FINANCING AGREEMENT
SPECIAL CONDITIONS

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

of the one part. and

Montenegro represented by the Government of Montenegro, hercinafter referred to as "the IPA III
beneficiary" or "the party",

of the other part,
have agreed as follows:
Article 1 - The Programme

(1) The Union agrees to finance and the IPA 111 beneficiary agrees to accept the financing of the following

Programme:

Annual Action Plan in favour of Montenegro for 2022
comprising the following actions:

Action 1: EU for Integrated Border Management
Action 2: EU for Public Administration Reform
Action 3: EU Integration Facility

Global commitment number: JAD.1003560

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

(2) The total estimated cost of this Programme is EUR 37 720 000 and the maximum Union contribution
to this Programme is set at EUR 37 720 000.

No financial contribution is required from the IPA III beneficiary.

(3) The Programme shall be implemented in accordance with the Action documents provided in Annex 1.

Article 2 — Execution period and operational implementation period

(1) The execution period of this Financing Agreement, as defined in Article 12 of Annex Il (General

Conditions), is set at 12 years from the conclusion of this Financing Agreement.

' Regulation (EU) 2021/1529 of the European Parliament and of the Council of 15 September 2021 establishing an
Instrument for Pre-accession Assistance (IPA 111). OJ L 330, 20.9.2021, p. 1.



(2) The duration ol the operational implementation period. as defined in Article 12 of Annex 11 (General

Conditions). is set at 6 years, from the conclusion of this Financing Agreement.

Article 3 — Addresses and Communication

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

addresses:

a) for the Commission

Ms Michela Matuella

Acting Director D, Western Balkans

Directorate-General for Neighbourhood and Enlargement Negotiations (DG NEAR)
Rue de la Loi 15

European Commission

B-1049 Brussels, Belgium

e-mail: NEAR-Diwec.curopa.cu

b) for the IPA 11l beneficiary

for Montenegro

Ministry of European Affairs
Bulevar Revolucije 15
81000 Podgorica, Montenegro

e-mail: kabinetf@mep.cov.me

Article 4 — OLAF contact point

The contact point of the IPA 111 beneficiary having the appropriate powers to cooperate directly with the
European Anti-Fraud Office (OLAF) in order to facilitate OLAF's operational activities shall be:

Ms NataSa Kovacevi¢

AFCOS contact point/AFCOS office
Ministry of Finance of Montencgro
Stanka Dragoj evica 2

81000 Podgorica, Monlenegro

e-mail: natasa kovaceviciamil vov.me

Article 5 — Financial Framework Partnership Agreement

The Programme shall be implemented in accordance with the provisions of the Financial Framework
Partnership Agreement (FFPA) between the European Commission and Montenegro on the arrangements
for implementation of Union financial assistance to Montenegro under the Instrument for Pre-Accession
Assistance (IPA 1IT) which entered into force on 2 November 2022 (hereafter referred to as “the FFPA™).
This Financing Agreement supplements the provisions of the FFPA. In case of conflict between, on the one
hand. the provisions of this Financing Agreement and, on the other hand, the provisions of the FFPA. the

latter shall 1ake precedence.
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Article 6 - Annexes
(1) This Financing Agreement is composed ol
(a) these Special Conditions:

(b) Annex [ Action documents, detailing the objectives, expected results, activities, methods of
implementation and budget;

- Annex LI Action 1: EU for Integrated Border Management

Appendix to Annex [.1: Disbursement arrangements, conditions and performance indicators
- Annex 1.2 Action 2: EU for Public Administration Reform

Appendix to Annex 1.2: Disbursement arrangements, conditions and performance indicators
- Annex 1.3 Action 3: EU Integration Facility
- Annex [A: Budget Table

(¢) Annex II: General Conditions;

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

Article 7 — Conclusion and entry into force

This Financing Agreement shall be considered concluded on the date on which it is signed by the last party,
and at the latest by 31 December 2023.

This Financing Agreement shall enter into force on the date on which it is signed by the last party.

This Financing Agreement is drawn up in duplicate in the English language, one being handed to the
Commission and one to the IPA Il beneficiary.

For the IPA TII beneficiary For the Commission

For Montenegro: For the Commission:

Ms Michela Matuella

Acting Director D, Western Balkans
Directorate-General for Neighbourhood Policy
and Enlargement Negotiations,

European Commission

/ ;:l‘bj Date: /(Z,/OS 202’3

/
I v Signature: @:Cﬁlﬂ,@ﬁ_ (Mﬂ_ﬁm

Government of Montenegro
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THIS ACTION IS FUNDED BY THE EUROPEAN UNION

ANNEX 1.1

of the annual action plan in favour of Montenegro for 2022

Action Document for EU for Integrated Border Managsement

This document constitutes the annual work programme in the sense of Article 110(2) of the Financial
Regulation, and annual and multiannual action plans and measures in the sense of Article 9 of IPA 111

ANNUAL ACTION PLAN

Regulation and Article 23 of NDICI - Global Europe Regulation.

1. SYNOPSIS

1.1. Action Summary Table

Title Annual action plan in favour of Montenegro for 2022
Action Document - EU for Integrated Border Management
OPSYS ACT-60862 / JAD.1003560

Basic Act

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

Team Europe
Initiative

No

Zone benefiting
from the action

The action shall be carried out in Montenegro

Programming
document

[PA III Programming Framework

PRIORITY AREAS AND SECTOR INFORMATION

Window and
thematic priority

Window 1- Rule of law, fundamental rights and democracy
Thematic Priority 4: Migration and border management

Sustainable
Development Goals
(SDGs)

Main SDG (1 only): 16 Peace and Justice Strong Institutions

DAC code(s)

15190 facilitation for regular and responsible migration and mobility 100%

Main Delivery
Channel (@)

12000 Recipient Government
12001 Central Government

Markers
(from DAC form)

A

Signiﬁ-c-a-l_l. t
objective

General policy objective (@ Not targeted

Principal
objective

| /é/#



! Pa_rii_cipalion development/good = = O
| governance
| Aid to environment O O
Gender equality and women’s ] X O
and girl’s empowerment
Trade development O O
Reproductive, maternal. newborn | [ ] ]
and child health
Disaster Risk Reduction DX O OJ
Inclusion of persons with X O O
Disabilities
Nutrition OJ LJ
RIO Convention markers @@ | Not targeted | Significant Principal -
objective objective
Biological dﬁférs;ity - = O O
Combat desertification X O] O
Climate change mitigation O] []
Climate change adaptation O O
Internal markers Policy objectives Not targeted | Significant Principal
objective objective
Connectivity O & ]
Digitalisation O X ]
Migration O L]
Covid-19 = O

BUDGET INFORMATION

Amounts concerned

Total estimated cost:

Budget line: 15.020101.01

Total estimated cost: EUR 15 000 000
Total amount of EU budget contribution EUR 15 000 000, of which:
EUR 12 000 000 for budget support

EUR 3 000 000 for complementary support

EUR 0 for indircct management with IPA 111 beneficiary.

MANAGEMENT AND IMPLEMENTATION

Implementation
modalities (type of

Budget Support

=

A AL



financing and Direct management through:
management mode) | - Budget Support: Sector Reform Performance Contract
- Twinning grants

- Procurement

Relevant priorities
and flagships from | Ryle of Law
Economic and

Investment Plan for
the Western Balkans

Final Date for

conclusion of At the latest by 31 December 2023
Financing Agreement

Final date for 3 years following the date of conclusion of the Financing Agreement, with the
concluding exception of cases listed under Article 114(2) of the Financial Regulation
contribution/

delegation

agreements,
procurement and
grant contracts

Indicative 72 months following the conclusion of the Financing Agreement
operational
implementation
period

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

1.2. Summary of the Action

The overall objective is to assist the Government of Montenegro in securing the future external EU border
and reducing irregular migration and cross-border crime.
This goal will be achieved by supporting Montenegro to implement the Integrated Border Management
Strategy with Annual Action Plans and the Schengen Action Plan and achieving the objectives set therein.
Montenegro has to tackle the challenges related to the lack of capacities, human resources and equipment.
Having this in mind, the key weaknesses faced by Montenegro in the border management area and addressed
by this Action are as follows:
- to improve border surveillance:

to improve detection and interception activities;

to address the critical gaps in human resources and to improve Human Resources (HR) management:

to improve border infrastructure and EU best practices;

to improve the effectiveness and implementation of anticorruption measures.
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2. RATIONALE
2.1. Context

This Action is in line with the aim of [PA 1 support in TP 4 Migration and border management (Window
1) which is to align with the European integrated border management strategic objectives and capacities,
including improving border surveillance and checks at border crossing points as well as further
developing and implementing mechanisms for cooperation in the region and with EU agencies, such as
the European Border and Coast Guards agency. These efforts will also contribute to managing irregular
migration and to fighting organised crime. In complementarity with the Integrated Border Management
Fund, IPA III assistance will thercfore focus on the continuous alignment with the relevant EU acquis
and European standards. The revised national Integrated Border Management (IBM) Strategy for
2020 — 2024 was adopted by the Government on January 16, 2020. The revised strategy 1s better aligned
with the requirements related to the implementation of the European Integrated Border Management
(EIBM) based on the EBCG/2016 Regulation including to some extent also Technical and Operational
Strategy for the EIBM adopted by Frontex Management Board in 2019. Morcover, the revised strategy
already acknowledges some clements based on the EBCG 2.0/2019 Regulation. Action plans are updated
annually. Monitoring of the action plan is covered by an annual implementation report prepared by the
Ministry of the Interior. In May 2021, the Government adopted the Report on the Implementation of the
Action Plan for the Implementation of the Integrated Border Management Strategy (IBM) in 2020 with
the Proposed Action Plan for the Implementation of the Integrated Border Management Strategy as well
as the Action Plan for monitoring the implementation of the Schengen Action Plan (SAP) for 2021.

The Strategy was adopted in January 2020 when the impact of COVID-19 was not globally considered
yet. The Action Plans are linked to the Strategy. However, in practice, it was taken into consideration
but has not significantly affected the implementation of planned measures and activities, except when in
a certain timeframe during 2020, the borders with neighbouring countries were closed due to compliance
with measures adopted by the National Coordination Body of the Government of Montenegro. COVID-
19 had an impact on cross-border or regional activities with some delays in the implementation of
agreements, training, seminars, joint patrols with neighbouring countries, reducing passenger traffic at
borders etc.

The National IBM concept is described in the Strategy. This concept is based on a 4-tier access control
model and it contains most of the 11 strategic components defined in the EBCG Regulation/2016
version. The Strategy also covers three horizontal topics (fundamental rights, education and trainings.
research and innovation) which were not yet legally binding in the EBCG/2016 version of the IBM.

Both the IBM Strategy (with annual Action Plan) and annual Schengen Action Plan (SAP) are aligned
with the Government Methodology on Policy development and monitoring of the implementation of
strategic documents. The Government of Montenegro has established an effective system of
governance and coordination in the areca of IBM. The Ministry of the Interior coordinates the
activities, with the State Border Commission, of the inter-ministerial composition, of the relevant entities
that have competence in the implementation of the Strategy. In addition, the Inter-agency working group
for monitoring of the implementation of SAP has been established which also deals with donor
coordination and monitoring of project implementation in this area.

2.2. Problem Analysis

AREA OF SUPPORT #1: Improved border surveillance system (IBM Strategy, Framework
Action Plan, Priority 1: Border control: Border checks and State border surveillance and Priority
6: Preparation for taking measures in Schengen Area related to border surveillance and efficient
resolving of illegal immigration and suppression of cross-border crime)
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The report related to the TAIEX (carried out online) Peer Review Expert Mission to Montenegro on
Integrated Border Management (February 2021) underlines that  priorities for further development
in the area of border surveillance should be 1) the national border surveillance system (land border
(incl. lakes) and sea borders) including mobile and stationary integrated technical surveillance
systems and enhanced reaction capacity and further development of Regional Coordination
Center functionalities.

The existing electronic border surveillance system at Boka bay, Skadar lake, River Bojana and the
Adriatic Sea consists of Stations for electronic observation with short-range thermal imaging sensors on
several locations. This equipment is out of date and it needs to be replaced with more modern systems
which will be mstalled in more locations so a wider area is covered. Analyses showed that criminals are
informed about the locations of the Stations and they are trying to track the ground activities of border
police officers. Improvements in electronic surveillance systems will lead to faster detection,
identification and classification of suspicious subjects so that patrol vessels will be able to react faster.
The national sea border surveillance system should be able to detect and identity all vessels coming
into territorial waters. If needed, the system should trigger the mterception of any vessels suspected of
uregular migration or cross-border crime activities coming into territorial waters. The national land
border surveillance system should be able to detect all illegal border-crossings and intercept everyone
crossing the border illegally in high-risk areas under any conditions. Border surveillance and
apprehension of those who have crossed the border illegally should be carried out by mobile and fixed
patrols.

Montenegro sea border surveillance or land border surveillance systems are not yet fulfilling the above-
mentioned requirements. The capacity to conduct border surveillance is still partly modest given the
limited coverage of the integrated technical surveillance system. Night vision capacity at the patrol level
has improved due to night vision goggles. Night vision capacity of the current stationary surveillance
systems is very limited. Reaction capacity especially at the lake Zadar is still very limited due to current
patrol boats technical limitations and fuel restrictions (one patrol boat and only one-hour daily patrolling
are possible).

Since October 2020, in line with the Status Agreement, the Border Police (BP) is using the FRONTEX
FSA air observation platform which is limited to the Adriatic Sea and coastline. Multisensory Aerial
surveillance of the state border will enable efficient and effective guidance and organization of actions
of various BP units in locating, securing and seizure of load/item which is discarded or hidden.

At present patrol vessels are serviced in Podgorica and if needed by a contracted company. Lack of
servicing capacities for patrol vessels leads to inefficient use of funds and more days out of service
consequently fewer surveillance activities. The maritime logistic base of Border Police on River Bojana
1s not fulfilling the conditions for keeping and servicing patrol vessels so if the patrol vessel needs to be
repaired it is transferred to Podgorica which 1s time-consuming and requires more days out of service.
The Border Police unit on Skadar lake has two bases for patrol vessels. Even though both bases are
providing secure berth in all conditions they are quite distant from areas where most of the criminal
activities are detected and 1t takes approximately 30 minutes to react.

National Coordination Center (NCC) has been officially established in 2019 and 1t 1s an independent
unit in the Border Police structure directly under the Chiet of Border Police. The Head of the NCC is
appointed, the equipment is partly delivered and most of its planned 23 staff members are recruited.
Given the enhanced technical capabilities the capacity to maintain and create a national situational
picture is better and situational awareness has improved accordingly. The NCC is also actively
implementing and further developing cooperation at national and international level. The NCC is



currently situated in a small temporary unsuitable premises and conceptual design for the new building
is prepared and revised together with FRONTEX. The Main design is under preparation and it will be
finalized in August 2022.

The implementation of forescen activities will round the electronic surveillance system at the blue
border with all necessary technical capacities needed to cfficiently perform duties of border
surveillance.

Improved capacities for detection and interception - One of the recommendations given in TAIEX
Peer Review Expert Mission to Montenegro on Integrated Border Management (25-29 January 2021)
was to increase the detection and interception capacity by more active use of tracing dogs as a part of
border surveillance concept. At the moment there are 6 dogs used for this purposes which is not enough
so this element of the surveillance system is insufficient.

When it comes to surveillance of the land borders with neighbouring countries’, the existing system of
clectronic surveillance does not meet the Schengen standards and does not provide full detection of
illegal state border crossings. At the moment the Border Police is using only manual equipment for
surveillance (thermal imaging cameras, binoculars and IR/CCTV multi-sensors all of short range. A
team of Frontex experts will support preparation of detailed specifications of equipment based on risk
analyses, trends and 1n line with Schengen standards.

AREA OF SUPPORT #2: Improved capacities of border police with targeted trainings and
preparation for Schengen evaluation (IBM Strategy, Framework Action Plan, Priority 8: Respect,
protection and promotion of fundamental human rights, training, research and innovation) and
Priority 6: Preparation for taking measures in Schengen Area related to border surveillance and
efficient resolving of illegal immigration and suppression of cross-border crime)

Recommendations from the TAIEX online Peer review mission also focus on the need to establishing a
long term plan for human resource management and strengthen the administrative capacity needed for a
strategic planning and project management and to cooperate with FRONTEX when further developing
and establishing the national training concept in line with the European standards.

“The total number of staft in the border police is 1365, for a 840 kms-long borders (including 137 kms
at sea, 81 kms of rivers, 50 kms of lakes). According to the Schengen Action Plan, drafted in 2017, up
to 600 additional staff members should be recruited, to allow Montenegro to meet the Schengen
requirements. There 1s no new recruitment in the public administration since 2019. Staff is insufficient
both on border surveillance and border control (BCPs). For example at the new BCP in Vra¢enoviéi.
modernised and extended with EU funds under the budget support programme, 30 more border police
officers should be recruited to operate the BCP at full capacity. 60 additional officers are needed at
Debelli Brijeg BCP (border with Croatia) and 18 needed at Bozaj (border with Albania).”

2.1 In accordance with the overall training program of the Police Directorate, training of border police
officers starts after their reassignment in the organizational unit of Border Police. Training is organized
in two parts. First part consists of basic trainings which is compulsory for all. Upon finishing the basic
level, officers are trained for different areas depending on the tasks they arc assigned. Specific trainings
are developed in accordance with EU best practices in the following areas: EU legal framework,

" This designation is without prejudice to positions on status. and is in line with UNSCR 1244/1999 and the 1CJ Opinion on
the Kosovo declaration of independence.
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Fundamental Human Rights. Border control. Second control line, Combating smuggling of vehicles and
vessels, Combating human trafficking. Detection of false documents, Risk Analyses and other. These
trainings are organized within relevant organizational units on the local and regional level. Besides this.
Border police officers have also access to trainings provided by other institutions such as the Human
Resources Management Authority of Montenegro. the Police Academy and international partners such
are OSCE. IOM, DCAF, ICITAP and others.

In order to strengthen the training system for Border Police, there is a need to establish a national training
concept specialized for Border Police based on assessment of training needs. Also, specific trainings
such are English language courses, Migrations (migrant screening, data collection, human trafficking,
terrorists, handling large groups of migrants), border surveillance, safe use of ATV, snowmobiles=,
bikes, vessel patrolling (interception activities. search and rescue) are needed.

AREA OF SUPPORT #3: Further improvement of border infrastructure and EU best practices
and implementation of anticorruption measures

In accordance with the TAIEX online Peer review mission.

3.1 Placing the Dark-fiber optic connection - in order to ensure different possibilities to connect with
centralized databases and systems in secure manner, dark-fiber optic connection has to be in place. This
will ensure that BCPs are independent from service providers and more importantly data security is much
higher. This would also provide centralized management and recording of videos from BCPs. In
addition, this would provide faster response, less maintenance issues, lower costs and additional systems
could be further added.

Planned activities: Reconstruction of BCPs Séepan Polje and Kobila. Placing of optic fiber connection
to BCPs Séepan Polje and Vilusi.

In addition to the areas of supports above mentioned the recommendations also focus on the need of
establishing a proper IT tool to monitor the purchase of equipment, to set priorities and establish a
purchase plan. Furthermore, equipment donations should include maintenance contract and capacity
building in the use of equipment. as a mandatory rule.

2.3. Additional Areas of Assessment
2.3.1 Public Policy
Policy framework

Integrated Border Management sector policy is part of the broader rule of law policy, which
represents an essential part of the accession negotiations with Montenegro. The Negotiations
Framework, adopted by the Council on 26 June 2012, introduces the so called “new approach™ on rule
of law which is based on the specific characteristics of Chapters 23 (Judiciary and Fundamental Rights)
and 24 (Justice, Freedom and Security), where the establishment of a solid track record is essential for
closing the negotiations. The new approach also foresees the use of interim benchmarks. in addition to
the closing benchmarks.

Chapter 23 and 24 Action Plans were adopted by the Montenegrin Government in June 2013 and are
based on the recommendations of the screening reports for chapters 23 and 24 adopted in November
2012. The two Action Plans include details on the methodology applied to determine the timelines
needed, to identify responsible bodies in charge of implementation. to calculate the financial costs, to
identify the funding source, to establish result indicators and impact indicators where needed.
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Montenegro also established a monitoring mechanism in the form of a multi-disciplinary working group.
composed of representatives/experts in different policy areas as well as representatives of the civil
society. In all cases the institutions responsible for implementing the actions have been identified. Result
indicators have been described and a good effort has been made to develop impact indicators where
relevant. These will feed into the track record necessary to close the negotiations for these chapters.
The revised national IBM Strategy for 2020 — 2024 was adopted by the Government session on January
16, 2020. Revised strategy is better aligned with the requirements related to implementation of the EIBM
based on EBCG/2016 Regulation including to some extent also Technical and Operational Strategy for
the EIBM adopted by Frontex Management Board in 2019. Morcover, revised strategy already
acknowledges some elements based on the EBCG 2.0/2019 Regulation. Action plans are updated
annually. Monitoring of the action plan is covered by annual implementation report prepared by the
Ministry of the Interior.

National IBM concept is described in the Strategy. The concept 1s based on a 4-tier access control
model and it contains most of the 11 strategic components defined in the EBCG Regulation/2016
version. The strategy also covers three horizontal topics (fundamental rights, education and training,
research and innovation) which were not yet legally binding in the EBCG/2016 version of IBM.

Both IBM Strategy (with annual AP) and annual SAP are aligned with the Government Methodology on
Policy development and monitoring of the implementation of strategic documents.

Strategic goals for the implementation of the new IBM Strategy 2020-2024 are:

* Development of an integrated border management system in line with the European Border
Surveillance System and

* Ensuring border security by improving cooperation at all levels and strengthening
administrative, infrastructure and technical capacities.

In line with the methodology of Policy Development the following operational objectives are set:

Operational objective I: Increased level of compliance with the European and Schengen standards, in
legislative, administrative and institutional terms in the field of integrated border management, especially
in the field of border control.

Operational objective I11: Improved integrated system of sea control, border control and search and
rescue at sea.

Operational objective IIl: Reduced border vulnerability by responding more effectively to the
deployment of available resources, based on conducted risk and threat analysis that may affect border
security, in accordance with the EU CIRAM model.

Operational Objective IV: Improved international cooperation, especially with neighbouring countries,
LU institutions and FRONTEX. now the Agency for European Border and Coast Guard, on border
issues. prevention of illegal migration, cross-border crime and readmission of persons residing illegally
in Montenegro.

Operational objective V: Enhanced inter-institutional cooperation in integrated border management to
improve cross-border traffic. improve border security, combat cross-border crime, and protect the lives,
health and property of humans. animal health, vegetation and ecosystems along the state border.
Operational objective VI: Establish a normative and operational framework for detecting and
preventing illegal residence, illegal immigration and illegal employment in order to prepare in a imely
manner for action in the Schengen area.
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Operational objective VII: Improved system of readmission (return and acceptance) of foreign and
domestic citizens in accordance with concluded agreements and in cooperation with diplomatic missions
and consular posts.

Operational objective VIII: Improved level of respect. protection and promotion of fundamental rights,
professional conduct of border control otficers, as well as their professional capacity for more efficient
use of technical equipment. training and professional development. Operational objective IX: Quality
control in law enforcement in border management and the conduct of police and customs officers
engaged in border and customs control are carried out in accordance with EU standards.

Operational objective X: A solidarity mechanism has been implemented with Montenegro's
cooperation with the EU, enhancing the ability to assume responsibility for protecting the EU's external
borders and improving the functioning of the Integrated Border Management System.

Operational objective XI: Further development of the four-tier control model that forms the basis of
the IBM, through preparation for the establishment of the SIS and further development of the SIRENE
(Request for additional information at national approach) and Visa Information System.

The Schengen Action Plan 2017 was prepared by the Interdepartmental Working Group composed of
experts from the Ministry of the Interior, Police Directorate, Customs Administration, Ministry of
Justice, Ministry of Transport and Maritime Affairs, Ministry of Foreign Affairs and European
Integrations and the Police Academy. Schengen Action Plan is a kind of “umbrella™ covering all
Schengen policy fields which should be aligned as a part of the whole EU accession process. SAP is
therefore also a very important document related to the implementation of the NIBM strategy and IBM
concept at the practical level. Governance, coordination and monitoring of SAP and NIBM should be
well integrated since there are several cross-references. This coordination is done at the ministerial level.
Since SAP is from 2017 it does not include the latest EU Schengen-based acquis and it’s therefore
naturally incomplete and partly obsolete. One of the most important missing legal instruments related to
IBM is EBCG 2.0 Regulation.

The Government of Montenegro has established an effective system of governance and
coordination in the area of IBM and SAP.

The Ministry of the Interior coordinates the activities, with the State Border Commission of the inter-
agency composition, of the relevant entities that have competence in the implementation of the Strategy.
In addition, the Inter-agency working group for monitoring of the implementation of SAP has been
established which also deals with donor coordination and monitoring of project implementation in this
area. Regarding internal organization of the Ministry, both IBM and SAP are within the competencies
of Department for Integrated Border Management.

Reporting on the realization of implementation of measures from annual Action Plan (AP) for IBM is
performed on a quarterly basis and data are submitted regularly to the Ministry of the Interior/IBM
Department. Annual Reports on the implementation of APs are submitted to the Government for
adoption in the first quarter of the next year. The total indicative amount foreseen for the implementation
of the Schengen Action Plan and Strategy for Integrated Border Management (2020-2024) is 267 million
Curos.

Necessary financial resources for the implementation of measures from the Framework Action Plan for
implementation of the IBM Strategy are planned within the annual Action Plans and will be determined
annually in the national budget for cach Ministry/Agency that has competence in the implementation of
measures. The Government adopted the conclusions on 23 January 2020 and instructed the stakeholders
to plan the necessary funds during the preparation of the budget.
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Policy relevance

The IBM strategy continues to be relevant in the way it addresscs the challenges of a newly independent
country such as Montenegro to effectively secure its state borders. many of which were previously only
administrative demarcations mside the former Yugoslavia. Secondly, this strategy aims at ensuring legal
alignment. technical reforms and sufficient administrative capacity to comply with the EU IBM and
Schengen standards on border management.
In terms of relevance with the overall objectives of Chapter 24 Action Plan 2020-2024 are IBM Strategy
identifies the following priorities as closely related to the broader rule of law policy:
~ Development of an integrated border management system in line with the European
Border Surveillance System;
~ Ensuring border security by improving cooperation at all levels and strengthening
administrative, infrastructure and technical capacities.

Policy credibility

As outlined by the Commission's 2021 Report': Montenegro should further strengthen the capacities in
border management, by addressing the critical gaps in human resources and equipment; take the
necessary steps to establish an Advance Passenger Information System, and a biometric registration
system that follows the Eurodac model.

The 1implementation of Montenegro’s Status Agreement with the European Union intensified the
cooperation between Montenegro and the European Border and Coast Guard Agency (Frontex) and
created new opportunities for the transter of EU good practices. A first joint operation, launched under
the Agreement in July 2020, deployed teams of the European Border and Coast Guard standing corps to
Debeli Brijeg, a border crossing point (BCP) with Croatia. In October 2020, a joint maritime operation
aimed at strengthening blue borders™ surveillance was launched, the first fully-fledged maritime joint
operation implemented by Frontex in a non-EU country. Montenegro currently has only one Frontex
National Focal Point despite the increased level of cooperation.

Montenegro’s situational awareness and reaction capacity have substantially improved since the
establishment of its National Coordination Centre (NCC) in 2019. The NCC, which is Frontex™ main
cooperation partner within the Status Agreement. follows in real-time live pictures delivered from one
observation aircraft and one helicopter, provided under the Status Agreement. and from nine BCPs
(while four additional BCPs are yet to be connected). The NCC alerts the Regional Coordination Centres
when an intervention is needed. However, some equipment and connections to other national
surveillance systems, which would ensure a full coverage of critical areas, are still missing. Two
representatives of NCC are deployed to Frontex Headquarters in Warsaw as a part of the joint operations.

The integrated border management strategy (IBM) 2020-2024 is in line with the EU aecquis. However,
there 1s no earmarked budget allocation for the implementation the strategy, which relies largely on
expected Donors™ support. Montenegro continued to upgrade its border management equipment. in
accordance with its Schengen Action Plan, with the support of the EU and other Donors. However, there
is no monitoring tool to follow the level of fultilment of the Schengen Action Plan relating to equipment
and to prioritise the purchases. Montenegro has yet to establish an operational Advance Passenger
Information System.

Montenegro further improved its operational capacity to manage borders, notably with the acquisition of
key border management equipment and the opening of a new joint border crossing point with Albania.
Montenegro has continuously active cooperation with Europol and Interpol on countering cross-border

"SWD (2021) 293 final/2 - Montenegro 2021 Report.
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criminal activities. including Europol’s European Migrant Smuggling Centre (EMSC) and the EMPACT
platform for combating migrant smuggling, as well as Frontex™ Western Balkans Risk Analysis Network.
Furthermore. has good cooperation with neighbouring Western Balkan partners within bilateral border
traffic agreements.

In 2021, 13.093.665 passengers were registered at the border crossings (an increase of 179% compared
t02020. or 37% less compared to 2019). The decrease was mainly due to the COVID-19 pandemic.

Using the information system at the border crossings in the period January - December 2021, 71 motor
vehicles were found according to the INTERPOL warrant, 927 persons (809 matches according to
INTERPOL databases and 118 according to national arrest warrants) and 203 documents according to the
INTERPOL arrest warrant. In 2021 a total of 640 pieces of information (+ 28%) were exchanged at the
Trebinje Joint Police Cooperation Centre, and 185 pieces of information (+ 80%) at the Plav Police Centre,
centres that were established thanks to the previous Sector Budget Support Programme.

In 2021, the Border Police, in cooperation with officers of the criminal police and the Customs
Administration, found 37,351 kg of narcotic drug cocaine, 2,231,102 kg of narcotic drug marijuana - skank,
3313 stalks marijuana, 31 ml of cannabis oil, 24491 packs of cigarettes, 1470 kg of cut tobacco, 950 kg of
fish, 230 I of alcoholic beverages, 2160 kg of coffee, 6 pistols, 8 rifles and 708 pieces of ammunition. etc.

2.3.2. Policy developments in the EU

Expected progress in policy implementation
Shortcomings identified by EU experts over the years have been addressed in various Annual Action
Plans. A number of recommendations from Peer Review missions on IBM in 2018 and 2019 are still to
be fully addressed, due to different reasons such as high costs, lack of preliminary technical works, need
to improve a multi-annual strategic planning linked to the earmarked budget, political instability and
changes 1n managing positions:
« ensuring the efficient and safe crossing of the border;
« prevention and detection of cross-border crime;
« timely response to security risks;
« cffective migration management;
= upgrading of the border infrastructure;
+ anintegrated maritime surveillance system, maritime boundaries and search and rescue at sea;
« effective exchange of information, adequate response to risk assessment;
« enhancing international cooperation, especially with Frontex;
= coordination and synchronization of activities of border services in the implementation of border
procedures;
+ adequate training, research and modern technology to ensure the professionalism of officials and
the proper use of technical equipment;
« developing quality control in law enforcement;
+ timely preparations for the establishment of the Schengen Information System, the development
of the SIRENE Office and the harmonization of the Visa Information System;
Since SAP is from 2017 it does not include the latest EU Schengen-based acquis and it’s therefore
naturally incomplete and partly obsolete. One of the most important missing legal instruments related to
IBM is EBCG 2.0 Regulation.

Policy dialogue

Policy dialogue for both IBM and PFM is organised at three levels: political, strategic and technical
level. High-level policy dialogue under the Stabilisation and Association Committee (SAA) takes place
yearly at the SAA Justice and Home Affairs Subcommittee with the participation of the Beneficiaries
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and the DG NEAR Geographical Director/Head of Montencgro Unit. Presentation of Non—papers on
Chapters 23 and 24 1s taking place on a semestral basis with a special focus on progress and benchmarks.
Peer Review missions are organised on a yearly basis with the participation of DG HOME and DG
NEAR. Country reports findings are presented to the Authorities and CSOs. While civil society has
already been involved at the level of policy design, there is considerable room for further engagement,
in particular in the area of human rights standards and fight against corruption. Civil society should be
encouraged not only to play a role in monitoring and holding the government accountable, but also in
the implementation of the policy in areas like asylum, migration and human tratticking. The conclusions
of the Stabilisation and Association Agreement JLS subcommittee, the findings of the Reports in the
rule of law area. as well as the recommendations of the relevant TAIEX peer review reports provide the
framework for the budget support policy dialogue in this sector.

At the strategic level meetings are organised ad hoc for the discussion of particular aspects of the
Strategy led either by the EU Delegation and/or by DG NEAR, according to the agenda of discussions.
EU Delegation is invited to attend Schengen working group meetings. IPA Secctoral Monitoring
Committee and IPA Monitoring Committee are regularly organised.

At the operational level working meetings are organised on a regular basis involving the EU Delegation
Task Manager and the Head of Chapter 24 Working Group, the SPO for IBM, and Border Police
representatives involved in operations.

Conclusions

On the basis of this assessment, the Delegation concludes that the policy is considered sufficiently
relevant and credible for budget support programme objectives to be achieved. Thercfore, the
policy can be supported by the Commission with the proposed budget support programme.

2.3.3. Macroeconomic Policy
Macroeconomic Eligibility

Montenegro’s economy recorded very strong growth in 2021, though it did not fully recover to its
pre-pandemic level. The strong rebound of the economy, recording a preliminary growth rate of 12.4
%, was driven by a robust revival of tourism, exports and private consumption. Tourism revenues
reached 70 % of their 2019 level, surging from just 13% in 2020. Exports added another 25.5 percentage
points to growth. The increase in the number of visitors boosted private consumption which added 4.2
percentage points to growth. Contribution of the government consumption to growth was 0.3 percentage
points. Investment activity remained weak due to the delays in public investments, higher costs of
materials, and continued supply-chain disruptions. Consequently, this slowed gross fixed capital
investments, which dragged growth by 4.8 percentage points, also adversely impacting the pace of
imports. Industrial production strengthened by 4.9 %, driven by increases in both manufacturing and
energy production, despite decline in the mining sector. Meanwhile, construction declined by 5%, as did
number of issued construction permits, signalling a continued decline in the construction sector. The
strong rcbound of the economy in 2021 was reflected in a robust increase in retail and wholesale trade,
that expanded by 16.6% and 24% y-o-y. respectively.

Montenegro's economy was projected to fully recover to its pre-COVID-19 crisis level in this year, after
strong rebound of economic activity in 2021. However, the fallout of the Russian aggression against
Ukraine, will most likely disrupt projected growth. DG ECFIN published Spring forecast on 16 May
where country’s GDP growth projections for 2022 have been revised downwards to 3.8% from an
estimated 6.4% before the start of the war. The main direct transmission channel of the war to
Montenegro’s economy is tourism?,

l - -~ . . ~ > - -
~In 2021, tourists from Russia, Ukraine, and Belarus accounted for 22 % ol total overnight stays.

\3"\ 12 '{(/L/ (



).

b

The economic rebound led to a partial recovery on the labour market, albeit all structural
deficiencies persist. The COVID-19 pandemic exacerbated the structural deficiencies in the labour
market. including high and increasing long-term unemployment and continued regional disparitics. After
expiry of favourable effects from the seasonal employment associated with the tourism industry. the
unemployment rate (15-64) started to merease again reaching 15.7% at the end of 2021. It was still
significantly lower than a year before, when the unemployment rate reached 21.5%. Benefiting from
low base effects in 2020, employment rate recorded robust growth of 15.2% in the last quarter of 2021.
However, the survey confirmed that youth unemployment remains a serious problem in the country.,
with 37.4% of the population aged 15-24 being jobless. Long-term unemployment is yet another
lingering problem, given that 53% of all jobless have been looking for a job for more than two years.
There are huge labour market differences across regions, with the unemployment rate being at low 6.1%
in the tourist-heavy coastal region, 12.2% in the central region and 31.2% in the poor northern region.
Financial sector remained robust with quite dynamic credit activity during 2021. At the end of
2021, banks’ lending and deposits were 9.8% and 20.9% higher, respectively, as compared to December
2019. Banks’ lending and deposits continued to grow in the first months of 2022. Average capital
adequacy ratio in December 2021 was at 18.5%. well above the regulatory minimum. Montenegro’s
NLB Banka Podgorica, the local unit of Slovenia’s largest bank Nova Ljubljanska Bank (NLB),
completed the merger with Komercijalna Banka Podgorica in November 2021. After finalisation of the
second merger within a year, the new bank became the second largest out of a local banking market of
11 banks. Although trending down, lending interest rates are still high presenting one of the major
obstacles for the small businesses in the country. In order to provide easier and increased access to
finance for businesses that have limited access to finances, the Government earmarked funds for the
establishment of the Credit Guarantee Fund and proposed relevant legislation that awaits Parliament’s
approval. In February 2022, NPLs rose to 6.7% of total loans, compared to 5.9% a year before.

Global inflationary pressures are accelerating domestic inflation, given the unilateral euroization.
After falling by 0.8% in 2020, consumer prices have accelerated since April 2021, to reach an average
of 2.5% in 2021. Inflationary pressures also continued in 2022 rising to 9.7% y-o-y in March 2022, a
[0-year high. The increase in inflation was led by rising food, beverage, and transportation prices. Real
disposable income was, nevertheless, largely preserved through the increase in disposable incomes due
to the "Europe Now’ reform, which resulted in the 80% increase in the minimum wage and 22.7%
increase of the average monthly wage from January 2022. On the other hand, wage increase also risks
nourishing inflationary pressures as well as increasing external and fiscal imbalances.

