FINANCING AGREEMENT

BETWIEN

THE GOVERNMENT OF MONTENEGRO
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THE EUROPEAN COMMISSION
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(Centralised Management)

* This designation is without prejudice to positions on status. and is in hine with
UNSCR 1244 and the 1CT Opinion on the Kosovo Declaration of Independence
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FINANCING AGREEMENT
hetween
THE GOVERNMENT OF MONTENEGRO
and

THE EUROPEAN COMMISSION

hereatter jointly referred to as "the Parties”. or indis idually as Mthe beneficiany countny™ in the

case of the Government of Montenegro. or “the Commission™. in the case of the Furopean
Commission.

Whereas:

)

(hy

(<)

On 1 August 20060 the Counctl of the Turopean Union adopted  Revulation

(FCINO TORS 2006 establishing an instrument tar pre-aceession assistance hereatier
the TIPA Framesork Regulation™, With ettect from 1 January 2007, this instrument
constitutes the sinele fepal basis for the provision of financial assistance o candidate
countries and potential candidates in their efforts to enhance political. ceonone and
msttutional reforms with a view to their eventually becoming members the T uropean
Union.

On 12 June 20070 the Commission adopted Regubwtion (1Cy Noo 718 2007
miplementine the IPA Framework Regulation. amended by Commission Revulation
(EUN 8O 2010 of 28 January 2010, detatling applicable management and conirol
provisions (herealter: the "IPA Implementing Regulation™).

U

support the benetictary countiies in their efforts to strengthen democratic mstitutions

assistance under the instrument for pre-aceession assistance should continue to

and the rule of T retform public administration. carry out cconomic retorms. respect
human as well as minoviny vichts, promote gender equality. support the development
of el soviety and advance reaional cooperation as well as reconcihiation and
reconstruction. and contribute to sustaiable development and poverty reduction,

For potential candidates. U assistunee may also include some alignment wath the 7/
acquis, as well as support for investment projects. amming i particular at budding
manacement  capacitn o the arcas ot regional. human resources  and rural
developent.

Fhe Partes have concluded on 13 November 2007 a Framework Agreement svtting
out the general rules tor cooperation and implementation of EU assistance under the
mstrument for Pre-:Accession Assistancee.
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e The muli-annual Cross-border programme Kosovo-NMontenegro tor the years 201 1-
2013 was adopted by Decision € (20111 9899 of 21 December 2011 thereatter: “the
programme’ . This programme is to be implemented by the Compission on a
centrabised basis,

(n [Us necessary tor the mplementation ot this programime that the Parties conclude a

Financing Vereement to lay down the conditions tor the delivery of BU assistance. the
rules and procedures concerning disbursement related 1o such assistance and the terms
on which the assistance will be managed.

HAVE AGREED ONTHE FOLELOWING:
! THE PROGRANME

Phe Commission will contribute, by way ot grant. 1o the financing of” the following
i

procramme. which is set out in Annex A to this Aurcement:

Procramme number (CRIS: 2011 22949 [Kosovo part]: 2011 023-370 i Montenegro part].

Lo Cross-border provramme Kosovo- Montenegro under the 1P Cross-border co-
opcration Component. tor the vears JOL1-2003 0 This Binancing Aereement covers onhy the
Furopean Uion contribution tor the vear 2011

2 IMPEEMENTATION OF THE PROGRAMNME

(1 Lhe programme shall be implemented by the Commission on a centralised basis. i the
meaning of Article 330 o Counatl Regulation (FC Furatom) No 1603 2002 on the
Frnancial Reculation apphicable to the genceral budget of the Turopean Communities.
chereatter: "Financial Regulaton™ . as last moditied by Regulation (BCO FURATOND
NS 2007 of 17 December 2007 (hereatter: "Financial Regulation™ s,

12 Fhe procramme shall be neplemented o accordance with the provisions ot the
Fraonework Avrecment o the Rules o co-oparation concerning BU o Fimanciad
Assistance o Montenegro and the implementation ot the Assistance under the
Enstrument Tor Pre- Acceession Assistance (1PA) concluded between the Parties on 13
November 2007 chereatter: “thie Framework Agreement™ ) which is set out i AAnnex B3
to this Agreement,

