ADDENDUM No. 1

TO THE FINANCING AGREEMENT

for

Country Action Programme for Montenegro for the vear 2016 - 2016/037-
896

As originally concluded between the European Commission and Montenegro on
22/12/2017

The European Commission. hereimnafter 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 "the IPA II beneficiary”. represented by
the European Integration Office.

of the other part.

jointly hereinafter referred to as "the Parties".
Whereas.

(1) The Commnussion adopted on 02/122016 a Commuission Implementing
Deciston C(2016)8226 final establishing the Country Action Programme for
Montenegro for the vear 2016. This Programme is implemented by means of
a Financmg Agreement concluded between the Montenegro and the
Commission on 22/12/2017.

(2) Due to the COVID-19 cnsis. a part of this Programme has been
mcorporated nto a Resilience Contract under Budget Support.

(3) It is necessary to bring the Financing Agreement in line with the amendment
to the Programme adopted by Commnussion Decision C(2020)5268 on
28/07:2020.



HAVE AGREED ON THE FOLLOWING:

Article 1

(1) The Annex I to the Financing Agreement concluded between the

European Commussion and Montenegro on 22122017 is replaced by the

Annex I to the present Addendum No 1.

(2) The Annex IA to this Addendum i1s added as a new Annex to the

Financing Agreement.

Article 2

All other terms and conditions ot the Financing Agreement remain unchanged.

This Addendum No | shall enter mnto force on the date on which it 1s signed by

the last party.

Done m two originals. one being handed to the Commission and one to the [PA

II beneficiary.

FOR THE IPA I BENEFICIARY

Mr Aleksan: ar‘:D;_{ljévié
Chief Negotiator and

. FOR THE COMMISSION

Ms Genoveva Ruiz Calavera
Director D. Western Balkans
Directorate- General for
Neighbourhood and Enlargement
Negotiations

Date: 2 /7 /220




ANNEXI

Country Action Programme for Montenegro for the year 2016

1 IDENTIFICATION

EU Contribution
Budget line

Beneficiary | Monrtenegro

CRIS/ABAC Commitment | [PA2016/037896

references :

Total cost ' EUR 25650 290

' EUR 22 948 900 !

22.020102

Management Mode/
Entrusted entities

- Action 3 - Support to COVID-19 crisis response 1n

| — Directorate of Public Works for Action 1. and

| execution of the Actions:

| — Ministry of Sustainable Development and Tourism for |

- below:

Direct management by the European Commission for:

Montenegro (Budget Support)
Indirect management by the entrusted entities listed

Central Finance and Contracting Unit (CFCU,
Direcrorate for the Financing and contracting of EU
Assistance Funds, Ministry of Finance,) for Action 2.

together with the lead mstitutions responsible for the

Action 1. and
Ministry of Economy for Action 2

Final date for concluding
Financing Agreements with
the IPA II beneficiary

| At the latest by 31 December 2017

Final date for concluding
procurement and grant
contracts

Three years following the date of conclusion of the

Financing Agreements,

with the exception of the cases listed under Article
189(2) Financial Regulation

Final date for operational
implementation

Six vears following the date of conclusion of the
Financing Agreements.

Final date for implementing
the Financing Agreement
(date by which this programme
should be de-commuitted and
closed)

12 years following the conclusion of the Financing
Agreements.

Programming Unit

' DG NEAR Unit D.1 Montenegro

Implementing EU Delegation

' Delegation of the European Union to Montenegro

)



2  DESCRIPTION OF THE ACTION PROGRANNMIE

2.1 SECTORS SELECTED UNDER THIS ACTION PROGRAMME

o Rationale for the selection of the specific sectors under this programme:

The Annual Country Action Programme for Montenegro for the 2014 under IPA II
contributed to the achievement of the objectives identified in the Indicative Strategy Paper
2014-2020 (ISP) of Montenegro® through actions covering six of the eight priorities defined
m the ISP; Democracy and governance. the Rule of law and fundamenial rights. Enviromment
and Climare Action. Transpori. Competitiveness and Inmovatrion. and the Agriculmire and
rural development sector. Democracy and governance and the Rule of law and fundamenral
rights sectors were also in the focus of the Annual Action Programme for Montenegro for the
vear 2015 through the sector budget support programme aimed at supporting the
implementation of the Integrated Border Management Strategv. The Acrion Progrannne for
Monrtenegro for the vear 2016 comes to complement the previous IPA II support programmes
with a focus on economic development and growth by providing assistance to the
Environment and Climate Action, Competitiveness and Innovation and Education,
employvment and social policies sectors.

Based on the sector approach principle. m 2015 Montenegro developed a Regional
Development Operational  Programme 2016-2020 (RDOP) to provide a multiannual
framework for IPA programming in Environment and Competitiveness sectors (as well as
Transport). The RDOP defines the sequencing of the activities: the actions planned for 2016-
2017 will focus mainly on technical assistance. capacity building and project preparation
while from 2018 onwards competitiveness schemes will be introduced and phvsical
infrastructure developments can be launched.

The Country Action Programme for Montenegro for the vear 2016 allocates EUR 11 385 975
for capacity building and acquis related activities for the sector Environment and Climate
Action and EUR 6 228 900 for strengthening the Competitiveness and Innovation sector
of Montenegro. The two actions. 1n line with the strategic objectives of the ISP, will bring
added value to Montenegro. as well as to the European Union by supporting the integration
process and by contributing to the economic development of Montenegro and the EU. Within
the Education. emplovment and social policies sector. EUR 5 334 025 1s allocated for
Support to COVID-19 crisis response in Montenegro. following the outbreak of worldwide
COVID-19 pandemic.The allocation of 2016 funds will help Montenegro to ensure
immediate response in a crisis induced by COVID-19 and overcome the challenges faced by
the sectors and hampering the growth potential of the country. In the field of Environment,
Montenegro has significantly changed its legal and policy framework since 2007 by adopting
new laws and further developing the strategic framework for the sector. However. the
implementation of legislation lags behind the efforts made to improve the legal and policy
framework. In the Competitiveness and Innovation sector, several obstacles hamper a
sustainable growth of the Montenegrin economy, such as a limited access of small and
medmum enterprises (SMEs) to financing.

L C(2014)5771 of 18.08.2014 — Commission Implementing Decision adopting an Indicative Strategy Paper for
Montenegro for the period 2014-2020"
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o Overview of past and on-going EU, other donors' and/or IPA II beneficiary's actions
in the relevant sectors:

In the area of Environment and Climate Action sector. previous assistance under IPA I
focused mamly on the alignment with the environmental aecguis, administrative capacity
building and infrastructure development in the water and waste management sectors. The
project “Establishment of Natura 2000 nenwork” under IPA 2012-2013 aumed to carrv out all
necessary activities to start with laving foundations. including extensive field mapping and
data gathering of future Natura 2000 network in Montenegro. 1 line with the requirements of
the EU Birds and Habitats Directives. Under IPA II. the 2014 Annual Country Action
Programme identified two intervention area for "Srrengthening the capaciries for air qualin:
management in Montenegro” and "lInplementation of the Warer Framework Directive” with a
EUR 2 835 000 EU contribution. The Actions planned under IPA 2016 complement these
interventions.

As regards the Competitiveness and Innovation sector. previous assistance under IPA 1
focused on supporting the development of a sector strategv and financing measures to
strengthen the business environment and to facilitate access to the Internal Market. Under
IPA 1L three actions supported the sector m 2014: "Enliancement of business enviromment
and competitiveness of the private sector”. "Support to regulation of financial services and
"Alignment with and implementation of the EU internal marker acquis” with a total budget of
EUR 5 350 000. Activities foreseen under IPA 2016 are a continuation of these actions. The
preparation of a study on identification of the main areas for implementation of grant
schemes for SMEs and clusters (e.g. quality standards. mnovations) as well as
implementation of pilot competitiveness grant schemes 1s under preparation with IPA 2014
support. Funds are commuitted to training and to technical assistance for staff of an Innovative
and Entrepreneurial Centre and for the provision ot detailed technical specifications for
equipment to be mnstalled in three laboratories.

International organisations (IOs) such as the UN system. together with international
financial institutions (IFIs) like the World Bank Group (WB). the European Bank for
Reconstruction and Development (EBRD). the European Investment Bank (EIB). and
bilateral donors such as the Kreditanstalt fiir Wiederautbau (KfW) are also playing an active
role 1 providing assistance to finance the three sectors in Montenegro.

In the field of Environment and Climate Action, the UN Development Programme
(UNDP) provides assistance to Montenegro for a swifter market transformation toward low
emissions. a resource efficient economy, and resilient ecosystems. economies and
comununities. Examples of activities carried out with UNDP’s support include the tlood risk
assessment of 12 municipalities or the development of water treatment svstem 1 Mojkovac.
KfW is mainly active in the energy sector and in municipal infrastructure, including
financing wastewater treatment facilities for the municipalities of Kotor and Tivat and the
implementation of sewage disposal measures at the Kotor bay. As regards the EIB, a loan
agreement supports the rehabilitation and construction of water and waste infrastructure in
municipalities across the country.