The strong recovery of the tourism sector resulted in a significant reduction
of external imbalances. This resulted in narrowing of the current account gap to 9.2% of GDP in 2021,
as compared to 26.1% of GDP a year before. The surplus in the service account that reached 19.5% of
GDP in 2021, as compared to only 4.2% of GDP in 2020, drove this improvement. Net primary and
secondary incomes have further reduced the current account deficit, primarily due to the improving
expatriate remittances that saw 35% increase. The current account deficit was entirely financed by net
foreign direct investment (FDI) which amounted to 11.2% of GDP in 2021.

Improved domestic demand and higher global commodity prices pushed for the fast growth in imports
that saw 19% annual increase. Even the rapid increase in exports (28.7% y-o-y) did not suffice to
compensate for the impact of strong import growth. Consequently, the merchandise trade deficit
expanded by 16.6% y -o-y in nominal terms, totalling 39.0% of GDP in 2021.

The improvement of the economic and sanitary situation reinforced significantly Montenegro’s
fiscal performance. The rebound in economic activity combined with a significant underspending of
the capital budget resulted in a sharp reduction of the budget deficit in 2021. The general government
budget deficit fell from 11.1% in 2020 to 1.9% of GDP in 2021. Central government revenues surged
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by 16.6 %o, driven by the VAT and
excises. while central government expenditures declined by 2.6 %. primarily due to lower capital
spending by 9 %. but also lower spending on goods and services. which declined by 16%.

The 2022 budget 1s articulated around the landmark reform program ~Europe Now’™. a major fiscal reform
initiative designed to support post-pandemic recovery. The programme
abolished  healthcare  contributions, and  introduced a  personal  income allowance
for wages up to EUR 700, progressive personal and corporate income taxation. and an increase in
the net monthly minimum wage. The Parliament, however, rejected several measures of the program to
offset the loss in revenues from the abolished health contributions. These include increases in excises
on tobacco, alcohol. and sugary beverages, and introduction of excises on sugary products and single-
use plastic. The Parliament also maintained the reduced VAT rate of 7 % for the hospitality industry,
introduced as a crisis mitigation measure. On the other hand, Parliament widened social transfers by
introducing benefits for all children until age 18, reintroduced mothers™ benefits for former beneficiaries,
increased minimum pensions, and adopted ambitious public investment programme. Failure to adopt
compensating revenue measures is likely to result in a wider-than-planned fiscal deficit of 5.1% of GDP
in 2022.

At end-2021, the public debt ratio declined to 83.3% ot GDP, down from 105.3% of GDP in 2020. Net
debt in 2021 was reduced by over EUR 330 million, including a repayment of EUR 227 in Eurobonds
in March 2021. The central government fiscal balance was positive in four months over the last year,
which further supported the build-up of government deposits, amounting to 9.4% of GDP in 2021, which
will be financing a significant share of financing needs in 2022.

Overall, the economy strongly rebounded in 2021 driven by a quicker than expected resumption of
tourism that boosted a surge of private consumption. The fiscal framework still remains subject to
sizeable risks and uncertainties, in particular in the current geopolitical context. Fiscal stability and
sustainability should be strengthened by reintroducing the initially planned revenue measures of the
2022 budget. The activities should be undertaken to develop a new medium-term fiscal strategy along
with the 2023 budget that will encompass concrete consolidation measures and continued public debt
reduction over the medium-term. Noted that this overall picture has to take into consideration the issues
related to the Russian aggression in Ukraine.

General Conclusions on eligibility:

As a conclusion, based on the analysis, the authorities have continued to pursue a stability- oriented
macroeconomic policy.

2.3.4. Public Financial Management
Public Finance Management Eligibility

The Public Finance Management (PFM) Reform Programme 2016-2020 (and its Transitional Action Plan
for 2021) has addressed some of the key weaknesses ot the PFM system and has been therefore highly
relevant, as confirmed by the results of the 2019 PEFA exercise. Additionally, it has addressed issues
outside the PEFA assessment but equally important, like the update of the legal and regulatory framework
in accordance with the EU legislation and the upgrade of the existing IT system for the management of
the whole budget cycle. Certain reform arcas remained excluded: the alignment with European system of
Account (ESA) 2010 and Government Finance Statistics (GFS) system, more transparent reporting on
budget execution and commitment management, as well as cash flow planning and arrears management.
Weaknesses in the payroll system and in local government finance management have been addressed both
in the Public Administration Reform and in the Public Finance Management Programmes.
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Compared to PEFA 2013, the PEFA 2019 results showed an overall tendency of improvement. Main
performance progress is observed in (i) budget reliability (i1) extent of unreported government operations
(111) taxpayer registration and tax assessment (iv) procedures for contracting and reporting debt and issuing
guarantees (v) mmproved procurement management (vi) effective internal controls (vii) strengthened
mternal audit, external audit and parliamentary scrutiny. Monitoring of fiscal risks arising from local
governments by the central government has deteriorated.

Sice then. the pace of implementation of the reform has been uneven, benefitting on one hand from the
support provided by several IPA technical assistance project and suffering on the other from the effect of
the COVID-19 pandemics. the unstable political situation and the high staff turnover in the Ministry of
Finance. In July 2021, the PFM Reform Programme was extended for one year (until end-2021) through a
Transitional 2021 Action Plan, containing the activities that could not be completed by end-2020. In the
meantime, a new PFM Reform Programme 2022-2026 has been drafted and is due to be adopted by the
second quarter of 2021.

Allin all, good progress can be reported in the area of annual budgeting, reform of the salary system in the
public sector, public procurement and customs administration. Some progress is reported in medium-term
budget framework, capital budgeting, tax administration and state aid. Limited progress is shown in debt
management and transition from the cash-based to accrual accounting. Implementation of the following
subsystems is largely completed: update of the macro-economic projections model, public procurement,
public internal financial control, external audit and audit authority.

However, despite efforts, some key weaknesses remain, especially for capital budgeting, state aid reform,
commitment, cash and assets management, as well as in terms of interoperability of the different IT systems
in place.

The key challenges relate to the following:
. The continued delay of concrete steps for upgrading the SAP Treasury system with regard to
accrual accounting
. Delays in the implementation of Pillar A (medium-term budgetary framework and budget
preparation), in particular with regard to the amendment of the Law on Budget and Fiscal
Responsibility, capital budgeting as a whole and live operation of the IT tool for calculation and
control of salaries (including its connection with the Human Resources Management System)

. The serious delays in implementing the World Bank-funded Revenue Administration Reform
Project in the Tax Administration
. The unmotivated suspension of the operationalization of the Asset Management 1T System,

coupled with the lack of communication on this matter between the Accounting Department in the
Treasury and the Cadastre and State Property Administration.

[n terms of domestic revenue mobilization, the overall trend of improvement showed by the 2019 PEFA
assessment continues, in particular in the field of budget reliability, registration and tax assessment and
clfective internal controls. After a decline during COVID-19 crises, the collection of public revenues is
expected to recover in the coming medium-term period, as a result of projected growth in economic activity
and several actions undertaken by the Government (suppression of informal economy, taxation of
undeclared property, increasing excise taxes, among others).

A new PFM Reform Programme 2022-2026 is close to being adopted, after the conclusion of the public
consultation launched in April 2022. The Reform is highly relevant in addressing all identified weaknesses
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in a comprehensive and structured way. It is based on an extensive consultation process, it 1s supported by
strong ownership and commitment of government stakeholders and accompanied by a costed Action Plan
for 2022-2023. While in the previous cycle the focus was on budget planning and on procurement, prioritics
of the new reform programme will be public investment management. accounting and reporting. At the same
time, ectforts will be directed to the conclusion of previous (partially pending) reforms. like
programme/performance budgeting and mid-term budgetary framework, including interconnected IT

systems.

A clear set of objectives, activities and indicators have been identified at output, outcome and impact level.
A robust monitoring framework, however, despite significant improvements over the years, remains to be
established. An indicators passport would be also necessary to clarify the scope and measurement of the
indicators.

Differently from the previous one, the new Reform Programme 2022-2026 is costed and is reflected in the
annual and multiannual state budget as from 2023. The Action Plan 2022-2023 has prioritized certain
actions, by ensuring an appropriate sequencing of reforms. However, the way to address some critical
horizontal issues, like the interconnection of IT systems, local governments and human resources for public
finance management, still needs to be clearly defined.

The Government approach seems to take into consideration structural shortcomings and looks for continuity
with the previous reform programme, by confirming the credibility of the reform process. Considering that
reforms in the PFM area usually need a long time to materialize, this will ensure the necessary stability and
coherence to maximize the reform impact in the next few years. For this to happen, the process will have to
be supported by significant strengthening of the PFM capacities in terms of human resources and
coordination within the Ministry of Finance and with other stakeholders involved in the reform actions,
including tax and customs administration.

As a conclusion, based on the analysis, the public finance management reform strategy remains
sufficiently relevant and credible, including in domestic revenue mobilisation, and the eligibility
criterion is met.

2:3.5. Transparency and Oversight of the Budget

The Government of Montenegro continues to publish systematically the budget proposal, the adopted
budget and budget execution reports. The following budgetary documents were published in 2021 :
I. The annual budget Law for 2022 was adopted on 29.12.2021°. It is organized by economic,
organizational, functional and program classification.

2. The annual budget exccution report for 2021 was published on the Ministry of Finance website on
02.02.2022". The report contains a narrative part providing main fiscal aggregates and a table with
budgetary data broken by economic classifications. The year-end accounts are submitted to an
external audit within 6 months after the end of the fiscal year.

3. In-year budget execution reports are made available to the public with nearly one month delay and

prepared by budget spending units, state funds, local Sclf-Government units and other legal
entities. They include a brief narrative on current revenues and expenditures and a detailed table

' hitps://www.gov.me/clanak/zakon-o-budzetu-crne-gore-za-2021-godinu
* hitps//www.gov.me/clanak/ostvareni-rekordni-prihodi-deficit-za-42 1 -manji-od-plana
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with a budget execution breakdown organized by economic classifications. The budget execution
report for January and February 2022 was published on 01.04.2022%
4. The audit report for the final accounts for the 2020 budget was published on the State Audit
Institution website on 13.10.2021.
The entry point for Budget Transparency continues, therefore, to be met.

The PEFA 2019 show an overall tendency of improvement compared to PEFA 2013. According to the
results of the PEFA exercise, Montenegro has scored the following:

PEFA Assessment Match Year Year Monitoring
(2016 indicators) with 2013 2019 of
PEFA Progress
2011
PI-5 Budget PI-6 A B l
| documentation
PI-6 Central PI-7 & D+ A 1
government operations some new
outside financial subsections
reports
PI-9 Public access to PI-10 A A =
fiscal information
PI-28 In-year budget PI-24 D+ D+ =
["(‘.‘JPOITS
P1-29 Annual financial PI-25 D+ D+ =
reports
PI-30 External audit PI1-26 G+ B+ 1
PI-31 Legislative PI-28 A B+ 7
scrutiny  of  audit
reports
Y ear Year Year Year
Open Budget Index6 N/A N/A N/A N/A

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,
transparency of budget and fiscal information, revenue mobilization and budget execution’, internal
control and mternal audit, external audit and parliamentary scrutiny. Nevertheless, more advanced
components of PFM demonstrate needs for further improvement and constant reinforcement.

In terms of budget transparency. worst performance is related to PI-28 Indicator and to PI-29 Indicator.
Main deficiencies of the in-year budget reports lay in the lack of comparison with the original budget
(but only with the latest revised budget). in the aggregates presentation of data and in a structure
organized only by economic classification, with significant gaps in reporting for public enterprises and
financing of municipalities. Variations between original profile of revenue and expenditure and actual
revenue and expenditure are not explained. Completeness of financial reports is an issue, since they are
prepared on cash basis and do not present information on assets and liabilities. More structured

* hitps://www.gov.me/clanak/prihodi-veci-za-194-nego-u-istom-periodu-202 1-godine
® Montenegro is still not part of Open Budget Index

“However. according to the EUD analysis and on the basis of the PEFA scores, some core functions mainly related
to procurement planning, commitment management, cash and arrears management would deserve further attention.

o
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information on commitments and liabilities/arrears, on capital expenditures and on internally generated
funds would increase comprehensiveness and transparency.”

As to the Annual Financial Reports. the information about the financial and non-financial assets and
liabilities 1s not complete and there is no reference to the accounting standards. All budget documents
arc accessible by citizens (at government’s website) but reports are not published together at one single
web link.

More recently. improvements in budget transparency are materializing with the implementation of'a new
programme budget classification, programme goals and performance indicators, and the gradual
introduction of a mid-term budgetary framework.

General Conclusions on eligibility:

As a conclusion, based on the analysis, the entry point 1s met as the relevant budget documentation
(the Executive's Proposal and the Enacted Budget within the past budget cycle) has been published
respectively on  21.03.2021 and on 02.02.2021 on the following websites:
https://www.gov.me/clanak/zakon-o-budzetu-crme-gore-za-2021-godinu

htips:/www. sov.me/clanak/ostvareni-rekordni-prihodi-deficit-za-42 | -manji-od-plana

Therefore, the eligibility criterion is met.

3. DESCRIPTION OF THE ACTION
3.1. Intervention Logic

The Overall Objective (Impact) of this action is to consolidate the Rule of Law and further prepare for
Joining the Schengen Area. It contributes to EU integration process of Montenegro and the achievements
under Chapter 24 requirements, including better detection and deterring of all types of cross-border
crimes, and more effective management of mixed migration flows.

The Specific Objective (Outcome) of this action is: Actions being fully implementation of the Integrated
Border Management Strategy with Annual Action Plans and the Schengen Action Plan and objectives set
therein. Securing the future external EU border, reducing irregular migration and cross-border crime.

The induced Outputs to be delivered by this action contributing to the corresponding Specific Objective
(Outcome) are:

- To improve border surveillance;

- To improve detection and interception activities

- To address the critical gaps in human resources and to improve HR

- To improve border infrastructure and align with EU best practice

- To improve implementation of anticorruption measures

Environmental Protection, Climate Change and Biodiversity

Together with Montenegro the EU will assist Montenegro's goal of implementing its IBM strategy and
action plan and through this SBS programme support relevant investment that meets environmental
considerations.

The Environmental Agency was consulted during the preparation of this strategy and their
recommendations incorporated in the final draft. Also, the recommendations in the field of prevention

*SIGMA Monitoring Report, November 2017
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of trade in chemical. biological. radiological and nuclear substances and weapons were taken into
account, provided in the Strategy for Protection against lonizing Radiation, Radiation Safety and
Radioactive Waste Management and its Action Plan.

3.2. Indicative Activities

Activities related to Output 1.1 Improved border surveillance system:
I.1.1 Operational functioning of the Stationary Centres for electronic surveillance (SCEO) in
following locations: Bozaj, St Nikola, Obostnik, Mavrijan, Crni Rt.

Setting up of a Stationary Centre for electronic surveillance presume the following: observation
tower construction, procurement and placement of container for housing a power generator. backup
power supply and other equipment; procurement, nstallation and integration of radar, thermal
imaging and CCTV short range observation sensor with laser rangefinder. This also includes
necessary works for providing optimal work conditions on setting up power supply, lightning
protection and protection of data transfer systems.

1.1.2 Setting up the Fixed Stations for electronic surveillance (FSEO) in following locations:

Stegvas$, Fraskanjel, Kobila, Vrmac, Bar.

Setting up of a Fixed Stations for electronic surveillance presume the following: installation and
integration of thermal imaging and CCTV short range observation sensor. This also includes
necessary works for providing optimal work conditions on setting up power supply, lightning
protection installation and protection of data transfer systems.

1.1.3 t Installation of unmanned aerial vehicle set VTOL with possibility of vertical take-off and
landing, equipped with a thermal imaging and CCTV surveillance sensor and ground
control station; procurement of 5 drones of short range equipped with thermal imaging
and CCTYV surveillance camera with short range and set of spare parts; procurement of 3
drones of medium range equipped with thermal imaging and CCTV surveillance camera
with short range and set of spare parts;

1.1.4 Adaptation of Maritime logistic base of BP on River Bojana

1.1.5 Setting up of Operational base for patrol vessels on Koracica

1.1.6 Procurement of patrol vessels, terrain vehicles

1.1.7 Construction of NCC building

1.1.8 Procurement of equipment for surveillance of land borders with neighbouring countries

Activities related to Output 1.2: Establishment of a Human resources management plan. Improved
capacities of border police with targeted trainings and preparation for Schengen evaluation.

[

.1 Assessment of training needs of border police officers;
.2 Establishment of national training concept for border police with strengthening the role of

1CC

o
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Academy and establishing of E-learning concept;

1.2.3. establishment of a human resources management plan with gradual increase in employment;
1.2.4 Specifically targeted trainings for English language, Migrations (migrant screening, data
collection, human trafficking, terrorists, and handling large groups of migrants), border
surveillance, safe use of ATV, snowmobile, bikes. and vessel patrolling (interception activities,
search and rescue)
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Activities related to output 1.3: Placing the Dark-fiber optic connection
[n order to ensure different possibilities to connect with centralized data bases and systems in secure
manner, dark-fiber optic connection has to be in place. This will ensure that BCPs are independent
[rom service providers and more importantly data security i1s much higher. This would also provide
centralized management and recording of videos from BCPs. In addition, this would provide faster
response, less maintenance issues. lower costs and additional systems could be further added.

Planned activities: Placing of optic fiber connection to BCPs Scepan Polje and Vilusi.

3.3. Mainstreaming

Gender equality and empowerment of women and girls

Gender equality and the development of the Policies for equal opportunities are guaranteed by the
Constitution of Montenegro. These guarantees are elaborated in series of laws that regulate labor
relations, employment, pension and disability insurance, education, health and social protection, and
many other rights. Mechanisms for achieving gender equality are also prescribed by the Law on Gender
Equality. Both Ministry of the Interior and the Police Directorate continuously implement activities in
order to raise awareness about importance of gender equality, with the emphasis on implementation of
the affirmative action principle upon admission to Police Academy. This principle predicts that 30% of
women should be admitted in each generation. The most recent activity in this field has been
implemented with the support of OSCE, with the aim to introduce the profession of police officer, and
to encourage girls to get informed and potentially take interest in working in the police.

Human Rights

The IBM strategy will have a positive impact on citizens and particularly on vulnerable groups. refugees
and migrants through improved capacities of the administration to manage the borders in line with EU
standards and better detect cross border crimes - for instance by increasing the capacities to recognise
serious forms of crime such as smuggling and trafficking in human beings. Montenegro has been
identified by International Organisation for Migration as a transit site for trafficked persons, the majority
of whom are women and children.

Pursuant to the Article 11 of the Law on Asylum, in the asylum procedure, care is taken of the special
needs of minors, persons completely or partially deprived of business capacity, unaccompanied minors.
persons with mental or physical disabilities, the elderly, pregnant women, single parents with minor
children, persons subjected to torture, rape or other serious forms of mental, physical or sexual violence
and other vulnerable persons. Also, article 28 of the Law on Asylum provides for that after establishing
identity and the fact that a minor i1s unaccompanied, or that a person of legal age is without business
capacity, such persons will be provided with guardians. Asylum applications by those persons are
resolved on a priority basis and a decision is taken within 30 days from the day of the application’s
submission. During the procedure, care 1s taken regarding the accommodation, psycho-physical
condition and the best interest of a minor, and measures are undertaken for the tracing of family
members.

Pursuant to the Law on Foreigners, a foreigner cannot be forcedly removed to a country in which his/her
lite or freedom might be jeopardised. because of his/her race, religion or nationality, belonging to a
particular social group or because of political views, or to a country in which he/she could be subjected
to torture, inhuman and degrading treatment and punishment.

.4. Risks and Lessons Learned
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Category Risks Likelihood | Impact Mitigating measures
(High/ (High/
Medium/ Medium/
L [ Low) JLow) |
Political Risk 1: Digress | Low Medium | This risk can be mitigated through
from political continuous implementation of the
commitment to EU Stabilisation ~ and  Association
integration process Agreement
Corruption/Frau | Risk 2: Legal and | low Medium | The risk of corruption and fraud can
d regulatory be mitigated through continuous
framework is not high-level policy dialogue with the
cffectively enforced Government on the implementation
of Chapters 23 and 24 measures for
the prevention and repression of
corruption.
External Stakeholders M M Ensuring continuous policy dialogue
environment coordination and platform also in the framework of the
cooperation is Accession Negotiations
reduced during law
and policymaking
processes, budget
preparation,
implementation
and review of
sector  strategics
including with
CSO
People and| Weak capacitieson | M M Ensure support on data analysis,
organisation statistics performance monitoring, and the
production,  data budget committee with clear and
analysis, standardised usage of narrative
monitoring and templates and budgetary tools.
reporting Dedicated complementary assistance
mechanisms
(including on
budgeting)
People and| Lack of | M H Develop HR institutional policies
organisation institutional with duty-bearers and multi-year |
knowledge capacity building plans, including |
management and performance-based budgeting
capacity
skills,
exacerbated by
high turnover of
personnel

HAoy




People and| Slow  procurement | M M Robust TA to help the setting up of an

organisation | procedures and operational procurement system
| lack of a
' management
information system

External - Worsening of the H H Strengthen donors™ and government
environment | socio-economic coordination in the scctor. on
' situation leading to budgetary and PFM issues.
hnancial/budgetary |
constraints and
limited funds

availability,  also
due to the
COVIDI19

pandemic.

NB. This was drafted prior to the start of the Russian aggression in Ukraine which has also now emerged as a eritical risk.
Lessons Learned:

Lack of coordination between organisational units - In the implementation period of Previous Budget
support for IBM two separate units dealt with implementation of Integrated Border Management
Strategy and Schengen Action Plan. Morcover, there were in total 3 working groups cstablished to
monitor results achieved in [IBM and SAP and PIU was not actively involved in their work. This resulted
in a misunderstanding of the process and sometimes a lack of coordination. With the new internal

organization of the Ministry of Interior monitoring of implementation of IBM and SAP is within the

competence of IBM Department. New interagency working group for monitoring of implementation of

SAP is established with active involvement of PIU. Other than monitoring of implementation, this WG
will closely monitor implementation of Budget support. This will ensure that the whole process is led in
centralised manner and by experts.

Weaknesses in the internal procurement system- In addition to the supervision defined by the Law
on public procurement, the Law on inspection supervision and the legal framework governing the
prevention of corruption, the new Law on Internal Affairs envisages a new Unit which will perform,
among other duties, control function regarding public procurement within the Ministry. Together with
the Department for Internal Audit, control will be ensured over the legality of tendering procedures.
Publicity and visibility- Even though the P&V plan for previous budget support was fully implemented,
it was obvious that the general public was not aware of the results achieved. This was partial because the
presentation of results was not always tailored to the general public and on the other hand, these topics
were not particularly interesting for citizens. In order to change this, the P&V plan will focus on raising
awareness of the importance of having safe borders and on issues that directly tackle their everyday life
such are faster border controls, trained border officers and less cross-border crime.
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3.5. Indicative Logical Framework Matrix

Results

Results chain

Indicators

Baselines
(2020)

Targets by the end of the
budget support contract
(2025)

Sources of data

Indicative Impact of the
policy

The Indicative Impact of this
action is to consolidate the Rule
of Law and further prepare for

joining the Schengen Area. It

contributes to EU integration
process of Montenegro and the
achievements under Chapter 24
requirements, better
detection and deterring of all
types of cross-border crimes, and
more effective management of
mixed migration flows.

imcluding

Fulfilment of closing benchmarks in Ch. 24
related to Integrated border management

Closing benchmarks
in CH.24 are nol vet
received. They are
expected by the end of
2022,

Closing benchmarks in Ch. 24
related to Integrated border
management fulfilled.

| the Ministry of’

Annual
Commission
Reports

Peer review
reports

Annual Report of

the Interior

Expected Outcomes of the
policy

Activities being implementation
of the Integrated  Border
Management  Strategy  with
Annual Action Plans and the
Schengen  Action  Plan  and
objectives set therein. Securing
the future external EU border,
reducing irregular migration and
cross-border crime.

Degree of alignment of national IBM with
the EBCG 2.0 Regulation and Technical
and Operational Strategy for EUIBM.

Relatively good level
of alignment
(*Current national
IBM strategy 2020 —
2024 is relatively well
in line with the EBCG
1.0 Regulation and it
already acknowledge
some elements from
the Technical and
Operational Strategy
for EIBM prepared by
Frontex”, source: Peer
Review Expert
Mission Report,
January 2021

Alignment of the national IMB
Strategy with the consolidated
results of the ongoing EUIBM

strategy  process  (including
political ~ guidance, revised

TOIBM and lessons learned |
| -National

from NIBM revision process)

Annual
Commission
Reports for sector

-U
mission report

peer review

Assessment of
implementation
of IBM Strategy
and Action Plan
(national report)

|
|
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Induced Outputs

1.1 Improved
system

surveillance

1.1.1 Increase of track record of seized
and intercepted narcotics on border with
Albania

1.1.2 Degree of alignment of NCC with
Commission Implementing Regulation
on the situational pictures of the
European Border Surveillance System
(EUROSUR) based on EBCG 2.0

Partial coverage of
electronic surveillance
system at Skadar Lake,
River Bojana, Adrialic
Sca and Boka Bay and
outdated equipment,

At border with Albania
the following amount of
narcotics were seized:
517.05 kg marithuana
and skunk, 0,206 ke
cocaine and 53 kg
hashish

In 2020, 293 persons
were processed for
illegal crossing through
land and water border.

Partial alignment
(National
Coordination Centre
(NCC) 1s operational
24/7. At the moment
it covers remote
monitoring over
existing system of
electronic
surveillance over
blue and green border
and over 9 systems of
video surveillance of
BCPs (live stream
and play back
function). NCC and
Electronic border
surveillance system
are not integrated in

EUROSUR).

[ 1.1.1.1 Increase of 3% of sized
and intercepted narcotics on
border with Albania.

2 (2024).

L.1.1.2Increased number %
of detected illegal crossing
through the land and water
borders  (depending on
baseline)

1.1.2.1 Fully operational
specific situational picture in
NCC established in line with
EUROSUR

Improvements related to Year

-EU peer review

IMIssIoN report

-Nauonal
Assessment ol
implementation
of 1BM Strategy
and Action Plan
{national report)




1.2 Improved capacities of
Border Police

1.3 Further improvement of
border infrastructure and EU
best practices and
implementation of
anticorruption measures

1.2.1 Number of newly employed Border
Police officers (women and men) curricula
developed for Border police

1.3.1 Increased number of reported
corruption cases in the Border Police

1.3.2 Degree of operationalisation of the
Advance Passenger Information System
(API)

No situational
pictures incidents
are cu TI'CHIJ}’
produced in line
with NCC Directive

The total number of
staft in the border
police is 1365, fora
840 km -long borders
(including 137 km at
sea, 81 km of rivers,
50 km of lakes).

There were in total 18
reported corruption
cases (art, 416 and 423
of Criminal Code) in
the Border Police.

The implementation
of Carriers’ liability
and obligations of
carriers to
communicate
passenger data (API
directive) at the
technical level is not
finalised.

1.2.1.1 50 newly employed

Border Police officers.
Improvements related to Year
2(2024)

1.2.1.2 New curricula

development introduced and part
of the Police Academy.

1.3.1.1 Increase of 5% of
reported corruption cases in

the Border Police,
Improvements related to Year
2 (2024)

1.3.1.2 Full operationalisation
of the Advance Passenger
Information System (API)

[
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Direct Qutputs

The financial capability of the
government to pursue the IBM
Strategy objectives improved
- Monitoring  of IBM
Strategy and Schengen Action
Plan strengthened
(complementary support)
- Technical

specifications  for purchase of

equipment for electronic border
surveillance & for border control
infrastructure prepared
(complementary

assistance)

- Knowledge and skills |

ol border police strengthened
(e.g. border surveillance,
interception activities, Schengen
evaluation,

...) (complementary support)

Amount of EU funds disbursed on time and
m accordance with foreseen in Sector

| Reform Contract

Overall level of implementation track record
in the field of IBM and related policies

Number of technical specifications for
purchase of equipment for electronic border
surveillance & for border control
infrastructure prepared

Status of a national training concept for
border police

Montenegro has a
good track record of
implementing
reforms in the area of
border management.

There is no national
concept for border
police

15 million euros

Continued  track
implementation in accordance

- Anmnual

Commission
Reports  for  the

seclor

| - EU peer review

record  of |

with IBM Framework Action |

Plan

Establishment of a national

training concept for border
police with strengthening the

role of the Police Academy

mission report

- National
Assessment ol
implementation
of IBM Strategy
and Action Plan
(national report)
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4. IMPLEMENTATION ARRANGEMENTS
4.1. Financing Agreement

In order to implement this action, it 1s envisaged to conclude a financing agreement with Montenegro.
4.2. Indicative Implementation Period

The indicative operational implementation period of this action, during which the activities described in
section 3 will be carried out and the corresponding contracts and agreements implemented, is 72 months from
the date of entry into force of the financing agreement. Extensions of the implementation period may be agreed
by the Commission’s responsible authorising officer by amending this Financing Decision and the relevant
contracts and agreements.

4.3. Implementation of the Budget Support Component
4.3.1. Rationale for the Amounts Allocated to Budget Support

The amount allocated for the budget support component is EUR 12 000 000 and EUR 3 000 000 for
complementary support. This amount is based on the financial assessment of the Integrated Border
Management Strategy and Schengen Action Plan which represents in total an amount of EUR 267 000 000.
The amount is proportional to the cost estimates of the Montenegrin authorities for implementing the IBM

strategy and the annual budgetary allocations for this sector which amounts to EUR 567 500 000 in accordance
with the annual budget’.

4.3.2. Criteria for Disbursement of Budget Support
a) Conditions

The general conditions for disbursement of all tranches are as follows:
~ Satisfactory progress in the implementation of the Strategy for Integrated Border Management and
continued credibility and relevance thereof or of the subsequent policy.
~ Maintenance of a credible and relevant stability-oriented macroeconomic policy or progress made
towards restoring key balances.
~ Satisfactory 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. timely, comprehensive
and sound budgetary information.
b) The performance indicators for disbursement that may be used for variable tranches may focus on the
following policy priorities:
- Priority 1: Border control: Border checks and State border surveillance
- Priority 6: Preparation for taking measures in the Schengen Area related to border surveillance and
efficient resolving of illegal immigration and suppression of cross-border crime

" The annual budgcet for the seetor is 367.3 million EUR, of which the Ministry of Interior/Police: EUR 933 million. the Ministry of Foreign
Affairs: 16.2 million EUR: the Ministry of Defence: EUR 43 4 million; the Ministry of Finance and Social Welfare: EUR 3429 million: the
Revenue and Customs Administration: EUR 20.2 million; the Administration for Inspection Affairs: EUR 4.9 million; the Ministry of Capital
Investments: EUR 7.1 million: Administration for Maritime Salety and Port Management: EUR 1.2 million: the Ministry of Health: EUR 2.3
million: the Ministry of Agriculture, Forestry and Water Management: EUR 34 million.
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- Priority 8: Respect, protection and promotion of fundamental human rights. training, research and
innovation

The chosen performance indicators and targets to be used for the disbursement of variable tranches will apply
for the duration of the action.

¢) Modifications

The chosen performance indicators and targets to be used for the disbursement of variable tranches will apply
for the duration of the action. However, in duly justified cases. the partner country and the Commission may
agree on changes to indicators or on upward/downward revisions of targets. Such changes shall be authorised
in writing ex-ante, at the latest by end of the first quarter of the period under review applicable to the indicators
and targets.

In exceptional and/or duly justified cases, for instance where unexpected events, external shocks or changing
circumstances have made the indicator or the target irrelevant and could not be anticipated, a variable tranche
indicator may be waived. In these cases, the related amount could either be reallocated to the other indicators
of the variable tranche the same year or be transferred to the next variable tranche the following year (in
accordance with the original weighting of the indicators). It could also be decided to re-assess an indicator the
following year against the original target, if there was a positive trend and the authorities did not reach the
target because of factors beyond their control. The use of this provision shall be requested by the partner
country and approved in writing by the Commission.

d) Fundamental values
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.

4.3.3. Budget Support Details

Budget support is provided as direct untargeted budget support to the national treasury.

4.4. Methods of implementation

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

4.4.1. Direct Management (Grants)

Twinning contract

(a) Purpaosc of the grant(s)
The Complementary assistance contribute to achieving output 1.2 - Improved capacities of border police

with targeted trainings and preparation for Schengen evaluation

28
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~ Specific targeted trainings tor English language. Migrations (migrant screening. data
collection, human trafficking, terrorists. handling large groups of migrants). border
surveillance, safe use of ATV, snowmobile, bikes. vessel patrolling (interception activities.
search and rescue)

~ Capacity building in the arca of capacities for detection and interception (specialized
tramings)

~ Provide the necessary inputs to further align the IBM Strategy with EU IBM concept

~ Development of the detection and interception capacity by developing the use of tracing
dogs for border surveillance.

~ Update of SAP

~ Development of the reaction capacity (vehicles, speed boats) in line with the strategic
objectives

(b) Type of applicants targeted
~ Potential applicants are EU Member State administrations or their mandated bodies.

4.4.2. Direct Management (Procurement)

TA Service Contract

The Complementary technical assistance contribute to achieving an improved follow up and
reporting on all outputs of the action

~ Assistance in the performance monitoring framework (indicators), in order to improve the
assessments of the countries’ capacity to provide performance data used in variable
tranches;
Assistance in reporting;
Assistance is setting up a procurement control system in line with SAP;
Assistance in setting up a centralised procurement database:
Assistance in tendering and procurement;
Assistance in drafting and implementing the visibility and communication awareness
campaign.
Assistance in donors’ coordination, policy dialogue included with Civil Society.

YV VOV VY

v

Service Contract

The contract will contribute to achieving accurate disbursement based on solid data for all outputs of
the action and is forescen for External Verification and monitoring missions and reporting to verity the
credibility of data collected
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4.5. Scope of geographical eligibility for procurement and grants

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

The Commission’s authorising officer responsible may extend the geographical eligibility on the basis of
urgency or of unavailability of services in the markets of the countries or territories concerned, or in other
duly substantiated cases where application of the eligibility rules would make the realisation of this action
impossible or exceedingly difficult (Article 28(10) NDICI-Global Europe Regulation).

4.6. Indicative Budget

Indicative Budget components [1] EU contribution
(amount in EUR)

Budget support - cf, section 4.3 12 000 000

Implementation modalities — cf. section 4.4

CB_lllplcmClltar}’ Assistance - Direct mz_magcmenl' 4.4. 3000000
1. Twinning Contract (direct management) — cf. scction 4.4.1 1 500 000
2. Procurement Contracts - cf. section 4.4.2 1500 000
Procurement — total envelope under section 4.4.2 I 500 000
Grants — total envelope under section 4.4.1 a 1 500 000
Evaluation — cf. section 5.2 N N.A.
Audit — cf. section 5.3
Communication and visibility — ¢f. section 6 Part of TA Service
Contract
Contingencies N.A.
Totals 15 000 000

4.7. Organisational Set-up and Responsibilities

The Government of Montenegro has established an effective system of governance and coordination in
the area of IBM and SAP. The Ministry of the Interior coordinates the activities, with the State Border
Commission of the inter-agency composition. of the relevant entities that have competence in the
implementation of the Strategy. Organisational structure for the implementation of the IBM Strategy on the
national, regional and local level is tailored to the organisational structure of Border Police. In that sense,
coordination teams are established on the regional level in Podgorica, Bijelo Polje and Budva. Each
coordination team is responsible to coordinate activities of smaller expert teams formed for all 29 Border
Crossing Points on its area. Besides border police officers, members of these teams are employees of Customs
Authority and Directorate for Food Safety, Veterinary and Phytosanitary Affairs.
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In addition, the Inter-agency working group for monitoring of the implementation of SAP has been established.
Among other duties, it deals with donor coordination and monitoring of project implementation in this area.
It monitors the realization of the national budget in terms of procurement ol cquipment and infrastructure.
Regarding the internal organization of the Ministry, both IBM and SAP arc within the competencies of the
Department for Integrated Border Management.

Reporting on the realization of implementation of measures from annual AP for IBM is performed on a
quarterly basis and data are submitted regularly to the Ministry of the Interior/IBM Department. Annual
Reports on the implementation of both IBM APs and SAP are submitted to the Government for adoption in
the first quarter of the next year.

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

5. PERFORMANCE MEASUREMENT
5.1. Monitoring and Reporting

The day-to-day technical and financial monitoring of the implementation of this action will be a continuous
process, and part of the implementing partner’s responsibilities. To this aim, the implementing partner shall
establish a permanent internal, technical and financial monitoring system for the action and elaborate regular
progress reports (not less than annual) and final reports. Every report shall provide an accurate account of
implementation of the action, difficulties encountered, changes introduced, as well as the degree of
achievement of its results (Outputs and direct Outcomes) as measured by corresponding indicators, using as
reference the logframe matrix (for project modality) and the partner’s strategy, policy or reform action plan
list (for budget support). The Commission may undertake additional project monitoring visits both through its
own staff and through independent consultants recruited directly by the Commission for independent
monitoring reviews (or recruited by the responsible agent contracted by the Commission for implementing
such reviews).

Roles and responsibilities for data collection, analysis and monitoring:

Timeline and deadlines for implementation of measures in Framework Action Plan for IBM and SAP are in
line with dynamics of accession process to EU and Schengen Area.

Ministry of the Interior coordinates actions of all state bodies involved in IBM.

Department for Integrated Border Management monitors the implementation of the IBM Strategy and SAP,
prepares Annual Action Plans and Reports on implementation and has responsibility to collect and analyse
relevant data.

Reporting on realization of implementation of measures from annual AP for IBM is performed on a quarterly
basis and data are submitted regularly to the Ministry of the Interior/IBM Department. Annual Reports on
implementation of both IBM APs and SAP are submutted to the Government for adoption in first quarter of
the next year.

A dedicated complementary assistance will help the Beneticiary Institutions to monitor and verify the accuracy
and credibility of collected data.

