the amended
- Programme.

" HAVE AGREED ON THE FOLLOWING:



Artlcle 1

1. Article | and Article 3 of the Special Condmons of the Financing Agreement are leplaced -
bv the following:

Article 1 - The multiannual action programme

(1) The Union agrees to finance and the IPA III beneficiary agrees to accept the ﬁnancmg of the
following multiannual action programme as descubed in Annex I: ‘

Trans-European Transport Network core network extension in Montenecfro Route 4, section
Matesevo — Andrijevica

Global conmmitment number( s):
For year2024: JAD.1472274

This multiannual action programme is financed from the Union Budget under the following basic v v
act: Instrument for Pre-Accession Assistance, TPA I '

(2) The total estimated cost of this multiannual action programme is EUR 600 OOO' 000 and

the maximum Union contribution to this multiannual action programme is set at
EUR 150 000 000. .

This Union contribution shall be split into yearly commitments for the period 2024-2027

in accordance with Annex L. Nothing in this Financing Agreement can be interpreted as
implying a financial commitment of the Union in relation to credits which have not yeét

been approved by adoption of the EU budget. The Comumission shall inform in writing

the IPA IIT beneficiary about the adoption of the subsequent budgetary commitments

mdlcated in Annex L.

This multiannu'il action programme requires financial contributions from both the IPA III. .
beneficiary and the Union. The breakdown of the respective financial COIllleUthﬂS 18 set
out in Annex L™

(3) The multiannual action programume shall be implemented in-accordance with the Acnon document
in Annex I

Y

2. Annex I to the Fmancmg AGLeement is xeplaced by amended Annex I 1o the plesent )
" Addendum.

Article 3 - Addresses and Conmmunication

I Regulation (EU) 2021 1529 of the European Parliament and of the Council of 15 Seprember “O“lesrablmhmo
an Instrument for Pre-accession Assistance (IPA I11). OJ L 330.20.9.2021.p. 1. :



~ All communication concerning the implementation of this Financing Agreement shall be in

| Writing, shall refer expressly to the multiannual action programme as identified in Article 1(1)
- and shall be sent to the following addresses:

a) for the Commission

Ms Valentina Superti
Director B, Western Balkans
Directorate General for Enlargement and Eastern Neighbourhood (DG ENEST)
Ruedelaloils
European Commission
-~ B-1049 Brussels, Belgium
e-mail: ENEST-Biaec europa.eu

b) for the IPA IIT beneficiary
- Ms Maida Goréevié
Minister and National IPA Coordinator
Ministry of European Affairs
Bulevar Ivana Crnojevica 167
81000 Podgorica,
- Montenegro
E-mail: maida.gorcevic(@ mep.gov.me

Article 2
All other terms and conditions of the Financing Agreement remain unchanged.
Article 3

This Addendum shall enter into force on the date on which it is signed by the last party and
shall form an integral part of the Financing Agreement.

"Addendum No. [ to the Financing Agreement is drawn up in duplicate in the English
language. one being handed to the Commission and one to the IPA III beneficiary.

: - o Chatefhe GALAN
For the IPA 1II beneficiary: For the Commission: *° /
‘Ms Maida Goréevic - Ms Valentina Superti
- Minister and National IPA Coordinator Director B. Western Balkans

Ministry of European Affairs.
Government of Montenegro

Directorate General for Enlargement and
Eastern Neighbourhood. European
. Commission

s . “ , ) R
Date: "3 :2:/ 7£/“’ <A D

/ Signature:

~







ANNEX

* - 1o the Financing Agreement on the multiannual action plan 2024 — 2027 in favour of Montenegro for
extension of the TEN-T core network (amendment No. 1 version)

: Actwn Document for EU Contribution to the TEN-T’s core network extension in Montenegro on the

_ 01 ient/East-Med Road Corridor, Route 4, section IV Mate$evo — Andrijevica

MULTIANNUAL ACTION PLAN

| This document constitutes the multiannual work programme in the sense of Article 110(2) of the Financial
Regulation, and a multiannual action plan-in the sense of Article 9 of IPA TII Regulation and Article 23(2) of
the NDICI - Global Eu1ope Regulation.

1 SY\IOPSIS

1.1, Actlon Summarv Table

‘ Titlé

1 EU Contribution to the TEN-T’s core network extension in Montenegro on the

Orient/East-Med Road Corridor, Route 4, section IV Matesevo — Andrijevica

. OPSYS

'OPSYS business referel_icef ACT-62736

b ABAC

ABAC Commuitment level | number:
JAD.1472274 (2024),

' JAD.1476216 (2025),

JAD.1476251 (2026).
JAD.1476252 (2027)

| Basic Aet

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

Economic and
| Investment Plan

(EIR)

EIP Flagship

1 Yes

Priorities: Txanspon extension of the Trans-European Transport Network (TEN-T)
core network™

Yes
, Flagships: “II Connect North-South”
Team Europe No
'| Beneficiary of the | Monteneero
[ action _ o
T Prqgramming IPA III Programming Framework
document

PRIORITY AREAS AND SECTOR INFORMATION

:Wlnd(m and
-thematlc priority

 Window 3- Green agenda and sustainable connectivity

Thematic Priority: Transport (100%)

Sustainable | _
" Development Goals
L (SDGs)

Main SDG: Goal 9: Industry, innovation and infrastructure: Build resilient
infrastructure. promote inclusive and sustainable industrialization, and foster
innovation




DAC code

21020 — Road Transport — 100%

210 — Transport & Storage — 100% -

Main Delivery 46015 - European Bank for Reconstruction and Development. - .

Channel = ‘ . : -

Targets N/A _ : .

Markers General policy objective Not targeted | Significant | Principal

(from DAC form) objective | objective
Participation development/good X ] 0
governance
Aid to environment X a- o -
Gender equality and wormen's and | 9 0 0 .
girl’s empowerment - : :
Reproductive, maternal, new-bom | & 4 ]
and child health ’
Disaster Risk Reduction X O i
Inclusion of persons with ~ i 7
Disabilities 8
Nutrition X | NENE
RIO Convention markers Not targeted | Significant | Principal

objective objective -
Biological diversity 2 1. O
Combat desertification 1 X . | O
Climate change mitigation h¢ 0. 1o
_ Climate change adaptation X ] O
. Internal markers | policy objectives Not targeted | Significant - | Principal -
i and Tags | objective - | objective

EIP 0 10 X
EIP Flagship YES NO .
Tags: YES NO:
Transport Rt it
Energy 3 X
Environment and climate Oy X
resilience | B
Digital ™ ~ »
Economic development (incl. e 0.

private sector. trade and

macroecononic support)




) Human bew'eloplilent (inél. human O X
| capital and youth)
Health resilience ‘[\ X
Migration and mobility O X
Agriculture, food security and O X
rural development.
Rule of law, governance and 1 X
Public Administration reform
Other - ] X
Digitalisation X O O
Tags YES NO
digital connectivity U X
digital governance O &
digital entrepreneurship i &
digital skills/literacy O X
digital services ] X
Coimectivity O O &
Tags ' YES NO
digital connectivity ] X
energy o X
~ transport U
“health O X
education and research 0 X
Migration X ] M
Reduction of Inequalities X L ]
COVID-19 _ X ] 0
BUDGET INFORMATION

| Amounts
-concerned

Budget line: 15 02 02 01

Total estimated cost: EUR 600 000 000

Total amount of EU budget contribution: EUR 150 000 000

The contribution is for an amount of:

EUR 1 500 000 froin the gellel‘al budget of the European Union for 2024,

EUR 58 500 000 from the general budget of the European Union for 2025,
EUR 40 000 000 from the general budget of the European Union for 2026. and.
EUR 50 000 000 from the general budget of the European Union for 2027,

subject to the availability of appropriations for the respective financial years following

| the adoption of the relevant annual budget, or as provided for in the system of

provisional twelfths.