As regards Competitiveness and Innovation. the UN Industrial Development Organisation
UNIDO and UNDP are working with the Government on the implementation of economic
reforms for enhancing the competitiveness of economy in Montenegro through industrial
modernization and upgrading. enhancing the linkages between science, mnovation and
industry, clusters and export consortia development. youth and women employment and
entrepreneurship activities. EIB has approved a new loan facility to the Investment and
Development Fund of Montenegro (IDF) as financial intermediary in the amount of EUR 70
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million for financing small and medium-sized projects carried out primarily by SMEs as well
as local authorities. At the end of 2015 IDF became a member of ENIF — Enterprise
Innovation Fund within the Western Balkans Enterprise Development and Innovation Facility
(WB EDIF) Program. EBRD tries to address the issue of access to finance for businesses
partly resulting from the elevated risk-averse lending by banks. by encouraging partner banks
t0 1ncrease their lending to SMEs. via direct financing to support SMEs' innovation and
through policy dialogue to improve investment climate with a focus on agribusiness and
tourism sector. The European Fund for South-East Europe (EFSE). as well as KfW, also play
an active role 1 giving many micro-entrepreneurs access to financial services.
Approximation of the legislation with EU acquis on free movement of services and
competition protection (ALA) was also supported through a project co-financed by the
European Union and BMZ. implemented by GIZ (Deutsche Gesellschaft fiir Internationale
Zusammenarbeit). with the Ministry of Economy as the main beneficiary.

Experiences gained during the previous programming periods and implementation of
previous projects shows some important lessons learned which need to be taken into account
for future IPA assistance. in order to avoid possible overlaps and also to ensure that issues
identified during the programming andor implementation of previous projects will be
addressed:

- Planming and programming of IPA4 assistance should be improved by improving
communication and coordination among project beneficiaries and projects. increasing
administrative and monitoring capacity. better linking EU assistance to national sector
strategles and action plans.

- The government's strategic planning. project prioritization and especially project
implementation capacities need to be strengthened, and policy development and
coordination should be strengthened. The implementation of projects requires that
stitutions have adequate staft capacities available for working on activities during the
lifetume of the project.

- The secror approach concepr should be further internalised for future IPA support.
avolding 1solated infrastructure projects. and focusing more on the accession process.
building among others the required capacities for a successful implementation of EU
acquis.

- During the programming. more tocus should be given to sustainabilinv concerns having in
mind that high emplovee turnover. reliance on temporary staft and lack of expert skills in
the administration hinder proper umplementation of policies and projects.

- As coordination among stakeliolders 1s recognised as a problem. its overcoming will
require comprehensive and clear information tlows and focus on common understanding
of responsibilities. obligations and deadlines.

- A clear link berween reforms and capacity building initiative m the sector and the
horizomal public administration reforms (PAR Strategy 2016-20) is to be ensured. A
partial reform of the civil service is part of the upcoming PAR Strategy 2016-20.
Competent authorities need to be very proactive in cooperation with relevant stakeholders
at central and local level and to improve inter-sectoral cooperation with other ministries
in the programming and implementation of projects financed with the support of IPA.

- Finally. consultation with the relevant external stakeliolders (CSOs, economic operators.
etc.) 1s crucial tor the implementation of legislation and programming of EU funds.

As regards the Education. employvment and social policies sector. in order to mitigate the

impact of the COVID-19 pandemic and crisis in Montenegro. a large-scale and all-
encompassing budget support programme. worth EUR 40.5 EU contribution has been
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identified as the most effective and efficient intervention to help Montenegro reduce the
negative effects of the crisis on the economy. preserve vulnerable social groups from the
disruptive effects of the crisis and guarantee their continued access to basic social services
and increase access of vulnerable business to economic relief

- Within the Response to the COVID-19 crisis sector in order to mitigate the impact of the
COVID-19 pandemic and crisis in Montenegro. a large-scale and all-encompassing
budget support programme. worth EUR 40.5 EU contribution has been 1dentified as the
most effective and efficient intervention to help Montenegro reduce the negative effects
of the crisis on the economy, preserve vulnerable social groups from the disruptive etfects
of the crisis and guarantee their continued access to basic social services and increase
access of vulnerable business to economic relief. In the EU response to the crisis.
synergies are sought between this programme and the following operations. either already
provided or planned. also 11 conjunction with other donors:

e Montenegro has requested an emergency financial support from the European Macro
Financial Assistance (MFA). up to EUR 60 mullion. MFA 1s an EU crisis response
mstrument linked to the emergency Rapid Financing Instrument of the International
Monetary Fund (IMF). The objective of this assistance 1s to ease the country’s external
tinancing constraints. alleviate its balance of pavments and budgetary needs. strengthen 1ts
foreign exchange reserve position and help the country address the current external and
tinancial vulnerabilities. The MFA 1s available for 12 months period and disbursed 1n two
instalments of up to EUR 30 muillion each. The policy conditions attached to this assistance
will be based on the economic stabilisation and reform programme endorsed by the
Montenegrin authorities and consistent with agreements reached by Montenegro with the
IMF. The process of agreeing upon a Memorandum of Understanding and setting the
MFA conditionality 1s ongoing.

e SOPEES programme (National IPA 2020, EUR 3.5 nullion): the programme aims at
enhancing inclusion and emplovability of the long-term unemploved. with the focus on
social welfare beneficiaries. women. vouth. by supporting life in the community and
through local partnerships initiatives for employment.

e Improvement of Budgeting System. Multi-annual Budget Framework and Public
Internal Financial Control System (National IPA 2014, EUR 1.3 million): the project
aims to increase fiscal sustamability and sound management of public finances in line
with EU requirements. The specific objectives of the contract are: a) the full
implementation of a medium-term budget framework. b) the full development and
implementation of a program budgeting based system and ¢) the improvement ot Public
Internal Financial Control system. The contract will include complementary activities to
support the transition to accrual accounting. to umprove the quality of budget documents
and for the establishment of a system of prevention and recovery from potential threats to
business continuity.

e Development and strengthening of the capacities of State Audit Institution and
Audit Authority (National IPA 2014, EUR 0.6 million): the project aims to further
strengthening public sector external audit in Montenegro by providing support to Audit
Authority (AA) and State Audit Institution (SAI). This includes strategic advice.
improvements of operational manuals and procedures for different tvpe of audit including
usage of ad hoc IT tools. trainings. on the job assistance and strengthening relationships
with the parliament.
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¢ Support to strengthening health systems and vulnerable groups (EUR 20 million IPA
multicountryv): 1. New interventions to support needs of vulnerable groups. especially
elderly and children: 2. Interventions to improve the resilience of health svstems. by
intensifving existing work through the European Centre for Disease Prevention and
Control. as well as a new engagement with the WHO.

e Economic Reactivation Package (EUR 455 million, IPA multicountry): The
interventions will support the economv recover and inject much needed liguiditv to
financial mtermediaries and SMEs in the region through work with the IFIs (EUR 202
million reorientation of existing programmes. plus “new funding” including: EUR 93
million reprogrammed IPA funds. EUR 38 mullion of the IPA 2020 programme adapted to
COVID-19. and EUR 120 million of the Western Balkans Guarantee reoriented to mitigate
the socio-economic consequences of the pandemic).

e In addition. a package of emergency support measures dedicated to Western Balkan
Countries has being discussed. to be implemented by EIB. in the amount of EUR 700
mullion. Funds will be granted. if requested. primarily to help the health sector. small and
medium-sized enterprises and entrepreneurs to overcome the liquiditv problems caused by
the pandemic crisis. The assistance will also include the expertise of the EIB together with
partner banks m the countries. The definition of needs and priorities 1s ongoing.

In the response of the international community. close coordination will be ensured between
the EU and the following entities and projects:

¢ The Rapid Financing Instrument (RFI) (IMF, EUR 30 million) provides rapid and
low-access financial assistance to its member countries facing an urgent balance of
pavments need. without the need to have a full-fledged program in place. It can provide
support to meet a broad range of urgent needs. including those arising from commodity
price shocks. natural disasters. conflict and post-conflict situations. and emergencies
resulting from fragility. Financial assistance under the RFI is provided in the form of
outright purchases without the need for a full-fledged program or reviews. Montenegro
requested RFI assistance i April. and the procedures for its approval is ongoing.

o Second Fiscal and Financial Sector Resilience Policy-Based Guarantee (World Bank.
EUR 80 mullion) was used for the execution of EUR 250 million syndicated loan in May
trom commercial banks. The 12-year loan has been withdrawn in mid-May. with a 3.63%
mterest rate. Its release was conditioned to the implementation of governmental reforms to
sateguard fiscal sustamnability and make the financial sector more resilient to potential
shocks. The WB 1s considering to increase the guarantee of additional EUR 25 mullion
with the aim to further ease the COVID-19-related pressure on the public finances.

¢ Support to the reform of the svstem for determination of disabilities (UNDP, EUR 1
million EU support): the purpose of this action 1s to rationalise the way the National
Disability Determination System is conducted in Montenegro. as to facilitate access to the
adequate services to the right users. The foreseen result will be the establishment of a
functional national disability determination svstem. This area has been identified by the
EU as a gap 1n the overall governmental programme dealing with the social card system.

o Gender Programme (UNDP, EUR 0.735 million EU support): the project focuses on
three areas of gender equality: economic empowerment of women. fight against gender
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based violence and political participation of women. The activities include tramning of
around 130 women in entrepreneurship in Podgorica and Nicksic. with the development of
business plans. In addition. 16 municipalities allocated budget lines for women
entrepreneurship (EUR 120 000).

Protection of children from violence (UNICEF, EUR 0.3 million EU support): the
project aims at providing quality prevention and protection services so that children are
effectivelv protected from all forms of violence and exploitation. Its specific objective 1s
to strengthen the capacities of social and child protection. health. education, police. and
Justice professionals to prevent and protect children from violence and to enhance inter-
sectoral collaboration so that children are provided with high quality. multi-sectoral
support. Activities include the improvement of the case management svstem and rraining
for case managers who work with children who were exposed to violence:

The project Early Childhood Development (ECD) in Montenegro (UNICEF, EUR 1
million EU support) aims to support the improvement of health and development of
children up to 6 vears of age. including children with disabilities. in order to reach their
full potential. Its specific aun 1s to ensure that voung children. especially the most
vulnerable. and their parents'caregivers benefit from quality. equitable, mutually
reinforcing svstems of health. education. social and child protection. In addition. the action
will support the development of the first national ECD policy. with a costed Action Plan
and a clear monitoring and evaluation framework. Start date: Ist August 2020.