5.2. Evaluation

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

The mid-term evaluation will be carried out for problem-solving and learning purposes.
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The final evaluation will be carried out for accountability and learning purposes at various levels (including
for policy revision). The evaluation of this action may be performed individually or through a joint strategic
cvaluation of budget support operations carried out with the partner country, other budget support providers
and relevant stakeholders. The Commussion shall inform the implementing partner at lcast 30 days in advance
of the dates envisaged 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 partner country and other key stakcholders following the best practice of evaluation dissemination.
The implementing partner and the Commission shall analyse the conclusions and recommendations of the
evaluations and, where appropriate, mn agreement with the partner country, jointly decide on the follow-up
actions to be taken and any adjustments necessary, including, if indicated, the reorientation of the project.

5.3. Audit and Verifications

Without prejudice to the obligations applicable to contracts concluded for the implementation of this action,
the Commission may, on the basis of a risk assessment, contract independent audit or verification assignments
for one or several contracts or agreements.

6. COMMUNICATION AND VISIBILITY

Visibility of EU funding and communication about objectives and impact of Actions are a legal obligation for
all Actions funded by the EU, as set out in the EU communication and visibility requirements in force. In
particular, the recipients of EU funding shall acknowledge the origin of the EU funding and ensure its proper
visibility by:

* providing a statement highlighting the support received from the EU in a visible manner on all
documents and communication material relating to the implementation of the funds, including on an
official website and social media accounts, where these exist; and

* promoting the actions and their results by providing coherent, effective and proportionate targeted
information to multiple audiences, including the media.

Visibility and communication measures shall be implemented, as relevant. by the national administrations (for
instance, concerning the reforms linked to EU budget support), entrusted entities, contractors and grant
beneficiaries. Appropriate contractual obligations shall be included, respectively, in financing agreements,
delegation agreements, and procurement and grant contracts.

The measures shall be based on a specific Communication and Visibility Plan, established and implemented
in line with the EU communication and visibility requirements in force. The plan shall include, inter alia, a
communication narrative and master messages for the Action, customised for the various target audiences
(stakeholders, civil society, the general public. etc.)

Visibility and communication measures specific to this Action shall be complementary to the broader
communication activities implemented directly by the European Commission services and/or the EU
Delegations and Offices. The European Commission and the EU Delegations and Offices should be fully
informed of the planning and implementation of the specific visibility and communication activities, notably
with respect to the communication narrative and master messages.

fd
2



7. SUSTAINABILITY

The sustainability of the BS intervention will be ensured in several ways. primarily through the continuation
of a comprehensive policy dialogue between the EU and the principal stakeholders. The dialogue will focus
not only on reinforcing the need to develop and implement coherent IBM policies, but also on the allocation
of sufficient funding in the annual and multi-annual budgets to ensure that the policy gains are sustained.

Moreover, a number of aspects targeted by this action or addressed under the PFM reform programme will
contribute to the sustainability of reform results. including: an improved capacity of policy making and
implementation, a progressive transition to programme-based budgeting, an enhanced monitoring and
evaluation system and increased internal audit capacity. The sustainability of the equipment supplied directly
or indirectly through the programme will be guaranteed through the existence of long-term maintenance and
other ancillary contracts accompanying the purchasing,

A key element for this consideration is Montenegro's clear political determination toward accession to the EU,
for which reforms in the area of rule of law are essential. This BS intervention has been specifically designed
in line with the strong focus of IPA III of providing support to the new approach of the rule of law and assisting
Montenegro with the implementation of the Action Plans for Chapters 23 and 24 and establishing a track
record in these areas.

Finally, the intervention proposed is in direct line and strongly linked to the national IBM Strategy goals and
the specific objectives, measures and activities contained in the IBM Framework Action Plan.



APPENDIX FOR BUDGET SUPPORT: DISBURSEMENT ARRANGEMENTS, CONDITIONS AND PERFORMANCE INDICATORS

1. Responsibilities

In accordance with the provisions of the Financing Agreement, the authorities of the partner country send a formal request to the Commission for
the disbursement of each tranche in accordance with the timetable below. The request must include: (i) a full analysis and justification for payment
of the funds, with the required supporting documents; (ii) a financial information form, duly signed, to facilitate the payment.

2. Indicative disbursement timetable

Indicative disbursement timetable

Country fiscal year and Year 1 (2023) Year 2 (2024) Year 3 (2025) Total in
quarterly breakdown Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 | MEUR
Fixed tranche in MEUR 4

Variable tranche in MEUR 4 4

Total in MEUR 12

3. General conditions for the disbursement of all tranches

The general conditions set out in the table below apply to the disbursement of all tranches and all tranche release requests must be supported by all
appropriate and up-to-date information and documents on the general conditions.

General conditions for the release of all tranches

Area

General conditions

Verification source

Public policy

Satisfactory progress in the implementation
of Integrated Border Management Strategy
2020-2024 and continued credibility and
relevance of that or any successor strategy.

Annual EC Progress Report
Peer Review Reports
Annual Report of the Ministry of the Interior

Macroeconomic
stability

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

Primary: Government reports on implementation of the Economic Reform
Programme of Montenegro (ERP) and the Fiscal Strategy; Central Bank
publications.

Secondary: EC annual country reports; DG ECFIN assessments; [MF
assessments, Economic and Financial Matters, Statistics Sub-committee
conclusions/minutes; ERP conclusions




Public financial

Satisfactory progress in the implementation

Primary: Annual PFM Reform Programme and Action Plan monitoring

management of reforms to improve public financial | reports by the government; annual reports of other implementing institutions
management, including domestic revenue | according to the Action Plan; State Audit Institution reports.
mobilisation, and continued relevance and | Secondary: EC annual country reports: EU-Montenegro PFM Dialogue
credibility of the reform programme. conclusions/minutes; SIGMA monitoring reports; IMF assessments;
technical assistance reports; reports of non-governmental organisations:
PEFA.
Budget Satisfactory progress with regard to the | Primary: Budget law; budget / financial statements; budget execution reports;
transparency  and | public availability of accessible, timely, | Citizens’ Budget; reports by parliament’s public account committee; State
oversight ‘CO;“Preh?nswer and sound budgetary | Audit Institution Reports; annual PFM Reform Programme and Action Plan
information

monitoring report by the government; annual reports of other implementing
institutions.

Secondary: Open Budget
conclusions/minutes; SIGMA
governmental organisations.

PFM Dialogue
reports of non-

Index; EU-Montenegro
monitoring reports;

4, Specific conditions for the disbursement of individual tranches

Not applicable.

5. Modalities for variable tranche calculation and disbursement

The performance indicators described hereafter apply to the calculation of the share of variable tranches to be disbursed. Tranche release requests
must be supported by all appropriate information and documents on the performance indicators. Indicators are described in detail in section 6.

Summary table of the variable tranche performance indicators

[ Indicator Year 2 (2024) Year 3 (2025)
Targets with their amount/weighting Targets with their amount/weighting
No.l1.1 .11 Track | Increase of 5% of detected | 500,000€ or | Increase of 5% of detected illegal crossing | 500,000€ or
Improved record of detected | {j1eual crossing through land 12,5% through land and water borders. 12,5%
border Ulegel erossings and water borders. Improvements related to Year 2 (2024)
surveillance Improvements related to
system baseline
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L2 Track | Increase of 5% of seized and | 500,000€ or | Increase of 5% of seized and intercepted | 500,000€ or
re‘iimd_(’f_“mej intercepted  narcotics on 12,5% narcotics on border with Albania 12,5%
E:m mizltelccmz o | border  with Albania. Improvements related to Year 2 (2024)
border with | Improvements related to
Albania baseline
I.1.3 Degree of | National situational picture | 1,000,000€ or Fully operational specific situational 1,000,000€ or
a}\%’»‘ém""( wi?hf in NCC established 25% picture in NCC established in line with 25%
Commission EUROSUR
Implementing
Regulation on
situational
pictures of the
European Border
Surveillance
System
(EUROSUR)
based on EBCG
2.0
No. 1.2 | 1.2.1 Number | 50 newly employed Border [ 1,000,000€ or | 50 newly employed Border Police officers. | 1,000,000€ or
Improved of newly | Police officers. 25% Improvements related to Year 2 (2024) 25%
capacities  of | employed Improvements related to
Border Police Border Police | 1) < jine
officers
No. 1.3 Further | 1.3.1 number of | [ncrease of 30% of recorded | 500,000€ or Increase of 20% of recorded corruption 500,000€ or
improvement "ecfrdc_d | corruption cases in the 12,5% cases in the Border Police. Improvements 12,5%
of border f}f"u[r]];nn B;:IE: Border Police. related to Year 2 (2024)
infrastructure | pglice Improvements related to
and EU Dbest baseline
practices and | 1.3.2 Degree of | Legal framework entered | 500,000€ or Full operationalisation of the Advance 500,000€ or
implementation operationalisation | jntq  force and equipment 12,5% Passenger Information System (API) 12,5%
i of the Advance ivistatlad.
. . Passenger
anticorruption | 1ty mation
measures System (API)

.
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6. Description of the performance indicators and targets used for the disbursement of variable tranches

The disbursement of variable tranches will be contingent on the achievement of the targets set for each of the following performance indicators, as
per the following indicator fiches.

5
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Indicator no. 1.1 Improved border surveillance system

Full title 1.1 Improved border surveillance system

Baseline for 2022 Partial coverage of electronic surveillance system at Skadar Lake, River Bojana, Adriatic Sea and Boka Bay and
outdated equipment
1.1.1 In2022, 511 persons out of Border Crossing Point (BCP) and 202 persons on the BCP were processed for illegal

crossing through land and water border.

Source: Report of Border Police; Peer Review Report

Target for 2024 1.1.1. Increase of 5% of detected illegal crossing through land and water borders. Improvements related to baseline
Increase of 5% of seized and intercepted narcotics on border with Albania. Source(s) of verification: The Ministry of
Interior/Border Police
Partial compliance will be calculated pro rata against the achievement (being 0% of increase, 0% payment and 5% of
increase, 100% payment allocated).
Amount attached: 2,000,000 EURO

Target for 2025 1.1.1 Increase of 5% of detected illegal crossing through land and water borders. Improvements related to Year 2 (2024)

Partial payment will be calculated pro rata against the achievement (being 0% of increase, 0% payment and 5% of
p g pay

increase, 100% payment allocated).
Amount attached: 500,000 EURO

Indicator features

Indicator type

outconie

SDG marker Goal 16: Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and
build effective, accountable and inclusive institutions at all levels
Purpose 15130

Relevance/reference to
country’s public policy

IBM Strategy, Framework Action Plan, Priority 1: Border control: Border checks and State border surveillance) and
Priority 6: Preparation for taking measures in Schengen Area related to border surveillance and efficient resolving of
illegal immigration and suppression of cross-border crime

Definition and

calculation

Formula (baseline +5%)
Measurement unit: %

Disaggregation

Availability of disaggregated data for the analysis for 1.1.1 by sex and geographic area

Ler



Data collection and | Government annual report on the implementation of the IBM Action Plan, cross-checked by Peer Review reports
publication Annually

Data quality EU Peer Review mission report; National assessment of implementation of IBM Strategy and Action Plan

Risks or exogenous | Inter-institutional co-ordination required

factors

Additional N/A

considerations

Full title

1.1.2 Improved border surveillance system

Baseline for 2022

Partial coverage of electronic surveillance system at Skadar Lake, River Bojana, Adriatic Sea and Boka Bay and
outdated equipment

1.1.2 In 2022, at border with Albania, the following amount of narcotics were seized: 982,33 kg marihuana and skunk,
0,003 kg cocaine and 20,1 kg hashish

Source: Report of Border Police; Peer Review Report

Target for 2024

Period under review: 01/01-31/12 2024

Source(s) of verification: The Ministry of Interior/Border Police

Partial compliance will be calculated pro rata against the achievement (being 0% of increase, 0% payment and 5% of
increase, 100% payment allocated).

Amount attached: 2,000,000 EURO

Target for 2025

1.1.2 Increase of 5% of seized and intercepted narcotics on border with Albania Improvements related to Year 2 (2024)
Source(s) of verification: The Ministry of Interior/Border Police

Partial payment will be calculated pro rata against the achievement (being 0% of increase, 0% payment and 5% of
increase, 100% payment allocated).

Amount attached: 500,000 EURO

Indicator features

Indicator type outcome

SDG marker Goal 16: Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and
build effective, accountable and inclusive institutions at all levels

Purpose 15130
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Relevance/reference to
country’s public policy

IBM Strategy, Framework Action Plan, Priority 1: Border control: Border checks and State border surveillance) and
Priority 6: Preparation for taking measures in Schengen Area related to border surveillance and efficient resolving of
illegal immigration and suppression of cross-border crime

Definition and | Formula (baseline +5%)

calculation Measurement unit: %

Disaggregation Availability of disaggregated data for the analysis for 1.1.1 by sex and geographic area

Data collection and | Government annual report on the implementation of the IBM Action Plan, cross-checked by Peer Review reports
publication Annually

Data quality EU Peer Review mission report; National assessment of implementation of IBM Strategy and Action Plan

Risks or exogenous | /nter-institutional co-ordination required

factors

Additional N/A

considerations

Full title

1.1.3 Improved border surveillance system

Baseline for 2022

Partial coverage of electronic surveillance system at Skadar Lake, River Bojana, Adriatic Sea and Boka Bay and

outdated equipment

1.1.3  In 2022, there was a partial alignment- National Coordination Center (NCC) is operational 24/7. At the moment
it covers remote monitoring over existing system of electronic surveillance over blue and green border and over
11 systems of video surveillance of BCPs (live stream and play back function)

Source: Report of Border Police; Peer Review Report

Target for 2024

1.1.3 National situational picture in NCC established

Period under review: 01/01-31/12 2024

Source(s) of verification: The Ministry of Interior/Border Police

Partial compliance will be calculated pro rata against the achievement (being 0% of increase, 0% payment and 5% of
increase, 100% payment allocated).

Amount attached: 2,000,000 EURO

Target for 2025

1.1.3 Fully operational specific situational picture in NCC established in line with EUROSUR

Period under review: 01/01-31/12 2025
Source(s) of verification: The Ministry of Interior/Border Police
Partial payment will be calculated pro rata against the achievement (being 0% of increase, 0% payment and 5% of

increase, 100% payment allocated).




Each target will be assessed and calculated individually applying the calculation methodology above. Therefore, each

target has a total amount allocated of 666,666 EURO.

Amount attached: 1,000,000 EURO

Indicator features

Indicator type

outcome

SDG marker Goal 16: Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and
build effective, accountable and inclusive institutions at all levels
Purpose 15130

Relevance/reference to
country’s public policy

IBM Strategy, Framework Action Plan, Priority 1: Border control: Border checks and State border surveillance) and
Priority 6: Preparation for taking measures in Schengen Area related to border surveillance and efficient resolving of
illegal immigration and suppression of cross-border crime

Definition and | Formula (baseline +5%)
calculation Measurement unit: %
Disaggregation Availability of disaggregated data for the analysis for 1.1.1 by sex and geographic area
Data  collection and | Government annual report on the implementation of the IBM Action Plan, cross-checked by Peer Review reports
publication Annually
Data quality EU Peer Review mission report; National assessment of implementation of IBM Strategy and Action Plan
Risks or exogenous | Inter-institutional co-ordination required
factors
Additional N/A
considerations
Indicator no. 1.2 Improved capacities of Border Police
Full title 1.2 Improved capacities of Border Police

Baseline for 2022

The total number of staff on December 2022 in the border police was 1170, for a 840 kms-long borders (including 137
kms at sea, 81 kms of rivers, 50 kms of lakes). The new Rulebook on Internal organization and Systematization foreseen
in total 1514 posts.

Source: Report of Border Police; Peer Review Report
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Target for 2024

1.2.1 50 newly employed Border Police officers. Improvements related to baseline

Period under review: 01/01-31/12 2024

Source(s) of verification: The Ministry of Interior/Border Police

Any result under 50 of increase will be considered partial completion for partial payment. Therefore, the payment will
be calculated on pro rata basis considering 0 new recruits as 0% payment and 50 new recruits, 100% payment allocated.
Amount attached: 1,000,000 EURO

Target for 2025

1.2.1 50 newly employed Border Police officers. Improvements related to Year 2 (2024)

Period under review: 01/01-31/12 2025

Source(s) of verification: The Ministry of Interior/Border Police

Partial completion will be calculated on pro rata basis considering 0 new recruits as 0% payment and 50 new recruits,
100% payment allocated.

Amount attached: 1,000,000 EURO

Indicator features

Indicator type outcome

SDG marker Goal 16: Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and
build effective, accountable and inclusive institutions at all levels

Purpose 15130

Relevance/reference to
country’s public policy

IBM Strategy, Framework Action Plan, Priority 8: Respect, protection and promotion of fundamental human rights,
training, research and innovation) and Priority 6: Preparation for taking measures in Schengen Area related to border
surveillance and efficient resolving of illegal immigration and suppression of cross-border crime

Definition and | Formula: baseline + number

caleulation Measurement unit: number

Disaggregation Availability of disaggregated data for the analysis by sex

Data collection and | Government annual report on the implementation of the IBM Action Plan, cross-checked by Peer Review reports
publication Annually

Data quality EU Peer Review mission report; National assessment of implementation of IBM Strategy and Action Plan

Risks or exogenous | Worsening of the socio-economic situation leading to financial/budgetary constraints and limited funds availability
factors

Additional N/A

considerations

N
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Indicator no. 1.3 Further improvement of border infrastructure and EU best practices and implementation of anticorruption measures

Full title

1.3 border infrastructure and EU best practices and implementation of anticorruption measures

Baseline for 2022

1.3.1 In 2022, there were in total 6 reported corruption cases (art. 46. 284, 416 and 423 of Criminal Code) in the Border
Police

1.3.2 In 2022, the implementation of the Carriers’ liability and obligations of carriers to communicate passenger data
(API directive) at the technical level is not finalised.

Source: Peer Review Report

Target for 2024

1.3.1 Increase of 30% of reported corruption cases in the Border Police. Improvements related to baseline

1.3.2 Legal framework entered into force and equipment installed

Period under review: 01/01-31/12 2024

Source(s) of verification: The Ministry of Interior/Border Police

Partial completion will be calculated pro rata against the achievement (being 0% of increase, 0% payment and 30% of increase,
100% payment allocated).

Amount attached: 1,000,000 EURO

Target for 2025

1.3.1 Increase of 20% of reported corruption cases in the Border Police. Improvements related to Year 2 (2024)

1.3.2 Full operationalisation of the Advance Passenger Information System (API)

Period under review: 01/01-31/12 2025

Source(s) of verification: The Ministry of Interior/Border Police

Partial compliance will be calculated pro rata against the achievement (being 0% of increase, 0% payment and 20% of increase,
100% payment allocated).

Amount attached: 1,000,000 EURO

Indicator features

Indicator type

output

SDG marker Goal 16: Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and
build effective, accountable and inclusive institutions at all levels
Purpose 15130

Relevance/reference  to
country's public policy

[BM Strategy, Operational objective I: Increased level of compliance of European and Schengen standards, in |
legislative, administrative and institutional terms in the field of integrated border management, especially in the field of |
border control. |
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Definition and | Formula (baseline +%)
calculation Measurement unit: %
Disaggregation Availability of disaggregated data for the analysis by sex

Data collection and
publication

Government annual report on the implementation of the IBM Action Plan, cross-checked by Peer Review reports
Annually

Data quality

EU Peer Review mission report; National assessment of implementation of IBM Strategy and Action Plan

Risks or exogenous
Sfactors

Legal and regulatory framework is not effectively enforced

Additional
considerations

N/A
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THIS ACTION IS FUNDED BY THE EUROPEAN UNION
ANNEX 1.2

of the annual action plan in favour of Montenegro for 2022

Action Document — EU for Public Administration Reform

ANNUAL ACTION PLAN

This document constitutes the annual work programme in the sense of Article 110(2) of the Financial
Regulation, and annual and multiannual action plans and measures in the sense of Article 9 of IPA 111
Regulation and Article 23 of NDICI - Global Europe Regulation.

1. SYNOPSIS

1.1. Action Summary Table

Title EU for Public Administration Reform
Annual action plan in favour of Montenegro for 2022
OPSYS ACT-60844/JAD.1003560

Basic Act

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

Team Europe
Initiative

No

Zone benefiting
from the action

The action shall be carried out in Montenegro

Programming
document

[PA III Programming Framework

PRIORITY AREAS AND SECTOR INFORMATION

Window and
thematic priority

Window 2: Good governance, EU acquis alignment, good
neighbourly relations and strategic communication
Thematic Priority 1: Good governance

Sustainable
Development Goals
(SDGs)

Main SDG (1 only):

16. Promote peaceful and inclusive societies for sustainable development, provide
access to justice for all and build effective, accountable and inclusive institutions
at all levels

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

5. Achieve gender equality and empower all women and girls

8. Promote sustained, inclusive and sustainable economic growth, full and
productive employment and decent work for all

DAC code(s) '

150 — Government and Civil Society

15110 — Public sector policy and administrative management (50%)

' DAC sectors (codes and descriptions) are indicated in the first and fourth columns of the tab “purpose codes™ in the following
document: http: www.oecd.org/dac financing-sustainable-development development-financestandards dacanderscodelists. htm
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15111 - Public finance management {PF:\‘U (5(_ _‘;-I'E:j_
- Main Delivery Recipient Government - 12001
| Channel @ | I _ . S
Markers * General policy objective ' Not targeted | Significant Principal
; " policy ob) . 4 2 p

(from DAC form) i objective objective
Participation development/good O O X
governance
Aid to environment X ] ]
Gender equality and women's ] X ]
and girl’s empowerment
Trade development X O ]
Reproductive. maternal, new- X O O
born and child health
Disaster Risk Reduction O O
Inclusion of persons with X 0 0
Disabilities
Nutrition? X O] O
RI1O Convention markers (¢ Not targeted | Significant Principal

objective objective

Biological diversity X O OJ
Combat desertification X ] ]
Climate change mitigation X O O
Climate change adaptation X O U

Internal markers* Policy objectives Not targeted | Significant Principal

objective objective
Connectivity X O O
Digitalisation O ] X
Migration® X J UJ
COVID-19 X ] OJ
o BUDGET INFORMATION
Amounts concerned | Bydget line: 15.020101.01

% For guidance, see htips:www.oced.org development financing-sustainable-development development-linance-standards’ Go to
“Data collection and resources for reporters™. select Addendum 2. annexes I8 (policy) and 19 (Rio) of the reporting directive.

If an action is marked in the DAC form as contributing 1o one of the general policy objectives or to RIO principles as a principal
objective or a significant objective. then this should be reflected in the loglrame matrix (in the results chain and/or indicators).

? Please check the Handbook on the OECD-DAC Nutrition Policy Marker

* These markers have a different scope/rationale than the DAC codes. They are drawn from the level of budget allocation and
emphasis given to the action in lerms main objective(s) selected. The definition of objectives. results. activities in description of the
action should be in line with this section.

“ For detailed information on programming migration and forced displacement. please have a look at the thematic guidance note on

migration and forced displacement: for information on the migration marker please look at annex 2 of the thematic guidance note.
2
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Total estimated cost: EUR 14 000 000
Total amount of EU budget contribution EUR 14 000 000, of which:
EUR 10 500 000 for budget support

EUR 3 500 000 for complementary support

MANAGEMENT AND IMPLEMENTATION |

Implementation
modalities (type of
financing and
management mode)

Budget Support

Direct Management through:

- Budget Support (Sector Reform Performance Contract)

- Procurement (complementary assistance)

Indirect Management with the Centre of Excellence in Finance (CEF)
(complementary assistance)

Relevant priorities
and flagships from
Economic and
Investment Plan for
the Western Balkans

Governance, Rule of Law, PAR
Digital Transition
Human Capital Development

Final Date for
conclusion of
Financing
Agreement

At the latest by 31 December 2023

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

3 years following the date of conclusion of the Financing Agreement, with the

exception of cases listed under Article 114(2) of the Financial Regulation

Indicative
operational
implementation
period

72 months following the conclusion of the Financing Agreement

Final date for
implementing the
Financing
Agreement

12 years following the conclusion of the Financing Agreement

1.2. Summary of the Action

Public administration reform (PAR) is considered as one of the three fundamentals of the Enlargement |
Strategy 2015% alongside rule of law and economic reforms. As such. Public Administration Reform
continues to be a priority of the Government of Montenegro (GoM). An accountable, transparent and well-
functioning public administration is not only a democratic right of citizens but also a precondition for quality
services and a key driver of economic growth and competitiveness. It i1s integrally linked to rule of law,
especially in terms of prevention of corruption, as it enhances the transparency, predictability and
accountability of public institutions. It 1s also key in the promotion of gender equality and women’s
empowerment. Furthermore, Public Finance Management (PFM) represents an integral part of PAR. focusing

©352014DC0700 -Enlarcement Strategy and Main Challenges 2014-15.
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on fiscal sustainability and sound management of public resources tor the achievement ot government
objectives.

The general objective of the Action “Support to the modernization and professionalization of public
administration in Montenegro™ is to improve citizens™ quality of life and economic growth by creating a well-
functioning, digital and accessible public administration.

This objective will be achieved through the implementation of the Public Administration Reform Strategy
2022-2026 (PAR Strategy) and the Public Finance Management Reform Programme 2022-2026 (PFM
Programme).

The specific objectives arc directly linked to the priorities of the PAR Strategy and the PFM Programme,
focusing on those topics that are common to both strategic documents and therefore imply a coordinated
approach (as part of the country’s priorities) for their implementation: credible and sustainable public policies,
cfficient service delivery based on the needs of citizens and business, increased accountability and
transparency of the work of public institutions, including transparent public financing, better mechanisms for
human resource management (HRM) in public administration and more efficient public investment
management system.

The specific objectives of this Action are closely interlinked, thus promoting a sectoral approach, and are
focused on overcoming identified challenges in the area of PAR and PFM through intense policy dialogue in
the context of the EU accession process.

The purpose of this Action is aligned with the priorities of IPA I1I Programming Framework, Window 2,
where the overall objective of the EU’s assistance is to promote good governance, increase the compliance
with Union’s values and their alignment with the Union’s rules, standards and practices in the relevant areas.
Window 2, in particular, aims to address public administration reform, including digital transformation and
public financial management at all levels ot government, as well as legislative and institutional alignment with
the EU acquis.

Resourceful management of public affairs may bring many benefits: lower administrative costs, better
formulation and implementation of public policies together with more effective service delivery for citizens,
as well as an improved environment for the private sector. These crucial aspects are directly interlinked with
the DAC marker “Participation development/good governance”, which refers to participatory
development, democratisation and good governance and which 1s focused on improving transparency of public
management — this links explicitly to this action document.

By supporting the implementation of the PAR and PFM strategies, this Action will also indirectly contribute
to Gender equality and women's and girl’s empowerment. This will be achieved through supporting gender
equality and gender mainstreaming in the public administration and in the management of public financial
resources.

The Action will be implemented through a Sector Reform Performance Contract (SRPC) with complementary
activities.

2. RATIONALE

2.1. Context

Resilient democratic institutions that operate by means of an efficient. well-structured and transparent
public administration, implementing credible policies and competently managing human resources directly
underpin the process of democratic and economic reforms. The capacity of the state administration, both at
central and local level, to provide uniform application of legal and strategic framework and to ensure good
governance standards in both PAR and PFM areas directly affects the provision of public services and,
ultimately, the quality of life of citizen and competitiveness of businesses.

Next to rule of law and economic governance. PAR belongs to the priority list, according to the
Commission’s “fundamentals first™ approach to the enlargement policy. Similarly, IPA [l Programming
Framework reaffirms PAR as one of the three vital pillars of the enlargement process and defines it as a
cornerstone for the effective implementation of EU policies and EU acquis.



Aligned with specific priorities of IPA 111 Programming Framework, Thematic Priority 1 for Window 2.
the PAR strategy and the PFM programme are focusing on the following objectives: improving the
organisation of administration and its functional set up: digitalization of citizens-oriented public services
and public finance system: increased transparency of public institutions and public finance (open data and
transparency of the state budget): better mechanisms for human resource management and for improving
policy development and coordination; enhanced managerial accountability and delegation of authority:
strategic policy planning linked to Medium Term Budgetary Framework and further development of
programme-based budgeting.

The Western Balkans Strategy’ lays down the priorities and specific challenges for the Western Balkans
on their path to the EU accession. This Action focuses on good governance and well-functioning public
administration that are recognised as of fundamental importance for successful political and economic
reforms and for implementing EU rules and standards in the WB Strategy.

The Commission’s Economic and Investment Plan for the Western Balkans® aims to support a long-
term economic recovery backed by a green and digital transition. This will ultimately have a positive impact
on economic growth, EU accession reforms and the Western Balkans® approximation to the EU Single
- Market. This Action is in line with the national strategic framework (in particular the PAR Strategy and the
~draft PFM Reform Programme but also the Economic Reform Programme, the Strategy on Trade
- Facilitation and the Public Procurement Strategy), including the Economic and Investment Plan,
highlighting the importance of strengthening the Western Balkans™ economic convergence to the EU by
fostering the digitalisation of governments, public services and businesses.
The Economic and Investment Plan for the Western Balkans is closely linked to the Digital Agenda for
- Europe® and Digital Single Market Strategy for Europe'”, the standards of which were integrated in
- Montenegro’s Strategy for the Information Society Development 2020. Similarly, the new PAR Strategic
document 2022-2026 identifies digital transformation of the government as one of the Government’s top
priorities in the coming period.
The Annual Action Programme for Montenegro for the year 2017 Part 2 contributed to the achievement
of the objectives identified in the Indicative Strategy Paper for Montenegro for the period 2014-2020,
strengthening and complementing the existing EU support to the Democracy and Governance sector by
focusing on the area of Public Administration Reform. The Programme included a PAR Sector Budget
Support (SBS) with the general objective to contribute to sustainable growth and to improve
competitiveness through the creation of a more transparent. efficient and service-oriented public
administration.

The PAR Strategy 2022-2026 was conceived on the basis of the results achieved by the previous PAR
strategy. It was developed through an open and inclusive process and was adopted in December 2021. The
vision of the PAR Strategy 2022-2026 is a professional public administration that provides quality services
to end users and has adequate capacity to join the European Union. Joint building of responsible, efficient,
transparent public administration, focused on the needs of citizens and the economy will be reached through
5 strategic objectives:

~

Organization and work of public administration in function of citizens' needs
Citizens and the economy use quality services of public administration
Professional public administration

Transparent and open public administration

~ Policy planning with citizens and for citizens

~
~

o

The PAR Strategy recognized the importance of the PFM reform for further development of all sectors of
the economy and better quality of life for all citizens.

7 COM(2018) 65 - A credible enlargement perspective for and enhanced FU engagement with the Western
Balkans.

SCOM(2020)641 - An Economic and Investment Plan for the Western Balkans,

Y COM(2010)245 final - A Digital Agenda for Europe

"COM(2015) 192 final - A Digital Single Market Strategy for Europe

[



The PFM Reform Programme 2022 — 2026, in line with the Government’s commitment to the EU
integration process. follows the obligations arising from the negotiation process. It will build on the results
achieved by the previous strategy. aiming at: strengthened fiscal framework and budget planning,
mcluding strengthening capacities for improved macrocconomic forecasting and identitication and
monitoring of fiscal risks: improved medium-term budgetary planning and programme-based budgeting:
improved public investment management and public debt management; more efficient budget execution,
including revenue collection, public procurement, state aid and payroll system: transition to accrual
accounting: better management ol non-financial state assets and cadastre: enhanced monitoring, financial
reporting and financial control, including Public Internal Financial Control (PIFC); improved external
audit; upgraded Anti-Fraud Coordination Service (AFCOS); more etficient Audit Authority and
operationalization of the budget inspection function. (Lessons learned are outlined below in section 3.4.)

Coordination with EU and other donors/partners

In order to further contribute to the achievement of the objectives identified in the EU strategic and
enlargement documents, a Special Group on PAR was formed in 2014, as a forum for formal policy
dialogue between the Government of Montenegro (GoM) and the European Commission, monitoring the
developments of the country in the sector. Findings and joint conclusions from the meetings are used as
inputs for strategic planning in the area of PAR and PFM and for the development of the actions proposed
in the framework of [PA 111 programming exercise, within Window 2. Separately, a PFM policy dialogue
was organized in the past two years, with the aim to follow up the government’s progress in the PFM area
and to support the design ol future PFM reform projects, in line with Commission recommendations. The
conclusions of the PFM dialogue are included in the PAR Special Group conclusions.
In the past years, SIGMA/OECD has been working with the General Secretariat of the Government on
implementing medium-term work programmes of ministries and on establishing a functional strategic
planning system. SIGMA has also supported the Agency for Personal Data Protection and Free Access to
Information with the aim to improve the legislative framework on access to information. Additional areas
of cooperation include co-ordinating and monitoring the implementation of the PAR Strategy, enhancing
the quality of public consultations and improving the capacities for monitoring the quality of service
delivery (Ministry of Public Administration), as well as improving statf planning and professionalism in
the management of human resources in civil service (Human Resources Management Authority - HRMA).
Additionally, SIGMA assisted the Ministry of Finance on the enhancement of the templates and guidance
for regulatory impact assessment, on strengthening managerial accountability and building capacities in the
arca of internal audit.  Further support in these areas is likely to continue during this Budget Support
programme.
Within [PA III and the annual action plan for Montenegro for 2021 there is the specially created Reform
Facility. The overall objective of this action is for Montenegro to have advanced and implemented a number
of key reforms in the economic governance context. It 1s moreover intended that sustained reform in
economic governance will improve the country’s attractiveness for investment and for improved public
sector financial management. This facility will aim to support this move and focus on reform of State Owned
Enterprises, on improvement management of the national capital investment portfolio — with an emphasis
on Economic Investment Plan participation and finally focusing on bringing about an increased share of
innovative SMEs in the cconomy. The issues of public administration reform and also public financial
management reform shall be keenly relevant for this new Facility which should start working by the end of
2022.
TAIEX continuously supports Montenegrin public administration with regard to the approximation,
application and enforcement of EU legislation, as well as facilitating the sharing of EU best practices. Past
initiatives in PAR and PFM areas focused on capacity building activities in the field of public finance
reform. fight against corruption and external audits.
In promoting sustainable human development, UNDP Montenegro supports the country’s European Union
accession priorities, building on its global development network, access to innovative solutions, knowledge,
experience and resources. Currently UNDP supports initiatives focused mainly on digitalization of public
services and on digital management.

0
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UNOPS is about to start the implementation of the project ~Strengthening capacities for the acceleration of
EU accession of Montenegro 11" The overall project objective is to strengthen capacitics of OEI'' (o
coordinate and lead the process of the country’s accession to the EU, as well as to ensure better coherence
between number of parallel processes relevant for EU integration. including governance and strategic
planning.

In response to a request from the Ministry of Finance and Social Welfare, staff from the IMF’s Fiscal
Aftairs Department undertook a remote Public Investment Management Assessment (PIMA) in July 2021.
A comprehensive PIMA Report was adopted. together with recommendations for strengthening
performance in this area and an action plan, which represents a good basis for further actions in the domain
of public investment management.

The World Bank is currently assessing needs for possible, future interventions in the areas of PAR and
PFM. According to preliminary data. these may concern optimization of public administration (functional
reviews) and digitalization.

The Regional School of Public Administration (ReSPA) is a joint initiative of the Western Balkan
countries and the European Commission. It offers a unique framework for networking and peer-to-peer
learning and for mutual exchange of experiences and practices in the area of PAR and PFM. With its work,
ReSPA complements and contribute to the successful implementation of PAR and PFM strategies through
activities organized at regional and country level. Currently ReSPA is implementing project BACID 111
focused on enhancing Quality Management Agenda in the Western Balkans public administration
institutions, including implementation of Common Assessment Framework (CAF) and CAF External
Feedback Evaluation Procedure (PEF ) procedure, organization of the CAF ToT training for CAF
facilitators, together with Certified PEF training, and other.

2.2. Problem Analysis

Short problem analysis

Public administration reform is vital to strengthening governance at all levels. This includes improving
policy integrity and accountability of administration, increasing professionalism and a more transparent
management of public affairs, in particular public finances, as well as better services for citizens and
business. Montenegro has shown some progress in these arcas, although challenges persist.

The EU Montenegro report for 2021 concluded that the country is moderately prepared for the reform of
its public administration, with limited overall progress in the reporting period. In the previous period, public
administration in Montenegro had some progress in areas such as medium-term policy planning, electronic
government and public finance management, as well as budget transparency. In particular, substantial
progress was made in the areas of legality and expediency of work, interoperability of registers and
availability of data from registers to users, as well as towards a more comprehensive and rational system of
planning, coordination and monitoring implementation of Government policies. Good progress was made
on the adoption of programme-based and gender sensitive budgeting, including the first elements of
performance budgeting, together with the gradual introduction of a mid-term budgetary framework. In
addition, the state budget clectronic system was substantially improved through the establishment of a
modern Budget Management Information System (BMIS) and a centralised system for the calculation of
carnings, as well as new systems for e-procurement, electronic excises and e-fiscalisation.

Montenegro, as a candidate country. is at a critical point n its European integration process. Credible and
relevant PAR and PFM Strategies, fully linked to the budgetary process are key elements for moving
forward on Montenegro’s European path.

Following challenges have been identified as main blockers of further progress:

L

% Low quality of service delivery
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The most challenging aspects of service delivery in Montenegro’s public administration includes
unstandardized processes and excessively bureaucratic and expensive procedures for acquiring public
services. In addition. lengthy procedures and multiple visits to public institutions lead to dissatistaction of
citizens and businesses. There is no centralized registry/catalogue of all administrative services (both in-
person and digital services) and service providers, which hampers further modernization and prioritization
of services based on key life events.