This action is co-financed in joint co-financing by:

- European Bank for Reconstruction and Development tor an amount of EUR

200 000 000;
- - Government of Montenegro for an amount of EUR 250 000 OOO

MANAGEMENT AND I\lPLEVIE‘ITATIO‘I

Implementation
modalities
(management mode
- and delivery

Indirect management with the entlty(les) to be- selected n accordance W1th the
criteria set out in section 4.3.1 : :

methods)
| Final Date for

cenclus.ion of For the budgetary commitment of 2024
| Financing At the latest by 31 December 2025
i Agreement ,

Final date for
agreement on
subsequent yearly
budget allocations
for implementation
of the Financing

- Agreement

For the budgetary commitment of 2025
at the latest by 31 December 2026

For the budgetary commitment of 2026
at the latest by 31 December 2027

For the budgetary commitment of 2027
at the latest by 31 December 2028

Final date for

3 years following the date of conclusion of the financing agreement. for 2024 -

| concluding budgetary commitment (or the agreement on subsequent budgetary commitments).

. contribution with the exception of cases listed under Article 114(2) of the Financial Regulation -

. agreements ' ' ' ' S

1 Indicative 72 months following the conclusion of the Financing Agreement for 2024 budgetary
| \operational commitment (or the agreement on subsequent budgetary commitments)
implementation

¢ period

Final date for
implementing the
Financing
Agreement

17 years following the conclusion of the hnancmc agleement for 2024 budoetary
comnntment {or the agreement on subsequent budgetary commltments) '

1.2. Summary of the Action

K
|
|

n October 2020, the European Commission adopted a comprehensive Ecoriomic and Investment Plan (EIP)
for the Western Balkans’. which aims to spur the long-term economic recovery of the region. support a green
and digital transition. foster regional integration and conv ergence with the European Union.

LCOM(20201 641, 6.10.2020 - Communication from the Comumission to the European Parliament. the Council. the European Ec ouozmc and Socni
Committee and the Commniitiee of the Regions — An economic and investment plan for the western Balkau\

l




| The EIP offers a path for a successful regional economic integration td help accelerate convergence with the
EU and close the development gap between EU Member States and the Western Balkans region. The EIP will

- | increase the competitiveness of the Western Balkans Its implementation will have to be accompanied with

the relevant retonn measures.

| The EIP Communication identifies ten flagships with the expectation that these would unlock significant
investments in particular in the field of digital, sustainable transport, clean energy transition and environment.
- | To support the implementation of mature transport flagship projects, identified in the EIP, this action will
| support Montenegro in further development of the TEN-T road Route 4. Co-financing to complement a loan
| for the construction of the next priority section of the Bar-Boljare highway will be secured. The action is in
Jine with previous IPA and notably Western Balkans Investment Framework (WBIF) support to the transport
sector in Montenegro and it is a key subsidy to ensure that an otherwise marginal economical viable action is
prepared to the highest standards and subsequently timely implemented. Finally, the action will contribute to
_the objectives of the IPA III thematic Window 3, being dedicated to sustainable connectivity and the green
agenda, while at global level it will contribute to building of a resilient infrastructure in line with the Goal 9
of the Agenda for Sustainable Development.

L3, Behéﬁéial'fy‘ of the Action

The action shall be carried out in Montenegro.

2. RATIONALE
2 1 Context

ThlS acnon will contmue 1o support the unplementatlon of the Economic and Investment Plan (EIP) for the
- Western Balkans and the accompanying Connectivity Agenda, which aims to spur the long-term recovery of
- the region. Sustainable transport, environmental protection and climate action, clean energy, digital
" connectivity, and enhanced links through sustainable infrastructures are key to economic integration and
-accelerated development within the region and with the European Union. Improving connectivity within the
region as well as with the EU is a key factor for growth and jobs in the Western Balkans. TEN-T extension to

. ..the Western Balkans allows speeding up policy and regulatory reforms and concentrate eftorts and

_ mvestments on key corridors and interconnectors.

The Trans-European Transport core network (TEN-T Core network) forms the backbone for transportation in
. European Union single market. It removes bottlenecks, upgrades infrastructure, and streamlines cross border
* transport operations for passengers and businesses throughout the EU. The TEN-T policy addresses the
implementation and development of a Europe-wide network of railway lines, roads, inland waterways,
- maritime shipping routes, ports, airports and railroad terminals. The ultimate objective is to close gaps, remove
‘bottlenecks and technical barriers, as well as to strengthen social. economic, and territorial cohesion in the
EU. Extending the TEN-T core network corridors to the Western Balkans ensures closer integration with the
EU as well as the basis for leveraging investments in infrastructure. such as EU support through the Western
o Balkaﬁs InVestment'Framework (WBIF).

'Investment omnt support through the WBIF blending platform started in 2015 with the launch of the
Connectivity Aoenda for the Western Balkans. Between 2015 and 2020, EUR 1 billion EU co-financing has
been approved under IPA II for transport and energy investment projects. During 2020-2022, 40 flagship
investments of a total of EUR 5.7 billion have started implementation, directly contributing to the
_ 1mple1nentat10n of the EIP and to the objectives of the Global Gateway. These projects have a wider regional

spill over. such as those along the “Route 4” which extend the road and railway connection on TEN-T core -




petwork along the axis from Vrsac (Romanian border) — Belgrade (Serbia) — Podgorica ( Monten_eg;o) ‘ﬂIa,t. '
continues to Montenegro’s Adriatic seaport of Bar. B ' F R

Owing in part to prospect of EU membership. Mbntenegro has made an effort and progressed in thev: transport = !

policy sector. It is moderately prepared in the area of trans-European networks. It has not yet aligned its
legislation with the Trans-European transport networks acquis, but has reached a satisfactory level of
preparation regarding strategic development of the transport networks in accordance with TEN-T design and
objectives. These priorities are also in line with the National Transport Development Strategy (TDS) for 2019- .
2035, currently undergoing an alignment with the sustainable and smart mobility strategy for the Western - -
Balkans of the Tramsport Community. Montenegro is the signatory of the Transport Community Treaty, .
aiming to bring the Western Balkans (WB) closer to the EU by creating a fully integrated transpoit network -

among the WB, as well as with the EU. Progress has been made in TEN-T compliance criteria requiring policy
reform and horizontal action (Intelligent Transport System, tolling interoperability, road safety), but tangible
results on the ground have yet to materialise. Progress was mainly achieved within the framework. of the

dedicated Action Plans steered by the Transport Community. Over the years these proved to be essential tools = - ':

for catalysing regional policy reforms. Nonetheless, a considerable amount of work lies ahead before progress
is translated into quantifiable improvements on the TEN-T Network in the Western Balkans

Following the completion of the mmal priority section of the Bar — Boljare highway — Sectlon III ~ and the '

withdrawal of grant funding for the Budva bypass. Montenegro has yet to secure funding for a majority of its =

EIP Flagship projects crossing its territory. After the COVID-19 pandemic period. the list of ongoing major’
projects in Montenegro was declining, and it is crucial to expedite the progress of EIP flagship projects
currently under preparation to re-align with the evolving pace of TEN-T Network development in the region.
Development needs of Montenegro remain acute, especially when it comes to investment and development of * ~
physical infrastructure. In order to optimise infrastructure development, Montenegro has developed a Single -
Project Pipeline (SPP) for investments in the fields of transport. energy. environment and social infrastructure.

Improving project preparation remains one of the most urgent priorities for the transport sector. Various -

technical assistance projects under the Infrastructure Project Facility (IPF) and Project Preparation Famhr}

(PPF) support were used as complementary intervention to this action.