Supporting Entrepreneurship through Advanced Advisory and Information Services
for SMEs (EBRD, EUR 1.4 million (EU support): the project aims to enhance the
business environment and competitiveness of the private sector of Montenegro. by
providing direct advisory assistance for SME and by supporting the development of the
Single Access Point for business information.



List of Actions foreseen under the selected Sectors/Priorities:

Environment and Climare Action

INDIRECT MANAGEMENT
WITH THE IPA II beneficiary

| Action 1- "Capacity Building and Acquis related EUR 11 385973

| Activities for Sector Environment & Climate Action”

TOTAL CEUR 11385975

Competitiveness and Innovation

INDIRECT MANAGEMENT
wITH THE IPA II beneficiary

Action 2-"Strengthening the Competitiveness and EUR 6 228 900

Innovation sector of Montenegro"

TOTAL EUR 6 228 900

Education, employment and social policies sector

DIRECT MANAGEMENT
by the European Commission

Action 3 - Support to COVID-19 crisis response 1n EUR 5334025

Montenegro

TOTAL EUR 5334025

2.2  DESCRIPTION AND INIPLEMENTATION OF THE ACTIONS

' SECTOR Environment and EUR 11 385975 |
i Climate Action .
Action 1 Capacity Building and | Indirect EUR 11385975 |
: Aequis related management ;
i Activities for Sector by b;n eficiary |
Environment & - X |
3 Climate Action country |

(1) Description of the Action, objective, expected results and key performance indicators

Description of the Action and objective:

)



The overall objective of Action | - "Capacitv Building and Acquis related Activities for
Secror Enviromment & Climate Action™ is to support Montenegro's alignment with the EU
acquis under Chapter 27 of the accession negotiations. as well as to increase the
administrative capacity through institutional building. The specific objective of this Action 1s
to support the transposition process and develop the institutional capacity for strategic
planning. implementation and enforcement of environmental and climate change acquris. in

line with the National Environmental Approximation Strategy - NEAS.

This Action will assist Montenegro by contributing to the development of technical capacities
tor the sound implementation of EU acquis for the sector Environment and Climate Action.
providing support for:

— harmonising the Montenegrin legislation with the EU environmental acquis:

— strengthening the mstitutional framework and admunistrative capacities for planning and
implementation of environmental policies.

It is also important to support public awareness-raising on issues relevant to environmental
protection and climate change.

The Action will tfocus on the followmg subsectors: horizontal (cross-cutting)
legislation’issues. ambient air quality (AAQ). water management, waste management.
industrial pollution control. chemicals management. nature protection. noise assessment and
management in environment and civil protection and climate change as a separate sector.

Expected results and key performance indicators:

The main expected results of this Action include:

— 1mproved administrative capacity for the Environment and Climate Action Sector:

— alignment of the national legislation with the EU acquis for Environment and Climate
Action Sector:

— alignment of Project Pipeline. National Strategies and Implementation Plans with the EU
acquis for Environment and Climate Action:

Progress towards reaching the expected results will be measured according to a number of

key indicators. mcluding:

— Progress made towards meeting accession criteria, as assessed by the Montenegro
(Progress) Report under Chapter 27 — Environment

— Level of effectiveness of NEAS Action Plans for Transposition and Administrative
Capacity (composite indicator). made of:
- 9% achievement Activities Plan for Transposition of Legislation. and
- % achievement Activities Plan for Upgrading Administrative Capacities

2) Assumptions and conditions

The mmplementation of the Action requires that the Government of Montenegro continues to
support reforms in the Environment & Climate Action Sector according to National
Environmental Approximation Strategy (NEAS).

For the purpose of aligning to and implementing the EU legislation on environmental
protection and climate change. Montenegro has prepared the NEAS. The implementation of
NEAS will be supported through this Action. Therefore. the adoption by the Government of
the NEAS and the start of its implementation are pre-conditions necessary for umplementing
this Action.
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The Action Plan for full transposition of the EU legislation in the Environment and Climate
Action sectors, mcluded in the NEAS, has to be completed in line with the timing foreseen.
as the transposed legislation forms the basis for further implementation. Delay with the
transposition would consequently delav the implementation of the different sub-sector
strategies.

Montenegro will also undertake to ensure that the conditions underlying the Action are fully
met throughout the implementation of the Action. as well as after its completion:

— Insututional adpustment measures included i the NEAS Action Plan are implemented
and increased financial resources sector from the state budget are allocated to the
Environment (for staffing. monitoring. inspections. etc. ):

— The outputs delivered through past projects in this field are in place and utilised.
including the adoption of the Waste Management Plan 2015-2020

— Costs of maintenance and operation for new institutions and equipment. as well as
salaries of new staff are envisaged and ensured:

— Legal and mstitutional proposals and results of the projects are implemented in a
consequent manner.

(3) Implementation arrangements for the action

This Action will be implemented 1n indirect management by Montenegro.

(3)M(a) Eniity entrusted with budget implementation tasks:

This Action will be managed under indirect management by the Public Works
Administration together with the Ministry of Sustainable Development and Tourism.

(3)(b) Short description of the tasks entrusted to the entity:

The entrusted entities shall be responsible for carrving out all the tasks relating to the
implementation of the Action. In particular. the entrusted entities shall be responsible for the
contracting. implementation. mformation and visibility, monitoring and reporting of IPA II
activities, and the evaluation thereof whenever relevant, in accordance with the principle of
sound financial management. and for ensuring the legality and regularity of the expenditure
mcurred 1 the implementation of the programme.

At the operational level. the Ministry of Sustamnable Development and Tourism will have the
overall coordination and reporting role over the implementation of the Action, while other
relevant bodies and departments will be responsible to participate in the project activities for
which they are responsible/collaborators.

The Public Works Administration acting as the Implementing Agency under IPA will bear
the sole responsibility for the proper implementation of all contracts in line with the relevant
contractual provisions and the requirements governing the indirect management of EU
assistance. The Project Implementation Unit (PIU) of the Ministry of Sustainable
Development and Tourism will provide support to the Directorate of Public Works whereby
ensuring the proper technical implementation of the contract activities. In this regard. the
Public Works Administration and the PIU will closely cooperate throughout the contracts
implementation process.



SECTOR Competitiveness EUR 6 228 900
and Innovation

- Action 2 Strengthening the Indirect EUR 6 228 900
3 Competitiveness and | y0 1 qoement
S

Innovation sector of s ﬁciarv |
Montenegro ) s '
country

(1) Description of the Action, objective, expected results and key performance indicators

Description of the Action and objective:

The overall objective of Action 2 - "Swrengthening the Comperitiveness and Innovation sector
of Montenegro" 1s to strengthen the economic competitiveness and innovation capacity of
Montenegro. The specific objective of this action 1s to support the development of the private
sector and of a knowledge-based economyv. In addition. 1t supports alignment of national
legislation and strategies to the EU acquis 1 the sector and the provision of advanced
advisory service for private sector; as well as the internationalisation of the Montenegrin
economy. The Action will also improve the research and mnovation infrastructure available
to SMEs in order to support their development in this regard. Finallv, as regards
administrative capacities. IPA support will be used for the provision of horizontal assistance
tor the capacity development of the relevant institutions involved in competitiveness and
mnovation management. The foreseen activities include:

— improving access to finance of private sector for competitiveness and mnovation:

— supporting business development through advanced advisory services:

— promoting the internationalisation of the economy:

— improving of R&I related infrastructures that can be used in support for the SMEs
development:

— provision of horizontal assistance for increasing the capacity of relevant insttutions
mvolved on Competitiveness and Innovation Management:

— alignment of national legislation and strategies with EU acquis for chapters relevant for
Competitiveness and Innovation.

Expected results and key performance indicators:

The main expected results of this Action include:

— increased private sector's competitiveness. with a tocus on SMEs
— Increased innovation capacity of the private sector, with a focus on SMEs:

— increased administrative capacities and level of alignment to the EU acquis n the
field of Competitiveness and Innovation.

Progress will be measured according to a number of key indicators. including:

— Doing Business — Distance to frontier (score):
— Number of new businesses registered.

(2) Assumptions and conditions
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The 1mplementation of the Action requires the full commitment and support to the
development of the process by the responsible institutions stakeholders and the Government
on the competitiveness and innovation strategy.

Results can be delivered on the assumption that services developed through the Action
correspond to enterprises’ needs. that institutions and stakeholders involved allocate a
sutficient number of staff in the activities. are committed to ensure sustainability of facilities
and services. and do coordinate adequately.

This Action comes to support Montenegro in the process of developing its economic

competitiveness and implementing its Economic Reform Programme. Montenegro will also

undertake to ensure that the conditions underlyving the Action are fully met throughout its

implementation. as well as after its completion:

— ndustrial policy adopted in order to develop further activities in the area of its
umplementation. monitoring and evaluation:

— effective cooperation among the Ministries and local authorities responsible for various
aspects of Competitiveness and Innovation:

— 1mplementation of the assistance under IPA 2014 initiated and the results used m the
iception of the activities under this Action:

— adoption of policy documents related to this sector (Strategy, Action plan, Feasibility
study. Strategic (business) Plan) which are based on reliable date, duly costed and
consulted with the relevant internal and external stakeholders:

— successtul continuation and realization of planned activities and commitment of all
involved (Ministry and other stakeholders) to activelv participate in the project:

— costs of mamtenance and operation for new mstitutions and equipment. as well as salaries
of new staff are envisaged and ensured.