The Ministry of Public Administration monitors the implementation ot the Law on Administrative
Procedures. Although the existing legal framework promotes high standards, the efficiency of resolving
administrative cases by public authorities is showing a downward trend. Mechanisms for improving the
work of under-performing institutions in terms of length of process, increased number of complaints and
legality of adopted acts are not established. Furthermore, the Report on implementation of the PAR Strategy
2016-2020 shows insufticient exchange of data between the public authorities ex-officio.

On the e-government portal (www.euprava.me), majority of services are provided only at the level of
information and only in limited cases the full cycle of service delivery may be completed electronically.
Insufficient number of electronic services at a higher level of sophistication (level 4 or 5)'? is the primary
deficiency of the process of digitization in Montenegro. Furthermore, despite the fact that clectronic data
exchange (interoperability) has been established for 7 main registries, full integration through the e-
Government Portal is still under implementation. There is a lack of electronic authentication and electronic
payment systems, resulting in the inability for public service to be provided in the most cost- and time-
cefficient way. Based on focus group reports, and according to conducted surveys, there is a relatively low
level of citizens™ awareness on the use of e-services, as well as limited electronic communication between
state bodies and service users.

There is no standardized measurement of satistaction with public services and user-experience on the
service delivery is still not part of improving the overall system of efficient delivery of public services.
Additional challenges are the lack of quality management methods in public administration, which hampers
improvement of service provision and optimization of work processes in state bodies, and the lack of central
monitoring of service delivery performance.

% Public policies are not entirely credible and sustainable

Montenegro has established a legal framework for policy planning and coordination, supported by relevant
methodological guidelines for strategic planning. The Commission’s Montenegro report for 2019 and 2020,
indicated significant improvements in the system of strategic policy planning.

Despite the evident positive trend. there 1s no complete harmonization of public policies with the prescribed
methodological criteria of Secretariat-General of the Government (SGG). Additional challenge contributing
to lower policy coherence 1s that public policies are not sufficiently based on publicly available and credible
data.. Reports on the implementation of public policies are publicly available and contain information on
the implementation of individual activities but often they do not have outcome-level data on the
achievement of objectives (this issue is linked to strategies developed prior to the adoption of SGG
Methodology).

The lack of a medium-term budgetary framework (MTBF) with spending limits that are linked to the cost
of public policies and the lack of a clear connection between sectoral policies and budgetary process could
result in mconsistency of public policies. Although the sectoral strategies and related action plans include
clearly defined objectives, their cost (when available) is not integrally assigned to dedicated budget
programmes. Morcover. outcomes and results of strategies arc not regularly monitored and measured.

12 Level 1 - data on services exist in electronic form (so-called informative level)

Level 2 - one-way communication is enabled. i.e. forms can be downloaded from the internet. filled in manually and submitted
Level 3 - two-way communication is enabled. i.e.. forms can be filled in and submitted online and the public service will provide
the service to an authorised user

Level 4 - a transaction can be realised. 1.e.. services can be provided entirely on the Internet. by submitting completed forms or data
for processing electronically: decisions of state authorities are also delivered electronically

Level 5 - personalised service has been developed. which means that the entire service can be performed online. automatically and
proactively,
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Budgetary documents provide no explanations on deviations when compared to the previous year's
medium-term documentation and projections.

Programme budgeting was introduced through an Amendment to the Decision on the Manner ot Preparation
and Content of the Program Budget of the Spending Units in October 2020. The 2021 Budget. adopted in
June 2021, was prepared including the programme activity level (under the sub-programme level), thus
covering all four levels of Programme Budget structure and providing performance information at the level
of programs. sub-programs and activitics. However, a number of challenges remains: reports on
performance results for outputs and outcomes are yet to be produced, since the past periodic budget
execution reports did not include performance indicators or objectives, also internal performance
evaluations for service delivery units have not yet been conducted. Obstacles preventing performance
monitoring include the lack of an interface between the IT system for budget planning (BMIS) and the
system for budget execution and accounting (SAP) for budget execution, with limitations of the BMIS
system in tracking performance information. There are significant capacity limitations in the spending units.
which need to be overcome by training, before meaningful programme structures and performance
information can be defined. Recent staff turnover has aggravated the situation. The issue 1s even more
problematic when it comes to the local level and their future programme budget implementation.

+ Delegation of authority not implemented at all levels

Managerial accountability is the basis for better quality of public administration services and for meaningful
assessment of management’s performance. More in general, it allows improvements in the performance of
state administrative bodies, with managers focusing on strategic objectives and internal control. This
requires a clearly defined system of delegation of authority, appropriate reporting lines in place and clear
objectives, as well as clear performance indicators.

In Montenegro, the legal and regulatory framework for the development of managerial accountability is
provided by the Law on Governance and Internal Control in the public sector adopted in 2018 and by the
Decree on the delegation of authority and tasks of financial management and internal controls in the public
scctor adopted in July 2020. Additionally, methodology for the application of managerial responsibility was
published in October 2020. Delegation of responsibilities is currently allowed but not mandatory.

Nevertheless, implementation of the concept remains a challenge. According to the Final Report on the
implementation of the PAR Strategy 2016 - 2020, only 8.3% (for 2020) of all ministries are formally
delegating authorities and responsibilities to line managers. The managerial culture within public institutions
continues to be highly centralised and there is resistance to delegating budget responsibilities and decision-
making powers to middle management. At the same time, internal and external audit continues to be focused
principally on compliance, while management audits and performance audits were only recently introduced
in pilot institutions.

The reasons behind the lack of application of this concept is spending units’ lack of awareness and
understanding of the benefit of delegation of authority, which can provide managers with reasonable
assurance concerning delegated powers. On one hand. result-oriented policy planning and reporting, as a
tool for achieving the goals set by the government, have not yet been fully implemented. On the other,
programme budgeting does not have, in general terms. clear activities, objectives and budget at the level of
organizational units. According to the last PAR report, only 5% of state administration authorities have a
budget programme structure that is coherent with their management structure, which makes difficult
delegating financial responsibilities.

Being closely linked to the programme and results-oriented budgeting, managerial accountability provides
an opportunity to expand the authority of heads of spending units and (subordinate) programme managers.
At the same time, it increases their accountability for achieving objectives within the adopted budget.
However, this is not addressed in the legal framework yet, nor at the level of standard/methodologies. The
key challenge for the application of managerial accountability is to link strategic planning of activities,
budgeting and reporting on measurable objectives and indicators, with delegation of financial authority to
achieve the set objectives. In parallel. reporting and auditing should gradually shift from activities to
performance.
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< Limited transparency of government data and financial information of public bodies

The right to access public information is well established n the legal framework but the system is not fully
functional. Amendments to the Law on Free Access to information have been developed but have not been
adopted vet.

Balkan Barometer analysis indicates a decline in the positive perception of citizens and the business sector
in the ficld of availability of information provided by public administration'®. Previously identified
challenge in PAR Strategy 2016-2020 - high share of successful appeals against the decisions of public
authoritics, often due to administrative silence - remains. A significant number of requests for information
and the subsequent appeals are due to inconsistent proactive publication of data by public administration
bodies. Insufticient capacities of the Agency for Personal Data Protection and Free Access to Information
to implement efficiently the Law on Free Access to Information is an additional challenge, leading to a
large number of court proceedings. It is to be noted that the existing legislative framework does not allow
appeals on free access to information to be merged, which leads to abuses when several requests for
information on the same topic are submitted at once.

In practice, authorities do not show enough proactivity when it comes to publishing relevant data and
documents, which leads to frequent cases of “administrative silence™. Published data are often selective and
partial, with no uniformity in the structure and layout of government bodies and municipalities' websites.
With regards to budget transparency, certain progress was achieved through the adoption of a new
programme budget classification for the 2021 State Budget and with the introduction of first elements of
performance budgeting. However, there is no integrated financial management information system in place,
meaning that budget execution, monitoring and reporting is not fully implemented yet, due to the lack of
interoperability between the budget preparation IT system (BMIS) and the system for budget execution and
accounting (SAP). The Commission’s Montenegro report for 2021 states that “New templates for in-year
and annual budget execution reports remain to be adopted and implemented.” A citizens™ budget remains
to be published.

Montenegro’s national legislative framework in the area of open data policy is not fully aligned with the
Council of Europe Convention on Access to Oftficial Documents (ratified by Montenegro), which entered
into force in 2020, nor with the Directive (EU) 2019/1024 on open data and re-use of information.

The new Open Data Directive provides recommendations for the publication of high value data sets. Despite
specific actions implemented to raise quality and quantity of data, this did not lead to the publication of a
larger number of data sets, so not contributing to the full potential of open data. Improvements in this arca
are important to strengthen further the transparency and legitimacy of public authorities.

*» HR management system in public bodies is still not mature

Competent and motivated employees are the basis of professional public administration.

An efficient and comprehensive HR planning system is not fully developed yet. In 2019, 92% of public
bodies at central level had developed Personnel plans, while at local level only 64% municipalities did.
Personnel plans do not provide full information on new employment posts based on need assessment of
public bodies, including their long-term impact on the budget. There is no horizontal mechanism for
evaluation of the overall personnel plan feasibility (need of new human resources, standardization of their
qualification. and linkage to the act of systematization. elaboration on fiscal impact in mid-term and long-
term aspects, cte.). Personnel plans are not prepared in parallel with the budgetary process. An IT system
for management of HRM policies is developed. Still, personnel plans are not developed exclusively through
the new module of HR planning.

There is a limited effect of Personnel plans on actual employment. According to the latest data, the
implementation rate of personnel plans at central level for 2021 was 68%. According to the trend, the
percentage may be lower at local level.

In 2019, 61% citizens believed that public administration responds to requests for free aceess to information in a timelv manner, 63% in 2020,
but only 46% in 2021, In 2019 63" believed that the information provided by the authorities 1s relevant and complete. 63% in 2020, and 50% in
2021, 61% of citizens believed that the information was provided at a reasonable cost in 2019, 65% in 2020, and 50% in 2021
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The average number of applicants to the public institution’s advertisements is still low. or almost non-
existent for some specialised posts (in the area of architecture. civil and hydraulic engineering. geodesy.
medicine and similar). In 2020. the average number of candidates applying for internal vacancies was 1.1.
public advertisements 4.8 and public competitions 2.14. The low number of interested candidates to work
in public bodies is in direct ink with salary cocfficients that are not attractive for graduates in specialized
ficlds. since these are more profitable outside the public sector.

Employment procedures are long. bureaucratic and incffective. Electronic application of candidates for
advertisements and competitions does not exist. However, it would allow candidates easier access to the
application and submission of the necessary documentation. Article 46 of the Law on Civil Servants and
State Employees proposes testing of knowledge, skills and competencies for all categories of civil servants.
In practice, competencies (as part of the overall testing of candidates) are currently applicable only for
senior management and heads of bodies, but not for other categories of civil servants, since the competency
framework is developed only for this level of positions in the public administration.

According to public opinion polls", Montenegrin citizens do not have favourable perceptions about the
integrity of employment in public administration. The largest share of Montenegrin citizens consider
political factors to be a key in employment procedures in public administration (43%), one in four citizens
believe friendship is a key enabler, while 24% states that education, ability and experience of candidates
are the most important elements.

'0

% Limited quality of public investment management

International indicators of the quality of public investment management in Montenegro show that, despite
recent improvements, there is still room for further progress in the process of preparation, selection,
implementation, monitoring, as well as reporting and accounting on public investments. A comprehensive
- reform approach is needed for the capital budgeting system, including regulatory framework and IT support.
- The public investment management framework is currently ruled by the Law on Budget and Fiscal
Responsibility and by the Decision on developing capital budget and determining and evaluating the criteria
for selection of capital projects. The latter includes a methodology for the selection of new capital projects,
recently updated. The capital budget is formulated as part of the budget preparation procedure. However,
the capital budgeting process runs in parallel to the current budget preparation process, based on a separate
- budget circular. Planning and presentation of multiannual commitments in the budget was introduced in the
budget circular for the preparation of the 2021 budget, stipulating that capital projects have to be budgeted
for the three-year MTBF period, including data on contracted value, implementation time frame and
financial sources. Since 2021, capital projects are recorded in the IT system for budget planning (BMIS),
representing the first step for the establishment of a public register of capital projects.
Important shortcomings, however. remain in the economic analysis of investment projects and in the
selection of most relevant projects. Value-for-money evaluation is not conducted. In terms of costing, the
Budget Law contains only the aggregate planned capital costs for these projects, with no reference to the
capital or recurrent (maintenance) costs to be incurred in the forthcoming years. The absence of
comprehensive costing limits the scope for investment project monitoring, especially concerning cost
overruns and implementation delays. leading to under-budgeting for ongoing projects.
The Directorate for investment and development projects has recently prepared a draft new regulation on
capital projects management, with the aims to improve public investment management system and eliminate
existing shortcomings n the current planning, implementation and reporting of capital projects. At the same
time. the new regulation aims to ensure realistic assumptions for the public investments register and
economic analyses when selecting capital projects.
Better management of investment, including improved factoring into the budget process of the recurrent
cost implications of investments, and more stringent economic analysis in order to generate the best return
would provide a better perspective on the fiscal space available for strategic priorities/new capital projects
(PEFA 2019). More in general. improved public investment management would increase allocation of
resources and budget transparency. with an impact on service delivery.

" 1Psos Strategic Marketing. ~“Percepceija javne uprave 20197, September 2019
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Stakcholder analvsis

The preparation of the new Public Administration Reform and Public Finance Management strategies was
inclusive and participatory, involving all relevant stakeholders: state institutions. non-state actors, local
self-governing units. Non-Governmental Organizations (NGOs)'®, academia. business sector and
international actors.

Mam mstitutions mvolved in the reforming process are the Government of Montenegro, the Ministry of
Public Administration, the Ministry of Finance, the Ministry of Economic Development and Tourism, the
Administrative Court, the Administrative Inspection, the State Audit Institution, the Revenue and Customs
Authority, local Municipalities, the Union of Municipalities of Montenegro and others. At the same time,
these institutions are also the ones reporting on some of the main indicators. Analysis shows that there is a
need for strengthening coordination within these institutions and for further capacity building, especially
due to recent staff changes in the administration after the 2021 clections.

Overall, it is necessary to strengthen cooperation and dialogue with trade unions, civil society organizations
and citizens, in order to focus better on the needs of citizens and business. Dialogue should cover both the
specific policy elements supported by the budget support operation and the wider sector context, including
political economy factors. According to plans, this will take place both in formal settings (PAR Council,
Coordination teams etc.) and in informal dialogue instances (imeetings, workshops, etc).

Cooperation with media outlets needs also to be improved, in order to inform better citizens on objectives,
results and achievements of the PAR and PFM reforms programmes.

International organizations (EU, SIGMA/OECD, UN, WB, IMF, etc.) are very much involved in the reform
cfforts of the country. However, their coordination still represents a challenge. Discussions are ongoing on
how to improve it, namely through the work of the PAR Council Secretariat.

Institutional set-up

After the parliamentary elections in August 2020 and the Government changes in April 2022, the state
administration was reorganized.

Within this framework, the Ministry of Public Administration (Directorate for Strategic Planning in
Public Administration, international cooperation and IPA projects) continues to be responsible for
designing public policies and regulating public administration system in Montenegro. In particular, the
Ministry 1s responsible for development, monitoring, and reporting on the implementation of the PAR
reform, while primary responsibility on reaching strategic outcomes is within the lead public bodies
identified in the Strategy. The Ministry is also accountable for the implementation of the digital
transformation reform that should provide quality in-person and digital services to the citizens and
businesses. The mission of the Ministry is a public administration based on the principles of inclusion,
cquality and accessibility, which means that citizens actively participate in creating public policies.

The PAR Council was re-established i June 2021, with an amended concept and composition compared
to the previous one. The role of the PAR Council is to provide political support to the implementation of
the PAR and PFM strategies. The Council is chaired by the Prime Minister of Montenegro. Besides the
representatives of the public institutions in charge of PAR reform, the Council members are the
representatives of non-governmental organizations, academic community and the Data Protection and
Free Access to Information Agency.

The Ministry of Finance 1s responsible for planning. drafting and exccuting the state budget, including
monitoring, reporting and accounting. The Ministry of Finance is in charge for coordination of the public
finance management reform process in Montenegro. It coordinates the work of high level and operational
level coordination working groups that include the representatives of the key PFM Reform Programme
implementing partners: relevant Ministry of Finance Directorates, the State Audit Institution. the
Revenue and Customs Administration, the Audit Authority, the Agency for Protection of Competition,

'* The participation of citizens and non-governmental organisations in the decision-making process and in drafling strategies is
regulated by the Decree on the Election of NGO Representatives to the Working Bodies of the State Administration Bodies and

Conducting Consultation in Preparation of Laws and Strategies (Official Gazette of Montenegro. no. 41/18)
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among others. In addition. a representative of the parliamentary service supporting the Committee for
Economy. Budget and Finance is a member of the high-level coordination group. A new coordination
structure will be established following the adoption of the new PFM reform programme.

2.3. Additional Areas of Assessment
2.3.1. Public Policy

The Public Administration Reform (PAR) Strategy 2022-2026 was adopted by the Government of
Montenegro on 29 December 2021 on proposal of the Ministry of Public Administration, Digital Society and
Media'®, following public consultation and the approval of the General Secretariat of the Government and the
PAR Council.

The strategic document takes into account the results and findings of the Final Report on the Implementation
of the 2016-2020 Public Administration Reform Strategy (PAR) for 2020, the Mid-term evaluation of the
Public Administration Reform Strategy 2016-2020 and the SIGMA 2021 Assessment Report.

The elaboration of the Strategy was supported by an extensive consultations process encompassing eight focus
groups, six stakcholders™ meetings, three workshops, as well as one online survey, which took place from
April to November 2021. This participatory process involved civil society organizations, small businesses,
academia, business community and trade unions, public administration employees, students, and citizens.
The main goal of the new PAR Strategy 2022-2026 is an accountable, efficient and transparent public
administration, focused on the needs of citizens and businesses.

The activities are organized around five main strategic objectives:

I. Organization and work of public administration in function of the needs of citizens
2. Citizens and businesses use quality public services

3. Professional public administration

4. Transparent and open public administration

5. Policy planning with citizens and for citizens

The Strategy also recognises two horizontal issues essential for further modernization of public
administration:
1. Public administration based on equality, inclusion, anti-discrimination, and equal opportunities for all
2. Use of data in the process of creating public policies and services (databases, registers, data
management) and digitalization of public administration

Compared to the previous Strategy 2016-2020, the new PAR Strategy clearly defines the perimeter of its
action and sets clear baselines in terms of number of civil servants and state employees involved in the reform.
A list with the involved institutions is attached to the Strategy, which specifies the type of institution (at central
level: state administration authorities, legal entities exercising public powers — funds, agencies, etc. — and
public institutions) and the applicable law (Law on civil servants, Labour Law). At local level, self-
government units and related services are listed in an aggregate manner, while public institutions are
mentioned separately.

The Strategy has a detailed action plan for the first three years of implementation (2022-2024), which
imcludes indicators for all operational objectives, with baselines and targets for 2024 and 2026 (with the
exception of the indicator which relies on the findings of the functional analyses).

The Ministry of Public Administration (Directorate for Strategic Planning in Public Administration,
International Cooperation, and IPA Projects) i1s responsible for monitoring and reporting on the
implementation of the Strategy. while the primary responsibility for the achievement of the objectives will
stay with the identified lead entities.

' Ministry of Public Administration (MPA) after the establishment of a new Government in April 2022,
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The Council for Public Administration Reform (hercafter: PAR Council) is in charge of the coordination
of the reform. It is chaired by the Prime Minister of Montenegro and involves the heads of key implementing
institutions of” the public administration reform, as well as representatives of two NGOs (Centre for
Democratic Transition and Institute Alternative). As an advisory body to the Government, the PAR Council
will monitor the implementation of both the PAR Strategy and the PFM Reform Programme. The Ministry of’
Finance will submit the implementation reports on the PFM Reform Programme to the PAR Council prior to
their adoption by the Government.

[n accordance with the Government’s methodology on strategic planning, reporting on implementation of the
action plans for the PAR Strategy is made on a yearly basis, while a final report on implementation of the
strategic document is prepared at the end of the implementation period. All reports are considered and
approved by the General Secretariat of the Government, the PAR Council, and the Government of
Montenegro, and are subsequently published on the website of the Ministry of Public Administration.

The Strategy foresees a mid-term evaluation that will take place after the implementation of the first Action
Plan (2022-2024), followed by a final evaluation, which will be implemented after the implementation period
of the entire Strategy. The evaluation will be performed by an independent expert and the Ministry of Public
Administration, as PAR lead institution. Other relevant stakeholders and development partners will also be
mvolved.

The PAR Strategy 2022-2026 is relevant to the objectives of good governance, efficiency and
accountability of public administration. Moreover, the Strategy is in line with the objectives of the EU
Enlargement Policy, the Economic and Investment Plan for the Western Balkans and the Western Balkan
Strategy ~A credible enlargement perspective for and enhanced EU engagement with the Western Balkans™.
The objectives are consistent with the priorities of the Montenegro Economic and Reform Programme (ERP
2021-2023), with the Joint conclusions of the Economic and Financial Dialogue of October 2021 with the
European Commission and with the recommendations of the IMF 2021 Article IV mission.

The PAR Strategy is costed and linked to the budgetary process. The cost for implementation is EUR
23.750.000 over 5 years, out of which EUR 11.967.330 are planned for the implementation of activities
within the first Action Plan 2022-2024. The 2022 State Budget has a specific budget programme dedicated to
the implementation of PAR Strategy activities.

Institutional capacities to steer the PAR Strategy are improving. The MPA created a new Directorate for
Strategic Planning in Public Administration, International Cooperation and IPA Projects, tasked with both
preparation and reporting on key strategic documents, as well as managing IPA funds, thus fostering creation
of'a hub of civil servants with a high level of specialisation and expertise in this thematic arca.

The implementation of public administration, however, will require additional training for the Ministry of
Public Administration and other key implementing institutions like the Human Resources Management
Authority (HRMA) and the Administrative Inspection (Al). When it comes to human resources management
in the institutions applying Labour Law. capacity building of the Ministry of Economy and Tourism, the
Employment Agency and the Administration for Inspection Affairs should be also taken into account, in
addition to all other relevant line ministries and local self-governments.

Montenegrin authorities are aware that public administration reform is a key step towards EU
accession. Political will and efforts in the implementation of the reform are therefore likely to continue in the
next yvears. The new strategy covers key areas of reform, which are in line with the OECD principle of public
administration and on which there 1s a consensus inside and outside the public administration. The
participatory process that accompanied the elaboration of the Strategy, the inclusion of its costs in the state
budget and the existence ot a strong monitoring and reporting system, as well as the establishment of the PAR
Council chaired by the Prime Minister of Montenegro let assume that the policy is credible and sufficiently
owned by national institutions. Therefore, it is likely that its implementation continues to represent a priority
of the Government for the next years.

PFM is also part of public policy but is covered under another eligibility criterion.

General Conclusions on eligibility:
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In conclusion, the policy is sufficiently relevant and credible for budget support contract
objectives to be largely achieved. Therefore, the policy can be supported by the Commission with
the proposed budget support contract.

2.3.2. Macroeconomic Policy

Montenegro's economy recorded very strong growth in 2021, though it did not fully recover to its pre-
pandemic level. The strong rebound of the economy. recording a preliminary growth rate of 12.4 %, was
driven by a robust revival of tourism, exports and private consumption. Tourism revenues reached 70 % of
their 2019 level, surging from just 13% in 2020. Exports added another 25.5 percentage points to growth.
The ncrease in the number of visitors boosted private consumption that added 4.2 percentage points to
growth. Contribution of the government consumption to growth was 0.3 percentage points. Investment
activity remained weak due to the delays in public investments, higher costs of materials, and continued
supply-chain disruptions. Consequently, this slowed gross fixed capital investments, which dragged growth
by 4.8 percentage points, also adversely affecting the pace of imports. Industrial production strengthened
by 4.9 %, driven by increases in both manufacturing and energy production, despite decline in the mining
sector. Meanwhile, construction declined by 5%, as did number of issued construction permits, signalling a
continued decline in the construction sector. The strong rebound of the economy in 2021 was reflected in a
robust increase in retail and wholesale trade, that expanded by 16.6% and 24% y-o-y, respectively.
Montenegro's economy was projected to fully recover to its pre-COVID-19 crisis level in this year, after
strong rebound of economic activity in 2021. However, the fallout of the Russian aggression against
Ukraine, will most likely disrupt projected growth. DG ECFIN published Spring forecast on 16 May where
country's GDP growth projections for 2022 have been revised downwards to 3.8% from an estimated 6.4%
before the start of the war. The main direct transmission channel of the war to Montenegro’s economy is
tourism.

The economic rebound led to a partial recovery on the labour market, albeit all structural deficiencies
persist. The COVID-19 pandemic exacerbated the structural deficiencies in the labour market, including
high and increasing long-term unemployment and continued regional disparities. After expiry of favourable
effects from the seasonal employment associated with the tourism industry, the unemployment rate (15-64)
started to increase again reaching 15.7% at the end of 2021. Tt was still significantly lower than a year before,
when the unemployment rate reached 21.5%. Benefiting from low base effects in 2020, employment rate
recorded robust growth of 15.2% in the last quarter of 2021. However, the survey confirmed that youth
unemployment remains a serious problem in the country, with 37.4% of the population aged 15-24 being
Jobless. Long-term unemployment is yet another lingering problem, given that 53% of all jobless have been
looking for a job for more than two years. There are huge labour market differences across regions, with the
unemployment rate being at low 6.1% in the tourism-heavy coastal region, 12.2% in the central region and
31.2% in the poor northern region.

Financial sector remained robust with quite dynamic credit activity during 2021. At the end of 2021,
banks™ lending and deposits were 9.8% and 20.9% higher, respectively, as compared to December 2019.
Banks™ lending and deposits continued to grow in the first months of 2022. Average capital adequacy ratio
in December 2021 was at 18.5%, well above the regulatory minimum. Montenegro’s NLB Banka Podgorica,
the local unit of Slovenia’s largest bank Nova Ljubljanska Bank (NLB), completed the merger with
Komercijalna Banka Podgorica in November 2021, After finalisation of the second merger within a year,
the new bank became the second largest out of a local banking market of 11 banks. Although trending down,
lending interest rates are still high presenting one of the major obstacles for the small businesses in the
country. In order to provide easier and increased access to finance for businesses that have limited access to
finances, the Government earmarked funds for the establishment of the Credit Guarantee Fund and proposed
relevant legislation that awaits Parliament approval. In February 2022, NPLs rose to 6.7% of total loans,
compared to 5.9% a year before.

Global inflationary pressures are accelerating domestic inflation, given the unilateral euroization.
After falling by 0.8% in 2020, consumer prices have accelerated since April 2021, to reach an average of
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2.5% in 202 1. Inflationary pressures also continued n 2022 rising to 9.7% vy-o-y in March 2022, a 10-vear
high. The increase in inflation was led by rising food. beverage. and transportation prices, Real disposable
income was, nevertheless. largely preserved through the increase in disposable incomes due to the “Europe
Now’ reform. which resulted in the 80% increase in the minimum wage and 22.7% increase of the average
monthly wage from January 2022, On the other hand. wage mercase also risks nourishing inflationary
pressures as well as increasing external and fiscal imbalances.

Strong recovery of the tourism sector resulted in a significant reduction of external imbalances. This
resulted in narrowing of the current account gap to 9.2% ot GDP in 2021, as compared to 26.1% of GDP a
year before. Surplus in the service account that reached 19.5% of GDP in 2021, as compared to only 4.2%
of GDP in 2020, drove this improvement. Net primary and secondary incomes have further reduced the
current account deficit. primarily due to the improving expatriate remittances that saw 35% increase. The
current account deficit was entirely financed by net foreign direct investment (FDI) which amounted to
11.2% of GDP in 2021.

Improved domestic demand and higher global commodity prices pushed for the fast growth in imports that
saw 19% annual increase. Even the rapid increase in exports (28.7% y-o-y) did not suffice to compensate
the impact of strong import growth. Consequently, the merchandise trade deficit expanded by 16.6% y -o-y
in nominal terms, totalling 39.0% of GDP in 2021.

The improvement of the economic and sanitary situation reinforced significantly Montenegro’s fiscal
performance. The rebound in economic activity combined with a significant underspending of the capital
budget resulted in a sharp reduction of the budget deficit in 2021. The general government budget deficit
fell from 11.1% in 2020 to 1.9% of GDP in 2021. Central government revenues surged by 16.6 %, driven
by the VAT and excises, while central government expenditures declined by 2.6 %, primarily due to lower
capital spending by 9 %, but also lower spending on goods and services, which declined by 16%.

The 2022 budget is articulated around the landmark reform program *Europe Now’, a major fiscal reform
initiative designed to support post-pandemic recovery. The programme abolished healthcare contributions
and introduced personal income allowance for wages up to EUR 700, progressive personal and corporate
income taxation, and an increase in the net monthly minimum wage. The Parliament, however, rejected
several measures of the program to offset the loss in revenues from the abolished health contributions. These
include increases in excises on tobacco, alcohol, and sugary beverages, and introduction of excises on sugary
products and single-use plastic. The Parliament also maintained the reduced VAT rate of 7 % for the
hospitality industry, introduced as a crisis mitigation measure. On the other hand, Parliament widened social
transfers by introducing benefits for all children until age 18, reintroduced mothers’ benefits for former
beneficiaries, increased minimum pensions, and adopted ambitious public investment programme. Failure
to adopt compensating revenue measures is likely to result in a wider-than-planned fiscal deficit of 5.1% of
GDP in 2022.

At end-2021, the public debt ratio declined to 83.3% of GDP, down from 105.3% of GDP in 2020. Net
debt in 2021 was reduced by over EUR 330 million, including a repayment of EUR 227 in Eurobonds in
March 2021. The central government fiscal balance was positive in four months over the last year, which
further supported the build-up of government deposits, amounting to 9.4% of GDP in 2021, which will be
financing a significant share of financing needs in 2022.

Overall, the economy strongly rebounded in 2021 driven by a quicker than expected resumption of
tourism that boosted a surge of private consumption. The fiscal framework still remains subject to
sizeable risks and uncertainties, in particular in the current geopolitical context. Fiscal stability and
sustainability should be strengthened by reintroducing the initially planned revenue measures of the 2022
budget. The activities should be undertaken to develop a new medium-term fiscal strategy along with the
2023 budget that will encompass concrete consolidation measures and continued public debt reduction over
the medium-term. Noted that cconomic issues related to the Russian aggression in Ukraine may have an
impact in the near future in Montenegro and the region.

General Conclusions on eligibility:
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As a conclusion, based on the analysis, the authorities have continued to pursue a stability-
oriented macroeconomic policy.

2.3.3. Public Financial Management

The Public Finance Management (PFM) Reform Programme 2016-2020 (and its Transitional Action
Plan for 2021) has addressed some of the key weaknesses of the PFM system and has been therefore highly
relevant, as confirmed by the results of the 2019 PEFA exercise. Additionally, it has addressed issues outside
the PEFA assessment but equally important, like the update of the legal and regulatory framework in
accordance with the EU legislation and the upgrade of the existing I'T system for the management of the whole
budget cycle. Certain reform areas remained excluded: the alignment with European system of Account (ESA)
2010 and Government Finance Statistics (GFS) system, more transparent reporting on budget execution and
commitment management, as well as cash flow planning and arrears management. Weaknesses in the payroll
system and in local government finance management have been addressed both in the Public Administration
Reform and in the Public Finance Management Programmes.

Compared to PEFA 2013, the PEFA 2019 results showed an overall tendency of improvement. Main
performance progress is observed in (1) budget reliability (ii) extent of unreported government operations (iii)
taxpayer registration and tax assessment (iv) procedures for contracting and reporting debt and issuing
guarantees (v) improved procurement management (vi) effective internal controls (vii) strengthened internal
audit, external audit and parliamentary scrutiny. Monitoring of fiscal risks arising from local governments by
the central government has deteriorated.

Since then, the pace of implementation of the reform has been uneven, benefitting on one hand from the
support provided by several IPA technical assistance project and suffering on the other from the effect of the
COVID-19 pandemic, the unstable political situation and the high staff turnover in the Ministry of Finance.
[n July 2021, the PFM Reform Programme was extended for one year (until end-2021) through a Transitional
2021 Action Plan, containing the activities that could not be completed by end-2020. In the meantime, a new
PFM Reform Programme 2022-2026 has been drafted and due to be adopted by the third quarter of 2022.

Allin all, good progress can be reported in the area of annual budgeting, reform of salary system in the public
sector, public procurement and customs administration. Some progress is reported in medium-term budget
framework, capital budgeting, tax administration and state aid. Limited progress is shown in debt
management and transition from the cash-based to the accrual accounting. Implementation of the following
subsystems is largely completed: update of the macro-economic projections model, public procurement,
public internal financial control, external audit and audit authority

However, despite efforts, some key weaknesses remain, especially for capital budgeting, state aid reform,
commitment, cash and assets management, as well as in terms of interoperability of the different IT systems
in place.

The key challenges relate to the following:
e The continued delay of concrete steps for upgrading the SAP Treasury system with regard to accrual
accounting

¢ Delays in the implementation of medium term budgetary framework and budget preparation, in
particular with regard to the amendment of the Law on Budget and Fiscal Responsibility, capital
budgeting as a whole and live operation of the IT tool for calculation and control of salaries (including
its connection with the Human Resources Management System)

¢ The serious delays in implementing the World Bank funded Revenue Administration Reform Project
in the Tax Administration
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e The unmotivated suspension of the operationalization the Asset Management ['T” System. coupled with
the lack of communication on this matter between the Accounting Department in the Treasury and the
Cadastre and State Property Administration.

[n terms ot domestic revenue mobhilization. the overall trend of improvement showed by the 2019 PEFA
assessment continues. in particular in the held of budget reliability, registration and tax assessment and
cffective internal controls. After a decline during the COVID-19 crises, the collection of public revenues 1s
expected to recover in the coming medium-term period, as a result of projected growth in economic activity
and several actions undertaken by the Government (suppression of informal economy, taxation ot undeclared
property. increasing excise taxes, among others).

A new PFM Reform Programme 2022-2026 is close to be adopted, after the conclusion of the public
consultation launched in April 2022. The Reform Programme is highly relevant in addressing all identitied
weaknesses in a comprehensive and structured way. It is based on an extensive consultation process, it is
supported by strong ownership and commitment of government stakeholders and accompanied by a costed
Action Plan for 2022-2023. While in the previous cycle the focus was on budget planning and on procurement,
priorities of the new reform programme will be public investment management, accounting and reporting. At
the same time, efforts will be directed to the conclusion of previous (partially pending) reforms, like
programme/performance budgeting and mid-term budgetary framework, including interconnected IT systems.

A clear set of objectives, activities and indicators have been identified at output, outcome and impact level.
A robust monitoring framework, however. despite significant improvements over the years, remains to be
established. An indicators passport would be also necessary to clarify the scope and measurement of the
indicators.

Differently from the previous one, the new Reform Programme 2022-2026 is costed and should be reflected
in the annual and multiannual state budget. The Action Plan 2022-2023 has prioritized certain actions, by
ensuring an appropriate sequencing of reforms. However, the way to address some critical horizontal issucs,
like the interconnection of IT systems, local governments and human resources for public finance
management, still needs to be clearly defined.

The Government approach seems to take into consideration structural shortcomings and looks for continuity
with the previous reform programme, by confirming the credibility of the reform process. Considering that
reforms in the PFM area usually need a long time to materialize, this will ensure the necessary stability and
coherence to maximize the reform impact in the next few years. For this to happen, the process will have to
be supported by significant strengthening of the PFM capacities in terms of human resources and coordination
within the Ministry of Finance and with other stakeholders involved in the reform actions, and the Revenue
and Customs Administration.

General Conclusions on eligibility:

As a conclusion, based on the analysis, the public finance management reform strategy remains
sufficiently relevant and credible, including on domestic revenue mobilisation, and the eligibility
criterion is met.

2.3.4. Transparency and Oversight of the Budget

The Government of Montenegro continues to publish systematically the budget proposal, the adopted budget
and budget exccution reports. The following budgetary documents were published in 2021:
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I. The annual budget Law for 2022 was adopted on 29.12.2021'7 . It is organized by economic,

organizational. functional and program classification.

The annual budget execution report for 2021 was published on the Ministry of Finance website on

02.02.2022'% The report contains a narrative part providing main fiscal aggregates and a table with

budgetary data broken down by economic classifications. The year-end accounts are submitted to

external audit within 6 months after the end of the fiscal year.

In-year budget execution reports are made available to the public with nearly one month delay and

prepared by budget spending units. state funds, local Self-Government units and other legal entities.

They includes a brief narrative on current revenues and expenditures and detailed table with budget

execution breakdown organized by ecconomic classifications. Budget execution report for January-and

February 2022 was published on 01.04.2022'"

4. The audit report for the final accounts for the 2020 budget was published on State Audit Institution
website on 13.10.2021.

[(§e]
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The entry point for Budget Transparency continues, therefore, to be met.

The PEFA 2019 show an overall tendency of improvement compared to PEFA 2013. According to the
results of the PEFA exercise, Montenegro has scored the following:

PEFA Assessment Match with Year Year Monitoring
(2016 indicators) PEFA 2011 2013 2019 of
Progress

PI-5 Budget documentation PI-6 A B 1
PI-6 Central government | PI-7 & some | D+ A 1
operations outside financial reports | new

subsections
PI-9  Public access to fiscal | PI-10 A A =
information
PI-28 In-year budget reports Pl-24 D+ D+ =
PI-29 Annual financial reports PI-25 D+ D+ =
PI-30 External audit P1-26 G B+ 7
PI-31 Legislative scrutiny of audit | PI-28 C+ B+ 1
reports

Year Year Year Year
Open Budget Index N/A N/A N/A N/A

Overall, PEFA 2019 assessed that fundamentals of the PFM system are in place with the performance of main
functions measured with high-ranking scores. This refers to the budget preparation and reliability, transparency
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. Mitigating measures should be proposed to address the
weaknesses in PFM reporting.