R STRUCTURES AND AUTHORITIES WITH RESPONSIBILTTIES

(1 Ihe Benetictary shall desienate a nationad 1P co-ordinator. i accordance wiih the
[raenework Agreement. who shall actas the representative of the Beneticiary vis-a-vis
the Commission. He she shall ensure that o close Tink s maimtained between the
Commission and the Benetictary with regard both to the general aceession process and
to U pre-accession assistanee under 1PAL

v [he national A co-ordinator shall also be responsible tor co-ordinaung the

beneticiary countny's participation i the relevant cross border progranimes as well as
i the transnational, interrecional or sea basins programmes under other 12
msiuments.



(3) The beneficiary country shall establish an operating structure for the part of the

programme concernimy its terrtory, Iis functions and responsibilities are defined in the
cross-border programme. to the exclusion of tendering. contracting and payments.
which are the responsibilinn of the Commission,

By [he operating structure shall co-operate closely in the implementation of this
programme with the operating structure of Kosovo.

(3 The operating structures of the participating countries shall set up a joint technieal
seeretariat tooassist the operating structures and the joint monitoring committee
reterred toins Article 142 of the IPA Implementing Regulation i carrving out their
respective duties.

The jomt technical secretariat may have antennae established i cach participating
country.,

4 FUNDING

Che tunding tor the timplementation of this Agreement is as follows:

) Phe 11U contribution for the vear 2011 1s fixed at a maximum ol FUR 600 000 (sis
hundred thousand curos). for the part of the Programme concerning Montenearo, as
detatted i Annex A to Annex A o this Agreement. However, payment ol the 11
contribution by the Commission shall be made within the Timits ol the Tunds available,

thy The cost of the structures and authorities put in place by the beneficiary country for
the mmplementation of this progranime shall be borne by the Benefictary with the
exception of the cost reterred toin Article 94hieh) o the IPA Tmplementing
Regutation, as detailed i the Annex A to this agreement.

o) CONTRACTING DEADLINE

(1 Lhe individual contracts and agreements which implement this Agreement shall be
coneluded no later than theee vears from the date of conclusion ol this Agreement.

() Am funds Tor which no contract has heen concluded betore the contracting deadhne
shall be cancelled.

o DEADLINE FOR THE EXECUTION OF CONTRACTS

1 he contracts must he enecuted within a masimum of two sears trom the end date of
contracting.

() The deadline for the execution of contracts may be extended before ity end date m
dulv justitied cases.

7 DISBURSEMENT DEADLINE

' ; ) ~ 4 be made later than one vear atter the final date for the

(1 Dishursement of funds must be made no fater than one years

execution ot contracts.,
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Lhe deadbine tor disbursemcent of tunds may be extended betore s end date i duhy

Justitied cases.

TREATMENT OF RECEIPTS

Receipts tor the purposes of [P include revenue carned by an operation. during the

pertod ol s co-linancing, from sales. rentals. service enrolment tfees or other

cquinvalentrecetpts with the exception of:

{) receipts penerated  tirough the cconomic hifetime  of the co-financed
myestments in the case of mvestments i frms:

() receipls generated within the framework of o financial enginecring measure.
mcluding venture capnal und loan funds. guarantee tunds. leasing:
(< where apphicable. conirtbutions from the private sector o the co-tinancing off

aperations, which shal be shown wlongside pubhic contrtbution m the financing
tahles o the progrmmme

Recepts as detined i paragraph 1 oabove represent imcome which shadl be deducted
tram the amount ot cheible expenditure tor the operation concerned. No later than the
closure o the procramme. such receipts shall be deducted trom the refevant
operation’s chigibilits expenditure in their entirets or pro-rata. depending on whether
they were venerated entirely o only in part by the co-financed operation.

FLIGEBILITY OF EXPENDITURE

Fxpenditure under this prograsmme i Annex A\ shall be eligible tor U contribution 1
thas actually been incurred atter the signature of this Agreement.