(3) Implementation arrangements for the action:

This Action will be implemented n indirect management by Montenegro.
(3)(a) Entity entrusted with budger implementation tasks:

This Action will be managed under indirect management by the Central Financial and
Contracting Unit of the Ministryv of Finance together with the Ministry of Economy.

(3)(b) Short description of the tasks entrusted to the entity:

The entrusted entities shall be responsible for carrying out all the tasks relating to the
implementation of the Action. In particular. the entrusted entities shall be responsible for the
contracting. implementation. information and visibilitv. monitoring and reporting of IPA II
activities. and the evaluation thereof whenever relevant. in accordance with the principle of
sound financial management. and for ensuring the legality and regularity of the expenditure
incurred 1 the implementation of the programme.

At the operational level. the Ministry of Economy will have the overall coordination and
reporting role over the implementation of the Action. while other relevant bodies and
departments will be responsible to participate in the project activities for which they are
responsible/collaborators.

The Directorate for Finance and Contracting of the EU Assistance Funds (CFCU), acting as
the Implementing Agencyv under IPA. bears the sole responsibility for the exact and proper
implementation of all contracts in question and in line with the relevant contractual
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provisions and the requirements governing the indirect management of EU assistance.
Support will be provided by the Project Implementation Unit (PIU) of the Ministry of
Economy and will serve in ensuring the proper technical implementation of the contractual
activities. In this regard. the CFCU and the PIU will closely cooperate throughout the entire
umplementation process of contracts.

SECTOR Education, employment EUR 5 334 025
and social policies sector
' Action 3 Support to COVID-19 crisis | Direct EUR 5334025 |
response in Montenegro management ;
|

(1) Description of the Action, objectives, expected results and key performance

indicators

The Action consists of a new budget support contract (Resilience Contract).”

The objective of the action is to mitigate the impact of the COVID-19 crisis in Montenegro

The specific objectives are three-folds: to reduce the negative effects of the crisis on the
economy: to preserve vulnerable social groups from the disruptive effects of the crisis and
guarantee their continued access to basic social services: 0 increase access of vulnerable
business to economic relief.

Expected results and kev performance indicators

The expected results of this action are:

o R1: The negative effects of the crisis on the economn are rediced

> R2: TVulnerable social groups are preserved from the disruptive effects of the

Crisis

R3: dccess of vulnerable business 1o econoniic relief is increased

The achievement of the results envisaged by the action will be measured by the
tollowing indicators:

ForRI:

- Number of subsidised wages

- Number of beneficiaries of the Government response measures

ForR2:

- Number of Social Card beneficiaries *

- Number of cases entered 1n the Case Management System

= N'B: This action concerns. in addition to the AAP 2016. also AAPs 2019 and 2020. Funds are drawn from three

different decisions: AAP 2016 (Decision C/'2016/8226): EUR

133

d 5>

4 025: AAP 2019 (Decision C/2019/8343):

EUR 28 300 000: AAP 2020 (Decision €/2020/447): EUR 6 865 975, Total amount for the action 1s EUR 40
500 000(EU contribution).

)
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- Amount of social allowances as %o of the state budget

- Number of unemployed people*

For R3:

- Number of beneficiaries of grant schemes*

- Number of enterprises who can accede to credit instruments™

- Number of enterprises who can accede to non-financial services*

(™ Indicator will be disaggregated by gender and ethnicitv. whenever possible)

(2) Assumptions and conditions

Assumptions for this action are:

e The country remains politically stable

e The promused IMF and World Bank mterventions and the EU Macro-financial support
will materialise before the end of 2020.

e The national authorities have the capacities to conceive and quickly implement a grant
scheme n favour of micro and small enterprises.

e Notwithstanding possible situations of force majenre. the circumstances should allow
technical assistance to continue and help finalise the actions launched in 2019.

e DMontenegrin authorities will use the tunds provided through this budget support
programme to increase the country resilience to external shocks and to preserve the
access of population to basic services

Failure to comply with the requirements set out above may lead to a recovery of funds
under this programme and/or the re-allocation of future funding.

(3) Implementation modalities:

(3)(a) Direct management through Budget Support
a) Eligibilitv for budget support

- Satisfactory progress 1n the implementation of the government response measures to
COVID-19 and continued credibility and relevance thereof:

- Maintenance of a credible and relevant stability-oriented macroeconomic policy or
progress made towards reducing imbalances:

- Satisfactorv progress in the implementation of reforms to improve public financial
management, including domestic revenue mobilisation. and continued relevance and
credibility of the reform programme:

- Satisfactory progress with regard to the public availability of accessible. timelyv.
comprehensive and sound budgetary information.

Summary of the eligibility criteria:
e Public policy

Following the outbreak of COVID-19 pandemic. the Government reacted to the health
emergency with a “Country Preparedness and Response plan”. which was presented on 27
March. with an overall cost of EUR 39 muillion for the first three months of implementation.
The plan. prepared in collaboration with the World Health Organisation. covered immediate
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health priorities, with some focus on the social umplications of the crisis. The plan outlined
the necessary sanitary and health measures. mcluding actions to enhance the core capacities
under International Health Regulations and to reinforce the early detection and monitoring
capacities of the public health services and of other partners.

The national authorities adopted two fiscal stimulus packages. with the aim to mitigate the
crisis’ substantial disruptive effects on growth and employvment. On 19 March. the
government adopted a first package of measures with an estimated cost of ca. 2.1% of GDP.
The measures mainly focused on improving supplies and health sector capacity by cutting
daily budget spending. the deferral of tax and social security payment obligations for 90 days.
It included delayed pavments for the lease of state-owned property, a moratorium on loan
repavments of up to 90 dayvs and giving companies access to subsidised credit through the
Investment Development Fund to improve their Liquidity.

A second package of measures was adopted on 24 April and its estimated budget cost 1s
around EUR 75 million (or ca. 1.5% of GDP). It provided for two-months wage subsidies of
up to 100 % of the minimum wage for companies m lockdown sectors. 70% of wage
subsidies for emplovees on paid leave. quarantine or 1solation. 50% of the minimum wage for
companies in the affected (vulnerable) sectors. six-month wage subsidies of 70% of the
minimum wage for newly reported employment, and proportional exemption of taxes and
contributions to those wage subsidies. It also mcluded support to agriculture and fisheries
sector, and one-off assistance for pensioners. registered unemploved and vulnerable groups.
Along with the second package of measures, the government cut wages of the highest public
officials for two months with the aim to free resources for crisis response measures.

A third complementary package of measures has been announced for mid-June 2020.
following adoption of 2020 budget rebalance. The new package of measures 1s planned to
focus on nvestments and financial support for the real economy. in particular the tourism
sector. Given informal economy's large scale. estimated between 25% and 30% of GDP. new
support measures should include employees and companies from this segment of the
economy in order to ensure their formalization and social inclusiveness.

¢ Macroeconomic policy

Already before the COVID-19 crisis outbreak. economic activity has started to slow as
ivestment growth declined markedly. After strong real GDP growth in 2017 and 2018. the
rate of economic expansion decelerated to 3.6% v-o0-v in 2019. The deceleration retlects a
slowdown in investment as large infrastructure projects were completed. Meanwhile, private
consumption has become the main driver of growth. boosted by a strong tourism
performance. growing employment and increasing household loans. Strong domestic demand
and a high import-dependence continued to fuel a very large current account deficit. In 2019,
the current account deficit totalled 15.2% of GDP. a substantial increase compared to a
10.1% of GDP gap recorded in 2015, Despite the faster increase of merchandise exports. the
trade deficit expanded by 2 percentage points over the last five vears. to 42.1% of GDP.
reflecting a highlv import-dependent economy and the impact of the investment cycle.
Inflation decelerated in 2019 and earlv 2020. Economic growth. reform of social benefit
schemes for mothers and support for voung unemployed helped mmprove labour market
conditions. However. the halt of economic activity introduced in March to contain the
COVID-19 had a negative impact on the labour market. The unemployment rate rose to
17.4% 1n April. up from 15.3% in March and 16.4% a year earlier.

Significant underspending in public investment and recovery of tax arrears reduced the
budget deficit. The budget balance improved considerably mn the last two vears owing to
fiscal measures introduced since 2017. The budget deficit narrowed to 2% of GDP in 2019.
down from 3.9% a year earlier owing to improved tax revenue collection. The 2020 budget.
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adopted on 27 December 2019. introduced a series of ad-hoc expenditure increases totalling
2% of GDP. including a 9% increase in public health and education salaries. extra funds for
the purchase of medicines. writing-off debts owed by the national air carrier and the
carrvover of underspent funds for the highway construction. Overall. the 2020 budget
targeted a deficit of 1% of GDP. well below the fiscal rule ceiling of 3%. but a noticeable
deviation from the 0.2% surplus planned in the 2019 Economic Reform Programme (ERP).
However. the COVID-19 derailed budget plans. confronting public finances with a triple
shock: the collapse of tax revenue due to the interruption of economic activity. a sudden
surge of healthcare expenditure, and the need to finance support measures to preserve the
economy. The public debt ratio continued to increase from an already high level. partly due
to hiability management operations. which reduced refinancing risks. Following the adoption
of the new medium-term debt management strategy in April 2018. the government has more
actively managed its public debt portfolio.