In terms of budget transparency, worst performance is related to PI-28 Indicator and to P1-29 Indicator.

Main deficiencies of the in-year budget reports lay in the lack of comparison with the original budget (but only
with the latest revised budget), in the aggregates presentation of data and in a structure organized only by
economic classification, with significant gaps in reporting for public enterprises and financing of municipalities.
Variations between original profile of revenue and expenditure and actual revenue and expenditure are not
explained. Completeness of financial reports is an issue, since they are prepared on cash basis and do not present

7 https://www.gov.me/clanak/zakon-o-budzetu-crne-gore-za-202 1-godinu
" hups://www.gov.me/clanak/ostvareni-rekordni-prihodi-deficit-za-42 [ -manji-od-plana
" hups://www.gov.me/clanak/prihodi-veci-za- 1 94-nego-u-istom-periodu-202 1 -godine
* Montenegro is still not part of Open Budget Index
! However. according to the EUD analysis and on the basis of the PEFA scores. some core functions mainly related to procurement
planning. commitment management. cash and arrears management would deserve further attention
19
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mformation on assets and habiliies. More structured information on commitments and habilities/arrears. on
capital expenditures and on internally generated funds would increase comprehensiveness and transparency =

As to the Annual Financial Reports, the information about the financial and non-financial assets and habilities
is not complete and there is no reference to the accounting standards. All budget documents are accessible by
citizens (at government’s website) but reports are not published together at one single web link.

More recently, improvements in budget transparency are materializing with the implementation of a new
programme budget classification, with programme goals and performance indicators, and gradual introduction of
a mid-term budgetary framework.

General Conclusions on eligibility:

As a conclusion, based on the analysis, the entry point is met as the relevant budget documentation (the
Executive's Proposal and the Enacted Budget within the past budget cycle) has been published respectively
on 21.03.2021 and on 02.02.2021 on the following websites: https://www.gov.me/clanak/zakon-o-
budzetu-crme-gore-za-2021-godinu hitps://www.gov.ne/clanak/ostvareni-rekordni-prihodi-deficit-za-
421-manji-od-plana

Therefore, the eligibility criterion is met.

3. DESCRIPTION OF THE ACTION

The general objective of this Action is to ensure better quality of life for citizens by creating a well-functionin;
and accessible public administration with the public administration strengthened in accordance with the EU
SIGMA Principles of Public Administration

The Action focuses on some of the most challenging objectives of the PAR Strategy and PFM Reform Programme
notably on those objectives that interlink public administration and public finance management. Thei
achievement is likely to have a long-lasting impact on Montenegrin citizens and economy and is of key importanc
in the enlargement perspective.

The specific objectives of this Sector Budget Support programme correspond to the following priorities of th
PAR and PFM Strategy 2022-2026:

Objective 1. Efficient service delivery based on the need of citizens and economy

Based on the identified problems in the area of service delivery in Montenegro, the focus is on creating public
services based on citizens™ and businesses” needs, simplifying procedures and digitalizing the existing services
in order to improve their availability and quality, thus reducing delivery costs and time and ensure ease of doing
business.

The priority of PAR Strategy 2022-2026, but also of this action, is to create an environment for simpler. faster
and more efficient communication between citizens and the admimstration, primarily through improving the
cfficiency of bodies in resolving administrative cases and full implementation of the legal obligation of bodies
to exchange data from ex-otticio.

In order to optimize the process in the bodies and improve the quality of service provided to end users. a roadmap
for the introduction of quality management of mstitutions and processes will be developed. Furthermore.
improved quality of reporting on administrative procedures and mapping work processes will, in the long-run.
lead to simplification of internal work processes and optimized service delivery. Harmonization of legal acts with
the Law on Administration procedure will continue.

With the development of a public services catalogue and a book of administrative procedures. more transparent
service delivery processes to all users will be provided, of both in-person and digital services, while safeguarding
the accessibility of services to people with disabilities. Establishment of systematic measurement of public

?SIGMA Monitoring Report. November 2017
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service users” satisfaction will enable all public bodies to improve and create services that best-fit to the needs
of citizens and businesses, while obtaining feedback from users.

While enabling a full electronic data exchange between registries using once-only principle (including at the
local lTevel) and delivery of data and documents ex officio, service users will no longer be buried with visits to
public institutions or additional documentation.

Moreover, this work will focus on a higher level of alignment of existing strategies with the existin,
methodological guidelines, especially in terms of strategic planning, budgeting and performance reporting
Overall, this will lead to the creation of an integrated and interlinked strategic planning system, aligned with th
annual and medium-term budgetary framework, annual work programs of the Government and ministries, as wel
as with the European integration process. This will imply further strengthening of costing of strategies and thei
clear link with annual and multi-annual budgeting. At the same time, this integrated planning system will b
reflected in a performance-oriented monitoring, reporting and evaluation system.

Indeed, according to the new PFM Reform Programme 2026-2026, the budget programme classification will b
further improved, with the development of sub-programmes, aligned activities and performance indicators for al
public bodies. Procedures for monitoring and reporting on budget programmes and projects will be developec
BMIS? will be upgraded and improved in order to reflect performance information. Development of procedure
and a manual for performance evaluation of programmes and projects has been envisaged, aiming at improvemen
of evaluation of the programme performance.

The strategic and medium-term planning system will be supported by appropriate IT systems that will b
connected with the budget planning system for exchange of data and for reporting purposes. 1t will also requir
improved coordination within PAR and between PAR and PFM systems, including the establishment of a plannin:
function in all major public bodies.

This will be achieved through a further improvement of the legal framework for delegation of authority
~intensifying capacity building for high level managers and line-managers and by raising awareness on th

principle of accountability, in particular managerial accountability and delegation of authority.

Activities will include: further fine tuning the programme budget structure, in order to increase the correspondenc

with the organizational structure; improved link between strategic planning, costing and budgeting process

especially at the level of spending units; better organization of reporting and control, in line with programm
budget structure; increased used of performance monitoring and reporting; gradual increase of (internal

management and performance audit.

The achievement of this objective is closely linked to the results planned under objectives 2 and 3.
Objective 2. Improved transparency of public administration and public finances

A key priority in this area will be decreasing the number of requests for free access to information by increasin:
the quantity and quality of information published by public authorities and through better implementation of th
new legal framework awaiting adoption. In addition to training and raising the awareness of all public institution
on the need to provide complete, trustworthy and understandable information on the work of all public bodies,
network of officers for proactive disclosure of information will be established and their capacities improved.
Increasing proactive disclosure of information will include data on budgets and spending practices of publi
mstitutions. Improvement in reporting on state budget execution, including producing and publishing transparen
annual and in-year budget execution reports, as well as budget performance reports will significantly contribut
to the improvement of budget transparency.

Quality management model in the field of free access to information will be established, thus promoting selt
assessment of the public bodies in this ficld. In other words, the focus will be on improving the quality and legalit
of the work of first instance bodies in decision-making procedures on requests for free access to information.
Modern data management model implies standardized, well-described, accessible and reliable data in real time
with a focus on openness and format, contributing to the development of all segments of society. With th
introduction of high-value data sets and dynamic data sets (i.e. real-time), and capacity-building of employees i
charge of publishing open data on the portal. increased transparency of authorities will be achieved. Together wit!

2} Budeel Management Information System
= =

= 21
ﬂjﬁ' u/ér_f r/ﬂ‘(



improving quality in reactive transparency (authorities publishing information based on request). these action
will lead to increasing the citizens™ trust in the work of public administration.

Objective 3. Public administration based on talented, competent and skilled employees

An efficient human resources planning system based on identified needs, improvements in the human resource
recruitment process and further digitalization in the field of the civil service system will be in the focus of action
in this arca. Monitoring the work of civil servant, their progress and results but also their needs for furthe
development are identified as key priorities.

Firstly, improved identification of human resources needs and increased alignment of personnel planning an
budgetary process will make personnel planning and recruitment in public administration more cfficient
Guidelines for personnel planning will be improved, while implementation will be followed up by an ad ho
external monitoring system. Personnel plans will be developed electronically, through the module of the Huma:
Resources Management Information System (HRMIS)?, thus allowing for the systemic reporting on the level o
its implementation. Since HRMIS is to be developed also at the local level, HRMA will be able to directly acces
information for public officials and state employees at the central and local level, enabling various data analytic
for all employees regulated by the Law on civil servants and state employees. Among others, people wh
benefitted of severance payments will be easily identifiable, by making possible the respect of legal restriction
on future employments in public administration,

Secondly. the improvement of procedures for application and selection of candidates through the introduction o
electronic application systems will lead to less time-consuming processes for candidates and will decreas
interlinked costs. Improved quality of acts on systematization and organization will lead to clearer and mor
precise descriptions of jobs, clear responsibilities for all systemized posts, as well as to identified competencie
as the basis for selection and testing of candidates.

Professionalization of public administration through the adoption of a Competence Framework for all categorie
of civil servants and its application in their recruitment and evaluation will contribute to the alignment o
knowledge, skills and abilities of employees with job requirements. In addition. it is necessary to improve th
strategic planning of training for employees, based on training need assessments, thus prioritising areas and targe
groups of employees for further capacity building. This will be linked with the annual evaluation of employees
where effects of training will become measurable.

The “internal labour market’, divided into central and local levels, should be integrated into the the labour marke
of public administration. This institute needs to be remodelled in order to become a system or a body that wil
enable easier mobility and recruitment not only for employees who lost their jobs after the reorganization of th
body but also for officials who are interested in changing their jobs, enabling even the distribution of labour.
Awareness raising campaign towards all citizens on the transparent process of employment, overall work of th
HRMA and attractiveness of public bodies as employees, thus attracting skilled, talented and competen
individuals will be implemented.

In addition, key priorities in this area will be improvements in capital budget planning and in public investmen
management, monitoring and reporting. Actions will focus on further strengthening the institutional. legal an
regulatory framework for public investment management, as well as the capacity to identify and prioritize capita
projects. Guidelines for conducting cost-benefit analyses of investment projects and an updated manual for capita
budgeting (determining the fiscal space) will be developed, with the aim to ensure value for money
Implementation, monitoring and reporting of capital projects will be improved through the establishment of
public capital project database through the upgrade of the current IT systems for budget planning and budge
execution and the adoption of specific procedures for the evaluation of capital spending efficiency. Thes
activities will contribute to increased fiscal sustainability and consistency of public investment plans in the lon:
term, to strategic allocation of resources and to more efficient service delivery.
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Further digitalization of the human resources planning system will be reached with the development of additional modules for e-
mployment, e-Learning. e-Evaluation, ete.



3.1. Intervention Logic

The underlying intervention logic for this action is that Montenegro speeds-up the reform of public
administration and public finance management. while meeting the EU accession criteria in the field of good
governance. Based on the identified issues above. this Action prioritizes the objectives to be reached. thus
contributing to the expected outcomes:

Efficient service delivery based on the need of citizens and economy implemented

Credible strategic policy planming system in place

Delegation of Authority principle widely used in public bodies

Improved transparency of public administration and public finances

Public administration based on talented, competent and skilled employees

Improved public investment management system
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The intervention logic is fully aligned with the objectives of the PAR Strategy and PFM Reform Programme
for 2022-2026. The key induced outputs of the programme are directly related to the outputs of the new
strategies, while the above-mentioned outcomes will be reached through the successful implementation of the
activities presented in the following section.

Improved strategic planning, with clearly identified objectives and indicators, as well as a credible strategy
costing linked to the budgetary process, will create conditions for further improvements in programme
budgeting. In turn, well-identified programmes in the state budget, linked to specific activities, costs and
relevant performance indicators (possibly the same than at the level of strategies) will create conditions for
delegation of responsibility and increased managerial accountability.

Better management of investment, including improved factoring into the budget process of the recurrent cost
implications of investment, and more stringent economic analysis in order to generate the best return will
provide a better perspective on the fiscal space available for strategic priorities.

The existence of performance indicators and of clear accountability lines will improve performance
monitoring and reporting at the level of spending units and, more in general, of operational units. This will
contribute to shifting the focus of internal control and external audit from compliance to performance.

Improved monitoring and reporting will facilitate a more effective evaluation of results and impact of budget
programmes, which is a prerequisite for further strengthening of service delivery.

More in general, transparency of policy implementation and budget execution will improve, with an increase
of stakcholders™ perspectives on the effectiveness of public spending.

3.2. Indicative Activities

Activities related to Objective 1 - Efficient service delivery based on the needs of citizens and economy

1) Mapping internal business processes with the purpose of optimizing service delivery, while continuing
with the harmonization of relevant acts with the Law on Administrative Procedure

2) Developing roadmap for introduction of quality management system

3) Developing the Catalogue of services (on-line and off-line) with administrative procedures for their
implementation

4) Improving user-centric and integrated approach by establishing service standards

5) Ensuring full interoperability of information systems (connected to the GSB - Government Service
Bus) thus reducing the volume of data currently required from users (citizens and business) and using
the principle of ex officio data exchange

6) Increasing the number of developed digital services based on life events, at a high level of
sophistication, with integrated systems ot e-identification, e-authentication and e-payment

7) Increasing digital skills of public administration employees, and raising awareness of the general
public on modernisation of public services

8) Improving the methodology for strategic planning and organising capacity building programmes for
strategic developers in public bodies
9) Improving link between strategic planning and budgeting

pr



10) Analysing and creating mechanisms for cooperation with rescarchers and other possible statistical
mstitutes. for the use of wide trustworthy data during the policy development process

1) Establishing IT systems for strategic planning, monitoring and reporting (with mid-term programme
budgeting and programme reporting)

12) Establishing planning function in all major spending units: development of procedures for the costing
of strategies and institutional arrangements for coordination

13) Linking the MTBF to the strategic planning system and to the medium term work programme of the
governiment

[4) Further development of sub-programmes, activities and performance measures in all spending units.
procedures for monitoring and reporting of programmes and projects: and implementation of upgrades
of the budget planning IT system with the new programme budget structure and improved performance
information

15) Improving the legal framework for the application of managerial accountability

16) Organising a capacity building programme for civil servants and managers on managerial
accountability. delegation of authority and related reporting

17) Raising awareness campaigns on principle of accountability in public administration

I8) Better organization of reporting and control, in line with programme budget structure

19) Increase the use of performance monitoring and reporting

20) Gradual increase of (internal) management and performance audit

Activities related to Objective 2 - Improved transparency of public administration and public finances

1) Improving the functioning of the information system of the Agency for Personal Data Protection and
Free Access to Information and publishing data with the purpose of decreasing administrative silence
cascs

2) Strengthening the capacities of the Agency for implementing the Law on Free Access to Information

3) Developing guidelines for the application of the provisions of the Law on free access to information

4) Full harmonization of the Law on free access to information with European standards and the EU Open
Data Directive

5) Enhancing the work of the Council for free access to information

6) Improving the quality of work of Agency

7) Organising capacity building for relevant authorities on proactive disclosure of information

§) Awareness raising on the importance of free access to information and transparent work of the public
bodies

9) Improving portal www.data.gov.me and increasing publication of high value data sets

10) Upgrade of BMIS to improve annual and quarterly budget execution reports

11) Increasing transparency through a visual representation of budget execution

12) Produce mid-year and annual budget performance reports through BMIS

Activities related to Objective 3 - Public administration is an attractive employer

1) Improve current instructions on Personnel Plan development for more a comprehensive system of
personnel planning

2) Increasing the % of developed personnel plans through HRMIS system and further use of data for
policy formulation, monitoring and enhancement of HRM practices

3) Increasing the implementation of personnel plans at both central and local level. linked to the full
budgetary process, both annual budget and medium-term expenditure framework

4) Promotional campaign in order to encourage employment in public administration

5) Improving the quality and implementation of Acts on systematization and organization, as well as
monitoring and evaluation in the civil service, and creating mechanisms for comprehensive evaluation
of Acts of systematization

6) Creating more transparent and effective employment procedures

7) Modifying the legal framework regulating the system of salaries in the public sector

8) Further developing the competency framework for all employees in public bodies, including
competency-based assessment tools
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9) Promoting public administration based on the principles of diversity. equality and non-discriminatory
policies

10) Strengthening the legal and regulatory framework for PIM (Identification. Project appraisal and
preparation)

11) Strengthening the institutional framework and coordination for capital budgeting

12) Traming of the members of the Commission for Determining Capital Investment Priority List

13) Develop methodology for PIM: Guidelines for conducting economic (cost-benefit) analyses of
mvestment projects to ensure value for money; and an updated Manual for capital budgeting
(determining the fiscal space)

14) Training on costing of capital projects

15) Develop legislation/regulations for allowing carryover arrangements

16) Promote the use of Public-private partnership

17) Establishing a (public) capital projects database

18) Upgrade current IT systems (BMIS and SAP) to support to the PIM processes

19) Develop procedures for monitoring and reporting of capital projects implementation

20) Evaluation of the cfficiency of capital spending

21) Preparing a long-term investment document (master plan of infrastructure projects)

3.3. Mainstreaming

The Constitution of Montenegro, the highest legal act in the country, along with the Law on Gender Equality
and the Law on Prohibition of Discrimination, represent the legal framework on the basis of which issues
related to gender equality, diversity and inclusion are defined. In the past years, progress has been made in
these areas, strengthening the position of minority and marginalized groups - Roma and Egyptians and people
with disabilities - in particular. However, there is considerable room for improvement.

The PAR Strategy 2022-2026 has recognized gender mainstreaming, anti-discriminatory policies and
inclusion as horizontal topics throughout all strategic goals. Consequently, a number of activities were
identified in order to contribute to the application and promotion of high standards in these areas: awareness
raising on the need of public administration based on diversity, non-discriminatory policies and equal
opportunities; training on inclusive public administration based on the principle of human rights; development
of programmes for the development of leadership competencies; capacity building on the concept of e-
accessibility and much more.

The PFM Reform Programme 2022-2026 and related side-strategies have included gender, green and social
protection mainstreaming in their activities. One of the operational objectives of the new Strategy for the
Development of the Public Procurement System in Montenegro 2021-2025, for example, relates to
encouraging the implementation of green and sustainable procurement, as well as the promotion of SME
participation in the public procurement procedures, with special emphasis on women-led businesses. The goal
of the green procurement policy is to encourage contracting authorities to apply life cycle costing in public
procurement in order to provide more environmentally friendly and energy efficient goods, in accordance with
current trends and standards (green procurement, socially responsible procurement, innovative procurement,
electronic procurement, etc.). In order to raise awareness and promote green and sustainable procurement, the
Strategy envisages trainings for participants on green public procurement procedures (managers and civil
servants), as well as the production and distribution of the specialized publications on this topic.
Demographic change (increased mobility, population aging and migration), changing market conditions and
globalization factors contribute to the growing diversity of the workforce within organizations and in the
labour market. There is a high probability that employees will be exposed to different needs, values,
motivation, different contributions and ways of building relationships.

The PAR and the PFM strategies have the ambition to contribute to a culture of diversity and equal
opportunitics. The PAR Strategy, in particular, advocates that civil servants represent citizens who serve.
regardless of gender, age. religion, gender identity, sexual orientation, political or any other affiliation. any
type of disability or other factors that are not based on merit and achievement. During the design phasc. all
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stakcholders were consulted independently of their sex. origin. race and religion. Equal opportunities will
continue to be guaranteed to all participants and experts during the implementation phase of this Action.,
Being based on PAR and PFM strategies 2022-2026, this Action will address diversity, non-discrimination
and equal opportunities as horizontal themes that are applicable to all identified objectives. The focus will be
on the creation of a coherent diversity policy that will add to an inclusive environment and give all employees
equal opportunity to feel included, respected and valued. This means that human resource management policy
will be focused on recognising and respecting the skills of the individual, rather than on the characteristics of
the individual that may be the basis for discrimination.

Citizen engagement and public participation (inclusion) in all segments of public administration 1s becoming
more important than ever. Through this Action, the principle of inclusiveness is applied through all objectives
and includes the involvement of all stakeholders in all steps of policy making, especially when defining
services for the needs of citizens.

In addition, mn order to achieve the goals of greater openness and make governance more efficient, the
Government of Montenegro has joined the Open Government Partnership (OGP). By participating in this
initiative, Montenegro is focused on five key commitments: improving public services, citizen participation,
access to information - openness of public administration bodies, more efficient management of public
resources and increasing public integrity. The process of drafting the new two-years National Action Plan for
implementation of OGP Initiative is ongoing, with consultations conducted in accordance with the standards
set by the OGP Secretariat. Finalisation of the new Action plan is planned for the end of the year 2022.

Environmental Protection, Climate Change and Biodiversity

The Ministry of Ecology, Spatial Planning and Urbanism is in charge of management and protection of natural
resources, biodiversity and space of Montenegro. Environmental protection, care for clean air, water, land and
climate change, as well as the preservation of Montenegrin spatial heritage - are priorities of the Ministry.

Both the Ministry and the Environmental Agency were consulted during the preparation of the PAR Strategy
and the PFM Reform Programme and their recommendations are incorporated in both documents.

Since a Strategic Environmental Assessment (SEA), an Environmental Impact Assessment (EIA) or a Climate
Risk Assessment (CRA) were not required for any purpose during the development of the PAR Strategy and
of the PFM Reform Programme, no further actions were implemented.

Gender equality and empowerment of women and girls
As per OECD Gender DAC codes identified in section 1.1, this action is labelled as G177,
This Action will contribute to the Objective 4 of the EU gender equality strategy 2020-2025: Gender
mainstreaming and an intersectional perspective in EU policies, putting equal opportunities between men and
women as an integral part of its design, implementation, monitoring and evaluation.
Montenegrin Law on Gender Equality stipulates equal participation of men and women in all spheres of public
and private life, as well as the obligation of public bodies to assess and evaluate the impact of all decisions
and activities upon the position of women and men. For the first time, the Law on the Election of Councillors
and Deputies, with the amendments from 2011, defines quotas for the under-represented sex. A National
Gender Equality Strategy 2021-2025, together with an Action Plan for Gender Equality (APAGE) 2021-2022,
is under implementation. Within this framework. the Ministry for Human and Minority Rights, with support
of the OSCE Mission. has prepared a manual to assess the level of gender-mainstreaming in strategic
documents (assessed 26 strategics in total), which is a significant initial step towards policy development in
this field at the central and local level. Gender equality principles are also addressed in the Law on Civil
Servants and State Employees.
In 2021, Montenegro adopted for the first time a gender-responsive state budget by defining gender sensitive
performance indications and activities. The new PFM Reform Programme also addresses gender issues and
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includes gender indicators. The introduction of gender-responsive local policies. including gender-responsive
impact assessment of legislation and gender-responsive budgeting, is also worth noting.

A number of measures identified within the PAR Strategy and the PFM Reform Programme are focused on
promoting gender equality: development of a methodology for drafting Gender Equality Plans in all ministries.
implementation of a Gender Equality Plan in (at least) 3 pilot ministries, organization of gender equality
trainings for public administration employees, among others.

Responsibility for implementing gender mainstreaming will be system-wide and will stay at the highest levels
within the different stakcholders involved in the implementation of this Action. Adequate accountability
mechanisms for monitoring (such as specific predefined indicators) have been put in place and initial
identification of gender differences and disparities across all areas of activity will be supported.

Other considerations

PAR and PFM strategies are indirectly linked to the UN 2030 Agenda for Sustainable Development by
improving transparency, accountability and efficiency of Montenegrin public administration with regard to
citizens and business at both national and local level. Together, they contribute to the achievement of
Sustainable Development Goals 8, 5 and 16.

The MPA manages and monitor policies that affect the work and activities of non-governmental organizations.
A new Strategy for improving cooperation between State Administration and NGOs 2022-2026 was adopted
in 2022, The overall purpose is to ensure long-term, reliable and quality partnership between the state and
non-governmental organizations, thus creating quality public policies and improved services to citizens. The
new strategic document has 2 objectives: a) Improving the existing normative and strategic framework for
long-term partnership with non-governmental organizations in preparing public policies and providing
services to citizens, and b) strengthening the NGO sector as one of the state partners.

The participation of CSOs in decision-making processes is regulated by two government decrees that
introduces a legal obligation for the ministries to include NGOs and other representatives of civil society in
working groups for policy development. In addition, CSO consultation has become a legal obligation for most
public decision-making processes, despite shortcomings in its implementation. From this point of view, the
Strategy for Cooperation between State Administration and NGOs 2022-2026 is complementary to the new
PAR Strategy, by contributing to the achievement of three key objectives: 1) Efficient delivery of services
based on the citizens' needs 2) Strengthening of the data-based planning system leading to the creation of
sustainable policies and 3) Improvement of institutional coordination for more powerful policies.

3.4. Risks and Lessons Learned

Category Risks Likelihood | Impact Mitigating measures
- Complementary  assistance  focusing  on 1)
improving and making faster recruitment
Risk 1- procedures. including internal market 2) retention
S . olicies
s Lack of (human) resources for the ; ; Bey ; : . 5 )
Political . . . Medium High - Policy dialogue  focusing  on  merit-based
implementation of the PAR & R _ N Y
. recruitment  (need 1o reform  recruitment
PEFM strategies ; ) p Gl
commillees. recruitment made on the basis of
well-delined competence frameworks at all levels.
link with academia and traineeship programs)
- Capacity  building  for dircet  and  indirect
Risk 2: beneficiaries ol budgel support
Lack of sufficient knowledge of - Complementary assistance [ocusing on
budget support as an instrument coordination and monitoring the implementation
get supp g
. and of administrative capacities . . of the PAR and PFM strategies
Political ? : Medium High ; . ] ; o
to follow up the programme in - Establishment of a Budget Support Steering
line ministries and at NAO committee. If relevant. this will be done in
(National Authorising Officer) coordination with other ongoing budget supports.
level. in order to optumize efforts in the common
eligibility areas (PFM and budge transparency)
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NB this was dralted prior o the st ol the Russian Azgression m Ukiune which represents aowider pohineal risk,

lL.essons Learned:

The implementation of the previous PAR Sector Budget Support programme put in evidence some

important lessons learnt:

1. A Sector Budget Support programme can be a useful tool when used correctly and efficiently. The
modality has clear advantages over the project approach. although being a complex tool. When the
budget support modality 1s not applied as intended, however. some of the key benefits might not be
obtained.

Designing and implementing a Sector Reform Performance Contract 1s a learning experience. While

the overall performance of previous PAR budget support was satisfactory, it is clear that it is still a

relatively new modality of mmplementation in Montenegro and it is likely to take several

programmes to fine-tune its formulation and implementation.

3. Inthe previous PAR sector Budget Support, much weight was given to the Complementary Support.
While this was of clear benefit for the beneficiaries, on the other hand the high number of contracts
caused the use of additional efforts and burden which was placed on the management structures and
the beneficiaries to manage all such projects at once.

4. Some clements of the Budget Support modus operandi should apply and be better respected,
especially concerning the role of the Ministry of Finance and the channelling of EU funds into the
national budget.

5. When designing a budget support operation. it is important to ensure that all the indicators chosen
in relation to variable tranches disbursement are achievable, realistic and within the competence of
the government entity tasked with the action. Key Performance Indicators should relate to policy
formulation and implementation, avoiding indicators that may be conditioned by political processes.
When the institution leading the Budget Support programme is not in complete control or does not
have substantial influence over the implementing entities. it can easily result in under-performance
and non-disbursement of funds. This noted the project logic which outlines the need within the
boundaries of a sector. Therefore, if relevant, all triggers linked to legislation are rightly taken into
consideration, as well as outcomes and even impact.

6. Incentives to support and implement reforms are important, both from the EU to partner countries
and within the Government. Entities that do not benefit from Budget Supports inputs (either through
state budget funds or complementary support) will tend to disconnect or not participate in tulfilling
Budget Support objectives and related activities, even if these bodies are supposed to play an
important role.

7. Consequences of government and institutional changes (and instability) can be disruptive in terms
of the operation of budget support programmes. Institutional stability is key for any programme or
project but budget support is more sensitive to changes in the heart of the entities and change can
negatively affect policy processes and key policy targets.

8. When an implementing entity is new to budget support, external support in monitoring and reporting
on performance can be useful. Specific knowledge of EU Budget Support guidelines and experience
with other programmes in the sector can complement and reinforee the tasks of public officials. It
would be helpful to use technical assistance to work with the beneficiary and advise and guide them
on preparing for the variable tranche disbursements.

1
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3.5. Indicative Logica

1 Framework Matrix



Results

Results chain

S
%

~ Indicators

‘Baselines

‘Targets by the end
of the budget
support contract

Sources of data

2026
Ti‘} maximize !\-I]nmcnugm's development Global [
impact on the national cconomy and ensure i i
Indicative Impact | better quality of life for the citizens by creating Compelitiveness
of the policy a well-functioning, digital and accessible public Global competitiveness index 4.0 60.8/100 (2019) 622 Report

administration ¢fficiently serving the needs of
its citizens and the cconomy

Expected
Outcomes of the
policy

The general objective is to ensure better quality
oflite for citizens by creating a well-functioning
and aceessible public administration — with the
the  public  adminisuation  strengthened  in
accordance with the EU-SIGMA Principles of
Public Administration

- Strategic Framework of PAR

- Policy development and co-ordination
- Public service and human resource
management

- Accountability

- Service delivery

- Public financial management

-.0.5(2021)*
(2021)

L}
IR S N N R ]
o e e WD

SIGMA monitoring

reports

Induced Outputs

Efficient serviee delivery based on the need of
citizens and cconomy implemented

Number of institutions with introduced
quality management system

5 by 2024
15 by 2026

Credible strategic policy planning system
in place

% of strategic documents linked to the
annual/programme budgets

50% by 202477

100% by 20267%

Delegation ol Authority principle widely

used in public bodies

% of mimistries delegating financial
management and internal control to senior
management in accordance with the relevant
Decree

8,3% (2021)

50% by 2024
80% by 2026

Improved transparency of public finances

Qualitative indicator

None

- Mid-year and
annual budget
performance report
produced, including
gender indicators
(by 2024)
Macro-fiscal
guidelines (MTBF)
include medium-
term (programme-
based) policy
information. non-

'

PAR anual
moniorng report
External evaluation
reporton PAR
Strategy
SIGMA monttoring
report
Budget execution
report
Reports from
international
comimunity
NGOs Reports

2 Average score of SIGMA indicators per sector, as per SIGMA Monitoring report 2019 for Montenegro
27 Data will report how many of the strategic documents are gender-mainstreamed
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** Data will report how many of the strategic documents are gender-mainstreamed
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financial
performance
information and
expenditure plans

Public administration based on talented,
competent and skilled employees

Average no. of candidates per public
advertisement

Average no. of candidates for competition

4.8 (2020)

2.14 (2020)

7 (2024), 9 (2026)*

4 (2024), 6 (2026)"

Improved public investment management
system

Share of projects for which a cost-benefit
analysis is done according to the new
methodology

0 (2021)

At least 50%
compared to the
baseline (2024)

At least 90%
compared to the
baseline (2026)

Direct Outputs

Financial allocation of national resources
for the PAR Strategy and PFM Reform
Programme implementation

- Mentoring and reporting of the two
strategic documents linked and
strengthened

- Technical specifications for the
Complementary support actions
developed

- External evaluations conducted

Financial amount distributed through the SBS
(fixed and variable tranches)

Mechanisms and track record on the level of
implementation of PAR Strategy and PFM
Reform

Number of tenders for complementary actions
successfully  developed  and
contracts signed

Number of external evaluations conducted

number  of

MPA and MoF have
established a
mechanism for track
records on the
implementation  of
strategic documents

0

30 mil EUR

Continued wood
tracks record on the
implementation of the
two stralegic
documents
At least 2 TAs
prepared

at least 2 external
evaluations

conducted

Commission report
Dishursement note on
the SBS
National monitoring
reports on PAR and
PEM
Ixternal evaluation
report

M,

M)

w7

* Data will be gender-disaggregated
Data will be gender-disaggregated




4. IMPLEMENTATION ARRANGEMENTS
4.1. Financing Agreement

In order to implement this action. it is envisaged to conclude a financing agreement with Montenegro.

4.2. Indicative Implementation Period

The mndicative operational mimplementation penod of this action, during which the activities described m
section 3 will be carried out and the corresponding contracts and agreements implemented, 1s 72 months from
the date of entry into force of the financing agreement. Extensions of the implementation period may be agreed
by the Commission’s responsible authorising officer by amending this Financing Decision and the relevant
contracts and agreements.

4.3. Implementation of the Budget Support Component
4.3.1. Rationale for the Amounts Allocated to Budget Support

The amount allocated for the budget support component is EUR 10 S00 000, and for complementary support
is EUR 3 500 000. These amounts are based on the estimated cost of the PAR Strategy 2022-2026 and PFM
Reform 2022-2026, which is in total EUR 52 250 000 (EUR 23 750 000 for PAR and EUR 28 500 000 for
PFM). The amounts are proportional to the budgetary allocations for the first three years of implementation
(EUR 11 967 330 for the PAR Strategy)®'.

The policy planning process was aligned with the budget planning process. Specifically, the Action Plans for
the implementation of the PAR Strategy and the PFM Reform Programme 2022-2024 are reflected in the state
budget for 2022 and for the following two years, according to a mid-term perspective.

Complementary support will be implemented via direct and indirect management based on technical assistance
projects, allowing for better control on timing and coordination of the assistance. It will aim to strengthen
assumptions and mitigate risks in the implementation of both strategies, so to tacilitate the achievement of the
results/indicators under the budget support component.

4.3.2. Criteria for Disbursement of Budget Support

a) Conditions

The general conditions for disbursement of all tranches are as follows:

- Satisfactory progress in the implementation of the PAR Strategy and PFM Reform and continued
credibility and relevance thereof or of the subsequent policy:

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

- Satisfactory 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. timely, comprehensive,
and sound budgetary information.

' The estimated cost for the first three vears of implementation of the PFM Reform Programme is under definition
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b) Specific conditions tor the disbursement of the fixed tranche (year N).
Where feasible the counter signature of the Financing Agreement will be considered as the request to disburse
the fixed tranche in year N.

¢) The performance indicators for disbursement that may be used for variable tranches may focus on the
following policy priorities:

~ Efficient service delivery based on the need of citizens and economy implemented
~ Credible strategic policy planning system in place

~ Delegation of Authority principle widely used in public bodies

~ Improved transparency of public administration and public finances

~ Public administration based on talented. competent and skilled employces

~ Improved public investment management system

The chosen performance indicators and targets to be used for the disbursement of variable tranches will apply
for the duration of the action.

d) Modifications

The chosen performance indicators and targets to be used for the disbursement of variable tranches will apply
for the duration of the action. However, in duly justified cases, the partner country and the Commission may
agree on changes to indicators or on upward/downward revisions of targets. Such changes shall be authorised
in writing ex-ante, at the latest at the end of the first quarter of the period under review applicable to the
indicators and targets.

In exceptional and/or duly justified cases, for instance where unexpected events, external shocks or changing
circumstances have made the indicator or the target irrelevant and could not be anticipated, a variable tranche
indicator may be waived. In these cases, the related amount could either be reallocated to the other indicators
of the variable tranche the same year or be transferred to the next variable tranche the following year (in
accordance with the original weighting of the indicators). It could also be decided to re-assess an indicator the
following year against the original target, if there was a positive trend and the authorities did not reach the
target because of factors beyond their control. The use of this provision shall be requested by the partner
country and approved in writing by the Commission.

¢) Fundamental values

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.

4.3.3. Budget Support Details

Budget support is provided as direct untargeted budget support to the national treasury.



4.4. Methods of implementation

The Commission will ensure that the EU appropriate rules and procedures for providing financing to third
parties are respected. including review procedures, where appropriate, and compliance of the action with EU
restrictive measures™™.

4.4.1. Direct Management (Procurement)

One Procurement Contract will contribute to achieving the objective and the results specified under Objective
2. Credible strategic policy planning system in place, Objective 3. Delegation of Authority principle widely
used in public bodies and Objective 4 - Improved transparency of public administration and public finances.

A second Procurement Contract will contribute to achieving the objectives and the results specified under
Objective 1. Lfficient service delivery based on the need of citizens and econoniy and under Objective 5. Public
administration based on talented, competent and skilled employees.

If the procurement contracts as mentioned above cannot be implemented due to circumstance outside of the
Commission’s control, these parts of the Action can be implemented in indirect management with an
International Organization or with a Member State Organization.

4.4.2 Indirect Management with an international organisation

A part of this Action may be implemented in indirect management with the Centre of Excellence in Finance
(CEF, Ljubljana). This implementation entails support to monitoring and coordination of the PAR and PFM
Strategy at all levels; advice and assist for the resolution of main bottlenecks in the implementation of the
strategies, especially where enhanced coordination among different institution is necessary; support donors’
coordination in PAR and PFM areas; increase internal and external visibility and communication of the
reforms.

The envisaged entity has been selected using the following criteria:

e Technical experience in all main PFM and PAR areas;

o Recognized capacity to assist. coach and advise national authorities in the coordination and
implementation of structural reforms in the PFM and PAR sectors at all levels;

e (Capacity to coordinate with similar activities at regional level;

e Capacity to interface and coordinate with different donors;

e (apacity to ensurc the ownership and political buy-in of national authorities involved in the
implemented reforms:

e Transparency and absence of contlict of interest

These activities will provide horizontal support for the achievement of all objectives of this Action and, more
in general, of the PAR and PFM strategies. Moreover, it will contribute to mitigate one of the main risks
identified for the implementation of the strategies, namely capacities constraints for monitoring and
coordination.

In case the envisaged entity would need to be replaced, the Commission’s services may select another
replacement entity using the same criteria. It the entity 1s replaced, the decision to replace it needs to be
Justified.
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[t negotiations with the above-mentioned entity fail. that part of this action may be implemented with another
entity under indirect management with international organisation or in direct management in accordance with
the implementation modalities identified in section 4.4.1.