One of the most relevant interventions to this action is an ongoing Technical Assistance support under the -
WBIF grant WB28-MNE-TRA-01 with a total amount for Technical Assistance of EUR 6 000 000. It was
mobilised for the update of the Feasibility Study on the entire Road Route 4 — Bar-Boljare Highway and to .
deliver on the Detailed Design of the study selected next priority section. Therefore, the technical assistance
will be used in a two-phased approach. Within phase 1 for the purpose of updating the recently concluded
feasibility study (F S) for the entire Bar-Boljare road corridor and within phase 2 for the Detailed Deswn '
Environmental and Social Impact Assessment (ESIA) (up to the level enabling the issuance of the bmldmg
permits and consents according to the applicable Montenegrin law) and supervision and work’s tender
preparation for the next priority highway section identified by the FS update. The updating of the FS will’
optimise the traffic model and forecasts. assess potential cost-saving options. re-estimate the CAPEX and
OPEX. update the cost-benefit analysis and re-assess the implementation plan in order to propose the most
cost-effective, climate resilient -friendly and environmentally sound solution for the corridor. This activity -

will be executed with due consideration of the previously executed WBIF TA Grants. namely WBIS-MNE- =

TRA-02 (Construction of Bar - Boljare Highway: Feasibility Study with Cost-Bénefit Analysis). WB17- MNE-

TRA-02 (Preliminary Design and ESIA for section IV Matesevo — Andrijevica) and WB17-MNE-TRA-03 .

(Preliminary Design and ESIA for Bvpass Podgorica: section II Smokovac — Tolosi - Farmaci). - The
Preliminary Design (PD) and Environmental and Social Impact Assessment (ESIA) for section IV Matesévo
— Andrijevica are completed and will be of particular relevance for the action impleméntation as those will
inform the drafting of the tender dossier for the procurement ot the works contractor in, accordance mth the
design and built mode! of contracting.

The road investment that this action will support is a complex and critical investment for the future of -
Montenegro and the region for the longer term and goes along with multimodality and parallel rail sector



development ofa comprehensxve IOEISHCS cornd(n The sequencing of mvestments along the corridor is only

o '1eward1ng from a macro-economic and environmental perspective if the most beneficial transport solution for .

the entire corridor will be achieved. The next priority road section will be selected and implemented respecting
- sound economic and financial management, European policies and standards while taking into account the
regional development perspective of the country and region. However, Montenegro is desirous to fast-track
: nnplementatlon of section IV Matesevo — Andrijevica and the current action is geared to suppoﬁ the country
: 'to dehver a quahty pro;ect 1n accordance thh European standards

...2. Problem Analysm

Montenegro’s transport sector suffers from constraints induced by a difficult mountainous topography and
alignments crossing differing climate zones, which require increased investment and maintenance expenditure
- pamcularly for railway and road infrastructure. Poor quality of transport infrastructure hampers economic
. growth due to low quality and high cost of transportation. as well as low safety standards. Due to substantial
- hinterlarid demands, the limitations on available transport corridors and the geological position of its main

vseaport Montenegro is a transport-country, which currently performs under its economic potential.

Unfortunately, its transport assets are not up to the technical and safety standards. Montenegro also faces
- :continued challenges from weak competitiveness, high unemployment and significant brain drain.
Convergence efforts need to be stepped up through implementing structural reforms, overcoming structural
weaknesses, strengthening innovation potentlal and embarking on swift green and digital transition. Given
the fact that public funds are scarce, there is a clear need to concentrate investments, as well as policy and
regulatory efforts. By injecting substantial addmoml funds, this action shall boost progress on the flagships
identified in the EIP :

Enhancmg road transport connections represents a national priority for Montenegro, in particular as regards
- the corridor linking Bar, the main port of Montenegro, to the border with Serbia at Boljare. Attention should
“be given to aligning investments with actual traffic projections and with the goals for CO2 emission reductions
under a green transport sector transition. When it comes to asset preservation. transport infrastructure
_continues to. deteriorate, as available funds for road and railway infrastructure maintenance remain
insufficient, and the vicious cycle of construction followed early rehabilitation efforts perpetuates. Effective,
safe and secure transportation systems are essential to Montenegro’s economic growth and prosperity through
facilitation and improvement of the mobility of citizens and goods, as they also have 51gn1ﬁcant impacts on
educatlon social development and environment. While adequate transport infrastructure is a precursor for
. economic growth its implementation process must also take into account possible detrimental impacts,
k whether it is'at local, Leglonal or global level, particularly with regard to environment and health.

- In the recent years, Montenegro features a sharp increase in the total number of registered vehicles coupled
with the aging of the overall vehicle fleet. On the other hand, the percentage of public transport is very low
and this is almost entirely dependent on fossil fuels. The present technical state of the fleet in Montenegro,
whmh has over 210,000 xeglstexed vehicles, is largely unsatisfactory. The average age of registered vehicles
is about 12 years. Urban communities, notably Podgorica and coastal cities are facing traffic congestion. which
- ultimately results in air pollution from exhaust gases and noise pollution from vehicles. With an increase in

the financial means of citizens, along with the development of new roads. an even greater increase in the
‘number of road vehicles is expected.

Montenegro is committed to the development of the defined Trans-European Transport Network (TEN-T)
extension and links to the neighbouring EU Member States. It continued cooperating with the Transport
: Commumty Secretariat and implementing its six action plans, although progress is registered to be moderate.
- Road safety remains a serious concern with casualties way above the EU average. The latest 2022 road safety

o report records.73 people killed in traffic accidents on the roads in Montenegro, which compared to 2021 (55),

represents a sharp increase of 32.7%. The number of road fatalities per million inhabitants in the economy
. was 118 in 2022, 157% higher than the EU average of 46. There is a pressing need for immediate action to
mprove 1oad safety. given ‘the concerning increase in road fatalities and the significant deviation from the EU

-



averaoe The 2020-2022 programme for road safety did not yield the expected lesults, with no nnprovement'
or reduction of fatal and serious road traffic accidents. A new road safety strategy for 2023-2030 was adopted
and should be implemented as soon as possible. Montenegro should also set up a dedicated road safety agency.. -
Challenges remain in effectively enforcing the international agreements on carriage of danaerous goods by
roads.

Montenegro is focusing on two pillar investments linked to the development of the road and rail TEN-T cofe -
Route 4. The rail transport network is undergoing an intensive maintenance and modernisation as to ensure
adequate connections for multi-modal maritime-railway transportation from the port of Bar. There is identified
a potential medium term development goal of a logistical multimodal transport terminal in Podgorica and
Bijelo Polje. Ultimately, the almost parallel Bar — Boljare Highway and the Bar — Vrbnica railway line would =
be developed into a green, multimodal logistical corridor with complementing modes of transport. This makes

mandatory a shift of investment magnitude towards the more efficient modes of transport to reduce road . -

congestion and the environmental impact of the transport sector. In addition, improvements to cross-border.”

transport links are taking place to improve the economic integration of Montenegro with its neighbours and

with the EU Member States. Here the electrification of the rail link from Podgorica to the Albanian border
~would match the ambitious projects currently progressing across this border in the neighbouring country. -

In the previous decade, there was a sharp increase in Montenegro’s public debt to foreign financial institu'tions' .
and companies, in particular those related to China’s increased interest in investing in . the- transport :
infrastructure projects in Montenegro as part of its Belt and Road Initiative. The USD 1 billion loan tsed to .

build the first section of the Bar-Boljare highway has raised concerns on the economic dependence-on-China.
as well as on transparency and deviation from commitments Montenegro has undertaken under the SAA and -~

the transport community treaty. Following completion of the first section of the highway. the efforts were
made towards decreasing these fiscal vulnerabilities. Nevertheless, in order to pursue its-challenging
investment plans in long-term safe and sustainable transport. Montenegro is committed to continue maklno.

use of the EIP for the Western Balkans with a view to finding more transparent altematwes for ﬁnancmo
infrastructure projects. : : .