Overall. the COVID-19 pandemic is expected to push Montenegro to a deeper recession
than the global financial crisis in 2009. Travel and tourism, as critical driver of country’'s
growth accounting for some 23% of Montenegro’s GDP 1n total. will be particularly affected.
Public debt growth would be partially limited in 2020 owing to the use of government
reserves that were butlt-up to pay maturing debt i1 2020 and 2021. According to 2020 budget
rebalance. the estimated shortfall in the government coffers will amount to EUR 877.3
million. including funds needed for the repaviment of maturing obligations in 2021. Out of
that amount. around EUR 500 mullion will be provided through arrangements with financial
mstitutions. and EUR 230 mullion World Bank-guaranteed syndicated loan has been already
secured.

The planned EU support 1 the amount of EUR 100 million (EUR 40 million budget support
and EUR 60 million Macro-Financial Assistance) will be therefore crucial to support the
balance of pavments and further close the financing gap.

The response to the crisis 1s assessed as relevant and credible to restore kev macroeconomic
balances. Close monitormg of the situation will be performed in coordination with the IMF
and other partners like the World Bank and UNDP.

¢ Public financial management

Montenegro adopted a multiannual Public Finance Management Reform Programme (2016-
2020) i1 December 20135 which addresses several key weaknesses of the budget system. The
objectives of the strategy are twotold: a) strengthen the capacities to identify. prevent and
manage fiscal risks. excessive fiscal deficits and harmtful macroeconomic imbalances b)
Ensure that public spending is structured in a way that maximises the development impact on
the national economy and ensures better quality of life for the citizens.

Montenegro underwent a new PEFA assessment in 2019. covering the PFM system
performance 1n fiscal years 2016, 2017 and 2018. conducted by the World Bank. using the
most recent PEFA methodologv. Compared to PEFA 2009 and 2013. PEFA 2019 results
show an overall tendency of improvement. Main performance progress is observed in (i)
budget reliability (11) extent of unreported government operations (1il) taxpayer registration
and tax assessment (1v) procedures for contracting and reporting debt and issuing guarantees
(v) improved procurement management (vi) effective internal controls (vit) strengthened
internal audit. external audit and parliamentary scrutiny. Monitoring of fiscal risks arising
from local governments by the central government has deteriorated.

Main weaknesses are related with medium-term budgetary planning. poor link with strategic
planning and lack of monitoring and reporting of potential fiscal risks. Budget execution
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suffers from weak commitment and cash management. limited management of public assets
and capital investments. The PFM Reform Programme 2016-2020 has shown a moderate rate
of implementation during the first vears, however it continues to address some of the key
weaknesses of the PFM system and remains therefore relevant, as contirmed by the results of
the ongoing PEFA exercise. Main achievements since 2019 are reported in the following
areas: increased capacity for public internal financial control. external audit and debt
management: the macroeconomic model was improved: tax administration and revenue
collection operations became more efficient. Montenegrin authorities continue working on
some crucilal reform activities. strongly supported by existing external assistance. and there 1s
reasonable evidence that this budget support and the parallel macro-financial support
operation may further encourage them to continue on the reform path.

e Budget transparency and oversight of the budget

The entry pomnt for Budget Transparency continues to be met. as the Government of
Montenegro published 5 basic budgetary documents available to the public in due tme:

1. The annual budget proposal for 2020 was submitted by the Government to the
Parliament on 15.11.2019 and complete documentation was published on the website

of the Parliament on that day.

The Budget Law for 2020 was adopted on 27.12.2019 and published on 30.12.2019 in
the Official Gazette of Montenegro no 7.4/2019.

In-vear budget execution reports are made available to the public with nearly two

[

[F¥]

months delay (last one published 1n late April 2020)
4. The annual budget execution report for 2019 was published on the Mustry of
Finance website in March 2020.

“n

The audit report for the final accounts for the 2018 budget was published on State
Audit Institution website on 14.10.2019.

In addition to the above. Government of Montenegro also 1ssues other relevant documents.
such as: pre-budget statements, other external audit reports (SAI reports) and summary of
budget proposals.

Overall. PEFA 2019 assessed that fundamentals of the PFM system are in place with main
functions performance measured with high-ranking scores. This refers to the budget
preparation and reliability, transparencv of budget and fiscal information. revenue
mobilization and budget execution. internal control and internal audit. external audit and
parliamentary scrutiny. Nevertheless. more advanced components of PFM demonstrate needs
for further improvement and constant reinforcement.

Montenegro scored 44.43 out of possible 100 in the Open Budget Index being classified as a
country with limited budget openness and overall belonging to the group of countries with
msufticient budget transparency. Yet. the scores are over the average recorded in the region.
In November 2018 Montenegro regained its active status wn the Open Government
Partnership (OGP) Initiative.

The COVID-19 crisis and the upcoming election 1s September 2020 may cause delays in the
budget approval process. Exceptional procedures or derogations used by the authorities
during the COVID-19 crisis should be closely monitored and the necessary
safeguards/oversight measures applied in accordance with the regulatory framework.
Expenditures have to be properly recorded. as they will most likely lead to pavment arrears.

17



The same applies to revenue. as a result of tax relief granted to businesses. Transparency on
exceptional measures should be ensured and oversight anticorruption fraud bodies should be
involved in monitoring and reporting on their implementation.

b)

C)

Objecuves
The overall objective of the action is to mitigate the impact of the COVID-19 crisis in
Montenegro.
The specific objectives are three-folds:
e To mitigate the negative effects of the crises on the economy:
e To preserve vulnerable social groups from the disruptive effects of the crises and
guarantee their continued access to basic social services:
e To support the recovery and development of SMEs of vulnerable business. in
particular owned by women.

Expected results

d)

The expected results of this action are:
o Rl: The negative effects of the crisis on the econonn are rediced
o R2: Vulnerable social groups are preserved from the disruptive effects of the
Crisis
o R3: dccess of vulnerable business to economic relief is increased

Main budget support actvities

e)

The mam activities to implement the budget support package are policy dialogue.
financial transter. performance assessment. reporting and capacitv development.
Engagement m dialogue around conditions and government reform priorities. the
verification of conditions and the pavment of budget support.

Complementary actions

Under the total amount of mobilised funds for this budget support action. a total of EUR
500 000 are foreseen for complementary actions as well as for horizontal activities. e.g.
communication visibility action and evaluations.

The total amount allocated for the budget support. including complementary actions, 1s EUR
40.5 million. Within this Country Action Programme. a total of EUR 5 334 025 is foreseen
for covering parts of the variable tranche of the budget support action.

(4) Scope of geographical eligibility for procurement and grants

The geographical eligibility i terms of place of establishment for participating in
procurement and grant award procedures and in terms of origin of supplies purchased as
established 1n the basic act and set out in the relevant contractual documents shall apply.
subject to the following provisions.

a) The Commission’s authorising officer responsible mayv extend the geographical
eligibility on the basis of urgency or of unavailability of products and services in
the markets of the countries concerned, or in other duly substantiated cases where
the eligibility rules would make the realisation of this action impossible or
exceedingly difficult.
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3 BUDGET

3.1 INDICATIVE BUDGET TABLE - COUNTRY ACTION PROGRAMME FOR MONTENEGRO FOR THE YEAR 2016

2016 Indirect management
with the IPA II beneficiary

Direct Management

by the European Commission

Financing Decision

- . - al mdirect - rrd partv TOTAL TOTAL EU
EU Contribution . IP'} I.[ . Total indiree EU Contribution Third pam X . E
beneficiary management programme Contribution
(EUR} (EUR) (EUR) (EUR) (EUR) ({EUR)
3- . 11 385 975 2 009 290 13 395 265 na na 11 385975
Environment and
Climate Action
Actton 1 - Capacity
ilding 1 -aui
Bullding - and  Acquis 11 385975 2009 290 13 395 265 aa wa 11385973
related  Actuvites  for
Sector  Environment &
Climate Action
- t- v 4 d
6 -Competitiveness an 6 228 900 692 100 6921000 1a na 6228 900
Objective 2 [ Innovation
Action 2 - Strengtheming
the Comperitiveness and 6228900 692 100 6921000 n'a wa 6228900
Innovarion sector of
Monrenegro
7 E aton. _e_mploym.ent 0 " 0 <334 025 0 5314025
and social policies sector
Action 3 - Supper: lo
COVID-18 crisis response 0 0 0 5334028 0 S33402%
1 Montenegro
TOTAL 17 614 873 2701 390 20 316 265 5334025 0 25630 290 22 948 900




4 IDMPLEMENTATION MODALITIES AND GENERAL RULES FOR PROCUREMENT AND GRANT
AWARD PROCEDURES

INDIRECT MANAGEMENT WITH BENEFICIARY COUNTRY:

This programme shall partly be implemented by indirect management by Montenegro in
accordance with Article 38(1)(c) of the Financial Regulation and the corresponding
provisions of its Rules of Application.

The general rules for procurement and grant award procedures shall be defined in the
Financing Agreement and the relevant delegation agreements between the Commission and
the entrusted entity implementing such action.

5 PERFORMANCE MONITORING ARRANGEMENTS

As part of 1ts performance measurement framework, the Commission shall monitor and
assess progress towards achievement of the specific objectives set out in the IPA II
Regulation on the basis of pre-defined. clear. transparent measurable indicators. The progress
reports referred to 1 Article 4 of the IPA II Regulation shall be taken as a point of reference
1n the assessment of the results of [PA II assistance.

The Commussion will collect performance data (process. output and outcome indicators) from
all sources. which will be aggregated and analyvsed in terms of tracking the progress versus
the targets and milestones established for each of the actions of this programme, as well as
the Indicative Strategv Paper.

In the specific context of indirect management by IPA II beneficiaries. the National IPA Co-
ordinator (NIPAC) will collect information on the performance of the actions and
programmes (process. output and outcome indicators) and coordinate the collection and
production of indicators coming from national sources.