4.4.3 Changes from indirect to direct management (and vice versa) mode due to exceptional
circumstances (one alternative second option)

If the procurement contracts as mentioned under section 4.4.1 above cannot be implemented due to
circumstance outside of the Commission’s control. these parts of the Action can be implemented in indirect
management with an International Organization or with a Member State Organization.

[f the Indirect Management with an international organization as explained under section 4.4.2 above cannot
be implemented due to circumstances outside of the Commission’s control, this part of the Action can be
implemented n direct management via a procurement contract.

4.5. Scope of geographical eligibility for procurement and grants

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

The Commission’s authorising officer responsible may extend the geographical eligibility on the basis of
urgency or of unavailability of services in the markets of the countries or territories concerned, or in other
duly substantiated cases where application of the eligibility rules would make the realisation of this action
impossible or exceedingly difficult (Article 28(10) NDICI-Global Europe Regulation).

4.6. Indicative Budget

EU contribution
(amount in EUR)

Indicative Budget components

cf. section 4.4.4

Budget support — cf. section 4.3 10 500 000

Methods of implementation — cf. section 4.4

Outcome 1 composed of:

Complementary assistance — cf. section 4.4: -3 500 000
Indirect management with an international organization — 725;){)()

Procurement — total envelope under section 4.4.3

2800 000

Evaluation — cf. section 5.2
Audit — cf. section 5.3

[
|
|
|

will be covered by another
Decision

| Communication and visibility — cf. section 6

included in complementary

assistance
Contingencies N.A.

| Total

14 000 000
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4.7. Organisational Sct-up and Responsibilities

Lead institutions in this Action will be the Ministry of Public Administration and the Ministry of Finance. The
relevant ministries will do coordination of institutions respectively involved in the Action.

The coordination of the SBS support action will be embedded in the already existing teams for the coordination
of the PAR Strategy and the PFM Reform. Members of this structure are also representatives of the main
institutions responsible for the implementation of the PAR Strategy and the PFM Reform programme.

A budget support steering committee will be established, so to allow stakeholders™ discussions and follow up
of specific technical issues related to this Action, especially the achievement of indicators. This will help carly
identification of bottlenecks and determination of possible corrective actions. Meetings will take place
quarterly or twice per year, upon decision of the steering committee members. Coordination with other any
other ongoing budget support programmes will be taken in due consideration.

The PAR Council, chaired by the Prime Minister of Montenegro, will provide support at the highest policy
and political level, by providing additional impetus for the implementation of activities related to the reform
of public administration and public finance. The Council will also report on the implementation of this Sector
Reform Performance Contract and, if necessary, it will discuss the mitigation of identified risks. Besides the
representatives of the competent national institutions, the Council members are the representatives of non-
governmental organizations. academic community and the Agency for Data Protection and Free Access to
Information, allowing additional inputs and suggestions for better implementation of this Budget Support
action.

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

5. PERFORMANCE MEASUREMENT

5.1. Monitoring and Reporting

The day-to-day technical and financial monitoring of the implementation of'this action will be a continuous
process, and part of the implementing partner’s responsibilities. To this aim, the implementing partner
shall establish a permanent internal, technical and financial monitoring system for the action and claborate
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
ol achievement of its results (Outputs and direct Outcomes) as measured by corresponding indicators,
using as reference the log-frame matrix (for project modality) and the partner’s strategy. policy or reform
action plan list (for budget support). The Commission may undertake additional project monitoring visits
both through its own staff and through independent consultants recruited directly by the Commission for
independent monitoring reviews (or recruited by the responsible agent contracted by the Commission for
implementing such reviews).

Roles and responsibilities for data collection, analysis and monitoring:

Managing PAR process implies effective coordination in its implementation and monitoring, as well as an
cfficient way of reporting on the results achieved in the implementation period. When it comes to
monitoring the process at the political level, the Public Administration Reform Council (PAR Council)
will provide support to both PAR and PFM reform processes at the highest level. At operational/technical
level, a Coordination team within the MPA (Directorate for Strategic Planning, International Cooperation
and IPA projects) was established, with the main purpose of monitoring the process of implementation of
the PAR Strategy and the relevant Action Plan. This coordination team consists of technical
representatives from all institutions implementing reform activities. In addition. contact persons for cach
strategic goal are identified, including for the area of optimization. Contact persons are responsible for
providing data on the level of implementation of indicators, and monitoring the implementation of the
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strategic objectives. These will also provide all necessary inputs (data statistics. reports, analysis. etc.) to
Coordination bodies.

Based on the previous experience and lessons learnt. at policy level separate Coordination bodies (with
high officials, managers and selected experts in different arcas as members) are cstablished for cach
relevant strategic thematic area. with the purpose to give impetus to the implementation of the strategy
and to support a more clficient reporting process. In addition, for exceptional issues of importance within
the Strategy. ad hoc experts” groups will be created, which would consist of experts from national
institutions, international organisations and/or prominent experts in relevant ficlds.

The statistical and monitoring systems as well as the quality of official data in the policy field covered
have been assessed. This assessment has fed into the design of the action as follows:



Proposed strategy coordination and monitoring structure:

PAR COUNCIL N

PAR ' d MINISTRY OF PUBLIC N
SECRETARIAT / ) \;‘\DM NISTRATION /J,"'
s ( S )
Fn:g;i:::iili:::j(l:ir(‘nfy l * Contact point for Optimization
hy
e ~
Coordination body i Ce
! b mtact point for strategic goal |1
Digitalization and Services i :
s ™ )
i o 2
Coordination body b- Contact point for strztegic goal 11 =
Transparency £,
. =
s 3 2
. CU“'IIi[“‘: ion body i . #— Contact point for strtegic goal 111 g
Organization and structure ol public <
w
=
@ =
S anrdmu_l o8 t?(]d*v e : ‘ Contact point for strategic goal 1V
Professionalization of public administration
P
Coordination body Contact point for strategic goal V \/
Strategic planning

NB this will also include the Ministry of Finance for the PFM focused activities.

The need to establish a PAR Secretariat stems from the experience of the previous PAR Strategy and from the
analysis of the work of the PAR Council so far. The Secretariat will improve the work of the Council by
contributing to the coordination and dialogue among all stakeholders involved in the public administration
reform process and by providing additional expertise and technical support for the improvement of public
administration work.
Monitoring will ensure regular collection and analysis of data on the achievement of goals and results during
the implementation of activities. The annual monitoring report, in accordance with the national “Methodology
for Policy Development, Development and Monitoring of the Implementation of Strategic Documents™, will
contain the following elements:

o Briel'introductory summary with general assessment of the implementation of the strategic document;

a  Specific values and fulfilment of result indicators (and performance indicators it available);

o Information on spent financial resources, in relation to the planned ones, with sources of financing;

o Identified challenges and recommendations for more efficient realization of goals:

o Changes. 1f'any. in the deadlines for achieving the goals;

o Gantt chart or other tabular presentation of achieved goals;
Various data sources will be used to create an objective report: data provided by relevant institutions,
government materials, reports on the implementation of the work program of institutions, interviews with
contact persons, focus groups with relevant parties, NGO materials, research and reports of international
organizations. The Monitoring report will be presented to the PAR Council and to the Government of
Montenegro for adoption.
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The Commission may undertake additional project monitoring visits both through its own staff and through
independent consultants recruited directly by the Commission for independent monitoring reviews.
Responsibilities for data collection. analysis and monitoring are on partner institutions when preparing the
Requests for tranches. while European Commission will conduct independent evaluation of the request itself.
The statistical and monitoring systems as well as the quality of official data in the policy field covered have
been assessed. This assessment has fed into the design of the action as follows: despite the Ministry of Public
Administration and. to less extend. the Ministry of Finance have established robust monitoring and reporting
systems, existing capacity constraints i terms of human resources requires mitigating measures aimed at
supporting monitoring and coordination of the strategies. This is due to the horizontal nature of the PAR and
PFM strategies and the involvement of a high number of institutions at central and local level. Mitigating
measures will take the form of complementary support to this Action.

5.2. Evaluation

Having regard to the nature of the action, a mid-term evaluation will be carried out for this action or areas of
support via independent consultants contracted by the Commission. It will be carried out for problem solving
and learning purposes, in particular with respect to the continuous relevance of indicators and ongoing
complementary assistance.

The evaluation of this action may be performed individually or through a joint strategic evaluation of budget
support operations carried out with the partner country, other budget support providers and relevant
stakeholders.

The Commission shall inform the implementing partner at least 2 months in advance of the dates envisaged
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 partner country
and other key stakeholders following the best practice of evaluation dissemination®’. The implementing
partner and the Commission shall analyse the conclusions and recommendations of the evaluations and, where
appropriate, in agreement with the partner country, jointly decide on the follow-up actions to be taken and any
adjustments necessary, including, i1f indicated, the reorientation of the action.

5.3. Audit and Verifications

Without prejudice to the obligations applicable to contracts concluded for the implementation of this action,
the Commission may. on the basis of a risk assessment, contract independent audit or verification assignments
for one or several contracts or agreements.

6. COMMUNICATION AND VISIBILITY

Visibility of EU funding and communication about objectives and impact of actions are a legal obligation for
all projects funded by the EU. as set out in the EU communication and visibility requirements in force. In
particular, the recipients of EU funding shall acknowledge the origin of the EU funding and ensure its proper
visibility by:

e providing a statement highlighting the support received from the EU in a visible manner on all
documents and communication material relating to the implementation of the funds, including on an
official website and social media accounts. where these exist; and

e promoting the actions and their results by providing coherent, effective and proportionate targeted
information to multiple audiences, including the media.

13 = , . \ . .
T See best practice of evaluation dissemination
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Visibility and communication measures shall be implemented. as relevant. by the national administrations (for
instance. concerning the reforms linked to EU budget support). entrusted entities. contractors and grant
beneficiaries. Appropriate contractual obligations shall be included. respectively, in financing agreements,
delegation agreements. and procurement and grant contracts.

The measures shall be based on a specific Communication and Visibility Plan, established and implemented
i line with the EU communication and visibility requirements in force. The plan shall include, nter alia. a
communication narrative and master messages for the action, customised for the various target audiences
(stakcholders, civil society, general public, etc.)

Visibility and communication measures specific to this action shall be complementary to the broader
communication activities implemented directly by the European Commission services and/or the EU
Delegations and Offices. The European Commission and the EU Delegations and Offices should be fully
informed of the planning and implementation of the specific visibility and communication activities, notably
with respect to the communication narrative and master messages.

7. SUSTAINABILITY

This Action is based on the reform goals, specific objectives and activities of the national PAR and PFM
strategies 2022-2026. As one of three key pillars for the EU accession process, progress in good governance
is supported by Montenegro’s clear political determination towards the EU integration and by strong policy
dialogue at all levels.

Sccondly, a well-structured national policy-level coordination will focus not only on the effective
implementation of PAR and PFM policies but also on the allocation of sufficient funding in the annual and
multi-annual national budgets, so to ensure that policy gains are not only credible but also sustainable in the
mid-term.

Moreover, a number of actions implemented under the PAR and PFM reform will contribute to the
sustainability of reform results, namely an improved capacity of policy making and implementation, a
progressive transition towards programme-based budgeting and a performance-based monitoring and
evaluation system.
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APPENDIX FOR BUDGET SUPPORT: DISBURSEMENT ARRANGEMENTS, CONDITIONS AND PERFORMANCE INDICATORS

1. Responsibilities

In accordance with the provisions of the Financing Agreement, the authorities of the partner country send a formal request to the Commission for
the disbursement of cach tranche in accordance with the timetable below. The request must include: (i) a full analysis and justification for payment
of the funds, with the required supporting documents; (ii) a financial information form, duly signed, to facilitate the payment.

2. Indicative disbursement timetable

Country fiscal year and Year 1 (2023) Year 3 (2025) Year 3 (2027) Total in
uarterly breakdown MEUR

e QL | Q2 [ Q3 [ Q4 | QL [ Q2 | Q3 [ Q4 | Q1 [ Q2 | Q3 | o4

Fixed tranche m MEUR 3.5 3.5

Variable tranche in MEUR 3.5 3.5 | 7

Total in MEUR 3.5 3.5 35 10.5




3.

The general conditions set out in the table below apply to the disbursement of all tranches and all tranche release requests must be supported by all
appropriate and up-to-date information and documents on the general conditions. In addition to the below verification sources, any other supporting

General conditions for the disbursement of all tranches

cvidence will be provided on request during the assessment.

General conditions for the release of all tranches

Area

General conditions

Verification source

' Public policy

Satisfactory progress in the implementation
of the PAR Strategy 2022-2026 with its
Action Plans and continued credibility and
relevance of that or any successor strategy.

Primary: Annual PAR Strategy and Action Plan implementation reports by
the government; annual reports of other implementing institutions according
to the Action Plans.

Secondary: EC annual country reports; EU-Montenegro PAR Special Group
conclusions/minutes; ~ SIGMA  monitoring  reports:  International
organisations’ assessments; reports of non-governmental organizations:
technical assistance reports.

Macroeconomic

stability

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

Primary: Government reports on implementation of the Economic Reform
Programme of Montenegro (ERP) and the Fiscal Strategy: Central Bank
publications.

Secondary: EC annual country reports; DG ECFIN assessments; IMF |
assessments, Economic and Financial Matters, Statistics Sub-committee

conclusions/minutes; ERP conclusions.

Public financial
management

Satisfactory progress in the implementation
of rctforms to improve public financial
management, including domestic revenue
mobilisation, and continued relevance and
credibility of the reform programme.

Primary: Annual PFM Reform Programme and Action Plan monitoring |
reports by the government; annual reports of other implementing institutions |

according to the Action Plan; State Audit Institution reports.

Secondary: EC annual country reports: EU-Montenegro PFM Dialogue |
y rey g g
assessments: |

conclusions/minutes; SIGMA monitoring reports; IMF
technical assistance reports; reports of non-governmental organisations:
PEFA.

Budget
transparency
oversight

and

Satisfactory progress with regard to the
public availability of accessible, timely,

Primary: Budget law; budget / financial statements; budget execution reports; |

Citizens” Budget; reports by parliament’s public account committee; State

Audit Institution Reports; annual PFM Reform Programme and Action Plan |
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information

comprehensive,

and sound budgetary

monitoring report by the goveriiﬁﬁént; annual 1'(-:p;rts of nthcr_.iﬁm]cm_c;'n-fi_n"g;_z
institutions.

Secondary: Open Budget
conclusions/minutes; SIGMA
governmental organisations.

PFM
reports  of

Index:
monitoring

EU-Montenegro Dialoguc

reports: non-

4. Specific conditions for the disbursement of individual tranches

Not applicable.

5. Modalities for variable tranche calculation and disbursement

The performance indicators described hereafter apply to the calculation of the share of variable tranches to be disbursed. Tranche release requests

must be supported by all appropriate information and documents on the performance indicators. Indicators are described in detail in section 6,

Summary table of the variable tranche performance indicators

Indicator

Year 1

Target with their amount/weighting

Year 3

Target with their amount/weighting

I. Number of institutions with At least 5 institutions At least 15 institutions
introduced quality management | (compared to the baseline) 20 % (compared to the baseline) 20 v
system ready for certification with introduced quality 76{} UE}}O with introduced quality 760 (J{“}(}
procedure management system ready management system ready
for certification procedure for certification procedure
2 a1 ® ot o ~ <1t 0 = .
2. Sl]clIL of strategic documents | At least S0% of adopted ; At least 80% of adopted i
III'I}(CCI to the programme hudgc[s strategies have their Action 15% 4 q 153%
o : s strategies have their =
Plan’s budget linked to the 525000 Action Plan’s bude . 525 000
national programme budget as ghian rlan"sihyeget |

/5(’4’/



per Methodological Guide for
costing governmental
strategies by the Regional
School of Public
Administration (ReSPA)

linked to the national
programme budget.

3. Share of ministries delegating
financial ~ management  and 15% 150,
internal ~ control  to  senior | At least 50% of ministries Mo At least 80% of ministries coe [
, : 525 000 525 000
management in accordance with
the relevant Decree _
4. Improved transparency of public Macro-fiscal guidelines
finances (medium-term budgetary
Mid-year and annual budget frameworks - MTBF)
performance reports 15% include medium-term 15%
produced and published, 525 000 programme-based policy 525 000
including gender indicators information, non-financial
performance information
and expenditure plans
5. Average no. of cligible
candidates per advertisecment and Public advertisements: 7 20% Public advertisements: 9 20%
per competition Public competitions: 4 700 000 Public competitions: 6 700 000
6. Share of capital projects for At least 50% out of the
which there is a cost-benefit total number of capital
: . ; Approval of the new 7 : il
analysis done in accordance with . " projects included in the -
the new methodolog IEthadicey 1o: cost: Lo annual state budget with W
&Y benefit analysis in line with 525000 il 525 000
: : cost-benefit analysis
the best international :
developed according to the
standards
new methodology
100% 100%
3 500 000 3500 000




Scoring range: Each indicator will be scored according to the following range:

Implemen]tatmn Payment rate Progress achieved
rate
i 0 0 No or insignificant progress
ii 0.2-04 0.4 Limited progress
i 0.4 -0.6 0.6 Significant but partial
progress
iv 0.6 -0.8 0.8 target partially met
v 0.8-1.0 ; 1.0 target fully met
| |
. F

Once each indicator has been assessed and a performance score has been attributed to each of them, the amount of the variable tranche to be
disbursed will be determined by adding up the scores of the six indicators according to the respective value and weights of indicators.

The assessment of performance indicators may require carrying out external reviews or data verification exercises to inform disbursement decisions
and to contribute to strengthening the policy monitoring framework and national statistical systems.
Once the disbursement has taken place, the funds corresponding to the undisbursed share of the variable tranche will be decommitted and where

possible returned to the country’s multi-annual indicative programme according to the applicable rules. Under exceptional circumstances. they may
also be re-allocated to the complementary support component of the contract.

" A different compliance rate is applied under indicator 6 as detailed in the indicator documentation sheet below
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6. Description of the performance indicators and targets used for the disbursement of variable tranches

The disbursement of variable tranches will be contingent on the achievement of the targets set for each of the following performance indicators. as
per the following indicators fiches:

Indicator no. 1 Quality management system

| Full title

Number of institutions with introduced quality management system

Bascline for year (

Oasaf 2023
Source: Government reports

Target for year 3

At least 5 institutions with introduced quality management system ready for certification.

Period under review or indicative date of completion for an action/reform: 1/01/2024 -31/12/2024

EUD Assessment (not related to the payment?) will be delivered by 30/06/2024 for the year (2023) based on the government
report.

Source(s) of verification and expected date of transmission to the Commission: Government reports: 15/04/2024; 15/04/2023
If applicable, specify what will be considered partial completion for pariial payment: please refer 1o a scoring range

Amount attached: 700 000 EUR

Target for year 5

At least 15 institutions with introduced quality management system ready for certification.

Period under review or indicative date of completion for an action/reform: 1/01/2026 -31/12/2026

EUD Assessment (not related to the payment) will be delivered by 30/06/2026 for the year (2025) based on the government
report.

Source(s) of verification and expected date of transmission to the Commission: Government reports, 13/04/2026; 15/04/2027
If applicable, specify what will be considered partial completion for partial payment: please refer to a scoring range

Amount attached. 700 000 EUR

Indicator features

 Years ‘not related to payments” will be covered by EUD assessments on the basis of information received from the national authorities. This is to ensure a regular policy

dialogue along the milestones proposed herein, monitoring and take mitigation measures should the implementation of the targets not follow the expected pace
(over/under-achievement).
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Indicator type

oulpur

SDG marker

Indicate the SDG(s) to which the indicator refers most directly (no more than 3 SDGs):

16. Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and build effective,
accountable and inclusive institutions at all levels

5. Achieve gender equality and empower all women and girls

8. Promote sustained, inclusive and sustainable economic growth, full and productive employment and decent work for all

Purpose

Indicate the purpose code covered by the indicator (5 digit code as per the OECD-DAC Creditor Reporting System)
150 — Government and Civil Society

15110 — Public sector policy and administrative management (50%)
15111 - Public finance management (PFM) (50%) ]

Relevance/reference  to
country’s public policy

Relevance to country policy to demonstrate alignment with partner’s objectives (including the exact reference in the public policy
when possible): PAR Strategy 2022-2026, (PAR Strategic goal 2. Citizens and businesses use quality public services; Operational |
goal 2.1. More efficient service delivery and introducing quality management of the services provided - Introduction of systemic |
measuring of public services users’ satisfaction is a priority, with the purpose to receive feedback based on which measures for
improving service delivery could be undertaken and institutions and processes quality management system established, which
wauld lead to end result of improving the quality of services delivered to end users and optinization of processes within authoritics,
Work processes standardization within overall public administration, creation of service catalogue and administraiive procedures
hook, high quality maintenance and managing of registries in possession of institutions and connecting of registries shall be the
continuation of development of eServices for key life events for the needs of citizens and businesses, while simplifving burcaucratic
and lengthy procedures).?

Relevance to the intervention logic of the operation and to the policy dialogue priorities: Linked to the Induced output no 1. of
the intervention logic. Linked to the PAR Special group conclusion no 1. Montenegro will continue to implement the Public
Administration Reform Strategy 2022-2026 in accordance with the Action Plan 2022-2023, using coordination mechanisms at the |
political and administrative level including all relevant actors’.

Definition and calculation

Formula (e.g. numerator and denominator for a ratio) or definition as per government's official documents; NA

Measurement unit (e.g. %, national currency, km, others): Calculation will be made based on the number of the institutions ready
for certification (Ministry, Agency, local self-governments and similar) in a sense that even if certification is relevant only for the
part of the institution (unit) it will be calculated as one. In cases, where in one institution several departments (units) are relevant

" PAR Stralegy 2022-2026, page 64

“ PAR Special group meeting held on 07. Cclober 2022
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and ready for certification this will be also counted as one. To reach the target for year 3, five (3) institutions need to be rcad)_-: for |
certification. To reach the target for year 5, fifteen (15) institutions need to be ready for certification (this number will not comprise

5 institutions that will be a target for year 3).

Disaggregation

Availability of disaggregated data for the analysis e.g. by sex, geographic area or population groups: NA

Data collection and
publication

Departmeni(s) in charge of data collection, processing, analysis and publication: Ministry of Public Administration. (Dircctorate

for Strategic Planning, International cooperation and IPA funds).

Usual publication periodicity, timeliness or delays observed in the past: Annual

e

Data quality

Data quality and assurance gathered in this respect (e.g. assessment mission carried out; recent diagnostic of national and/or

sector statistical and monitoring systems; national strategy to strengthen statistical systems)

Statistical weaknesses affecting data quality, if any (e.g. precision; confidence interval; expected coverage; completeness,

independence): The quality of the data will be addressed at the time of the reporting against the government reports.

Mitigating measures in case of statistical weaknesses or insufficient data quality (e.g. capacity building: planned external review

or data verification exercises, independent source of data by other domestic bodies or civil sociely)
Conclusions dravn accordingly for the interpretation of the indicator or the setting of respective targets: NA

Risks  or  exogenous
factors

Risks and/or exogenous factors that might affect the achievement and/or the assessment of the target

Mitigating measures considered accordingly. When quality systems are introduced, official certification may come at a later

stage (external process that does not depend on the beneficiaries). Political instability affecting the efficiency of the public
administration,

| Additional considerations

NA

Indicator no. 2 Strategic programming

IFull title

Share of strategic documents linked to programme budgets

Baseline for year (

Baseline: 0 as of 2023

| Sorrce: Government reports

Target for year 3

| At least 50% of adopted strategies have their Action Plan’s budget linked to the national programme budget as per
| Methodological Guide for costing governmental strategies by the Regional School of Public Administration (ReSPA).

.4/{/



Period under review or indicative date of completion for an action/reform: 2023 (from the date of the contract signature) and
1/01/2024 -31/12/2024

EUD Assessment (not related to the payment) will be delivered by 30/06/2024 for the year (2023) based on the government
report.

Source(s) of verification and expected date of transmission to the Commission; Government reports: 15/04/2024; 15/04/2025
If applicable, specify what will be considered partial completion for partial payment: please refer to a scoring range

Amount attached: 525 000 EUR

Target for year 5

At least 80% of adopted strategies have their Action Plan’s budget linked to the national programme budget as per
Methodological Guide for costing governmental strategies by the Regional School of Public Administration (ReSPA).
Period under review or indicative date of completion for an actionsreform: 1/01/2025 -31/12/2026

EUD Assessment (not related to the payment) will be delivered by 30/06/2026 for the year (2025) based on the government
report.

Source(s) of verification and expecied date of transmission to the Commission: Government reports, 15/04/2025, 15/04/20206:

15/04/2027
Ifapplicable, specify what will be considered partial completion for partial payment. please refer to a scoring range
Amount attached: 525 000 EUR

Indicator features

Indicator type

ouipt

SDG marker

Indicate the SDG(s) to which the indicator refers most directly (no more than 3 SDGs) :

16. Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and build effective,
accountable and inclusive institutions at all levels

8. Promote sustained, inclusive and sustainable economic growth, full and productive employment and decent work for all

Purpose

Indicate the purpose code covered by the indicator (3 digit code as per the OECD-DAC Creditor Reporting System)
150 — Government and Civil Society

15110 — Public sector policy and administrative management (50%)
15111 - Public finance management (PFM) (50%)

Relevance/reference
country’s public policy

to

Relevance to country policy to demonstrate alignment with partner’s objectives (including the exact reference in the public policy

when possible): PFM Reform Programme 2022-2026; PAR Strategy 2022-2026 — Strategic objective 3. Professional public |
administration, Operational objective 3.1. Efficient HR planning system based on identified needs, depoliticization and improving |

human resources recruitment procedure and further digitalization of civil service system - HR plans shall be connected to budaet |
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planning in the forthcoming period and negotiations led in the process of developing Law on Budget proposal with a view to create
obligatory better strategic planning for state authorities.”

Relevance to the intervention logic of the operation and to the policy dialogue priorities: Linked to the Induced output no 2, of the
intervention logic. Linked to the PAR Special group conclusions — 2. The public administration reform strategy will be fully
connected with the budget process and will be reflected in the structure of program budgeting for 2023; conclusion 3. Montenegro
will take steps to ensure strong links between the policy planning and budgeting processes through appropriate regulatory
frameworks and inter-institutional coordination and cooperation and conclusion 7. 7. Montenegro will take steps to improve the
preparation of annual personnel plans and ensure their compliance with the budget.

The Methodological Guide for costing governmental strategies by the Regional School of Public Administration dates [rom 2018
and is publicly available under the following address:
https://www.respaweb.ew/download/doc/Methodological+Guide+for+Costing+of+Government+Strategies.pdf/eD04al ade06b1 1
6311998d9298693b06.pdf

Definition and calculation

Compliance rate: (adopted strategies that have their Action Plan’s budget linked to the national programme budget as per
Methodological Guide divided by all adopted strategies during the review period)*100

Disaggregation

Availability of disaggregated data for the analysis e.g. by sex, geographic area or population groups: NA

Data collection and
publication

Department(s) in charge of data collection, processing, analysis and publication: General Secretariat of the Government and
Ministry of Finance (State Budget Directorate)
Usual publication periodicity, timeliness or delays observed in the past: Annual

Data quality

Data quality and assurance gathered in this respect (e.g. assessment mission carried out; recent diagnostic of national and/or
sector statistical and monitoring systems, national strategy to strengthen statistical sysiems)

Statistical weaknesses affecting data quality, if any (e.g. precision; confidence interval; expected coverage; completeness:
independence): The quality of the data will be addressed at the time of the reporting against the government reports.

Mitigating measures in case of statistical weaknesses or insufficient data quality (e.g. capacity building, planned external review
or data verification exercises; independent source of data by other domestic bodies or civil society)
Conclusions drawn accordingly for the interpretation of the indicator or the setting of respeciive targers: NA

Risks  or  exogenous
factors

Risks and/or exogenous factors that might affect the achievement and/or the assessment of the target
Mitigaring measures considered accordingly. Political instability affecting the efficiency of the public administration,

Additional considerations

[ NA

" PAR Strategy 2022-2026, page 81




Indicator no. 3 Delegation of financial management and internal control

Full title

relevant Decree

Share of ministries delegating financial management and internal control to senior management in accordance with the

Baseline for year 0

Bascline: 8,3% of the Ministries as of 2023
Source: Government reports

Target for year 3

At least 50% of ministries

Period under review or indicative date of completion for an action/reform: 1/01/2024 -31/12/2024

EUD Assessment (not related to the payment) will be delivered by 30/06/2024 for the year (2023) based on the government
report.

Source(s) of verification and expected date of transmission to the Commission: Governiment reports: 15/04/2024; 15/04/2025
If applicable, specify what will be considered partial completion for partial payment: please refer to a scoring range

Amount attached: 523 000 EUR

Target for year 5

At least 80% of ministries

Period under review or indicative date of completion for an action/reform: 1/01/2026 -31/12/2026

EUD Assessment (not related to the payment) will be delivered by 30/06/2026 for the year (2025) based on the government
report.

Souwrce(s) of verification and expected date of transmission to the Commission: Government reports, 15/04/2026; 15/04/2027
If applicable, specify what will be considered partial completion for partial payment: please refer to a scoring range

Amount attached: 525 000 EUR

Indicator features

Indicator type

ouipi

SDG marker

Indicate the SDG(s) to which the indicator refers most directly (no more than 3 SDGs) :

accountable and inclusive institutions at all levels

5. Achieve gender equality and empower all women and girls
8. Promote sustained, inclusive and sustainable economic growth, full and productive employment and decent work for all

1 6. Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and build effective,

Purpose

Indicate the purpose code covered by the indicator (3 digit code as per the OECD-DAC Creditor Reporting System)

| 150 — Government and Civil Society

—yr



15110 — Public sector policy and administrative management (30%)
15111 - Public finance management (PFM) (50%)

Relevance/reference to
country’s public policy

Relevance to country policy to demonstrate alignment with partner’s objectives (including the exact reference in the public policy
when possible): PFM Reform Programme 2022-2026 and PAR Strategy (2022-2026) — Strategic goal 1 Citizen-oriented
organisation and operation of the public administration, Operational objective 1.1 Functional public administration with efTicient
oversight of its operation and application of the managerial accountability concept - Accountability will be the primary, measurahle
and concrete value for the work of each individual and institution in public administration. In the framework of this objeciive,
external and internal control and oversight systems should be improved, including managerial accountability mechanisms. To
improve performance, public administration managers should delegate authority and enable all managers in an organisation to
make decisions, manage finances and accomplish goals falling within their scope of competence.

Relevance to the intervention logic of the operation and to the policy dialogue priorities: Linked to the Induced output no 3. of the
intervention logic . Linked to the PAR Special Group conclusion no 9. “Montenegro will take steps to ensure effective lines of
responsibility in public administration and improve the delegation of authority, with the aim of decentralizing decision-making in
state administration when appropriate”.

The Decree referred to in the indicator is a Decree on transfer of financial management tasks linked to internal controls in the
public sector (no 079/20 0f 02.08.2020).

Definition and calculation

Formula (e.g. numerator and denominator for a ratio) or definition as per government’s official documents; NA
Measurement unit (e.g. %, national currency, ki, others); Unit

Disaggregation

Availability of disaggregated data for the analysis e.g. by sex, geographic area or population groups: NA

Data collection and
publication

Departmeni(s) in charge of data collection, processing, analysis and publication: Ministry of Finance (Central Harmonisation
Unit). Ministry of Public Administration
Usual publication periodicity, timeliness or delays observed in the past: Annual

Data quality

Data quality and assurance gathered in this respect (e.g. assessment mission carrvied out; recent diagnostic of national and/or
sector statistical and monitoring systems; national strategy io strengthen statistical systems)

Statistical weaknesses affecting data quality, if any (e.g. precision; confidence interval; expecied coverage: completeness:
independence): The quality of the data will be addressed at the time of the reporting against the government reports.

Mitigating measures in case of statistical weaknesses or insufficient data quality (¢.g. capacity building; planned external review
or data verification exercises, independent source of data by other domestic bodies or civil society)
Conclusions drawn accordingly for the interpretation of the indicator or the setting of respective targers: NA

Risks  or  exogenous
factors )
Additional considerations

Risks and/or exogenons factors that might affect the achievement and/or the assessment of the target
Mitigating measures considered accordingly. Political instability affecting the efficiency of the public administration

NA




Indicator no. 4 Transparency of public finances

Full title

Level of transparency of public finances

Baseline for year 0

Baseline: 0
Source: Government reports

Target for year 3

Mid-year and annual budget performance report produced, including gender indicators

Period under review or indicative date of completion for an action/reform: 1/01/2024 -31/12/2024

EUD Assessment (not related to the payment) will be delivered by 30/06/2024 for the year (2023) based on the government
report.

Souree(s) of verification and expected date of transmission to the Commission: Government reports; 15/04/2024; 15/04/2025
If applicable, specify what will be considered partial completion for partial payment: please refer to a scoring range

Amount attached: 525 000 EUR

Target for year 5

Macro-fiscal guidelines (MTBF) include medium-term (programme-based) policy information, non-financial performance
information and expenditure plans

Period under review or indicative date of completion for an action/reform: 1/01/2026 -31/12/2026

EUD Assessment (not related to the payment) will be delivered by 30/06/2026 for the year (2025) based on the government
report.

Source(s) of verification and expected date of transmission to the Commission; Government reports, 15/04/2026; 15/04/2027
If applicabie, specify what will be considered partial completion for partial payment: please refer to a scoring range

Amount attached: 525 000 EUR

Indicator features

Indicator type

auipuf

SDG marker

Indicate the SDG(s) to which the indicator refers most directly (no more than 3 SDGs) :

16. Promole peaceful and inclusive societies for sustainable development, provide access to justice for all and build effective.

accountable and inclusive institutions at all levels

5. Achieve gender equality and empower all women and girls
8. Promote sustained, inclusive and sustainable economic growth, full and productive employment and decent work for all

Purpose

Indicate the purpose code covered by the indicator (5 digit code as per the OECD-DAC Creditor Reporting Svstem)

150 — Government and Civil Society




b

15110 — Public sector policy and administrative management (50%)
15111 - Public finance management (PFM) (50%)

Relevance/reference  to
country’s public policy

Relevance to country policy to demonstrate alignment with partner’s objectives (including the exact reference in the public policy
when possible) PEM Reform Program 2022-2026 - Pillar no I Budget Transparency 2 - Operational goal 3.4 Reporting on budget
execution (Objective 3.4.1 - Creation and publication of transparent annual and periodic reports on budget execution and Objective
3.4.2 - Preparation of annual and periodic reports on the performance of the budget) Trough PFM RP 2022-2026 further activities
are envisaged on improvement of budget transparency following the adoption of Montenegrin first Citizen Budger during 2022.
Relevance to the intervention logic of the operation and to the policy dialogue priorities: Linked to the Induced output no 4. of the
logical framework.

Definition and calculation

Formula (e.g. numerator and denominator for a ratio) or definition as per government's official documents; NA
Measurement unit (e.g. %, national currency, km, others): Unit

Disaguregation

Availability of disaggregated data for the analysis e.g. by sex, geographic area or population groups: NA

| Data  collection  and
publication

Department(s) in charge of data collection, processing, analysis and publication: Ministry of Finance (State Budget Directorate)
Usual publication periodicity, timeliness or delays observed in the past: Annual

Data quality

| Conclusions drawn accordingly for the interpretation of the indicator or the setting of respective targets;, NA

Data quality and assurance gathered in this respect (e.g. assessment mission carried out; recent diagnostic of national and/or
sector statistical and monitoring systems; national strategy to strengthen statistical systems)

Statistical wealknesses affecting data quality, if any (e.g. precision, confidence interval; expected coverage; compleieness;
independence): The quality of the data will be addressed at the time of the reporting against the government reports.

Mitigating measures in case of statistical weaknesses or insufficient data quality (e.g. capacity building; planned external review
or data verification exercises; independent source of data by other domestic bodies or civil society)

factors

Additional considerations

Risks  or  exogenous |
| the efficiency of the public administration.
| Mittgating measures considered accordingly, None

Risks and/or exogenous factors that might affect the achievement and/or the assessment of the targer: Political instability alfecting

NA

Indicator no. 5 Recruitment to public service
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Full title

Average no. of eligible candidates per public advertisement and per public competition that apply for a vacancy

Baseline for year 0

Baseline: Public advertisements: 4.8, Public competitions: 2.14
Source: Government reports

Target for year 3

Average no. of candidates per public advertisement and per public competition increased to:

Public advertisements: 7. Public competitions: 4

Period under review or indicative date of completion for an action/reform: 1/01/2024 -31/12/2024

EUD Assessment (not related to the payment) will be delivered by 30/06/2024 for the year (2023) based on the government
report.

Source(s) of verification and expected date of transmission to the Commission: Government reports: 15/04/2024; 15/04/2025
If applicable, specify what will be considered partial completion for partial payment: please refer (o a scoring range

Amount attached: 700 000 EUR

Target for year 5

Average no. of candidates per public advertisement and per public competition increased to:

Public advertisements: 9. Public competitions: 6

Period under review or indicative date of completion for an action/reform: 1/01/2026 -31/12/2026

EUD Assessment (not related to the payment) will be delivered by 230/06/2026 for the year (2025) based on the government
report.

Source(s) of verification and expected date of transmission to the Commission: Government reports, 15/04/2026; 15/04/2027
If applicable, specify what will be considered partial completion for partial payment: please refer to a scoring range
Amount attached: 700 000 EUR

Indicator features

Indicator type

oupil

SDG marker

Indicate the SDG(s) to which the indicator refers most directly (no more than 3 SDGs).