Fhe totlowine  expenditure ~hall not be chgible tor U contribution under the
procramme o Annes \:

() taness includimy value added tases:

thy customs and mnport daties, or any other charges:

ol purchase. rent or leasing of land and exasting buildings:

(o Bnes. financial penalues and oxpenses of litieation:

() U[\‘I‘Llliﬂg Costng

(1 sceond hand equipmient:

(e bank charges: costs of guarantees and similar charges:

th conversion costse charees and exchange losses assoctated with any ot he

component specitic curo accounts. as well as other purely tinancial expenses:
(1 contributions i hind:

() miterest on debt,
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By way ot derocation trom paragraph 2
chigihlc:

()

()

az

2above the followimg expenditure shail be

vatue added taxes. if the following conditions are (ultitled:
(1 thevare not recoverable by any means.

(i) itis established that they are borne by the final beneticiary. and

(i) they are clearly tdentified in the project proposal.

charges tor transnational financial tansactions:

where the implementation of an operaion requires a separate account or
accounts o be opened. the bank charees tor opening and admimistering the
accounts:

legal consultancy fees. notarial fees. costs of technical or financial experts. and
accountaney or oaudit costs, it they wre divectdy tinked o the co-tinunced

operation and are necessary for its preparation or implementation:

the cost of guarantees provided by a bank or other financial instituiions, to the
extent that the guarantees are required by national or LU legislation:

overheads. provided they are based on real costs atinbutable 1o the
implementation of the operation concerned. Flat-rates based on average costs
may not exceed 2370 of those direct costs of an operation that can aftect the
fevel of overheads, The caleulation shall be properly documented  and
pertodicaliy reviewed:

the purchase ot iand for an amount up to 102, o the chigible expenditure of the
operation concerned.

In addition o the technical assistance tor the cross-border programme referred ton
Articke 94 of the IPA Implementing Regulation. the tollowing expenditure paid by
public authorities in the prenaration or implementation of an operation shall be
chaible:

(a)

(1

the costs of professional services provided by a public authority other than the
tinal beneticiary in the preparation or implementation ol an operation:

the costs ol the provision of services relating o the preparation and
implementation of an operation prosided by a public authority that is sl the
tinal beneticiarny and which is executing an operation for ils own account
without recourse to other outside service providers it they are additional costs
and relate either to expenditure actually and directly paid for the co-tinancad
operation.

I he public authority concerned shall cither invoice the costs relerred toin puin.t ta)
of this paragraph to the timal beneficiary or cortify those costs on the basis ol
documents of equivalent probative value which permit the identification of rcql COsLS
paid by that authority tor that operation.
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Fhe costs relerred toom point by of this paragraph must be certitied by means ot
documents which pernut the identitication of real costs patd by the public authorin
concerned for that operation.

Without prefudice to the provisions of paragraphs 1o 40 turther rules on eligibiliny of
expenditure mas be Lud downe i the cross-border programme in Annex A\ to this
Agreement.

RETENTION OF DOCUMENTS

Al documents refatmg o the programme inoAnnex .\ shall be Kept for at teast tive
sears trom the date on which the Buropean Parliament grants discharge tor the
budgetary yvear to which the document relate.

I the case that the programme o Annex A is not detimitely closed within the deadline
set i paragraph T above. the documents retating to it shall be keptunul the end of the

vear tollowny that o which the procranime e Annes A is closed.
ROADMAP FOR DECENTRALISATION WITHOUT EX-ANTE CONTROLNS

Fhe beneticiary country shall establish o detatled roadmap with indicative benchmarks
and tme Timits o achieve decentrabisation with ex anre controls by the Commission. In
addiion. the beneticiary country shall establish an indicative roadmap o achicve
decentralisation swithout cv anre controls by the Commission,

Lhe Commission shall monitor the implementation ot the roadmaps mentioned in
paragraph 1Toand shall wke due account ot the results achioved by the benelician
country - this context. in particular in the provision of assistance. The roadmap
achieve decentralisation without v e controls may refer o a phased waiver of
ditterent types ot ex-ante control.,

Fhe benetictary county shal! keep the Commussion regularly updated with the progress
made m the mplementaton  Uthis roadmap.

INTERPRETATION

Subject o any express provision to the contrary in this Nercement. the terms used in
s Agreement shall bear the same meaning as atttbuted o them i the 1PA
Framework Regubanon and the TP Tmplementing Regulation.