The overall progress will be monitored through the following means: a) Result Orientared
Monitoring (ROM) system: b) IPA II Beneficiaries' own monitoring: ¢) self-monitoring
performed by the EU Delegation: d) joint monitoring by DG NEAR and the IPA II
Beneficiaries, whereby the compliance. coherence. effectiveness. efficiency and coordination
i 1mplementation of financial assistance will be regularly monitored by an IPA II
Monitoring commuittee. supported by Sectoral Monitoring committees. which will ensure a
monitoring process at sector level.
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2014-2020

ANNEX |A BUDGET SUPPORT

of the Financing Agreements 2016, 2019 and 2020

Action Summary

"“Fe overall objective of this budget support programme s to mitgate the
impact of the COVID-19 crisis in Montenegro.

| The spedific objediives are wree-folds: to reduce the negative effects of the
Crini: o0 i ctonomy: to preserve vulnerable social groups from the
disruptive eirects of the crisis and guarantee their continued access to basic

social services: to increase access of vulnerable business to economic relief.

-~

Specific indicators and targeted policy dialogue will mitigate the risks
associated with this programme. Ad hoc complementary measures will
increase the capacities of the national authorities to face the consequences of
the crisis. The programme is complementary to other existing actions
implemented by the EU and by other international organizations. Stong
coordination with donors. with the European Macro-Financial Assistance and
with the European regional assistance will maximize the impact of the
operation and the effectiveness of the European Commission support against
the pandemic crisis.
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Action Information

Action Programme Title

Annual Action Programme for IPA II for yvears 2016, 2019 and 2020

Action Title

Support to COVID-19 crisis response in Montenegro

Action ID

IPA 2016/037-896. 03/ME Support to COVID-19 crisis response in
Montenegro

[PA 2019/041-169. 02'ME Support to COVID-19 crisis response 1n
Montenegro

IPA2020/042-145. 06/ ME Support to COVID-19 crisis response in
Montenegro

Sector Information

IPA II Sector

Response to the COVID-19 crisis

DAC Sector

15110 — Public sector policy and administrative management

Budget

Total cost

40 500 000 suro

EU contribution

40 300 000 euro

Budget line(s)

22.020102

Management and Implementation

Method of implementation

I Direct : SRBC. Direct: service contract for the Support the Ministry
of Labour Definition in the implementation of a set of active labour
market measures for those who lost their job due to the pandemic

II. Indirect management by the International Labour Organizartion (ILO)
for complementary activity: to support the Ministry of Labour
Definition in the implementation of a set of active labour market
measures for those who lost their job due to the pandemic

Direct management:
EU Delegation
Indirect manageimenr:

National authority or
other implementing body

EU Delegation to Montenegro

Inrernational Labour Organization (ILO)

Implementation Hermann SPITZ (Head of Cooperation Section)
responsibilities Andreas GLATZ (Head of Finance. Contracts and Audit section )
Location }
Zone benefiting from the | Montenegro |
action |
Timeline |

Final date for concluding
Financing Agreement(s)
with IPA II beneficiary

AAP 2016: the Financing Agreement has been signed on 22122017
AAP 2019: at the latest bv 15 November 2020
AAP 2020: at the latest by 15 November 2020

Ay =




Final date for concluding
contribution/delegation
agreements, procurement
and grant contracts

AAP 2016: 3 years following the date of conclusion of the Financing
Agreement. with the exception of cases listed under Article 189(2) of the

Financial Regulation.”

AAP 2019 and AAP 2020: 3 vears following the date of conclusion of the
corresponding Financing Agreement, with the exception of cases listed under

Article 114(2) of the Financial Regulation.”

Final date for operational
implementation

6 vears following the conclusion of the corresponding Financing Agreement

Final date for
implementing the
Financing Agreement
(date by which this
programime should be de-
committed and closed)

12 vears following the conclusion of the corresponding Financing Agreement

Policy objectives / Markers (DAC form)

General policy objective Not Significant Main
targeted objective objective

Participation development good governance O O X

Ald to environment X | O

Gender equality (including Women In Development) | X O

Trade Development X O O

Reproductive. Maternal. New born and child health a X O

RIO Convention markers Not Significant Main
targeted objective objective

Biological diversity X O O

Combat desertification X a O ;

Climate change mitigation X | O “

Climare change adaptation X O O

Internal markers’

Migration’ O X g

COVID-19 response O O X

" Regulation (EU, Euratom) No 966/2012 of the European Parliament and of the Council of 25 October 2012 on

the financial rules applicable to the general budget of the Union and repealing Council Regulation (EC.
Euratom) No 1605/2002. OJ L 298.26.10.2012, p.1

* Regulation (EU. Euratom) No 2018/ 1046 of the European Parliament and of the Council of 18 July 2018 on the

financial rules applicable to the general budget of the Union and repealing Regulation (EU. Euratom) No
966/2012, OJ-L 193.30.07.2018, p.1

* These markers have a different scope/rationale than the DAC codes. Posting criteria related to the encoding of

the financial breakdown in CRIS/ABAC
" Plaase refer to note Ares(2019)1031349 of 19022019,
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1. DESCRIPTION OF THE ACTION
1.1. Objectives/results

The overall objective of this budget support is to mitigate the impact of the COVID-19 crisis in
Montenegro. The specific objectives are three-folds:

e To mitigate the negative effects of the crisis on the economyv:

e To preserve vulnerable social groups from the disruptive effects of the crises and guarantee
their continued access to basic social services:

e To increase access of vulnerable business. in particular owned bv women. to economic relief.

During the implementation of the programme. and in coordination with the European Macro-Financial
assistance and the Economic Reform Programme (ERP). policy dialogue will focus on:

¢ Finalization of the review of the social protection svstem and preparation of an outline for
concrete implementation of social protection reforms:

e Active labour market policies and targeted measures to increase emplovment opportunities.
especially for those who lost their job due to the COVID-19 crises:

e Ensure that people in informal emplovment are eligible for relief and support measures 1o
avolid adversely disadvantaging the female workforce

e Measures to improve business environment for micro and small enterprises:

e Measures to promote the formalization of the grey economy: The need that post-COVID-19
recovery reflects the principles of sustainability. resilience and climate neutrality facilitating
the transition to resource efficient and circular economies thus inregrating the principles at the
core of the European Green Deal.

Specific indicators and targeted policy dialogue will mitigate the risks associated with this programime
and ad hoc complementarv measures will increase the capacities of the national authorities to face the
consequences of the crises.

I. Number of eligible requests for subsidies paid through second package of COVID-19
measures:

2. Number of micro and small enterprises benefitting of a grants scheme offered through a
program for stimulating competitiveness of economy of Montenegro. with the purpose 1o
increase their liquidity and their resilience to the COVID crisis:

22

Amount of social allowances for most vulnerable people state budget:

4. Improvement of the efficacy of the Case Management System by reducing the average
number of cases per operator:

h

Adoption of legislation to ensure progress in introducing medium term budgetary framework
and programme budgeting as from 2021.

The programme Is complemenrary to existung actions implemented by the EU and by other
international organizations. Strong coordination with donors. with the European Macro Financial
Assistance. and with European regional assistance in the area. will maximize the impact of the
operation and the effectiveness of the European Commission support against the pandemic crisis.
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1.2.

1.2.1.

Main activities

Budget support

The Action consists of a new budget support contract (Resilience Contract). which will assist
Montenegro through financial transfers. policy dialogue and capacity development:

1.2.2.

Complementary support

A complementary support envelope will be used for the following activities:

Support the Ministry of Economy in the swift implementation of a grant scheme for micro and

small enterprises:

Support the Ministry of Labour Definition in the implementation of a set of active labour
market measures for those who lost their job due to the pandemic.

The activities will increase the capacities of the Minisuy of Economy and the Ministry of Labour.
which are heavilv involved in managing the COVID-19 crisis. In addition, they will contribute to a
timelyv service delivery in favour of the final beneficiaries of this budget support operation.

In addition. a project for the provision of non-financial services to micro and small enterprises
(mentoring services) is to be financed via the European Integration Facility.

1.3. Intervention logic
Results chain Indicator Source of data
Impact (overall To mirigare the impact of | - GDP growih rate - Annual reports of:
objective) the COVID-19 crisis in . e
) - Budeer Deficir as | MONSTAT
. Monrenegro o N
=~ < a % ro GDP ; .
S Central Bank
= - Unemplovinen:
& ,,_p - Ministiv of Finance
= rare™ T
Inrernarional
Conminuity
(ECFIN, IMF, WB)
Qutcome 1 Macro-economic effects | - Number of - Staristics provided
(specific objective) | of the crisis on the subsidised wages bv the “Subsidies
economy are reduced . , Request
- - Number of
L Programme IT
, : beneficiaries of the S
f ; . svsrem
. E Govermmenr -
‘ response measuies | - Reporrs oi the
§ ' implementation of
| & the Govermiment
| = response
= neasures 1o
S COVID-19
= - Evaluation report

Outcome 2
(specific objective)

Vilnerable social groups
are preserved from the
disruptive effects of the
crises

- Number of Social
Card
beneficiaries™

- Number of cases
entered in the Case
Management
Sysren

- Sraristics provided
by the Social
Card system

- Execution reporrs
on the (amended)
state birdger 2020
and on srare

e

e




Results chain

Indicator

Source of data

Amount of social
allowances as % of
the srare budger

Number of
unemploved
people ™

budger 2021

Statistics provided
v the
Unemploviment
Agency

Evaluarioin repoit

Outcome 3
(specific objective)

Access of vulnerable
business ro economic
relief is increased

Number of
beneficiaries of
grant schenies™

Number of
enrerprises who
cait accede 1o
credit instruments™

Number of
enterprises who
cai accede 1o non-
financial services™

Reports on the
implemenration of
the Government
response
measures 1o
COVID-19

Reports prepared
v Monstar, the
Cenrral Bank and
the Minisiin of
Econonn. aswell
as the
international
communin
(ECFIN, IMF,
WEB)

Evaluarion reporr

INDUCED OUTPUT(S)

Induced Ourput(s)
related to Outcome
l

1.1 Govermmnenr response
meastires are
successfully implemenred

Number of measures

Amount of supporr as

% ro GDP

Starus of
implemenrarion of
government
measires

Reports on the
implementarion of
the Govermmenr
?'E’.SPOH.Y?
measures o
COVID-19

Reporrs of the
civil socienv and
of internarional
Organizanons

Induced Ourtput(s)

related 1o Outcome
Bl
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2. IMPLEMENTATION
2.1 Rationale for the amounts allocated to budget support

The amount allocated for the budger support component is EUR 40 million (EUR 0.5 million for
complementary support). This amount stems from the most recent forecasts of the fiscal impact of the
crisis. which could result in shorrfall of revenue and additional spending estimated at around 877
million euro (some 9% of GDP/.