1 6. Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and build effective,

accountable and inclusive institutions at all levels

5. Achieve gender equality and empower all women and girls
8. Promote sustained, inclusive and sustainable economic growth, full and productive employment and decent work for all

Purpose

Indicate the purpose code covered by the indicator (5 digit code as per the OECD-DAC Creditor Reporting Svstem)
150 — Government and Civil Society

5110 — Public sector policy and administrative management (30%)

| 15111 - Public finance management (PFM) (50%)

Relevance/reference 1o
| country’s public policy

Relevance to country policy to demonstrate alignment with pariner's objectives (including the exact reference in the pubfic poficy
when possible) PAR Strategy 2022-2026, Strategic goal 3. Professional public administration, Operational objective 3.1. Efficient




| HR planning system based on identified needs, depoliticization and improving human resources recruitment procedure and further

| digitalization of civil service system - Average number of candidates applied to advertisements continues to be low or even abseit
Jor candidates that apply for specialized job, Public administration salaries are not attractive for persons with university diplomas
Jor specialized areas as these are higher outside of the state sector. Employment procedures are long, mainly due to the fact that

the decision on selection must be delivered to all applied candidates (pursuant to LAP provisions) and afier this starts the time

weriod available for appeals. Possibility for candidates to apply to advertisements and competitions electronicallv is not available |
; 1} Y P! ] 3

which would enable candidates’ easy access to applying and submitting necessary documentation. Therefore, procedure for
applying and selecting candidates needs to be improved with introduction of electronic application and documentaiion for

candidates applving to advertisements and competitions and organize promotion activities with the purpose to encourage public |

administration employment and attract qualified personnel. °

Relevance to the intervention logic of the operation and to the policy dialogue priorities: Linked to the Induced output no 5. of

the logical framework. Indirectly linked to the PAR Special group meeting’s conclusion no 6. Montenegro undertakes to amend
the Law on Civil Servants and State Employees, and after that to amend the Law on Local Self-Government in accordance with
that law.

Definition and calculation

Formutla (e.g. numerator and denominator for a ratio) or definition as per government's official documents; NA
Measurement unit (e.g. %, national cuirency, kim, others): Unit

Disaggregation

Availability of disaggregated data for the analysis e.g. by sex, geographic area or population groups: NA

Data collection and
publication

Department(s) in charge of data collection, processing, analysis and publication: Ministry of Public Administration (Directorate
for Strategic Planning, International Cooperation and IPA Funds)
Usual publication periodicity, timeliness or delays observed in the past: Annual

Data quality

Data quality and assurance gathered in this respect (e.g. assessment nission carried out; recent diagnostic of national and/or

sector statistical and monitoring systems, national strategy to strengthen statistical systems)

Statistical weaknesses affecting data quality, if any (e.g. precision; confidence interval; expected coverage: compleicness;
independence): The quality of the data will be addressed at the time of the reporting against the government reports.

Mitigating measures in case of statistical weaknesses or insufficient data quality (e.g. capacity building; planned external review
or data verification exercises, independent source of data by other domestic bodies or civil society)

Conclusions drawn accordingly for the interpretation of the indicator or the setting of respective taraeis: NA

Risks or  exog

factors

ous

=
]

Risks and/or exogenous factors that might affect ihe achievemeni and/or the assessment of the target: The indicator is a composed |

indicator. Each sub-indicator counts for 1/2 of the total value and has to be assessed separately (1. average no. of candidates per
public advertisement 2) average no of candidates per public competition).

- Mitigating measures considered accordingly. NA

“ PAR Strategy 2022-2026, page 81



F\ddilional considerations | NA

Indicator no. 6 Capital projects management

Full title

Share of capital projects for which there is a cost-benefit analysis done in accordance to the new methodology

Baseline for year 0

Baseline: 0
Source: Government reports

Target for year 3

Approval of the new methodology for cost-benefit analysis in line with the best international practices

Period wnder review or indicative date of completion for an action/reform: 2023 (from the date of the contract signature) and
1/01/2024 -31/12/2024

EUD Assessment (not related to the payment) will be delivered by 30/06/2024 for the year (2023) based on the government
report.

Source(s) of verification and expected date of transmission to the Commission: Government reports: 15/04/2024; 15/04/2025
If applicable, specify what will be considered partial completion for partial payment: please refer 1o a scoring range

Amount attached: 525 000 EUR

Target for vear 5

At least 50% out of the total number of capital projects included in the annual state budget with cost-benefit analysis developed
according to the new methodology

Period under review or indicative date of completion for an action/reform: 1/01/2025 -31/12/2026

EUD Assessment (not related to the payment) will be delivered by 30/06/2026 for the year (2025) based on the government

| report.

Source(s) of verification and expected date of transmission to the Commission: Government reports, 15/04/2026; 15/04/2027
If applicable, specify what will be considered partial completion for partial payment. please refer to a scoring range

| Amount atached: 525 000 EUR

Indicator features

Indicator type

ot

SDG marker

Indicate the SDG(s) to which the indicator refers most divectly (no more than 3 SDGs) :

16. Promote peaceful and inclusive societies for sustainable development, provide access to justice for all and build clTective,
accountable and inclusive institutions at all levels
8. Promote sustained, inclusive and sustainable economic growth, full and productive employment and decent work for all

Purpose

Indicate the purpose code covered by the indicator (3 digit code as per the OECD-DAC Creditor Reporting System)
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150 — Government and Civil Society

5110 — Public sector policy and administrative management (50%)
3111 - Public finance management (PFM) (50%)

Relevance/reference to
' country's public policy

Sully adhered to, undermining the impact of public investments. A comprehensive reform approach is needed for the capital

Relevance to country policy to demonsirate alignment with partner’s objectives (including the exact reference in the public policy
when possible): PFM Reform Program 2022-2026, objective 1.4 Public investment management - There is a lot of room for
fmprovement in project planning and assessment, especially in better identification of fiscal risks associated with capital projects.
In the assessment it is highlighted that a strong PIM framework in Montenegro is of key importance 1o ensure that the capital
mvestments provide the highest return to the country but also implies that good practices included in the framework are not being

budgeting system, including regulatory framework and IT support for the development, management, accounting and monitoring
of capital projecis.

Relevance (o the intervention logic of the operation and to the policy dialogue priorities: Linked to the induced output no 6. to the
logical framework. Linked to the PFM dialogue of 6 October 2022.

Defmition and calculation |

Formula (c.g. Target year 3: the approval of the new methodology will trigger full payment. Preliminary steps leading 1o its
approval (but not final and official) will irigger no payment.

Target vear 5: Compliance rate: (value to be achieved/ivalue achieved)* 100
A compliance rate of 30% to 89% will trigger partial payment of the amount allocated
A compliance rate of 90% and above will trigger the full payment of the amount allocated

Disaggregation

Availability of disaggregated data for the analysis e.g. by sex, geographic area or population groups: NA '

Data  collect
publication

ion and

Departmeni(s) in charge of data collection, processing, analysis and publication: Ministry of Finance (State Budget Directorate)
Usual publication periodicity, timeliness or delays observed in the past: Annual

| Data quality

| Data quality and assurance gathered in this respect (e.g. assessment mission carried out; recent diagnostic of national and/or |

Statistical weaknesses affecting data quality, if any (e.g. precision; confidence interval; expected coverage; completeness;
independence): The quality of the data will be addressed at the time of the reporting against the government reports.

Mitigating measures in case of statistical weaknesses or insufficient data quality (e.g. capacity building; planned external review
or data verification exercises, independent source of data by other domestic bodies or civil socicty)

|

|

|

l
sector statistical and monitoring systems, national strategy to strengthen statistical systems)

|
Conclusions drawn accordingly for the interpretation of the indicator or the setting of respective targets: NA

Risks or
factors

€X0genous

Risks and/or exogenous factors that might affect the achievement and/or the assessment of the target: The methodology is not yel |
in place. Political instability affecting the efficiency of the public administration




Mitigating measures considered accordingly. NA

Additional considerations

NA
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THIS ACTION IS FUNDED BY THE EUROPEAN UNION

ANNEX .3
of the annual action plan in favour of Montenegro for 2022

Action Document for the EU Integration Facility (EUIF)

ANNUAL ACTION PLAN

This document constitutes the annual work programme in the sense of Article 110(2) of the Financial
Regulation, and annual and multiannual action plans and measures in the sense of Article 8 of IPA 111
Regulation and Article 23 of NDICI - Global Europe Regulation.

1. SYNOPSIS

1.1. Action Summary Table

Title Action Document for the EU Integration Facility
Annual Action Plan in favour of Montenegro for 2022
OPSYS ACT-60881/JAD.1003560
Basic Act Financed under the Instrument for Pre-accession Assistance (IPA I1I)
Team Europe No
Initiative

Zone benefiting from

The action shall be carried out in Montenegro
the action

Programming

[PA III Programming Framework
document

PRIORITY AREAS AND SECTOR INFORMATION

Window and Window 2: Good governance, EU Acquis alignment, good neighbourly
thematic priority relations and strategic communication
Thematic Priority 2: Administrative capacity and acquis alignment
Sustainable SDG 16: Promote peaceful and inclusive socicties for sustainable development,
Development Goals provide access to justice for all and build effective, accountable and inclusive
(SDGs) institutions at all levels
SDG 17: Strengthen the means of implementation and revitalize the global
partnership for sustainable development
DAC code(s) 15110
Main Delivery 12000 — Recipient government
‘hannel
¢ 12001 — Central Government
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Markers ' General policy objective Not targeted | Significant Principal
(from DAC form) ' objective objective
| Participation development/good | [ O
' governance
‘ ' Aid to environment O I = O
- Gender equality and women’s O | X O
and girl’s empowerment
i Trade development X O ]
| Reproductive, maternal, new- O] U
| born and child health
Disaster Risk Reduction X J L]
Inclusion of persons with m ]
Disabilities
Nutrition X O O
RIO Convention markers Not targeted | Significant Principal
objective objective
Biological diversity X O O
Combat desertification X Ul O
Climate change mitigation U B Ul
Climate change adaptation O X O
Internal markers Policy objectives Not targeted | Significant Principal
objective objective
Connectivity O B4 O
Digitalisation (I O
Migration O O
Covid-19 ] X O
_____ i ~ BUDGET INFORMATION -
Amounts concerned | Bydget line: 15.020101.01
Total estimated cost: EUR 8 720 000
Total amount of EU budget contribution EUR 8 720 000
MANAGEMENT AND IMPLEMENTATION
Implementation Project Modality
modalities (type of
financing and Direct management through:
management mode) | Grants, twinning grants and procurement
Indirect management with UNDP, UNICEF, UNOPS and entity(ies) to be
sclected 1n accordance with the criteria set out in section ()
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Relevant priorities
and flagships from the
Economic and
Investment Plan for
the Western Balkans
[only for the Western
Balkans]

Final Date for the
conclusion of
Financing Agreement

Priorities: ~“Transport™. ~“Encrgy™. “Green Agenda™, “Digital Transition™,
“Innovation Agenda™, “Human Capital Development™, “Common Regional
Market and Economic Integration™, “Governance, Rule of Law. PAR™

Flagships: "1 Connect East-West™, I Connect North-South™, ~III Connect
Coastal Regions”, IV Renewable Energy. “V Coal Transition™. “VI
Renovation Wave™, “VII Waste and Waste Water “VIII Digital Infrastructure™,

“IX Support Competitiveness™, “X Youth Guarantee™

At the latest by 31 December 2023

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

3 years following the date of conclusion of the Financing Agreement, with the
exception of cases listed under Article 114(2) of the Financial Regulation

Indicative
|operational
implementation]
|eligibility] period

72 months following the conclusion of the Financing Agreement

Final date for
implementing the
Financing Agreement

12 years following the conclusion of the Financing Agreement

J




1.2. Summary of the Action

The EUIF 15 a flexible mechanism that will contribute to increasing the effectiveness of IPA
[11. and management modes. including direct management by the European Commission and
indirect management with entrusted entities, will be available. The decision on which mode to
use will be made on a case-by-case basis with due regard to the management capacities of the
beneficiary mstitution.,

This Action will focus mainly on technical support and capacity building related to the EU
accession process and 1t should ensure the eftectiveness and impact ot actions financed through
IPA funds.

The EU Integration Facility shall provide flexible support to the national authorities aimed at
addressing specific needs identified in the course of the implementation of IPA 111 (and IPA 11
to a lesser extent). but it may also be used in ad-hoc circumstances where EU assistance is
required and/or suggested or in case of a crisis.

Although there have been 33 chapters opened, the gradual closing of negotiation chapters is a
process that requires considerable effort. These efforts will include both human and financial
resources and therefore the EU Integration Facility will be used to address some of the
challenges in these chapters identified during the negotiation process. Coordination of the
accession process and management of EU funds is present and visible in the administration
structure, but it still needs support. While a series of institutional building actions were
undertaken within the previous IPA programmes, the capacities of line ministries and state
agencies would need additional building.

In addition, the Action aims at providing flexible support to the Ministry of European Affairs

and line ministries in addressing specific needs identified in the course of implementation of

EU assistance — IPA 111, supporting the accession negotiation process, and reinforcing the
institutional capacities for managing the accession process and EU funds. This objective will
be achieved through the capacity building interventions, preparation of well-targeted, mature
and good quality actions or sector documents, preparation of tender documentation or other
preparatory studies or through the implementation of activities that will ensure the effective
and timely implementation of IPA programmes. Evaluation of IPA Il and IPA 111 actions may
also be financed. Some needs related to the negotiation process not addressed in the rest of the
programme could also be addressed.

2. RATIONALE

2.1. Context

The specific objective of IPA 111 in the area of administrative capacity and acquis alignment is
to bring policies and legislation n line with the EU policies and the EU acquis and to build
administrative capacity to fully and effectively implement sector policies and the adopted
legislation, building the ability of beneficiaries to take on the obligations of membership as
well as the digitalisation efforts. This objective constitutes a crosscutting priority and
complements administrative capacity-building under other Windows in line with the sector
approach.

AL gy



&y

With regards to public finance management reform, the Government of Montencgro adopted
the Public Finance Management Reform Programme 2016-2020 on 3 December 2015. The
Programme defines the key reform plans in this arca, aimed at increasing responsibility and
cnsuring reliable financial management. by improving economy, effectiveness and efficiency
m public resources management. PEFA assessment, concluded in December 2019, shows
mixed performance across different PFM processes and institutions. Fundamentals of the PFM
system are in place and core functions are performing at the higher end of the assessment
scores. These fundamentals and core functions relate to budget reliability. transparency of
budget and fiscal information, revenue mobilization and budget exccution, internal control and
internal audit (IA), external audit and parliamentary scrutiny and., to a certain extent,
accounting and financial reporting. On the other hand, more advanced elements of the PFM
system demonstrate room for further improvement and continued strengthening. Preserving
efficient and reliable fundamentals while developing additional capacity for advanced PFM
practices can enhance the management of public finances in the long run and contribute to the
country’s broader goals, such as economic growth and efficient public service delivery. Areas
for further improvement include the linkage between strategic plans and budget resources;
medium-term perspective in planning and budgeting; management of public investments,
assets, and fiscal risks; and meaningful performance measurement and evaluation.

2.2. Problem Analysis

AREA OF SUPPORT #1: Strengthening capacity of Montenegrin institutions for efficient
and functional programming, management and implementation of pre-accession
assistance

Short problem analysis:

Having in mind the scale of reforms necessary for accession and the available IPA funds, a key
challenge for Montenegro is to focus funds on strategic and mature interventions, while
efficiently leveraging national commitments and resource allocations to address the EU
accession priorities, ensuring that these are well targeted to achieve impact. In this respect, the
mstitutional structures for programming, implementation and monitoring need to be set up or
upgraded and appropriate coordination capacities need to be strengthened. Coordination of
the EU funds is present and visible in the administration structure, but it still needs support.
While a series of mstitutional building actions were undertaken within the previous IPA
programmes, the capacities of line ministrics and state agencies would need additional
building.

Description of main stakeholders:

The main stakcholders of the action would be line ministries, agencies and local self-
government, as well as all the relevant national bodies who are directly or indirectly involved
in the EU process or are benefiting from them in a sense of further building of their capacities.

AREA OF SUPPORT #2: Improving and communicating appropriately the process of
EU accession, sector reforms and policy dialogue.

Short problem analysis:

Montenegro applied for EU membership in December 2008 and was granted candidate status
in December 2010. In June 2012, following the endorsement by the European Council, the
accession negotiations with Montenegro were opened, marking the start of a more intensive
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phasc in the accession process. The screening process was completed in May 2014, when the
last screening report was processed by the Council. So far, all 33 negotiation chapters are
opened and 3 chapters are provisionally closed.

However, although there have been 33 chapters opened, the gradual closing of negotiation
chapters 1s a process that requires considerable effort. These efforts will include both human
and financial resources and therefore the EU Integration Facility should be used to address
some of the challenges in these chapters identified during the negotiation process. Coordination
of the accession process, transposition of the acquis and implementation of EU policies
are present and visible i the admimistration structure, but it still needs support. While a series
of institutional building actions were undertaken within the previous IPA programmes, the
capacities of line ministries and state agencies would need additional building.

Description of main stakeholders:

The main stakeholders of the action will be line ministries, agencies and local self-government,
as well as all the relevant national bodies who are directly or indirectly involved in the
accession negotiations or are benefiting from the process itself.

Complementarity with national strategies for areas of support #1 and #2:

Both areas of support will be implemented mainly according to Montenegro’s Programme for
accession to the EU 2021 - 2023, key IPA programming documents and overarching national
strategies. The accession programme identifies key prioritics for the accession process and
gives an overview of the progress achieved through all 33 chapters, including the strategic,
legislative and administrative framework. It is specially referring to the need for administrative
capacity building and engagement of employees for the jobs of importance for the European
integration process of Montenegro, primarily by redistribution of work, mobility within public
administration, as well as through the need for new employment. Along with this Program,
Montenegro’s main overarching strategies are also: Montenegro’s Development Directions
(2018-2021), Economic Reform Programme for Montenegro 2020-2022 and National Strategy
for Sustainable Development by 2030. In addition to these overarching strategic documents,
other sector and cross-sector strategies and action plans contribute to the strategic goals of the
government by defining more reforms that are specific and development objectives.

The Government of Montenegro adopted the National Strategy for Gender Equality for 2021-
2025 with the Action Plan for 2021-2022 and adopted the Final Report on the implementation
of the Action Plan for Achieving Gender Equality 2017-2021. The low level of gender equality
in Montenegro has been recognized as a central problem in this area, and in accordance with
that, the main strategic goal has been defined - to raise the level of gender equality in
Montenegro by 2025, by improving the implementation of the existing normative framework
and implementing measures that strengthen the capacity of institutional mechanisms to

implement legal provisions for protection against discrimination. Gender mainstreaming of

policies and programmes is an important mechanism for achieving the above-mentioned
strategic goal.

Taking into account the overall situation by areas of support, the assistance ot the action shall

be targeted and adjusted to the specific situation of the beneficiaries, taking into account further

ctforts needed to meet the EU membership criteria as well as their capacities. Assistance shall
be differentiated in scope and intensity according to needs, commitment to reforms and
progress in implementing those reforms.
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3. DESCRIPTION OF THE ACTION
3.1. Intervention Logic

The Overall Objective of this action is to contribute to the successful conduction of the process
of EU accession. including compliance with cohesion and structural funds related rules and
standards. The following outcomes and outputs will lead to this overall result/impact. The
Specific Objectives (Outcomes) of this action are:
I. Strengthening the capacity of Montenegrin institutions to carry out efficient and
functional programming. management and implementation of pre-accession assistance;
2. Improving and communicating appropriately the process of EU accession. sector
reforms and policy dialogue.

The Outputs to be delivered by this action contributing to the corresponding Specific
Objectives (Outcomes) are:

QOutput 1 related to Qutcome 1

1.1 Strengthening stakeholders’ cooperation, necessary capacities and systems allowing
further training and information in order to prolonge a sustainable EU integration process;

1.2 Improve administrative capacities and internal monitoring and control framework for
the management of the IPA and the national funds;

1.3 Ensure promotion of EUIF and managed unexpected situations;
1.4 Project preparation facility in place to ensure maturity of projects.

QOutput 1 related to Qutcome 2

2.1 Strengthening of the legislative and institutional capacities of Montenegrin
administration for transposition and implementation of the acquis, as well as
capacities for leading and carrying out the accession negotiations;

2.2 Support for mainstreaming of gender in policy dialogue, reforms and management of
[PA and national funds;

2.3 Increase compliance with relevant national strategies and EU directives in the
environment and climate action.

2.4 Increase visibility of the EU support to the country and raise the awareness of the
large public on the EU of pre-accession assistance;

2.5 Ensure promotion of EUIF and managing unexpected situations;

2.6 Support tor the reforms and active participation in different policy dialogues;

2.7 Support for the education reform and inclusion of vulnerable groups.

3.2. Indicative Activities
Activities related to Output 1

- additional strengthened stakeholders cooperation, necessary capacities and systems
allowing further training and information in order to prolonge sustainable EU
Integration process;

- improved administrative capacities and internal monitoring and control framework for
the management of the IPA and the national funds;

- promotion of EUIF ensured and management of unexpected situations;
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Activities related to Output 2

- additional strengthenmg of the legislative and mstitutional capacities of Montenegrin
administration for transposition and implementation of the acquis. as well as capacities
for Icading and carrying out the accession negotiations.

- to support mainstreaming of gender in policy dialogue. reforms and management of
IPA and national funds:

- support increased compliance with relevant national strategies and EU directives in the
environment and climate action.

- increase the visibility of the EU support to the country and raise the awareness of the
large public on the EU of pre-accession assistance;

- support for the reforms and active participation in the scctor policy dialogue.

- to favour activities related to education reform and inclusion of vulnerable groups
(including cooperation with UNICEF and UNOPS);

3.3 Mainstreaming

The EU Integration Facility reflects the European Union's longstanding commitment to address
environmental and climate change concerns and enhance sustainable development by
supporting the harmonisation with the EU acquis and implementation of the new legislation
under Chapter 27, as well as the alignment with the EU acquis in other linked chapters. In the
context of the European Green Deal', will require mainstreaming of the green agenda®. Some
examples include chapter 5 on public procurement introducing quality criteria such as respect
to the environment in the public purchase, chapter 11, under which the greening of the
agriculture will need to be addressed through the national policy on subsidies, or chapter 8 on
competition and state aid, encouraging state aid for green investments, chapter 20 on enterprise
and industrial policy, supporting a major shift to renewable energy, less polluting technologies,
etc. To further enhance the process of mainstreaming environment and climate change into the
integration process, support will be provided for the systematic application of Environmental
Impact Assessment, Strategic Environmental Assessment, and Climate Risk and Vulnerability
Assessment

Mainstreaming gender will be one of the outcomes of the programme, with specific activities
but also mainstreamed throughout the whole programme. Moreover, in order to better
mainstream gender in its external policies, the EU has adopted, since 2010, three successive
gender action plans GAP I, GAP II and GAP 111, the latter being currently implemented until
the end of 2025. GAP III is the EU instrument for promoting gender equality and women
empowerment in its external relations with third countries and international fora and
institutions, providing necessary guidance for the implementation of all EU external policies.

3.4 Risks and Lessons Learned

Category Risks | Likelihood | Impact Mitigating measures
(High/ (High/ 1I

| |
N | Medium/ | Medium/ |

' COM(2019)/640-The European Green Deal..
? As reflected in the Staff Working Document “Green Agenda in the Western Balkans™ (presented in October
2020 in parallel to the Economic and Investment Plan for the Western Balkans).
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Low) ' Low)

3 Risk I High | M M | The Government of
fluctuation of staff | Montenegro is committed to
working in  state | the implementation of staff
administration, retention  policy measures
particularly in the with the aim to reduce the
beneficiary staff turnover in the IPA
institutions structures  and its  further

strengthening in  the next
period.

2 Crisis and | M M By the time the action will be
unexpected implemented, the pandemic is
situations (such as expected to case. In any case,
Covid-19 or other social  distance and  all
global challenges) necessary preventive

measures will be in place in
order to ensure efficient
implementation of the action.

Lessons Learned:

The Project Preparation Facility (PPF), Support Measures Facility (SMF) and EU Integration
Facility funds under the previous IPA programmes have been both utilized for delivering short-
term assistance in designing effective strategic plans in different sector areas, often followed
by more detailed investment strategies; providing ad hoc support in particular chapters or future
areas of negotiation: supporting planning and programming of the EU funded actions by
assisting in stakeholder consultations; drafting the action documents and their annexes, and
drafting the tender documentation and support the evaluations for the implementation of the
EU funded actions. In the context of the preparation of [PA national programmes, it has become
clear that beneficiaries require assistance in developing programmes/actions and that it is in
particular necessary to provide a facility to enable limited support targeted specifically at the
design-preparation phase before larger scale funds are committed to less-well defined and
relatively high-risk actions. Regarding the implementation of the EU Integration Facility under
the IPA II, the experience shows that the beneficiary institutions are still relying in general on
the IPA “project approach™. Having this in mind, it is necessary to further draw attention to the
importance of the “'sector approach™ or approach according to thematic windows and to make
sure that the action proposals from the potential beneficiary institutions are also contributing
to the development of the respective sectors.
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In the previous financial framework. the EU Integration Facility proved to be very etficient in
delivering ad-hoc. urgent and needed help for the country. especially during the COVID-19
pandemic. This role of the EUIF should be extended in the future to react to emerging needs

not previewed in regular programmes.
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3.5 Indicative Logical Framework Matrix

! Results Results chain: Main Indicators Baselines Target Sources of Assumptions
:! expected results - 2022 2023 data
i
Progress in accession to the
To successfully conduct the EU. At least 7
process of EU accession, Montenegro has opened 33 n chapters ‘ o
; ) : : s 53 L Commission
Impact including compliance with (out of 33 chapters) and the hanters provisionally Rt
cohesion and structural funds progress is measured by the 0]")15]6 d closed :
related rules and standards number of provisionally
closed chapters
Financing
Agreements
[.1 Level of absorption of EU Commission
funds improved Report Ensured .
. .| (contracting and disbursement IPA adequate  staff
Ix The capacity ol 5 :
T e S rate) Monitoring for state
Montenegrin institutions for . : By o : -
- R It will be | It will be | Committee administration
efficient and  functional . . . . )
; 1.2 Financial management | determined | determined | Reports '
Outcome 1 programming, management e :
A ; and control systems at a later | at a later | NIPAC Annual | Macrocconomic
and implementation of pre- .
. : operate smoothly (number of | stage stage reports and
accession assistance : o e 5 : S
major audit findings and audit Action political
strengthened. ——
error rate) progress stability 1s
reports maintained
1.3 % of EU funds contracted Monitoring and
evaluation
reports
2:1. Number of Financing The continued
2. The process of EU |recommendations from EC | It will be It willbe | Agreements - commitment of
Outcome 2 accession, sector reforms and | Country Report fulfilled determined | determined | Commission the Government
policy dialogue improved and at a later at a later Report structures to the
communicated appropriately. | 2.2. Implementation rate of stage stage IPA accession
the supported Sector/sub- Monitoring process

-
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sector Strategies (by measure
and/or priority);

2.3 Number of legislative acts

Committee
Reports

NIPAC Annual |
reports '

prepared in an | Action
imclusive and evidence-based | progress .
process and adopted in | reports i
compliance with the acquis. | Monitoring and |
- evaluation |
| reports |
| Sirensthsned 1.1.1  Number of project ‘
, . Dlrensthe proposals submitted under the .
stakcholders cooperation, EUIE: i
necessary  capacities  and ’ I
systems  allowing  further : 5 gm g :
e - .. | 1.1.2 Number of institutions -
traming and information in | . : ‘ |
Aot i he | 11 volved in project |
order to  prolong the | . | . .
. ¢ . implementation; |
sustainable EU integration Sufficiont .
Sufticiel .
I'0CESS; 5 . )
] ‘ 1.1.3 Ease of mobilising : interest on
i EUIE >
- : resources under the EUIF; ; . behalt of
1.2 Improved administrative | , - . ; implementation | ;
5 : Average length of project | It will be | It will be ' the public
capacities  and  internal g 4 ; ‘ reports - :
Output 1 monitorine  and  control launch (duration from | determined | determined Steerii ' bodies and
i . Cring | 3
related to Outcome 1 ——" ml% o e submission of project | at a later | at a later (‘ommiTt democratic
‘ 2 proposal until  contract | stage stage | institutions to
management of the IPA and siorature): Reports ¥ -
the national funds; e : Project reports il l ; :
implemen
: # EUIF Funds implementation projects .
1.3 Ensured promotion of | ; p_ : EF :
rate (EUIF Contracting and ,
EUIF and managed the| ,. ,
. disbursement rate); i -
unexpected situation. : !
| |
[ 4 P B [.1.4 Number and percentage I
' foject ~ preparation | . rojects completed |
facility ensured maturity of DrOJect: L |
roieels successfully/ results delivered i
projects. Number  of  documents ;
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adopted, Number of people
trained, Number of IT tools
put in use.

1.1.5 Number of tender
dossiers prepared and
published

Output 1

related to Outcome 2

2.1 The legislative and

institutional  capacities of

Montenegrin - administration
for transposition and
implementation of the acquis
strengthened, as well as
capacities for leading and
carrying out the accession
negotiations;

2.2 Mainstreaming of gender
in policy dialogue, reforms
and management of [PA and
national funds supported;

2.3 Increased compliance
with relevant national
strategies and EU directives
in the environment and
climate action supported;

2.4 The visibility of the EU
support to the country
increased and the awareness
of the large public on the EU

2.1.1 Number of legislative
acts prepared and adopted in
compliance with the acquis;

2.1.2 Degree of public
recognition of the EU support
(percentage of people
recognising the EU as the
main donor;

2.1.3 Implementation rate of
the Sector/sub-sector
Strategies (by measure and/or
priority);

2.1.4 Number of Reform
Priorities addressed with the
EUIF support.

determined | determined

Financing
Agreements
Commission
Report

IPA
Monitoring
Committee
Reports
NIPAC Annual
reports

Action

progress
reports
Monitoring and
evaluation
reports

EU integration
remains a |
government .
priority., which

entails a
continuous
high-
level  political
| commitment
[ to EU
| accession,

support for

the reforms and
active
participation in
the sector
policy dialoguc.

Macroeconomic |
and

political
stability 1s
maintained

- Key rcforms
(such as PFM.,
PAR, Judiciary)
arc well
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of pre-accession assistance
raised;

2.5 The promotion of EUIF
and managing unexpected
situations ensured;

2.6 The reforms and active
participation in the sector
policy dialogue supported,

2.7 The education reform and
inclusion of  vulnerable
groups are supported.

progressing

I
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4. IMPLEMENTATION ARRANGEMENTS
4.1. Financing Agreement

In order to implement this action, it is envisaged to conclude a financing agreement with
Montenegro.

4.2. Indicative implementation period

The indicative operational implementation period of this action, during which the activities
described in section 3 will be carried out and the corresponding contracts and agreements
implemented, is 72 months from the date of entry into force of the financing agreement.
Extensions of the implementation period may be agreed upon by the Commission’s responsible
authorising officer by amending this Financing decision and the relevant contracts and
agreements.

4.3. Methods of implementation

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

4.3.1. Direct Management (Grants)
a) Purpose of the grant

Potential grants would address all objectives and results of the action depending on the
specific request of the beneficiary.

In the case of twinning contracts, the result targeted would be to provide support to the
legislative and institutional capacities of the Montenegrin administration for
transposition and implementation of the EU acquis and capacities for leading and
carrying out the accession negotiations.

b) Type of applicants targeted — in more detail, including but not limited to essential
characteristics: the place of establishment

In the case of grants:

Legal entities, natural persons or groupings without legal personality, local authorities,
public bodies, and international organisations.

In the case of Twinning:

Applicants must be EU Member State administrations or their mandated bodies.

The global budgetary envelope reserved for grants: EUR 600 000.

Concerning change of the management mode in exceptional circumstances. see section
434



4.3.2. Direct Management (Procurement)

This Action shall provide capacity building mn programming and identification ol Sector
Support Programmes / Sector Support Actions / Sector Support Oriented Actions /Stand-alone
Actions to SWGs, line ministries and other stakeholders (other state bodies, independent
regulators, local governments, social partners, civil society, etc.). The programme shall support
the NIPAC Oftice to coordinate the overall process of EU integration, but it will simultancously
have an impact on the capacities and ownership of line ministries, working groups for specific
chapters, sector working groups and other stakeholders to carry out accession negotiations as
well as programming of EU assistance which will be thus better linked with the EU accession
process.

Procurement may also be used to respond to ad hoc/emergency responses.
The global budgetary envelope reserved for this modality is EUR 4 620 000.

Concenring change of the management mode in exceptional circumstances, see section 4.3.4

4.3.3. Indirect Management with - Member State Organisation, third donor
country, EU specialised (traditional/regulatory) agency, international
organisation

A part of this action may be implemented in indirect management with entities that will be
selected by the Commission services using the following criteria: nature of the action,
operational and technical capacity, value-added, transparency and absence of conflict of
interest. The implementation by these entities entails the activities deemed necessary to be
implemented under Indirect Management with a Member State Organisation, third donor
country or EU specialised agency or international organisation, or with an entity which will be
selected by the Commission’s services according to the previously defined criteria. This
modality will contribute to achieving the results mentioned above. Its use will depend on the
beneficiary's needs and requests.

In case the envisaged entities would need to be replaced, the Commission’s services may select
a replacement entity using the same selection criteria given above. If the entity is replaced the
decision to replace it needs to be justified.

If' negotiations with the above-mentioned entity fail, that part of this action may be
implemented i direct management in accordance with the implementation modalities
identified in sections 4.3.1.and 4.3.2.

A part of this action may be implemented in indirect management with the United Nations
Development Progreamme (UNDP). This implementation entails all activities related to OQutput
| of Outcome 2 point 2.2 Mainstreaming of gender in policy dialogue, reforms and
management of IPA and national funds supported. The envisaged entity has been selected using
the following criteria: nature of the action, operational capacity and value added of the entitiy.
Given the experience of UNDP for gender mainstreaming, UNDP will continue working with
the Government to implement the national strategy.
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A part of this action may be implemented in indirect management with the United Nations
Children’s Fund (UNICEF). This implementation entails activitics related to Output 1 of
Outcome 2 pomt 2.7 The education reform and inclusion of vulnerable groups are
supported. The envisaged entity has been selected using the following criteria: nature of the
action, operational capacity and value added of the entitiy. Given that UNICEF has finalised a
needs assessment of the Education sector in the country. the action will support the government
in the development of the education strategy, ensuring that the system is inclusive.

A part of this action may be implemented in indirect management with United Nations Office
for Project Services (UNOPS). This implementation entails activities related to Output 1 of
Outcome 1 point 1.4 Project preparation facility ensured maturity of projects. The envisaged
entity has been selected using the following criteria: nature of the action, operational capacity
and value added of the entitiy. In continuation of the expertise that will be provided under the
2018 programme, UNOPS will support the development of social sectors/judiciary with a focus
on ICT and infrastructure, and the development of mature project pipeline/programming
documents (PPF).

4.3.4. Changes from indirect to direct management (and vice versa) mode due to
cxceptional circumstances (one alternative second option)

In exceptional circumstances and upon authorization of the European Commission, changes
from indirect management as foreseen in sections 4.3.3 above to direct management as
described in sections 4.3.1 and 4.3.2 above mode are possible. Vice versa, if the procurement
and grant procedures as foreseen under sections 4.3.1 and 4.3.2 above cannot be implemented
due to circumstance outside of the Commission’s control, these parts of the Action can be
implemented in indirect management with Entrusted Entities.

4.4. Scope of geographical eligibility for procurement and grants

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

The Commission’s authorising officer responsible may extend the geographical eligibility on
the basis of urgency or unavailability of services in the markets of the countries or

territories concerned, or in other duly substantiated cases where the application of the eligibility
rules would make the realisation of this action impossible or exceedingly difficult (Article
28(10) NDICI-Global Europe Regulation).
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4.5. Indicative budget

Indicative Budget components

EU contribution Indicative third-
(amount in EUR) party
contribution, in
currency,

| identified
|
Budget support - cf. section 4.3 N.A. N.A.
Methods of implementation — cf. section 4.3 N.A 5
Outcome 1 Strengthening the capacity of Montenegrin 3100 000 N.A.
institutions for efficient and functional programming,
management and implementation of pre-accession
assistance composed of
Grants (direct management) — cf. section 4.3.1 300 000 N.A.
Procurement (direct management) — cf. section 4.3.2 800 000 N.A.
Indirect management with entrusted entities - cf. section 4.3.3 2 000 000 N.A.
QOutcome 2. Improving and communicating 5620 000 N.A.
appropriately the process of EU accession, sector reforms
and policy dialogue. composed of
Grants (direct management) — cf. section 4.3.1 300 000 N.A.
Procurement (direct management) — cf. section 4.3.2 3 820000 N.A.
Indirect management with entrusted entities- cf. section 4.3.3 1 500 000 N.A.
Indirect management with Montenegro N.A. N.A.
Grants — total envelope under section 4.3.1 600 000 N.A.
Procurement — total envelope under section 4.3.2 4 620 000 N.A.
Indirect management with international organisations- 3 500 000 N.A.
total envelope under section 4.3.3
Budgetary guarantee — the amount of annual provisioning N.A. N.A.
Evaluation — cf. section 5.2 will be covered by N.A.
Audit — cf. section 5.3 another Decision
Communication and visibility — cf. section 6 will be covered by N.A.
another Decision
Contingencies N.A. N.A.
Total 8 720 000 N.A.




4.6. Organisational Set-up and Responsibilities

Organisational set-up and responsibilities shall be defined in more detail by the Rules of
procedure for the functioning of the Steering Committee for the EU Integration Facility. The
Steering Committee shall be in principle composed of representatives of the NIPAC Office and
of the Delegation of the European Union to Montenegro. In case of implementation of available
funds under indirect management, representatives of the Directorate for Financing and
Contracting of EU funds (CFCU) in the Ministry of Finance will also be members of the
Steering Committee with voting right. The Steering Committee shall be responsible for:

o determining the eligibility and checking the quality of action proposals submitted to
NIPAC according to previously agreed and defined criteria;
approving the eligible actions for financing under the EU Integration Facility (EUIF):
regular overview of the state of play of implementation of the approved actions,
identification of implementation issues and providing recommendations for
overcoming them.