Against the above background and in a context of sustained extensive investments needs, restricted national "~

budget and limited borrowing capacity. this action will support Montenegro in further development of the

TEN-T road Route 4. by securing co-financing for the construction of the next section of the Bar-Boljare

highway. The action is in line with previous IPA and notably WBIF support to the transport sector in
Montenegro and it is key to ensure that the action will be prepared to the highest standards and subsequently

timely implemented. :

The action will concern a wide range of stakeholders (local communities. civil society organisations, property

owners and landowners, businesses and other affected groups) with differing interests that will require varied - -

levels of engagement and information. Specific comnunication activities therefore need to be focused to nieet
the needs of panicular individuals and groups. particularly vulnerable groups in the -interests of best
transparency. This requires a thorough understanding of the stakeholders and their interest in the ploposed '

action. The action shall be implemented as an example of good practice in the dev: elopment of transport N

infrastructure with the aim of involving stakeholders and maintaining good communication practices
throughout the life of the action. Therefore. stakeholder engagement process has to be initiated in early stages
and will be further carried out based on the technical analysis. environmental and social apprz aisal pertonned»
so far. As regards the administrative structures. the overall responsibility for the development. ‘management
and coordination of the transport sector in Montenegro lies with the Ministry of Transport. Administrative
bodies are established under the umbrella of the Ministry to act as public authority. regulator or safety and
security authority for the different modes of transpost. C apacities for coordination and communication: .
amongst entities. as well as project management remain acutely weak on account of staff fluctuations and
political uncertainties. The state-owned company “Monteput™ is being assigned with the tasks of the
construction supervision. coordination and management of the overall Bar-Boljare project and toaethel with
the Ministry will assume the main influence in raising the interest of each stakeholder to %uppon or wnte%t

gl



the ‘.ac-tion; This. process will be guided by the Stakeholder Engagement Plan (SEP) that will be preparéd to
-meet the requirements of the relevant international financing institution (i.e. European Bank for
Reconstruction and Development). -

2'3 Lessons Lezirnéd

b'Ihxouoh the expenence buﬂt over the years with previous ﬁnancmg prov1ded under IPA, a set of lessons
learned have been 1dent1t1ed under this action. This includes:

) We’s’tern Balkans Investment Framework: During the previous IPA financial perspectives, Montenegro has
been mainly benefiting from the WBIF supported investments to advance on the implementation of the EIP
. -and connectivity agenda. Despite challenges, it is confirmed to be a possible financial mechanism fo continue
' implementing the national investment priorities and EU policy objectives, beneficiary strategies and macro-
 regional strategies. It also provided substantial technical assistance and financing support to bring projects to
maturity. including the one being subject to this action.

- Strategic Planning and Project Prioritisation: Past experience shows how important it is to have sound data

and commitmients to earlier communicated strategies in place, as well as project prioritisation methodologies
~ allowing assigning efficiently the limited financial resources to the most urgent priority projects. In that sense,
~ financial programming of infrastructure projects requires special attention taking into account complementary
studies such as environmertal impact assessment, economic -and financial feasibility, cost-benefit
" methodology, and affordability limitations (fiscal space). In this case, project prioritisation has been conducted
rejecting projects not meeting the necessary relevant requirements, having also in mind the budget constraints,
and optimising financing. :

Sector Coordination: Additionally. competent authorities need to be very proactive in cooperation with
relevant stakeholders at central and local level and to improve internal and inter-sectoral cooperation with
other ministries in the programming and implementation of projects financed with the support of IPA. As
coordination among stakeholders is recognised as a crucial problem and overcoming, this i$ even more the
case now w /ith the new integrated and coordinated approach in IPA III. where comprehensive and clear
" information flows and focus on common understanding of responsibilities, obligations and deadlines is
required. As shown in the past years. the Sector Working Group in Transport must ensure an effective
coordination role, in line with the new integrated approach promoted under IPA III. It is also expected to fully
comdmate and make use of synergies with the Transport Community Secretariat.

. EU procedures ‘especially for Public Precurement: Transport bodies need to build capacity for
‘implementation of IPA procedures, especially those related to Public Procurement. Internal capacities in the
line. Ministries for preparing adequate tender dossiers have to be reinforced. Based on the cumulated
' Au(peuenuemIPAH national implementing entities 1equueto be strengthened and reinforced. For an economy
of scale and in order to increase cost efficiency, synergies and incentivise competition, clustering and
proposing ot suﬂluently large sections of complehensne works tenders 1s to be followed as a general
appmach

’Staff Turn-over and administrative capacity: Lessons learned from past assistance proves that capacity
- building process is key for ensuring sustainability. High employee turnover, reliance on temporary staff and
lack of éxpeit skills in the administration are the order of the day. This situation definitely hinders proper

1mplementat10n of policies and projects. It is therefore essential to build upon knowledge management and

capxtal1>at10n, including practical approaches to training, mentoring, coaching and coordination mechanisms
aiming to contribute to staff retention.

‘Donors coordination: the Furopean Union remains by far the principal donor in Montenegro. or the exclusive
donor in several areas. including transport. Besides the EU. the transport sector has also attracted several

n



bilateral donors such as Czech Republic. Germany, France and Italy, as well as International Finance
Institutions (IFIs) such as the EXIM Bank of China, EIB and EBRD among others. International donors are
playing an active role in financing both road and railway infrastructure projects. This does not e’Xpli_c‘itly point
to joint programming. although the linkage between actors is now better formalised under the WBIF.
Montenegro may still turn away from the well-established donors in order to further develop its first priority
road mﬁastmcrure (larger scale, implying higher costs and more envifonmental impact). China is intensifyi ing

messages to provide one-stop solutions. Those could be eventually d1sadvantaoeous in’ economlc and R

enyv 1romnental terms to Montenegro.

Technical standards: The necessary steps to assess road projects along its feasibility criteria, is proven to be

challenging to Montenegro. The countries rigid position vis-a-vis the project sizing and construction standards

— a request for full highway profile for some sections of the Bar-Boljare highway, has complicated technical
discussions to make a decision regarding the right sizing of the project in line with expected road traffic-
volumes and environmental standards. The EU is committed to continue its suppoxt to the actxon with the:
necessity to pursue a financial and enwronmentally sustamable solution. -

3. DESCRIPTION OF THE ACTION
3.1. Intervention Logic

The Overall Objective of this action is to facilitate the development and improvement of the transport
infrastructure in Montenegro. thereby contributing to the overall efficiency and effectiveness of road transport -
operations in the Western Balkans region and leading to sustained and sustainable economic growth. . -

The Specific Outcome of this action is:
¢ Outcome [: Contribute to the fulfilment of the objectives established in the EIP Investment Flagships:

Flagship 2 “Connecting North to South™ — TEN-T Road Route 4 linking Belgrade to Podcrouca to the
‘\/Ionteneomn port of Bar will be further advanced.

The OQutput to be delivered by this action contributing to the corresponding Outcome is:

1.1 Contributing to Outcome 1: Financial support for the project implementation and constructlon of the :
section Matesevo-Andrijevica of the Bar-Boljare highway and improved connectiv ty-1n hne w ith the' o

TEN-T regulatory requirements.
The underlying intervention logic for this action is based-on the following:

EU support under this action will focus on fast. efficient. safe. sustainable and environmentally. friendly
transport links. both within Montenegro and with the neighbouring countries. The EIP clearly identifies the
investment priorities in the differeént sectors under IPA III. This action suppor ts a comprehensive appxoach- -
towards a sustainable and safer development of the main transport corridors in the Western Baﬂnns 1601011 :

and the implementation of joint EU — Western Balkan investment priorities. ' -

The Bar-Boljare highwayv (BBH) connects the Adriatic Coast (Port of Bar) to the b01der W 1rh Selbxa Boljene
and belongs to the indicative extension of the Core Trans- -European Tianspoxt Netw ork’s ("TEN-T7)

Ortent East-Med (OEM) Corridor (Budapest - Belgrade - Podgorica - Bar and Belgrade - \15 - I\mn’moxo - |

Pnsrma - Skopje — Thessaloniki).

The BBH was initially included in the South-East Europe Transport Observatory (SEETO) Comprehensive -

‘Regional Transport Network on Route 4 (Annex III Vol. 3033 and 31 33) in October 2011 as the country’s.
priority investment and component of the EU integration strategy with the aim of increasing traffic safetv and
productivity and reducing regional imbalances. Most significantlv. BBH is part of the Indicative E\tenslon of
the TEN-T Cme Network to the Western Balkans on the Orient East- \/Ied Corndor.