2.2. Criteria for disbursement of budget support

a) The general conditions for disbursement of all ranches are as follows:

- Sausfactory progress in the implementation of the government response measures to COVID-
19 and continued credibility and relevance thereof:

- Maintenance of a credible and relevant stability-oriented macroeconomic policy or progress
made towards restoring key balances:

- Satisfactorv progress in the implementation of reforms to improve public financial
management. including domestic revenue mobilisation. and continued relevance and
credibility of the reform programme:

- Satisfactorv progress with regard to the public availability of accessible. timelyv.
comprehensive and sound budgetary information.

b) The following performance indicators for disbursement of the variable tranche will be used to
measure the effectiveness of the response to the COVID-19 crisis:

[. Number of eligible requests for subsidies paid through the second package of COVID-19
measures:

2. Number of micro and small enterprises benefitting of a grant scheme offered through a
program for stimulating competitiveness of economy of Montenegro. with the purpose to
increase their liquidity and their resilience to the COVID-19 crisis:

3. Amount of soclal allowances for most vulnerable people:

4. Average number of cases by operator in the Case Management Systen:

5

Adoption of necessary legislation to ensure progress introducing medium-term budgetary
framework and programme budgeting as from 2021.

A table with a detailed description of the indicators. means of interpretation and baselines. as well as
deliverv date and source of verification. is available in Annexes | and 2.

The chosen performance indicators and targets 1o be used for disbursements will apply for the duration
of the action. However. in duly justified circumstances. the National IPA Coordinator may submit a
request to the Commission for the targets and indicators to be changed.

Note that any change to the targets should be agreed ex-ante at the latest by the end of the first quarter
of the assessed vear. The agreed changes to the targets and indicators shall be agreed in advance and
mayv be authorised in writing (either through a formal amendment to the financing agreement or an
exchange of letters).

In case of a significant deterioration of fundamental values. budget support disbursements may be
suspended. reduced or cancelled. in accordance with the relevant provisions of the financing
agreement.

2.3. Budget support details

The budget support component consists of a fixed and a variable tranche to be disbursed indicatively
in Seprember 2020 (fixed tranche) and September 2021 (variable tranche).



Budget support is provided as direct untargeted budget support to the national treasurv.
2.4 Organisational set-up and responsibilities

As part of its prerogative of budget implementation and to safeguard the financial interests of the
Union. the Commission may participate as an observer in governance structures set up for governing
the implementation of the action.

2.5, Performance monitoring and reporting

The day-to-day technical and financial monitoring of the implementation of this action will be a
contnuous 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
tor 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 achievemenrt of its results (outputs and direct outcomes)
as measured by corresponding indicators. using as reference the list of result indicators. The report
shall be laid out in such a way as to allow monitoring of the means envisaged and emploved and of the
budger details for the action. The final report. narrative and financial. will cover the entire period of
the action implementation.

The Ministry of Finance (tbc). in close cooperation with the Ministry of Economy and the Ministry of
Labour. will be responsible for monitoring and reporting on the implementation of this action. To this
aim. the implementing partners shall establish a permanent internal. technical and financial monitoring
system and elaborate regular progress reports (not less than annual). Every report shall provide an
accurate account of implementation of the operation. difficulties encounterad. changes introduced. as
well as the degree of achievement of its results (outputs and direct outcomes) as measured bv
corresponding indicators. using as reference the list of result indicators. A description of the visibility
actions realized. in accordance with the visibility plan. The final report. narrative and financial. will
cover the entire period of the action implementation.

The reports will be published to allow for public scrutiny.

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).

2.6. Evaluation and audit

Having regard to the importance of the action. a mid-term/final evaluation will be carried out for this
action or its components via independent consultants contracted by the Commission.

The mid-ternyfinal evaluation will be carried out for accountability and learning purposes at various
levels (including for policy revision). taking into account in particular the impact of public expenditure
on final beneficiaries identified in the action and the capacity of governmenr authorities to respond to
the unknown challenges set by the pandemic crises.

The Commission shall inform the implementing partner at least 30 davs in advance of the dates
foreseen for the evaluation 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 IPA II beneficiary and other key stakeholders. The
implementing partmer and the Comumission shall analyse the conclusions and recommendations of the



evaluations and. where appropriate, in agreement with the IPA II beneficiarv. jointly decide on the
follow-up actions to be taken and any adjustments necessarv.
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ANNEX 1: Performance indicators used for disbursements

| Development and qua

Indicator 1: Number of eligible requests for subsidies paid through second package of COVID-19 measures
Target: At least 90%

rogramms: Government Response Measures to the COVID crisis
Insttution responsible: Ministry of Finance and Minisuv of Economy

Description of the Indicator

Indicator type: Quantitative indicator
Measurement unit: Percentage
Periodicity of measurement:  Single measurement

tv of the indicator

Method of data collection: Through the ad hoc website “Subsidies Request Programume”
Departments responstble for collection: Ministry of Economy - Directorate General for Investments. Development of SMEs and Management of EU Funds
Method of calculation: Number of eligible requests for subsidies paid since the adopution of the “Govermment Response Measures™ out of the total number of

eligible requests received

Means of interpretation

Description of the Indicator

Indicator tvpe: Quantitative indicator
Measurement unit: Absolute number
Periodicity of measurement:  Single measurement

Development and quality of the indicator

Known limits and bias: None
Means of interpretation: The indicator refers to the following subsidies planned under the second package of COVID |9 measures: wage subsidies.
Documentation schedule |
Delivery dare: By 31122020 |
i Indicator 2: Number of micro and small enterprises benefitting of a grants scheme offered through a program for stimmulating competitiveness ;
of economy of Montenegro. with the purpose to increase their liquidity and their resilience to the COVID crisis. |
Target: At least 100 micro and small enterprises. among them at least 20 women owned l
Programme: Government Response Measures to the COVID cnists |
Institution responsible: Ministry of Economy |

Method of data collection: Reports on implementation of the Program for stimulating competitiveness of economy of Montenegro, including disaggregated per |

sector and number of emplovees




Departments respousible for collection: Ministry of Economy - Directorate General for Investments, Development of SMEs and Management of EU Funds

Method of calcularion: Number of grants awarded to micro and small enterprises since the adoption of the “Government Response Measures™ 1
Means of interpretation |
Known Limits and bias: None

Means of interpretation: Micro and small enterprises are defined according to the European classification of SMEs.

The grant scheme may take different forms. including the reimbursement of operating costs or innovation costs under the submission of
Justification documents It may also imply a co-financing by the entrepreneurs. It may also rarger existing clusters of companies, with the |

aum to preserve and strengthen supply chain.

Documentation schedule

Delivery date: 01072021

Indicator 3: Amount of social allowances for most vulnerable people state budget. 1‘
Target: Not less than EUR 50 860 000 (subject to indexation) ;
Programme: None |
Institution responsible: Ministry of Finance and Ministry of Labour 1

Description of the Indicator

Indicator tvpe: Quantitative indicator |
Measurement unit: Absolute number

Periodicity of measurement:  Single |
Last known result: Appropriations for social allowances for most vulnerable people 1 the 2020 state budget: Children allowance: 5.300,000.00; Family

material (security) support: 15.500.000.00: Help and care support. personal disability allowance. parent guardian allowance for disabled |
person: 25.160.000.00: Sisgle financial support assistance: 700.000.00: Care of protegé/wards i homes: 4.200.000.00 (Total allowances |
EUR 50 860 000). |

Development and quality of the indicator

| Method of data collection: Amended state budget for 2020, adopted starz budget 2021, budgat execution reports

' Departments responsible for collection: Directorate for Informarion and Analvtical and Statistical Affairs, Ministry of Labour and Social Welfare |

| Method of calculanon: The calculation of the total amount of social allowanees musr be done according to the legislation in force at the time of the signarure of |
the Financing Agreement, taking into consideration the number of beneficiaries on 0107 202! and the indexation method in use on
01 07 2020 |

5 . - - . . . . .
* Planned i the current budget 2020. So far. 429 650 euro have been spent for $392 families in social need. as support due to the COVID crisis,




Means of interpretation
Known limits and bias:

Means of interpratation:

Documentation schedule
Delivery date:

The number of beneficiaries changes from vear to vear and so the amounts. For the amounts of the different vears to be comparable. the |

indexation method in use in July 2020 has to be applied.