Subject o any express provision to the contrary in this Agreement. references o this
Aoreement we relerences oosuch Agreement as amended. supplemented or replaced
from time to tie.

Anyoreferences o Council or Commission Regulations are made o the verstion of
those reeulations as indicated . I required. moditications of theses regulations shall be
transposed to this Apreement by means ot amendments.

Leadimes i this Agreenient have no degal signiticance and doo not attect i
mterpretation

PARTTAL INVALIDITY AND UNINTENTIONAL GAPS
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I a provision of this Agreerment is or becomes imvalid or it this Agreement contains
unintentonal vaps. this will not aftect the validity of the other provisions ot this
Agreement. The Parties will replace any invalid provision by a valid provision which
comes as close as possible o the purpose of and intent of the invalid provision

[he Parties \\1ll Bl any unimentional gap by o provision which best suits the purpose

and intent of this Agreement. in compliance with the 1P\ Framework Regulation and
the IPA Tmplementing Reaulation,

REVIEW AND AMENDMENT

Fhe mmplementation of this Agrcement will be subject to periodic reviews at times
arranged hetween the Parties.
Any amendment agreed to by the Partios will be in writing and will form part of this

Agreement. Such amendment shall come into

cffect on the date determined by the
Parties.,

TERMINATION

Without prejudice to paragraph 2. this Agreement shall terminate cight vears atter its
stenature. This termination <hall nat prectude the possibilits for the Commission
making Hinancial corrections o accordance with Article 36 ot the IPA Tmplementing
Reculation

[his Agreement may be terminated by cither Party by giving written notice to the

other Party. Such termination shall wke effect sin calendar months trom the date of

the
written notice.

SETTLEMENT OF DIFFERENCES

Difterences artsing out ol the imcrprcmiun operation and implementation ot this

Acrcement. at any and all Tevels of participation. will be scettded amicabiy through
consultation between the Parties.

In default of amicable settlement. cither Party may reter the matter o ahitration in
ncwrd'nwc with the Permanent Court of Arbitration Optional Rules tor Avbitration
Imvolving International Oreanisations and States in foree at the date of this Agreement.

The lancuage 1o be used in the arbitration procecdings shall be Pnohish The
appointing authority shall be the Seerctary General o the Permanent Court af
Arbitration Tollowing a written request submitied by aither Party. The Arbitrators
decision shatl be binding on al Parties and there shall be noappeal.

NOTICES

Am communication in connection with this Agreement shatl be made inowriting and
i the Enolish laneuaee. Fach communication must be signed and must he supplicd as
an ortginal document or by fax.

Any communication in connection with this Agreement must be sentto the tollowing

addresses:
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For the Comnnssion:

DG Enlargement,

C harlemagne Building
Rue de la T ot 170,
1040 Brussels
Belgium

Forthe Bercsiciarmy Consiry

Government of Montenegro

Minister for Farcien Aftairs and Furopean
[ntevration

Stanka Dracotevica 2

STOO0O Podeorica

Monteneero

Sy vy s
[an: - 3NT ST 224 Ssn

I8 NUMBER OF ORIGINALS

[his Agreenment is driwn upoin duplicate i the Foelish lanouage.

19 ANNENES
Fhe Annexes N0 B and O shal torm anintegral part ot this Nereement,

20 ENTRY INTO FORCE

[his Aereement shall enter into torce on the date ot stenature. Should the Parties sien on
ditferent datess this Agreement shadl enter mto foree on the die ot signature by the second ot

e Lo Parties,

Newned ror o and on heliad:

Niened, joroand on befiall or e
Cogrgrinsion hy
\

Governent of Monteneoro by
s

> /

N

.\lKi’\lt‘\:ln(h';l Cas Granje _ QI\*QUVQ)«/ ,
Director Date: 'S N co

Furopean Commission

H.E. Ambassador Aleksandar Andrija Pejovic
National IPA Coordinator

Ministry of Foreign Affairs and

Luropean Integration of Montenegro

Directorate-Greneral Fnlargement

B Croatias Montenegro. the former
Vugostay Republic of Macedonn
Lurkes. Tectand

e /\A‘YOM »%LL