The importance of the full implementation of BBH has increased due to the signing of the EU Transport
Commumty Treaty on 12 July 2017, which aims to increase investments in transport infrastructure, create a
. smgle transport market in the region and integration into the common EU market, increase road safety, and
- - remove physical barriers. The latter is also one of the goals of the South-East Europe 2020 Strategy. alongside
the reduction of transport costs ‘and better exploitation of infrastructure in the SEETO network in order to
facilitate trade flows in the region. This aspect is very important for Montenegro’s poorly utilised diverse
natural resources and economic potential in order to stimulate economic growth and development.

. By crossing Montenegro starting from Bar to the border with Serbia at Boljare, the Detailed Spatial Plan of
. the BBH defines the implementation stages and the route of the highway through Djurmani (Bar)- Sozina
Tunnel - Farmacx (Podgorica) - Smokovac (Podgorica) - Uvac - Matesevo - Andrijevica - Berane - Boljare.
The BBH will be approximately 180 km. The main characteristics of each section, as currently described in
' the Detailed Spatial Plan are presented below: :

- Section I: Djurmam — Farmaci: approximately 43.5 km long

- Section II: Farmact - Smokovac (Podgorica Bypass), approximately 16.5 km long

- Section III: Smokovac — Matesevo, approximately 41 km long (constructed and open to txatﬁc n July 9072)
. -:Section IV: Matesevo — Andrijevica, approximately 23.5 km long

- Sec'uon V: Andrijevica — Boljare is approximately 55 km long

The in st secnon Smokovac Matesevo was completed and put into commermal use in July 2022. Consequently,
"\/Iomenecro is eager to continue the construction of the highway and to that end the section from Matesevo to
* Andrijevica has been prioritized in accordance with the Detailed Spatial Plan and in order to further encourage
corridor development towards an area close to Kosovo’s border and Boljare at the border with Serbia.

The MateSevo - Andrijevica section, extends across the steep slopes - mountainous terrain from Matesevo
(elev. 1 060 m) to Andrijevica (elev. 780 m) through the Tresnjevik Mountain. In a broad geographical sense,
the project area of the road section from MateSevo to Andrijevica is characterised by the river basins of Tara
~ in the west, Lim in the east and the mountain Tresnjevik crossing between the before mentioned basins.
~Generally, there is a low degree of urbanization along the section, w ith a small number of villages and with
the city centre of Andrijevica near the end of the highway section. The Tresnjevik Mountain crossing is critical
for the highway alignment and determines its technical complexity. From a technical perspective the higliway
“corridor links the «low lands» area of the Tara River tributaries (the Drcka valley) with the «low lands» of the
Lima river tributaries (the valley of Krica River) through Tresnjevik tunnel. This tunnel is the key object of
thie entire section because it overcomes the altitude difference between Tara and Lim river basins. as well as
- the TlESH_]GVIL Mountain. The topography along these parts of the alignment, with very steep ground slopes
(locally up to 75%); creates the need for extensive retaining structures (pile walls, lane cover, reinforced
. embankment) both upstream and downstream of the road main axes. :

The prel,munary designed length of the subject section of the highway is 22 km which is featured by a 3.9 km
- tunnel Tresnjevik and 7.1 km of various bridge structures. Total length of the open route is 11 km. The
" miountainous topography along the alignment also dictates the need for extensive retaining structures (piles,
. lanie cover and reinforced embankment) and for moderation in the selection of the cross-section's road profile.

. - The maximum design speed will be 100 km/h, with a typical 2x2 road cross section (lane width of 3.5 m) and

'emergency lanes (width of 2.5.m) on all open road sections of the route. The road section ends with the
~ Andrijevica mteuhange which will be constructed in two phases (i.e. first phase without the connection to the
* future road axis to Kosovo). The subject section is also featured by a number of planned auxiliary structures
and facilities, such as mamtenance base, toll stations, petrol/charging stations, palkmg lots, mformanon
cen‘ues and’ otheis

3.2. Ind_lcatlve activities

- Activities related fo Output 1.1



The EU contribution prov ided will co-finance through an investment grant the implementation of a mauue~
strategic road transport infrastructure project in Montenegro outlined in the EIP under the flagship I Connect:
North-South. Advantage will be taken of new digital technologies, prioritising green elements in infrastructure

projects, multimodal and road safety. in full compliance with the trans-European transport network policy.

The main activity will consist in the technical assistance (TA) support to project implementation and
construction of the next section of the Bar—Bolj'u‘e highway (Mate$evo Andrijevica). via grant-loan .
arrangements between the European Commission and the EBRD. This will be done through the signature of
contribution agreement with the EBRD. The lead IFI will take principle responsibility for the nnplementdtlon
of the project. Investment in the subject section of the highway will (,ontrlbute to: ' o

- Reduced travel times:

- Reduced vehicle operating costs;

- Increased transport safety significantly reducing the numbe1 of traffic acmdent%

- Foster intermodal transport:

- Transport integration of the southern. central and northern pal“ts of Monteneqro a more baianced'=

regional development and the creation of necessary preconditions for connecting w 1th the Tmm-..

European corridor network ®
- . Reduced operation and maintenance costs of transport infrastructure;
- Increased trade flows within Montenegro and with the neighbouring countries:
-. - Tourism development: :
- . Job creation (duunc construction and after for operation and mqmtenmce)

The project contributes to the implementation of the EIP for Western Balkans ﬂagship investments: as
identified in cooperation with the beneficiaries. contributing to spur the socio- €Cononlic. convergence w 1th the
EU and underpin further advances of the common regional market.

EU grant support will be channelled through the EBRD and will leverage further capital to enhance the
investment capacity in public transport infrastructure in Montenegro.. Thé project documentation
encompassing the construction of the section of the highway shall be screened for environment and climate
risk and based on relevant environmental and social impact assessments. appropriate assessment under the.
Birds and Habitats Directives. as well as climate risk assessments. in accordance with the environment and

social safeguards of the Iead ﬁnancml institution (EBRD). w hlle also xespectmcr relevant Monteneoun and EU‘ o .

I equn ement>

3.3. Mainstreaming

Implementing partner financial institutions and eligible local financial institutions will ensure that all projects - .
activities financed with EU resources respect European Union principles and comumitments in terms of
environmental and soctal impact (e.g. gender issues. equal opportunities. minorities and vulnerable groups.

etc.). climate action (zero-emissions or low. carbon development. climate proofing). ~as well as public: .-

procurement. state aid. trade policy. equal opportunities and will also respect the principles of sound financial
management with effective and pmpomonate anti-fraud measures as well as Qende1 equality, g QOOd governance
and human nohts ' '

Environmental Protection. Climate Change and Biodiv'ers'ity

Environment. climate change and disaster resilience are assessed as part of the Environmental Impact

Assessments (EIA). To a great extent this assessment has been alreadv prepared with the WBIF technical -

assistance support on drafting of the preliminary design documentation. These requirements are applied to the
implementing partner financial institutions in charge for the implementation of the projects. Partner financial
istitutions shall take into consideration the applicable envirommental and social standards and monitoring



mechamsms as well as the environmental and climate risk categories for each project. Infrastructure projects
9hall be ahgned mth sector Str: ategxc plannmg including, when relevant the Paris climate agreement.

Ge‘u'der equahty and empowerment of women and girls
- As per OECD Gender DAC codes identified in section 1.1, this action is labelled as GO.