Most vulnerable people considered in the calculation of the indicator include beneficiaries in the social card: )

1. Beneficiaries of material allowances (children and people with disabilities. children and families in material need and others®).:

2. Beneficiaries of child welfare and social services — case management (children without parental care - on foster care and i
Children's home “Mladost™. children with disabilities i small group homes. children in conflict with the law. children in the Centre
“Ljubevic™, victims of domestic vielence - Domestic violence database, victims of other types of violence. victims of peer violence.
vietims of neglecting elderly people in nursing homes - Pljevlja. Bijelo Polje. Grabovac. adult people with disabilities in Institute
~Komanski most™. vulnerable adults on foster care. vulnerable children and people under custodv.” and other beneficiaries not considered
as specifically vulnerable

31072020 (amended state budget) and 31/12/2020 (2021 state budger)

Indicator +:
Programme:
Institution responsible:

Description of the Indicator
Indicator type:

Measurement unit:
Periodicity of measurement:
Last known result:

Method of data collection:

Average number of cases by operator in the Case Management System Target: Reduction by 20%
None
Ministry of Labour

Qualitative and quantitative indicator

Percenrage

Single

0107 2020 One case manager (an operator) on average 1s responsible for 98 cases®

Development and quality of the indicator

Social Welfare Informational System - SWIS™

* ~Onhers™ are persons that are not considered as vulnerable but are covered by specific allowances according 1o the law on Child and Social Protection of Montenegro.

Vulnerable groups included in SWIS.
The average number of cases per case manager varles from centre to centre. The indicator takes into consideration only the centres for social work with the highest average

number per case manmager: Cetinje  128.5). Golubovei (111). Podgorica (83) Danilovgrad (38, Bijelo Polje (74). Method of calculation to define the average number
of the cases: 128,5=111—88+88~74=489.55=97.9 (98 cases)
The number of employees currently engagad in the Case Management Svstem in this five centres on the aforementioned cases is: 28source of information (Socal Card)



Departments responsible for collection: Directorate for Information and Analvtical and Statistical Affairs, Ministry of Labour and Social Welfare

Method of calculation: Final number of cases per operator — initial number of cases per operator initial number of cases per operator

Means of interpretation |

Known limits and bias: A reduction of the average number of cases per operator may be the result of a reduced number of cases entered in the svstem }

Means of interpretation: The calculation considers all ongoing cases in the Case Management System on 01/07/2021. 1

Documentation schedule |
i\ Delivery date: 01072021 |

Indicator 5 Adoption of legislation to ensure progress in introducing medium term budgetary framework and programme budgeting as from |

2021 |

Target: Necessary legislation adopred

Programme: Public Finance Management Reform Programme

Instumition responstble: Mintsuy of finance

Description of the Indicator
Indicator type: Qualitative indicator
Measurement umrn:
Pariodicity of measurement:
Last known result:

Development and quality of the indicator

| Method of data collection: Official Gazette of Montenegro and adopted state budger for 2021
| Departuments responsible for collection: Ministry of Finance, Budget Directorate
Method of calculation: Na

Means of interpretation

Koown Lumits and bias: The mtroduction of medium-term budgetary framework and programme budgeting as from 2021 may depend alse on the adoption of |
manuals rulebooks thar does not necessarily need secondary legislation 1
Means of iterpretation: The introduction of medimu-term budgetary framework and programme budgeting is a step-bv-step process. This indicator considers the |

actions planned for 2020 under the PFM Reform Action Plan.

| Documentation schedule

10 Source of verification that contirms the number of workers is: Pavment Roll (From the Informational Svsten)



| Delivery date: 31122020

ANNEX 2: Disbursement arrangements and timetable

This appendix covers the following four main areas according to the country/intervenrion sector context: (1) responsibilities: (2) the indicative disbursement timetable: (3) the

general conditions for each disbursement tranche: (4) the specitic conditions for each disbursement tranche.

1. Responsibilities

On the basis of the disbursement conditions stipulated in the Financing Agreement. the National Authorising Officer will send a formal request to the European Commission
for the disbursement of each tranche in accordance with the timetable specified i Table A below. The request must include: (1) a full analysis and justification for pavment of

the funds. with the required supporting documents attached: (i1} a financial information form. duly signed. to facilitate the corresponding payment.

2. Indicative disbursement timetable

An indicative timetable is given below:

Table A: Indicative disbursement timetable
Country fiscal vear 2020 2021
Tupe of tranche Q! Q2 Q3 Q4 Ql Q3 Total
Fixed tranche |23 MEe i | 28 M€
Variable tranche 12 Me i 12 M€
Total 28M¢€ e | 40 M€

T



3. General conditions for the disbursement of each tranche

The general conditions set out below for the disbursement of each tranche shall apply to the disbursement of all wanches and all tranche release requests must be accompanied
by all appropriate information and documents.

Table B: General conditions for the release of tranches

Area | Conditions Verification source
Public Policy | Satistactorv progress in Fhe iIllpl¢I1?CFFﬂ(i0ll of the Government Response Measures to the Fixed tranche. variable tranche I
COVID erisis and continued credibility and relevance of that or any successors of the
| ongeing COVID-19 Response Measures. Primary: Government Response Measures reports:

| Secondary: International organizarions’ assessments:
| | reports of non-governmental organizarions: Quarterly
| | expenditure reports, according to the corresponding MFA
| condintonality,
.\lﬂC'l'C"ECQHGI‘JlC | Implementation of a credible stabilitv-orienred macroecononiic policy, Fixed tranche. variable tranche I:
| stabiliry |
| Primarv: Economic Reform Programme of Montenegro
| | (ERP¥:
| | Secondary: EC DG ECFIN Assessments: IMF At IV
i | Assessments.
Public financial I Satisfactory progress in the implementation of the programme to improve public financial Fixed tranche. variable tranche It
| management | management
| | Primary: PFM Annual Monitoring Report:
| | Secondary: PAR Special Group Reports: SIGMA
| Baseline Assessment on Public finance Management:
i | IMF Art. IV Assessmients, TA evaluatons.

Budget | Satisfactory progress with regard w0 the public availability of accessible. tmely. | Eieod nanche. variable masche L

Transparency | comprehensive. and sound budgetary information.

| Primarv: PFM Annual Monitoring Report:

| Secondary: PAR Special Group Reports: SIGMA

| | Baseline Assessment on Public finance Management:
Open Budget Survey (Internanonal Budget Partnership).
TA evaluations.

4. Specific conditions for the disbursement of tranches




The specific conditions for the disbursement set out in Table C and D shall apply to the disbursement of the variable wranche. Tranche release requests must be accompanied
by all appropriate information and documents on the specific conditions.

Table C: Specific conditions for the release of the variable tranche

| Tranche AAP Amount | Indicative date of E Indicative [ Conditions/criteria/ Verification source including
' (EUR) : the disbursement | disbursement | activities for disbursement timing or data availability
| request date (where applicable)
| (month/vear) (month/vear) |
Variable I 2016 5.334.025 | July 2021 September 2021 | Varzable tranche indicators Detailed in Annex |
tranche | | | | detalled in Annex |
2020 [ 6.665.973 July 2021 September 2021 | Variable tranche indicators Detailed in Annex 1
| | detailed in Annex |
Total | 12,000,000 1

The disbursement conditions for the variable tranche are ser for the first year and may be amended.



. Variable tranche calculation

Each quantitative indicator will be scored 0. 0.5 or | depending on whether there was (1) no or insignificant progress up o 49.99%. (i) significant but partial progress

between 50-79,99%, or (iil} target met above S0%,
The variable ranche disbursement will be calculated by summarizing the scores of the five indicators.

\ T
Indicators as per Table D 1 Weight Year 1 maximum | AAP
{ amount EUR |
I
L. Number of eligible requests for subsidies paid through the second package of COVID measures 4 26% 2100 000 AAP 2016 &
1
| AAP 2020
| 2. Number of micro and small enterprises benefitting of a grant scheme offered through a program | 26% 2100 000 | AAP 2016
| for sumulating competitiveness of 2conomy of Montenegro, with the purpose to increase their | |
iquidity and their resilience to the COVID crises. | |
T T
| | |
| 3. Amount of social allowances for most vulnerable people 1 18% 2 130 000 | AAP 2020
| 4 Average number of cases by operator in the Case Managemenr System. | 18% 2150 000 i AAP 2020
| 5. Adoprion of necessarv legislation fo ensure progress introducing medium term budgetary 12% 1 500 000 [ AAP 2020
| framework and programme budgeting as from 2021 | | |
| ] |
| Total 100% | 12.000.000 |




ANNEX 3: Complementary activities: indicative budget breakdown and planning for contracting procedures

BUDGET (IN MILLION €)

IMPLEMENTATION MODALITIES Total ! EU contribution
| i
| T
| | AAP 2016 | AAP 2019 AAP 2020
| |
| INDIRECT MANAGEMENT (CONTRIBUTION AGREEMENT) |
1 | |
. . S [ |
Support the Ministry of Labour for the definition and | 020 [ 0.20 |
implementation of a set of active labour market measures for ! |
those who lost their job due to the pandemic. |
| |
| PROCUREMENT (DETAILS PER TYPE OF CONTRACT SHOULD BE |
| PROVIDED) [ |
| | |
Support the Ministry of Economy in the swift implementation ofa | 0.20 [ [ 0.20
arant scheme for micro and small enrerprises |
| Visibility and communication for budget support 0.01 0.01 [
| Mid-term final evaluation of budget support 0.09 | 0.09 |
DIRECT MANAGEMENT THROUGH BUDGET SUPPORT 40.00 3334023 28.00 | 6.663973

TOTAL 40.50 | 5334025 | 2830 6.863975