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

5. PERFORMANCE MEASUREMENT

5.1. Monitoring and Reporting

The day-to-day technical and financial monitoring of the implementation of this action will be
a continuous process, and part of the implementing partner’s responsibilities. To this aim, the
implementing partner shall establish a permanent internal, technical and financial monitoring
system for the action and elaborate regular progress reports (not less than annual) and final
reports. Every report shall provide an accurate account of the implementation of the action,
difficulties encountered, changes introduced, as well as the degree of achievement of its results
(Outputs and direct Outcomes) as measured by corresponding indicators, using as reference the
logframe matrix (for project modality) and the partner’s strategy, policy or reform action plan
list (for budget support). The Commission may undertake additional project monitoring visits
both through its staff and through independent consultants recruited directly by the
Commission for independent monitoring reviews (or recruited by the responsible agent
contracted by the Commission for implementing such reviews).

Roles and responsibilities for data collection, analysis and monitoring:

The performance and result monitoring arrangements are to be conducted by the Steering
Committee (SC) led by the beneficiary as the main relevant Institution for reporting and data
follow up. Strict collection of data should be done at intermediary points to compare initial
target indicators with achieved ones. A performance assessment framework to be defined by
the new MCI with the support of the TA for CB are to be followed up in line with the
mechanisms for monitoring. reviewing and evaluating progress on indicators in accordance
with the logframe matrix (as listed within this document).

5.2. Evaluation

Having regard to the importance of the action, a mid-term evaluation will be carried out for
this action or its components via independent consultants contracted by the Commission.
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It will be carried out for problem-solving, and learning purposes. in particular with respect to
informing future programming in the same sector.,

The Commission shall inform the implementing partner at least three months 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 111 beneficiary and other key stakcholders
following the best practice of evaluation dissemination. The implementing partner and the
Commission shall analyse the conclusions and recommendations of the evaluations and, where
appropriate, in agreement with the IPA III beneficiary, jointly decide on the follow-up actions
to be taken and any adjustments necessary, including, if indicated, the reorientation of the
project.

5.3. Audit and Verifications

Without prejudice to the obligations applicable to contracts concluded for the implementation
of this action, the Commission may be based on a risk assessment, contract independent audits
or expenditure verification assignments for one or several contracts or agreements.

6. COMMUNICATION AND VISIBILITY

Visibility of EU funding and communication about objectives and impact of Actions is a legal
obligation for all Actions funded by the EU, as set out in the EU communication and visibility
requirements in force.

In particular, the recipients of EU funding shall acknowledge the origin of the EU funding and

ensure its proper visibility by:

* providing a statement highlighting the support received from the EU in a visible manner
on all documents and communication material relating to the implementation of the
funds, including on an official website and social media accounts, where these exist; and

* promoting the actions and their results by providing coherent, effective and proportionate
targeted information to multiple audiences, including the media.

Visibility and communication measures shall be implemented, as relevant, by the public
administrations (for instance, concerning the reforms linked to EU budget support), entrusted
entities, contractors and grant beneficiaries. Appropriate contractual obligations shall be
included, respectively, in financing agreements, delegation agreements, and procurement and
grant contracts.

The measures shall be based on a specific Communication and Visibility Plan, established and
implemented in line with the EU communication and visibility requirements in force. The plan
shall include, inter alia, a communication narrative and master messages for the Action,
customised for the various target audiences (stakeholders, civil society, the general public. etc.)

Visibility and communication measures specific to this Action shall be complementary to the
broader communication activities implemented directly by the European Commission services
and/or the EU Delegation. The European Commission and the EU Delegation should be fully
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informed of the planning and implementation of the specific visibility and communication
activities, notably with respect to the communication narrative and master messages.

7. SUSTAINABILITY

Improved programming and capacities to utilise IPA III resources will have a direct impact on

advancing and accelerating accession negotiations with the EU, which is the ultimate goal of

the Government of Montenegro. Therefore, the Action will contribute to the progress and
sustainability of achieved results within the reforms of the process of accession to the EU,
supported by IPA 111

In addition, the sustainability will be ensured through the established coordination mechanisms
for programming and implementation of IPA 111, as well as through acquired skills of the state
administration in the programming of IPA 1 that will lead to the successful implementation
of projects and improved programming for next years. Specific knowledge on the preparation
of relevant documentation, both for programming and for implementation, gained through the
provision of expertise and/or training and coaching will ensure strengthened capacities. Having
in mind that NIPAC will have the overall responsibility for coordination of the IPA 111,
enhanced capacities of the NIPAC Office will have multiple impacts on the capacities of sector
working groups, but also of working groups for specific negotiation chapters, through direct
communication and coordination with the Secretariat of the Negotiation Group (which is part
of the MEA). Financial sustainability will be ensured through better programming of IPA 111
resources and this will enable utilisation of both IPA resources and State budget resources,
contributing to the financial sustainability of overall resources invested in reform and accession
processes.



ANNEX 1A - SUMMARY BUDGET TABLE

Programme Title: Annual action plan in favour of Montenegre for 2022
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IPA T Financing Agreement for Annual Programmes - Annex [1 - General Conditions (v. May 2022)

Part One: Provisions applicable to activities for which the IPA 111
beneficiary is the contracting authority under IMBC

Article 1 - General principles

(1) The purpose of Part One is to lay out the rules for implementing the entrusted budget-implementation

(2)

(3)

4)

tasks as described in Annex T and to define rights and obligations of the [PA 111 beneficiary and the
Commission respectively i carrying out these tasks.

Part One shall apply to the budget-implementation tasks entrusted to the IPA 11T beneficiary related to
the Union contribution alone, or combined with funds of the TPA 11T benceficiary or funds of a third
party, in case such funds are implemented in joint co-financing.

The IPA TIT beneficiary shall remain responsible for the fulfilment of the obligations stipulated in this
Financing Agrcement and m the Financial Framework Partnership Agreement (FFPA). In accordance
with Article 6. Article 18, Article 19 and Article 21, the Commission reserves the right to interrupt
payments, and to suspend and/or terminate this Financing Agreement.

The TPA TIT beneficiary shall respect the minimum rate of its contribution specified in Annex 1. In
casc of contributions from both the IPA 111 beneficiary and the Union. the IPA 111 beneficiary
contribution shall be made available at the same time as the corresponding contribution from the
Union.

For the purposc of the application of Article 25 of the FFPA on data protection, personal data shall
be:

- processed lawfully. fairly and mn a transparent manner in relation to the data subject;

- collected for specified, explicit and legitimate purposes and not further processed in a manner that
1s incompatible with those purposcs:

- adequate, relevant and limited to what is necessary in relation to the purposes for which they are
processed;

- accurate and, where necessary, kept up to date:

- processed in a manner that ensures appropriate security of the personal data and

- kept in a form which permits identification of data subjects for no longer than is necessary for the
purposes for which the personal data are processed.

Personal data included in documents to be kept by the IPA 11l beneficiary in accordance with
paragraph 2 of Article Ta has to be deleted once the deadlines set out in that paragraph have expired.

Article 1a — Procurement and grant award

(1)

(2)

Without prejudice 1o Article 18(5) of the FIFPA. the tasks referred to in paragraph 1 of Article 1 shall
be carried out by the IPA T beneficiary in accordance with the procedures and standard documents
laid down and published by the Commission Tor the award of procurement and grant contracts in
cxternal actions, in particular, the practical guide on contract procedures for European Union external
action (PRAG), in force at the time of the launch of the procedure in question, as well as in
accordance with the required visibility and communication standards referred 1o in Article 2(2).

The IPA T beneliciary shall conduet the procurement and grant award procedures, conclude the
resulting contracts, and ensure that all relevant documents for audit trail are in the language of this
Financing Agreement.

Without prejudice to Article 49 ol the FFPA, the IPA 11T beneficiary shall keep all relevant financial
and contractual supporting documents from the date of the entry into force of this Financing
Agreement, or as from an earlier date in case the procurement procedure, call for proposals or direct
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grant award procedure was launched prior to the entry into force of this Financing Agreement, for
five years as from the date of closure of a programme. The 1PA 111 beneficiary shall keep in particular
the following:

(a) Procurement procedures:
i) Forecast notice with proof of publication of the procurement notice and any corrigenda;
i) Appointment of shortlist panel:
ii1) Shortlist report (incl. annexes) and applications;
iv) Proof of publication of the shorthist notice;
v) Letters to non-shorthsted candidates;

vi} Invitation to tender or cquivalent:

vii) Tender dossier including annexes, clarifications, minutes of the meetings, proof of publication;

viii})Appointment of the evaluation committee:

1x) Tender opening report. including annexes;

x) Ewvaluation / negotiation report. including annexes and bids received;’

xi) Notification letter;

xii) Cover letter for submission of contract;

xiii)Letters to unsuccessful candidates:

xiv) Award / cancellation notice, including proof of publication;

xv) Signed contracts, amendments, riders, implementation reports, and relevant correspondence.
(b) Calls for proposals and direct award of grants:

1)  Appointment of the evaluation committee;

11)  Opening and administrative report including annexes and applications received;?

iii) Letters to successful and unsuccessful applicants following concept note evaluation;

iv) Concept note evaluation report:

v) Evaluation report of the full application or negotiation report with relevant annexes;

vi) Eligibility check and supporting documents:

vii) Letters to successful and unsucecessful applicants with approved reserve list following full
application evaluation;

viit)Cover letter for submission of grant contract;
1xX) Award/cancellation notice with proof of publication;
x) Signed contracts, amendments, riders and relevant correspondence.

In addition. financial and contractual documents referred o i paragraph 2(a) and 2(b) shall be
complemented by all relevant supporting documents as required by the procedures referred to
paragraph 1, as well as all relevant documentation relating to payments, recoveries and operating
costs, for example project and on the spot check reports. acceptance of supplics and works,

guarantees, warrantics, reports of SLlpCI'ViSii'I".:’ cngmecers.

=

(3) Operations co-financed by the Union under the Programme may also receive financing from an

" Elimination of unsuccessful bids [ive years alier the closure of the procurement procedure.
* Elimination of unsuccessful applications three years after the closure of the grant pracedure.
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mternational orgamisation. a Member State, a third country or a regional organisation.

Article 1b — Exclusion and administrative sanctions

(h

(4)

When applying the procedures and standard documents laid down and published by the Commission
for the award of procurement and grant contracts, the IPA 111 beneficiary shall accordingly ensure
that no EU financed procurement or grant contract is awarded to an cconomic operator or grant
applicant if" the economic operator or grant applicant, who either itself, or a person having powers of
representation, decision making or control over it, is in one of the exclusion situations provided for in
the relevant procedures and standard documents of the Commission,

The IPA TIT beneficiary shall inform the Commission immediately when a candidate, tenderer or
applicant is in an exclusion situation referred to in paragraph (1), or has committed irregularities and
fraud as defined in Article 51(5) of the FFPA, or has shown significant deficiencies in complying
with main obligation in the implementation of a legal commitment financed by the Union budget.

The IPA TTT beneficiary shall take into account the information contained in the Commission's Early
Detection and Exclusion System (EDES) when awarding procurement and grant contracts. Access to
the information can be provided through the liaison point(s) or via consultation using the following
means: (European Commission, Dircctorate-General for Budget, Accounting Officer of the
Commission, MOI15, B-1049 Brussels, Belgium and by email to BUDG-COI-EXCL-
DB(wec.curopa.en with copy to the Commission address identified in Article 3 of the Special
Conditions). Any contract or grant concluded with a contractor or grant beneficiary that is in an
exclusion situation at the time of conclusion of the contract shall be excluded from Union financing

and the financial corrections mechanism in accordance with Article 7a may be applied.

Where the IPA 11 beneficiary becomes aware of an exclusion situation referred to in paragraph (1) in
the implementation of the tasks described in Annex I, the IPA 1l beneficiary shall, under the
conditions of its national legislation, impose upon the economic operator or grant applicant, a
rejection from the given procedure and an exclusion from its future procurement or grant award
procedures. The IPA 1l beneficiary may also unpose a financial penalty proportional to the value of
the contract concerned. Rejections, exclusions and/or financial penalties shall be imposed following
an adversarial procedure ensuring the right of defence of the person concerned. The IPA Il
beneficiary shall notify the Comnussion in accordance with paragraph (2) of this Article.

Article 2 - Communication and Visibility

(n

In accordance with Article 24 of the FFPA, the IPA 111 beneficiary shall take the necessary measures
to ensure the visibility of EU funding for the activitics entrusted to it, and prepare a coherent plan of
communication and visibility activities, which should be submitted to the Commission for an
agreement within 2 months afler the entry into force of this Financing Agreement.

These communication and visibility activities shall comply with the Communications and Visibility
Manual for EU External Actions laid down and published by the Commission in force at the time of
the activities,

Article 3 - Ex-gnte and ex-post controls on grant and procurement procedures and ex-post controls

(1

on contracts and grants to be performed by the Commission
The Commission may exercise ex-ante controls on award procedures for procurement and grants for
the following stages:
(a) approval of contract notices for procurement and any corrigenda thercof;

(b) approval of tender dossiers und guidelines for applicants for grants:
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(¢) approval of the composition of Evaluation Committees:

(d) approval of evaluation reports. rejection and award decisions’;
(e) approval of contract dossiers and contract addenda.

With regard to ex-ante controls the Commussion shall decide:

(a) to perform ex-ante controls on all files, or

(b) to perform ex-ante controls on a selection of such files, or

(¢) tocompletely dispense with ex-ante controls.

If the Commission decides to perform ex-ante controls in accordance with paragraph 2(a) or (b) it
shall inform the IPA TII beneficiary of the files selected for ex-ante controls. The IPA [T beneficiary
shall provide all the documentation and information necessary to the Commission upon being
informed that a {ile has been selected for ex-ante control, at the latest at the time of submission of the
contract notice or the guidelines [or applicants for publication.

The Commission may decide to perform ex-posr controls on the award procedures that have not been
subjected to ex-ante control (within 6 months of the signature of the contract).

The Commission may decide to perform ex-post controls. including audits and on-the-spot controls,
at any time on any contracts or grants awarded by the TPA 11T beneficiary arising out this Financing
Agreement. The IPA TIT beneficiary shall make available all the documentation and information
necessary to the Commission upon being informed that a file has been sclected for ex-post control.
The Commission may authorise a person or an entity to perform ex-post controls on its behalf.

Article 4 - Bank accounts, accounting systems, and costs recognised

(1)

(2)

(4)

After the entry into force of this Financing Agreement, the Accounting Body and the Intermediate
Body for Financial Management (IBFM) of the IPA III beneficiary that is the Contracting Authority
for the Programme shall open at least one bank account denominated in euro. The total bank balance
for the Programme shall be the sum of the balances on all the Programme bank accounts held by the
Accounting Body and all participating IBFMs i the IPA II1 beneficiary. Reporting on all bank
accounts linked to cach programme shall be recorded via [IPA-APP?,

The IPA IIT beneficiary shall prepare and submit to the Commission disbursement forecast plans for
the duration of the implementation period of the Programme following the template in point (d) of
Annex ITL. These forecasts shall be updated and submitted with each request for funds referred to in
Article 5(1) and 5(3). with the annual financial report referred to in Article 14(2) and with the
forecast of likely payment requests referred to in Article 33(3) FFPA. The disbursement forecasts
plans shall be based on real and actual needs and supported by a documented detailed analysis
(including the planned contracting and payment schedule per contract) which shall be available to the
Commission upon request.

The initial disbursement forecast plan shall contain summary annual disbursement forecasts for the
whole implementation period and monthly disbursement forecasts for the first twelve months of the
Programme. Subsequent plans shall contain summary annual disbursement forecasts for the balance
of the implementation period of the Programme and monthly disbursement forecasts for the following
fourteen months.

The IPA I beneficiary is required to establish and mamtain an accounting system in accordance with
Clause 4(3)(a) of Annex A to the FFPA which will hold at least the information for the contracts
managed under the Programme indicated in Annex 1V,

* For service contracts this steps includes ex-ante controls concerning approval of the shortlist.
TIPA-APP is a dedicated IT application developed by DG NEAR to replace iPerseus that was the tool used for
monitoring the implementation of pre-accession funds under indireet management by beneficiary countries (IMBC).

th
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Pursuant to Article 57(2) of the FFPA. costs recognised in the accounting system maintained under
the section 4 of this Article must have been incurred. accepted and paid and correspond to actual
costs proven by supporting documents and shall be used when appropriate to clear pre-financing paid
by the TPA IIT beneliciary under local contracts.

Article 5 - Provisions on payments made by the Commission to the IPA 111 beneficiary

(n

(2)

(3)

(4)

(6)

(7

(8)

()

Each request for pre-financing shall comprise a declaration of expenditure for the Programme,
including the amounts contracted, disbursed and costs recognised.

The first pre-financing payment shall be for 100% of the forecast disbursements for the first year of

the disbursement forecast plan pursuant to Article 4(2). This request for pre-financing shall be
supported by the bank mandates for all the bank accounts of the Programme, if applicable.

The IPA TIT beneficiary shall submit subsequent pre-financing payment requests when the total bank

balance for the Programme falls below the disbursements forecast for the following five months of

the Programme.
Each request for additional pre-financing shall include:

a) The bank balances for the Programme at the cut-off date of the request:

b)  The updated bank mandates for all the bank accounts of the Programme, if applicable:
c) A forecast of disbursement for the Programme for the following fourteen months at the cut-

oft date of the request as referred to in Article 4(2):
d) Reporting in IPA-APP,

The TPA T beneficiary may request for each subsequent pre-financing the amount of total
disbursements forecast for the fourteen months following the cut-oft date of the request, less the
balances referred to in paragraph 4(a) at the cut-off date of the request for funds, increased by any
amount funded by the IPA III beneficiary under paragraph 6 and not yet reimbursed.

The Commission reserves the right to reduce each subsequent pre-financing payment if the total bank
balances held by the IPA TIT beneficiary under this Programme exceeds the disbursement forecast for
the next fourteen months.

Where the payment is reduced under paragraph 5. the TPA TIT beneficiary must fund the Programme
from its own resources up to the amount of the reduction. The IPA III beneficiary may then request
the reimbursement of that funding as part of the next request for funds as specified in paragraph 5.

Pursuant to Article 33(1) of FFPA, the Commission reserves the right to process partial payments
within the limits of the funds available. Once funds are made available again, the Commission shall
process immediately the payment of the remaining amount.

The Commission shall have the right to recover excessive bank balances which have remained
unused for more than twelve months. Before exercising this right, the Commission shall invite the
[PA II1 beneficiary to give reasons for the delay in disbursing the funds and to demonstrate a
continuing need for them within the next following two months.

Interest generated by the bank accounts used for this Programme shall not be due to the Commission.

(10)Following Article 33(4) of the FFPA, when the time limit for payment request is interrupted by the

Commission for more than two months, the IPA 1T beneficiary may request a decision by the
Commission on whether the interruption is to be continued.

(1) The certified final statement of expenditure referred to in Article 36(1)(a) of the FFPA shall be

submitted by the NAO no later than 16 months after the end of operational implementation period.

6
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Article 6 - Interruption of payments

(1) Without prejudice to the suspension or termination of this Financing Agreement according to Articles

IN and 19 respectively, as well as without prejudice to Articles 38 and 39 of the FFPA. the
Commission may interrupt payments partially or fully, if;

(a) the Commission has established, or has serious concerns that the IPA 1l beneficiary has
committed substantial errors. irregularities or fraud questioning the legality or regularity of the
underlying particular transactions in the implementation of the Programme. or has failed to
comply with its obligations under this Financing Agreement, including obligations regarding the
implementation of the Visibility and Communication plan;

(b) the Commission has established, or has serious concerns, that the 1PA [T beneficiary has
committed systemic or recurrent errors, irregularitics, fraud or breach of obligations under this or

other Financing Agreements, provided that those errors, wregularities, fraud or breach of

obligations have a material impact on the implementation of this Financing Agreement or call
into question the reliability of the IPA III beneficiary's internal control system or the legality and
regularity of the underlying expenditure.

Article 7 - Recovery of funds

(1) In addition to cases referred to in Article 40 of the FFPA, the Commission may recover the funds

from the IPA IT1 beneficiary as provided in the Financial Regulation, in particular in case of:

(a) fatlure to ensure achievement of outcomes and use of outputs for the intended purposc as sct out
in Annex |

(b) non chgible expenditure;

() non respect of the co-financing rate, as provided in Annex T

(d) expenditure incurred as a result of errors, irregularities, fraud or breach of obligations in the
implementation of the Programme, in particular in the procurement and grant award procedures.

(e) weakness or deficiency in the management and control systems of the IPA III beneficiary which
leads to applicaton of financial correction,

(2) In accordance with national law, the NAO shall recover the Union contribution paid to the TPA TII

beneficiary from recipients who were in any situation defined in paragraph 1 points (b) or (d) of this
Article or referred to in Article 40 of the FFPA. The fact that the NAO does not succeed in
recovering all or part of the funds shall not prevent the Commission from recovering the funds from
the IPA [T beneficiary,

) Amounts unduly paid or recovered by the IPA Il beneficiary. amounts (rom financial, performance

and pre-financing guarantees lodged on the basis of procurement and grant award procedures.
amounts from [inancial penaltics imposed by the TPA TIT beneficiary on candidates. tenderers,
applicants. contractors or grant beneficiaries. to the IPA 111 beneticiary shall be either re-used for the
Programme or returned to the Commuission.

Article 7a — Financial corrections and closure

Further to Articles 42, 43 and 47 of the FFPA, supplementary guidance on the examination and
acceptance of accounts procedure. including financial corrections, and closure shall be provided by the
Commission.
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Part Two: Provisions applicable to budget support
Article 8 - Policy dialogue

The IPA TIT beneficiary and the Commission commit to engage in a regular constructive dialogue at the
appropriate level on the implementation of this Financing Agreement.

Article 9 - Verification of conditions and disbursement

(1) The Commission shall verify the conditions for the payment of the tranches of the budget support
component, as identified in the relevant Appendix to Annex [.

(2) Where the Commission concludes that the conditions for payment are not fulfilled, it shall inform the
IPA 1T beneficiary thereof without undue delay.

(3) Disbursement requests submitted by the TPA TIT beneficiary shall be eligible for EU financing
provided that they are in accordance with the provisions set out in Annex I and the relevant
Appendix and that they are submitted during the operational implementation phase.

(4) The IPA TIT beneficiary shall apply its national foreign exchange regulations in a non-discriminatory
manner to all disbursements of the budget support component.

Article 10 - Transparency of budget support

The IPA I beneficiary hereby agrees to the publication by the Commission. of this Financing
Agreement and any amendment thereof, including by electronic means, and of such basic information
on the budget support which the Commission deems appropriate. The content of such publication shall
be m accordance with the EU laws applicable to the protection of personal data.

Article 11 - Recovery of budget support

All or part of the budget support disbursements may be recovered by the Commission, with due
respect to the principle of proportionality, if the Commission establishes that payment has been
vitiated by a serious irregularity attributable to the IPA III beneficiary, mn particular if the IPA [11
beneficiary provided unreliable or incorrect information, or if corruption or fraud was involved.

AL 4
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Part Three: Provisions applicable to this Financing Agreement as a

whole, irrespective of the implementation method

Article 12 - Execution period, operational implementation period and contracting deadline

(1)

(2)

The cxceution period of the Financing Agreement is the period during which the Financing
Agrcement is implemented and includes the operational implementation period as well as a closure
phase. The duration of the execution period is stipulated in Article 2(1) of the Special Conditions, and
it shall start on the conclusion of this Financing Agreement and it shall end on the final date tor
implementing the Financing Agreement.

The operational implementation period is the period in which all operational activities covered by

procurement contracts. grant contracts and contribution agreements are completed. The duration of

this period is stipulated in Article 2(2) of the Special Conditions. and it shall start on the conclusion
of this Financing Agrcement.

The operational implementation period shall be respected by the Contracting Authority when
concluding and implementing procurement contracts, grant contracts and contribution agreements
within this Financing Agreement.

Without prejudice to Article 29(2) of the FFPA, costs related to the activities shall be cligible for FU
financing only if" they have been incurred during the operational implementation period. The costs
incwred before the entry mto force of this Financing Agreement shall not be cligible for EU
financing unless provided otherwise in Article 7 of the Special Conditions.

Pursuant to Article 29(3)(b) of the FFPA, and without prejudice to Article 28 thercof and Article 7 of

the Special Conditions, the following expenditure incurred by the TPA TIT benceficiary shall not be
cligible for funding under this financing agreement:

a) bank charges. costs of guarantees and similar charges;

b) fines and tinancial penalties;

c) expenses of lingation;

d) currency exchange losses;

¢) debts and debt service charges (interest);

f) provisions for losses, debts or potential future liabilities;

g) credits to third parties, unless otherwise specified in the special conditions:

h) necgauve interest charged by banks or other financial institutions.

(6) The procurement contracts. grant contracts and contribution agreements shall be concluded at the

(7)

latest within three years of the conclusion of the Financing Agreement. except for:

(a) amendments to legal commitments already concluded. which do not result in an mcrease of

the EU contribution;

(b) legal commitments to be concluded after early termination of an existing procurement
contract:

(c) legal commitments relating to audit and evaluation. which can be signed after the operational
implementation period;

(d) change of the implementing entity.

A procurement contract, grant contract or contribution agreement which has not given rise to any
payment within two years of its signature shall be automatically terminated and its funding shall be

9
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de-committed, except in case of litigation before judicial courts or arbitral bodies.
Article 13 - Permits and authorisation

Without prejudice to Article 27 of the FFPA. any type of permit and/or authorisation required for the
implementation of the Programme shall be provided in due time by the competent authoritics of the 1PA
11T beneficiary, in accordance with national law.

Article 14 - Reporting requirements

(1) For the purpose of the general reporting requirements to the Commission set out in Article 59 of the
FFPA on the annual report on the implementation of IPA 11l assistance, the NIPAC shall use the
template provided by the Commission.

(2) For the purpose of Article 60 of the FFPA, the NIPAC shall submit a final report to the Commission
on the implementation of the activities implemented under indirect management by the IPA III
beneficiary of this Programme at the latest sixteen months after the end of operational
implementation period. The NIPAC shall use the template provided by the Commission.

(3) For the purpose of Article 61(1) of the FFPA the NAO shall provide by 15 January of the following
financial year in electronic format a copy of the data held in the accounting system established under
Article 4(4). This should be supported by a signed un-audited summary financial report in
accordance with point (¢) of Annex 111,

(4) For the purpose of the specific reporting requirements under indirect management set out in Article
61(2)(a) and 61(3) of the FFPA, the NAO in the IPA III beneficiary shall use the templates provided
for in points (a) and (b) of Annex 111

Article 15 - Intellectual property rights

(1) Contracts financed under this Financing Agreement shall ensure that the IPA 111 beneficiary acquires
all necessary intellectual property rights with regard to information technology, studies, drawings,
plans, publicity and any other material made for planning, implementation, monitoring and
evaluation purposes.

(2) The IPA III beneficiary shall guarantee that the Commission, or any body or person authorised by the
Commission, shall have access and the right to use such a material. The Commission will only use
such material for its own purposes.

Article 16 - Consultation between the IPA 11 beneficiary and the Commission

(1) The IPA I beneficiary and the Commission shall consult cach other before taking any dispute
relating to the implementation or interpretation of this Financing Agreement further pursuant to
Article 20.

(2) Where the Commission becomes aware of problems in carrying out procedures relating to the
implementation of this Financing Agreement, it shall establish all necessary contacts with the 1PA 111
beneficiary to remedy the situation and take any steps that are necessary.

(3) The consultation may lead to an amendment, suspension or termination of this Financing Agreement.

(4) The Commission shall regularly inform the IPA 1I1 beneficiary of the implementation of activities
described in Annex L. which do not fall under Part One of these General Conditions.

Article 17 - Amendment of this Financing Agreement

(1) Any amendment of this Financing Agreement shall be made in writing, including by an exchange of

letters.
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I the IPA T beneficiary requests an amendment, the request shall be submitted to the Commission
at least three months before the amendment is intended to enter into force except in duly justified
Cilses.

The Commission can amend the documents in Annexes [1I and IV without this necessitating an
amendment to this Financing Agreement. The IPA 1l beneficiaries shall be informed in writing
about any such amendment and its entry nto force.

Article 18 - Suspension of this Financing Agreement

()

(2)
(3)
(4)

The Financing Agreement may be suspended in the following cases:

(2) The Commission may suspend the implementation of this Financing Agreement if the IPA 111
beneficiary breaches an obligation under this Financing Agreement;

(b) The Commission may suspend the implementation of this Financing Agreement if the TPA 11T
beneficiary breaches any obligation set under the procedures and standard documents referred to
in Article 18(2) of the FFPA;

(¢) The Commission may suspend the implementation of this Financing Agreement if the IPA 11T
beneficiary does not meet requirements for entrusting budget implementation tasks:

(d) The Commission may suspend the implementation of this Financing Agreement if the TPA 11T
beneficiary decides to suspend or cease the EU membership accession process;

(¢) The Commission may suspend this Financing Agreement if the IPA TIT beneficiary breaches an
obligation relating to respect for human rights, democratic principles and the rule of law and in
serious cases of corruption or if the IPA III beneficiary is guilty of grave professional
misconduct proven by any justified means. Grave professional misconduct is to be understood
as any of the following:

e aviolation of applicable laws or regulations or ethical standards of the profession to which a
person or entity belongs, or

e any wrongful conduct of a person or entity which has an impact on its professional
credibility where such conduct denotes wrongful intent or gross negligence.

(N This Financing Agreement may be suspended in cases of force majeure, as defined below.
"Force majeure" shall mean any unforeseeable and exceptional situation or event beyond the
parties' control which prevents either of them from fulfilling any of their obligations, not
attributable to error or negligence on their part (or the part of their contractors, agents or
employees) and proves insurmountable in spite of all due diligence. Defects in equipment or
material or delays in making them available, labour disputes, strikes or financial difficulties
cannot be invoked as force majeure. A party shall not be held in breach of its obligations if it is
prevented from fulfilling them by a case of force majeure of which the other party is duly
informed. A party faced with force majeure shall mform the other party without delay. stating
the nature. probable duration and foreseeable effects of the problem. and take any mcasure to
minimisc possible damage. IT force majeure impacts only part of the Programme, the suspension
of the Financing Agreement can be partial. Neither of the Partics shall be held lable for breach
ol its obligations under this Financing Agreement if 1t 1s prevented from fulfilling them by force
majcure, provided it takes measures to mimmise any possible damage.

The Commission may suspend this Financing Agreement without prior notice.
The Commission may take any appropriate precautionary measure before suspension takes place.

When the suspension is notified, the consequences for the on-going or to be signed procurement
contracts. grant contracts, and contribution agreements shall be mdicated.

A suspension of this Financing Agreement is without prejudice to the interruption of payments and
termination of this Financing Agreement by the Commission in accordance with Article 6 and Article
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19.

The parties shall resume the implementation of the Financing Agreement once the conditions allow,
with the prior written approval of the Commission. This is without prejudice to any amendments of
this Financing Agreement which may be necessary to adapt the Programme to the new implementing
conditions. including. if’ possible. the extension of the operational implementation and execution
periods, or the termination of this Financing Agreement in accordance with Article 19,

Article 19 - Termination of this Financing Agreement

(n

If the issues which led to the suspension of this Financing Agreement have not been resolved within
a maximum period of 180 days, cither party may terminate the Financing Agreement at 30 days'
notice.

When the termination is notified, the consequences for the on-going procurement and grant contracts,
contribution agreements and such contracts or grants, and contribution agreements to be signed shall
be indicated.

The termination of this Financing Agreement shall not preclude the possibility of the Commission to
make financial corrections in accordance with Articles 43 and 44 of the FFPA.

Article 20 — Applicable law, settlement of disputes

(1)
(2)

This Agreement is governed by EU law.

I a dispute concerning the interpretation, application or validity of the Agreement cannot be settled
amicably, it shall be settled by arbitration in accordance with the 2012 PCA Arbitration Rules,
subject to the following:

(a) Panel composition

For claims of EUR 500 000 or above: the panel shall be composed of three arbitrators. Each party
shall appoint one arbitrator within 40 calendar days after the notice of arbitration has been sent.
The two arbitrators appointed by the parties shall in turn appoint a third arbitrator to act as
presiding arbitrator.

For claims below EUR 500 000: the panel shall be composed of one arbitrator, unless the parties
agree otherwise,

If the panel is not composed within 80 calendar days atter the notice of arbitration is sent, either
party may request the PCA Sceretariat or other mutually acceptable other neutral authority to
appoint the necessary arbitrator(s).

(b) Seat
The seat of the arbitration panel shall be The Hague, Netherlands.
(¢) Language
The language of the proceedings shall be English or another mutually acceptable official language
ot the European Union. Evidence may be produced in other languages. if agreed by the parties.
(d) Proccdure
Recourse to interim measures, third party interventions and amicus curiac interventions is
cxcluded.
If the panel is requested by a party to treat imformation or material confidentially. the decision
shall be made in form of a reasoned order and after hearing the other party (10 calendar days to
submit observations). The panel shall weigh the reasons for the request, the nature of the
information and the right to effective judicial protection. The pancl may in particular;

- make disclosure subject to specific undertakings or

AL
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- decide against disclosure. but order the production of a non-confidential version or summary
of the information or material. containing sufficient information to enable the other party to
express its views i a meaningful way.

It the panel is requested to hear the case in camera, the decision shall be made after hearing the

other party (10 calendar days to submit observations). The panel shall take into account the

reasons for the request and the objections of the other party (if any).

It the panel is requested 1o interpret or apply European Union law, it shall stay the proceedings

and request the ‘President of the High Court of Paris™ (Président du Tribunal de grande instance

de Paris, "juge d’appur’). in accordance with Articles 1460 and 1505 of the French Civil

Procedural Code to request a preliminary ruling from the Court of Justice of the European Union

in accordance with Article 267 TFEU. The proceedings before the arbitral tribunal shall resume

once the decision by the juge d’appui is taken. The decision of the Court of Justice and of the juge
d’appui shall be binding on the panel.

The arbitral award shall be final and binding on the parties and be carried out by them without

delay.

Either party may however request that the award is reviewed by the The Hague Court of Appeal

(Gerechtshof Den Haag) on the basis of the applicable national law. In this case, the award shall

not be considered final until the end of this procedure. The decision by the reviewing court shall

be binding on the panel.

(e) Costs
The costs of arbitration shall consist of:
- the fees and reasonable expenses of the arbitrators
- reasonable costs of experts and witnesses as approved by the panel and

- the fees and expenses of the PCA Secretariat for the arbitration proceedings (e.g. catering,
providing for clerks. room, interpretation).

The arbitrators’ fees shall not exceed:
- EUR 30 000 per arbitrator if the contested amount is below EUR | 000 000

- 15% of the contested amount if that amount is above EUR [ 000 000. In any case the
arbitrators’ fees shall not exceed EUR 300 000.

The costs of arbitration shall be borne by the parties in equal share, unless otherwise agreed.

The parties shall bear their own costs of legal representation and other costs incurred by them in
relation to the arbitration,

(0 Privileges and immunities

The agreement to pursue arbitration under the 2012 PCA Arbitration Rules does not constitute
and cannot be interpreted as a waiver of privileges or immunities of any of the parties. to which
they are entitled.

Article 21 = EU restrictive measures

(1) Definitions

(2) "EU Restrictive Measures" means restrictive measurcs adopted pursuant to the Treaty on
European Union (TEU) or to the Treaty on the Functioning of the European Union (TFEU).
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(b) "Restricted Person” means any entities. mdividuals or groups of individuals designated by the
EU as subject to the EU Restrictive Measures™.

I all their relations. the Parties recognise that under EU law no EU funds or cconomic resources are
to be made available directly or mdirectly to, or for the benefit of. Restricted Persons.

The IPA III Beneficiary shall ensure that no transaction subject to a verified hit against the EU
sanctions list shall benefit directly or indirectly from EU funding. The IPA 111 Benefliciary commits
lo ensure this obligation:

(a) Dby screening for hits against the EU sanctions list, before entering into, and before making
payments under, the relevant agreements, each Contractor, Grant Beneficiary. and Final
Recipient with whom the IPA [Il Beneficiary has or is expected to have a direct conltractual
relationship (direct recipient), so as to assess whether such recipient is a Restricted Person.

(b) by screening or through other appropriate means (that may include an ex-post verification) on a
risk based approach basis, that no entity that would indirectly receive EU funding is a Restricted
Person.

In the event that [PA 111 Beneficiary assesses that any of the recipients (direct or indirect) of the EU
funding is a Restricted Person, IPA 11T Beneficiary shall promptly inform the Commission.

Without prejudice to the obligation in point 3 above, should the Commission assess that the use of
Union financial assistance under IPA 111 results or has resulted in a breach of EU restrictive
measures, the corresponding amounts shall not be eligible for the Union financial assistance under
IPA 1II. This is without prejudice to any rights that the Commission may have to suspend or
terminate the action affected by such breach, to recover any EU funding contributed by the
Commission, or to suspend or terminate this financing agreement,

The determination of remedial measures will be made in accordance with the principle of
proportionality. Remedial measures shall apply only to the EU funding made available to, or for the
benefit of, a recipient for the period during which it remained a Restricted Person.

This clause 1s without prejudice to the exceptions contained in the EU Restrictive Measures.

* www.sanctionsmap.eu. The sanctions map is an 1T tool for identifying the sanctions regimes. The source of the

sanctions slems from legal acts published in the Official Journal of the European Union (OJ). In case of discrepancy

between the published legal acts and the updates on the website it is the OJ version that prevails.
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