This action will be responsive equally to'the needs of both women and men. This is particularly important in
- Western Balkans, where women still face additional barriers compared to men while trying to enter the labour
market. Iimplementing partners must take into account the EU's Action Plan on Gender Equality and Women's
" Empowerment in External. Action 2021-2025 (GAP III), which aims to accelerate progress on empowering
woinen and girls, and safeguard gains made on génder equality during the 25 years since the adoption of the
»Beljmg Declaration and its Platform for Action. The EBRD has a gender inclusion action plan and mdlcators
. in place to measure and report the impact of the investments under the gender perspective.
C onsultatlon with civil society organisations, including beneficiary agencies and NGOs, community-based
orgamsatlons and women's groups would be carried out, when possible. to ensure a balanced unpact on both
“womern and men of the mvestments

; -Other cons‘ider’ations if relevant

The main condition that must be in place for an effective and timely umplementation of the action is that the
proposed investments is a priority for Montenegro. There is therefore a need of building consensus among
main stakeholders through close collaboration among International Financial Institutions, representatives from
the beneﬁmary economies, municipalities, service provxders and other relevant stakeholders in the public and
prlvate sphere such as busmess or Uamsanons

For an eiiectlve and timely implementation of the action, both the national political stability and the quality
L of project design documentation is essential. A key condition to attract and leverage investment is a stable or
improving macroeconomic and market environment in Montenegro. Stable political and security climate, as
well as legal certainties on the beneficiary level are also fundamental to secure smooth implementation of the
mvestment. »

It is also crucial that project documentation (designs, tender documents, building permits) submitted by

- implementing partner financial institution are of sufficient quality and volume, provide sufficient added-value

- and are fully mature to be implemented. In addition, local counterpar ts and beneficiaries need to demonstrate

a full ownership and commitment in order to deliver the action’s outputs effectively and according to the needs
of the instrument and the nnplementmo partner.

Tt should also be ﬁdded that in pazallel with the action all stakeholders will interact locally with pohcvmakels
and larger business community, participate in different consultative processes as to share legal and economic
_expertise on laws and regulations pertinent to thie implementation of public infrastructure inv estments in
Moitenegro. There are significant opportunities to combine activities across beneficiary srmctuzes to deliver
. mutualiy remforcmg integrated public investment that maximises \*alue fo1 money. :

- E 3.4. Risks and external assumptions

3 Category - - | Risks Likelihood | Impact Mitigating measures }
o ’ ' (High/ (High/ '
Medium/ Medium/
S | Low) Low) :
2- planmna Fiscal space: absorption capacities: | M M The projeCt should be linked to
rocesses and -1 Impact of the projects on public debt multiannual budgetary
p levels. - limited ~availability of commitiments (o0 demonstrate |
] SySt-_emS ' o . | sustainability. Public debt_and |
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Category Risks Likelihood | Impact Mitigating measures.

(High/ (High/ ' -

Medium/ Medium/

Low) Low) o o
budgetary funds and borrowing ' recent trajectory and. expected
capacity for the projects medinm term- trajectory should |

be closely monitored. Impact on
the sovereign.or sub-sovereign |
loan/guarantee attached. to the
_project on debt sustainability.
1-external Environment and climate risks : M H | The - applicable environmental
environment - |-Assessment of the adequacy of the and social ‘safeguards will be |
- ' - . | ‘environmental and social safeguards assessed, and. . stricter
of the iumplementing parmers not requirements in line with EU -
sufficient. This can lead to requirements and lead financing
inadequate attention to institution will be introduced;
environmental. climate and sociaf Active. involvement -in. the
risks. monitoring on eénvironment and.
climate change aspects of theg
investment. i
1-external Econoinic risk : M M Participating - Financial
environment | Macroeconomic instability as well Institution will be carefully ! - °.
* as the impact of increasing interest selected using IFI's standard.! -
rates and reliance of increased selection criteria for integrity i
sovereign lending on banks. as well .and business conduct. financial
as increased inflatton  could stability, capacity ‘and appetite
negatively affect the project cost. If for “investment - / lending. ~In "
i the economic situation would further addition, the financial -capacity,
deteriorate once the public funds maturity and relevance of
have been invested. the performance projects supported by the public
of the underlying investments may sector will be carefully taken
;' deteriorate and eventually collapse. into account and monitoring of |
: Further  deterioration of the the projects will be done to -
economic situation (e.g. continued. ensure  early-detection  of |
increased inflation) can have an ‘potential issues.
adverse effect on the action {n terms
of final beneficiaries reached and
' leverage achieved.
3—people and the | Ownership: Change in management/ | M M A comprehensivé TA' su;ipq;t ‘
z orgariisation ownership, = and-or lack = of and  an. efficient -consultant |
Ownership management response in beneﬁt;ng de_pl'oy.meut . will » _hu'ther_g
i public entities and contracting minimise the risk:of slow roll-
f authority. out .and improper |
! Lack of engagement and ownership implementation. Monitoring will !
{participation. comimitment. and also be a key activity to ensure :
5 consensus must be secured) good implementation and detect 1 ‘
and address potential hiccups in *
advance. ‘
b 1- external Political risks: M M Regular dialogue.’ including at A
\ envifonment The following issues can affect ‘high . level. reguiar. goxerna11<:e_§
: ' implementation  of infrastructure meerings !
projects:
(1) change of government having an
5 impact on the project.
{it) politically " related issues not
3 necessarily linked to the project but
affecting it andor iil) lack of ,
sufficiently strong political support ?
; e for the project, . o - AT l
Cd- leUahW and hnplementauon risks: H H The ‘main t(mox to take mzo ;'

regularity

- aspects

1 Slow implementation for a variety of !

reasons.
financing

on which funding and !
counterparts have often !

consideration s

quality  of |
project preparation. rakiug also
| into account that well prepared



| Category

-Risks

Likelihood

Impact

Mitigating measures
(High/ (High/ .
Medium/ Medium/
Low) Low)

limited influence (e.g. delays caused
by disagreement agreeing project
design and the precise scope of work
for consultants in the case of
services, or the lack of project

“maturity and procurement issues).

Land * ownership. permits and
environmental risks  can  be
detrimental to timely

‘implementation of the investment.

and highly economically viable
projects are those less likely to

suffer from delays.
These factors will be monitored
carefully’ throughout

implementation to ‘raise and
address pertinent issues and
developments. Shareholders will
actively supervise the

External Assumptions
Assumpt10n3 related to the implementation of the action include:
« the beneficiary will remain politically committed;
o local ownership of the action outputs;
e financial sustainability through and efficient operation and maintenance of the 1nfrastmctu1 es;
e governments' commitment towards the European perspective;

sufficient administrative capacity of beneficiaries;
sufficient fiscal space and absorption capacities.

performance of the investment.




3.5. Indicative Logical Framework Matrix

To facilitate the .

European A
development and GDP crowth Commission
improvement of the cate = Reports. i
transport infrastructure in National . .
S Montenegro. thereby Value  of Statistic
EETA contributing to the overall trade in : Institutes. .
Impact » efficiency and oods  and Thd Tbd Central Banks
e effectiveness of road g S reports, | '
Lo . S services . :
: transport operations in the (EUR Government -
Western Balkans regian_ million) budget reports
and leading to sustained Public Finance
and sustainable economic statistics ' =
growth Eurostat, o : 1 Sl
’ Politica 0
Total length Transport ‘comumitmeit. from
{km) of the . beneficiaries,
Advanced implementation | indicative g oxm:um:y sufficient ‘
{ of the EIP Investinent extension of £ crinanen administrative .
‘ SR Flagship‘s: Flagship 2 the TEN-T secretariat - capacity . in the
- Qutcome | “Connecting North to road core 41 63 %eg;){rlt)s ) EIB ;nd beneficiaies,
1 South™ - TEN-T Road network  in - cts ii.e;llelc continued
Route 4 linking Belgrade Montenegro reg 90 EIP government:
to Podgorica to the supported by i:; 121 - comunitment
Montenegrin port of Bar- the EU = R towards the EU
hroug ! umplementation e
through new report perspective.
coustruction poLt. - financial :
sustainability |
Political
commitment from
Transport " e ;
Community beneficiaries;
_ : 7 sufficient -
o Constructed Matesevo Permanent :dfn'hi ;1ati{e
o AYAC = R . S - .
Output1 | andrijevica section of the Length — of Secretariat capaléity in the
related to | Bar-Boljare highway and geim ded ory 0 . gggg ';EH?. ;?d beneficiaries.
Oiuitcome | improved connectivity in Pe . - : specilic continued :
: . . L roads (Km) reports of the : :
1 line with the TEN-T nd. 324 1) EIP government i
- R 324 ogove ST s : i
regulatory requirements ;::u S?Henh commitiment - N
< B . . .. .
. . towards the EU |
implementation oA, EL :
report perspegtive.- ,
) financial . -

sustainabiliry i



4. IMPLEMENTATION ARRANGEMENTS

4.1. Financing agreemént
3 _‘ In order to implement thiéj_action; it is envisaged to conclude a financing agreement with Montenegro.

. 4.2. Indicative implementation period

. The indicative operational implementation period of this action, during which the activities described in
~ section 3 will be carried out and the corresponding contracts and agreements implemented, is 72 months from
_ the date of conclusion of the financing agreement or agreement on the subsequent budgetary commitments.

_ Extensions of the implementation period may be agreed by the Commission’s responsible authorising officer
by amending this Financing Decision and the relevant contracts and agreements.

'4.3. Implemé‘ntatidn modalities

- The Commission will ensure that the EU appropriate rules and procedures for providing financing to third
_ parties are respected including review procedures, where approprlate and compliance of the action with EU
‘ resmctlve measures. :

_ 4.3.1. _Indireét management with a pillar-assessed entity

This action may be implemented in indirect management with the EBRD.

This implementation entails, among others. the contracting, implementation. mformation and visibility,

' - monitoring and reporting of the action activities, and the evaluation thereof whenever relevant, in accordance

‘ with the principle of sound financial management, and for ensuring the 1egahty and regularity of the
" expenditure incurred in the implementation of the infrastructure investment project in Montenegro, namely

~ the Flagship 2 “Connecting North to South” — TEN-T Road Route 4 linking Belgrade to Podgorica to the
Montenegrin port of Bar, séction MateSevo- Andru evica.

The env1saged entity has been selected using the following criteria: i) loncstandmo e\penence in procuun
~and ii) managing contract implementation of major infrastructure investiment projects. The EBRD has a track
record and expertise as one of the founding members of the WBIF. Itis a longstanding partner in the inception,

~-. realisation and implementation of the WBIE. Over the 10 years of operation of the WBIF, the EBRD has in

© partnership with the C ommission successfully prepared and / or implemented infrastructure projects and
demonstrated the capacity to be entrusted with the implementation of the action.

4.4, Scope of gebg'ljziphical 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
1elex ant contl actual documents shall apply, subject to the following provisions.

The C onnmssxon 's authorlsmg officer responsible may extend the geographical eligibility on the basis of
urgency or of unava11ab1hty 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 action

11np0551ble or e‘(ceedmolv difficult (Article 28(10) of the NDICI-Global Europe Regulation).

-



4.5. Indicative Budget

Indicative Budget _ S
components EU EU EU EU EU ngeative: .
. . . . . . . . . L . ‘a-party .
' Contribution | Contribution | Contribution | Contributionr -| Contribution § ]: "bp tiozl
2024 2025 | 2026 2027 2024 . - | SomIHIOUHON:
e o o = " . in currency
- ) . -1 2027 e
(_EUR) (EUR) (EUR) (EUR}' | 2027(EUR) identified -
Methods of implementation —
cf. section 4.3
1500000 | 58500000 | 40000000 | 50000000 | 150000000 | 450000000
Indirect management with
EBRD —cf. section 43.1 _
Evaluation —cf. section 5.2 [may be N.A N.A NA N.A, NA
Audit — cf. section 5.3 covered by : |
: another oo
Decision] . R
Strategic - Communication [may be N.A N.A. NA. . N.A NA
and Public Diplomacy - cf. | covered by )
séction 6 another
_Decision]
Contingencies
. T * 2 1G? _. . : s
Tl EU contribution 2024 | 4 500000 | 58500000 | 40000000 | 50000000 | 150000000 | 450000000

4.6. Organisational Set-up and Responsibilities

Overall responsibility for the implementation of the action lies with the EBRD and the Ministry of Transport
in charge of coordinating activities among stakeholders and defining the implementation timieframe of =
activities. The Ministry is in direct communication with all administrative bodies involved in the management
and implementation of the action. EBRD shall applv the same standard of due diligence and care as applied
to its own operations and shall implement the action in accordance with its own rules and p1ocedm es.

One of the administrative bodies established under the competence of the Ministry to act as public ente1p1 ise
in terms of planning. construction. operation and maintenance of highways and expressways is Monteput. On
the other hand. the Transport Administration performs tasks related to the management, development.
construction. reconstruction. maintenance and protection of the state roads of Montenegro. For the policy
development of the national road network. the Directorate for Road Infrastructure has the mandate to dew elop
projects in the subsector. in full coordination with Monteput and Transport Admuustxation o

The Government of Montenegro has established the Council for Public Investments. chaired bv the prime

minister. and composed of other members representing relevant ministries (finance. economy. transport.
ecologyv. EU affairs. energy. urban planning). Monteput.

Transport Administration and Union of )



municipalities. Inter alia, the council is tasked to coordinate activities in the process of preparing the
_construction of hlghways and other capital projects infrastructure facilities in the field of road economy;
coordinate cooperation with " international financial institutions and investors; achieve international
’cooperatlon with international organizations for improvement of planning and implementation of the capital
budget. Representatxves of the Commission and relevant international financial institutions may be in
- attendance in the capac:1ty of observers or reporters, without the right to vote.

g As part of its preloganve of budget implementation and to safeguard the financial interests of the Union, the

- Commission may participate in the above governance structures set up for governing the nnplementatlon of
~-the action.

5. PERFORMANCE MEASUREMENT |
5.1. Monitoring and reporting
~* The day-to-day technical and financial monitoring of the implementation of this action will be a continuous

process, and part of the implementing partner’s responsibilities. To this aim, the implementing partner shall
establish a permanent internal, technical and financial monitoring system for the action and elaborate regular

- progress reports (not less than annual) and final reports. Every report shall provide an accurate account of

- implementation' of the action, difficulties encountered, changes introduced, as well as the degree of
~ achievement of its Qutputs 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, using as
. reference the logframe matrix.

. The Commission may undertake additional project monitoring visits both through its own staff and through
independent consultants recruited directly by the Commission for independent monitoring reviews (or
{recmited by the responsible agent contracted by the Commission for implementing such reviews).

Arrangements for momtouncr and 1eportmg, including roles and respon51b1ht1es for data collecnon analysis
and momtonng '

Internal monitoring

The Comimission is responsible to ensure the overall monitoring of the investment and activities implemented
under the action. To this end, the Commission collects, contractually agreed, reporting from the implementing
partners that allows it to gather relevant performance data (process. output arid outcome indicators) which are
-analysed and serve to track the progress versus the targets and milestones established. To complement this.

- the Commission organises regularly review meetings with relevant stakeholders, which include:

. e Regular meetings between partner country, EBRD and EU Delegation;
@ Ad-hoc bilateral meetings with IFIs and beneficiaries to discuss specific issues with the most
© appropriate composition;
¢ Review meetings, held regularly, together with EU Delegation and geographic desks to timely identify

v issues and envisage actions.

The overall progress (including the compliance, coherence, effectiveness, efficiency and coordination in
. m1p1ementat10n of financial assistance), will be monitored through the following means: nnplementmg IFIs’
"‘own monitoring, Result Orientated MomtounG (ROM) system; beneficiaries' own monitoring; joint
momtormo by the European Commission (DG NEAR) and the EU Delegation. Monitoring and evaluation
_reports may be launched by the European C ommission as part of the regular monitoring and evaluation plans
- on external assistance.

Operational monitoring

The European C‘omnnssmn monitors openatlonallv the implementation of the acnon through 1ecrular
mtemhanoes with EBRD and reporting provided by external consultants present on the territory. Regular

10



meetings and exchanges with the EU Delegations are an essential element of the operational momtonno on -
the projects implemented through EIP. R

Financial monitoring

The Emopean Commission also regularly ‘monitors ﬁnancmllv the unplementatlon ot the IPA funds:
contributing to EIP. ;

EBRD shall produce annual progress reports and financial reports on the use of the funds receiv ed as w ell as’
submit the most recent annual audit report produced by external auditors. : ' :

5.2, Evaluation

Having regard to the 1mp01tame of the action. a mid-term and ex- po&t e\:'xluatlons will be camed out t01 tlus-
action. contracted by the Commission. :

A mid-term evaluation will be carried out for pmblem solving. learning puxposes n pamculzu w1th 1espect to
environmental and implementation risks. Independent evaluations of operations may be carried out by EBRD B
Upon Lequest the 1esults of such missions may be reported to the European Commission. : o

Ex-post evaluation will be carried out for accountability and learning purposes at various levels (in¢ ludmc for-
policy revision). taking into account in particular the fact that this action should contribute to the main.
objectives of the EIP.

The Conunission shall form a Reference Group (RG) composed by representatives from the main stakeholders
at both EU and national (representatives from the government. from civil society organisations (private sector.
NGOs. etc.). etc.) levels. If deemed necessary. other donors will be invited to join. The Commission shall
inform the implementing partner at least 6 months in advance of the dates envisaged for the evaluation exercise
and missions. The implementing partner shall collaborate efficiently and effectively with the evaluation
experts, and inter alia provide them with all necessary information and documentation. as well as access to -
the project premises and activities.

The evaluation reports shall be shared with the partner country and other kev stakeholders following the best
practice of evaluation dissemination. The implementing partner and the Commission shall analyse the .
conclusions and recommendations of the evaluations and. where appropriate. in agreement with the par tner
country. jointly decide on the follow-up actions to be taken and any adjustments necessan mcludmg. if
indicated. the reorientation of the p101ect ‘

5.3. Audit and Verifications
Without prejudice to the obligations applicable to contracts concluded for the implementation of this actior.
the Comumission may. on the basis of a risk assessment. LOHU act mdependem audlt orv entuauon a%wmnem\.
for one or several contracts or agreements. : '

6. STRATEGIC (‘OSI.\I['.\*ICATION AND PUBLIC DIPLOMACY

All entities implementing EU-funded external actions have the contractual obligation to inform the relevant
audiences of the Union’s support for their work by displaving the EU emblem and a short funding statement.

as appropriate on all comimunication materials related to the actions concerned. To that end they nnmt Lompl\ o

with the instructions given “in the 2022 cuidance oowmem :

' (or anv successor document). ,
This obligation will apply equally. L‘egardless of whether me actions concerned are umplemented by the
Commuission. the partner country, service providers. grant beneficiaries or entrustad or delegated entities such
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as. UN agencies, mtematlonal tmancxal institutions and agencies of EU Member States In each case, a
~ reference to the relevant contractual obligations must be included in the respecme financing agreement,
procurement and grant contracts, and contribution agreements.

- Visibility and communication measures ‘specific to this action shall be c,omplementaly to the broader

¢ communication activities nnplemented directly by the European Commission services and/or the EU

Delegation. The European Commission and the EU Delegation should be fully informed of thé planning and

1mplementat10n of the specific visibility and communication actlvmes notably w1th respect to the
- communication natrative and master messages. :

- Implementmc parmem shall keep the Commission and the EU Delecanon fully mtonned of the planning and

~ implementation of specific visibility and communication activities before the implementation. Implementing
partners will ensure adequate visibility of EU financing and will report on visibility and communication
- actions as well as the results of the overall action to the relevant monitoring comunittees,

7. SUSTAINABILITY

The key aspect in ensuring the sustainability of the action's results will be a strict focus on the projects
imbedded in the beneficiary’s sector strategies and sector work programmes. The political commitment from
the beneficiaries .to keep developing and maintaining the completed infrastructures, as well as a strong

involvement of the existing structures, (e.g. Transport Community), will be decisive to attain and sustain the
 action's objective.

The availability of ﬁnancmg for sustainable transport projects can be also effective in developing necessary
auxiliary infrastructure, including intelligent transport system, charging infrastructure for electrical vehicles,
_ete. Furthermore, the action will increase the overall safety performance rate of Montéenegrin roads, through
construction of a new road infrastructure fully in accordance with the TEN-T compliance criteria.

The action is supporting the improvement of transport infrastructure. which in general play an important role
giy sustamable socio-economic and econoniic progress of a society. Construction of the section Matesevo-
. Andrijevica can be considered justified from the standpoint of social and economic importance for several
“reasons as it will intensify work on a number of activities on the road corridor 4 which will have impact in the
. long term such as: agriculture, tourism, connectivity, wood processing industry, etc. The action will be
: unplemented in an area through which people and ‘goods will flow, increasing cooperation with neighbouring
cities in productlon and" consumption and thus allowing the area to become a more developed part of
Montenegro. :

~ The action will contribute to both national and regional economic growth and competitiveness. It will provide
‘efficient, safe and fast connection between the underdeveloped northern and developed southern area of
Montenegro, giving the opportunity of convergence and integration between these areas and improving people
and goods mobility. Economic benefits are having a major impact on the sustainability, comprising of
reductiotis in road users’ costs, i.e. travel time costs, vehicle operating costs, environmental costs and accident
costs. The most s1..mhcant {(in monetaxy terms) economic benefits are travel time savmgs and accidents costs.

The acnon will also tac1htate access of Montenegro to regional markets and decrease of the direct purchase
costs, improving the business environment in Montenegro. Moreover. the engagement of local construction
companies, equipment, materials providers, and labour in the construction process, will have further positive
effects on the economy. It will also enhance the touristic potential of the northern area “of Montenegro. by
improvmg the connections of the developing winter tourism resorts, thus positioning Montenemo as'a full-
_ year tourist destmatlon in line with the respective tourism sirategy.

Since thé Bar-Boljare Highway is the extension of the TEN-T corridor in the Western Balkans, it will prov1de
 efficient connection between north, central and south European Union: and the Western Balkans. It will
increase the potential of the Port of Bar by unprovmo its connection to the corridor, which would allow for
_ increased exports from the landlocked countries in the region. However, as with- any new motorway
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construction, there will be some residual negative impacts, for e\ample n terms of land take mvoluntary
resettlement, use of scarce resources and visual change to landscape. :
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—\ppendn 1 IDE\’TIF ICATION OF THE PRIMARl IVTERVE\’TIO\’ LEVEL FOR REPORTING
I\ OPSYS

A Pumary intervention (project/programme) is a coherent set of results structured in a logical framework
“aiming at dehveuno development chanoe or progress. Identifying the level of the primary intervention will
allow Ior

v Differen_tiat-ing these Actions or Contracts from those that do not produce direct reportable
development-results. defined as support entities (i.e. audits, evaluations):
¥ Articulating Actions and’or Contracts according to an expected common chain of results and
therefore allowing them to ensure a more efficient and aggregated monitoring and repomnc of
penounance
v Ha\ ing 2 complete and ethlustwe mapping of all results- bea1 ing Actions and Contracts.

- Th_e'pre'sent‘ Action.identiﬁes as

Contract level (i.e. Grants. Contribution Agreements. any case in which foreseen individual legal
commitments identified.in the budget will have different log frames. even if part of the same Action
Document)

= E Single Contmct 1 <foreseen individual legal commitment (or contract)>

- For the pmpo>; of consistency berween terms in OPSY'S. DG INTPA. DG NEAR and FPI have lmmomsed 3 key terms. including
“Action” and ‘Tatervention” where an “Action” is the conrent (or part of the content) of a Commission financing Decision and
‘Tntervention” is a coherent set of activities and results which constitutes an effective level for the operational follow-up by the EC

‘of its operations on the ground. See more on the
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