CBC Finuneing Agreement for Annual Programmes IPA I Special Conditions Version 1.1

FINANCING AGREEMENT
SPECIAL CONDITIONS

The European Commission, hereinafter referred o as “the Commission” or "the parnty”, acting on
behalf of the European Union, hercinafter referred to as "the Union",

on the one part, and

Montenegro represented by the Government of Montenegro, hereinafier referred to as “the IPA 11
beneliciary” or "the party”,

on the other part,

and together, jointly referred to as "'the parties"

HAVE AGREED AS FOLLOWS:

Article 1 - The Action Programme

(1} The Union agrees Lo linance and the IPA I beneficiaries agree 1o accept the financing of the
following Action Programme as described in Annex I:

Cross-border Co-aperation Aciion Programme Montenegro-Kosove™ for the vear 2014
2014/ 037-502

This Action Programme is financed from the Union Budget under the following basic uct:
Instrument for Pre-Accession Assistance (IPA 1) .

{2} The total estimated cost of this Action Programme is EUR 988,235.30 and the maximum Union
contribution to this Action Programme is sct at EUR 840,000,

No financial contribution is required from the IPA 1T beneficiaries.

Article 2 = Execution period and operational implementation period

(1} The execution period of this Financing Agreement as defined in Article 1(1) of Annex 1 is fixed
at 12 years, from the entry into force of this Financing Agrecment.

~ This designation is without prejudice to positions on status, and is i line with UNSCR 1244/1999 and the ICI
Opinion on the Kosovo declaration of independence.

" Regularion (EU) No 231/2014 of the European Parliament and of the Council of 11 March 2014 establishing an
Instrument for Pre-accession Assistance {IPA [T, OJ L 77, 15.03.2014, w11
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{2} The operational implementation period of this Financing Agreement as defined in Article 1(2) of
Annex I11s lixed at 6 years, from the entry into foree of this Financing Agreement,

Artiele 3 - Addresses and Communication

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

4} Tor the Commission

Ms WENDT Cathering

Acting Direcror 12, Western Balkans

Dircetorate-General for Neighbourhood and Enlargement Negotiations
Eurapean Commissicn

15, Rue de la Loi, B — 1049 Brussels, Belzium

E-mzil; NEAR D& ec.curopa.cu

by lor the IPA 11 beneliciary

Ambassador Aleksandar Andrija Pejovié

State Secretary for European Integration and National [PA Coordinator
Ministry of Foreign Affairs and European Integration

Stanka Dragojevica 2, 81000, Podgorica, Montenegro

Fax: +382 20 225 501

E-mail; aleksandar.pejovict@ mfa.gov.me

Article 4 — OLAF contact point

‘I'he contact point of the [PA 1T beneficiary having the appropriate powers 10 cooperate directly with
the European Anti-Fraud Office (OLAF) in order to facilitate OLATs operational activities shall be:

Anja Pavligié. AFCOS contact point/ AFCOS office
Ministry of Finance of Montenegro

Stanka Dragojeviéa 2, 81000 Podgorica, Monlenegro
Tel: + 382 20224 480

Mab: — 382 a7 306 763

Fax: + 382 20 224 45()

E-mail: anja.pavlicic@ mil.gov. me.

Article 5 - Framework Agreements

The Action Programme shall be implemented in accordance with the provisions of the Framewoerk
Agreement  between the Ewropean Commission and Montenegro on the amangements  for
implementation of Union financial assistance to Montenegro under the Instrument lor Pre-Accession
Assistance (IPA I1) which entered into force on 04 June 2015, and following the adherence of Kosova
to this Financing Agreement in accordance with Article 8, in accordance with the provisions of the

-
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Financing Agreement by Kosovo in accordance with Article 8 The first pre-financing payment shall
be for 100 % of the foracast disbursements for the first year of the disbursement forecast plan.

Anticle 17 (5) is added to the General Conditions:

If Kosovo does not adhere to this Financing Agreement by 31 March 2016 in accordance with Article
8. the Finanzing Agreement shall he automatically terminated on 1M April 2016, The Commission
shall notify the automatic termination to the IPA I benefliciary and recover funds if necessary.

Article 8 — Entry into force and adherence to this Financing Agreement

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

Kosovo represented by the Ministry of European Integration shall adhere by 31" March 2016 to this
Financing Agreement after it enters into foree in accordance with the preceding paragraph. Kosovo
adheres to this Financing Agreement on the day on which the Commission receives notification from
Kosovo confirming the completion of the intermal procedurss necessary for this adherence. ‘Ihe
Comrmmssion shall inform Kosovo of the date of the receipt of this notification. By adherence to this
Financing Agreement Kosovo accepts all the implementation activities undertaken from the entry into
loree of this Financing Agreement. From the date of adherence, Kosovo shall become party to this
Financing Agreement and both TPA 11 beneficiarizs shall thereafter be jointly referred ta as "the TPA 11
beneficiarics” or scparately as "TPA 11 beneliciary”.

This Financing Agreement is drawn up in triplicate in the English language. one being handed to the
Cemmission, one to the TPA 11 beneficiary and one shall be handed (0 Kusovo (or adherence to this
Financing Agreement.

For the 1PA II beneficiary: For the Commission;

Ambassador Aleksandar Andrija Pejovié Ms WEMNDT Catherine

National [PA Coordinator (NTPAC) Acting Direcror D, Western Balkans

Ministry of Foreign Aflairs and European Directorate-General for Neighbourhood Policy and
Integration Enlargement Negotiations

Brussels, -J KIL{ 2015
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Framework Agreement between the European Commission and the Kosovo on the arrangements for

implementation of Union financial assistance to Kosovo under the Instrument for Pre-Accession
Assistance (IPA 11} which entered into force on 16 April 2015, respectively (hereafier referred o as
“the Framework Agreements™).

This Financing Agreement supplements the provisions of the abovementiored Framework
Agrecments. In case of conflict between, on the one hand, the provisions of this Financing Agrezment
and, on the other hand, the provisions of the respective Framework Agreement, the latter shall take
precedence,

Article § - Annexes

(1) This Financing Agreement is compased of
a} these Special Conditions;

b)Y Ammex I CBC Action Programme, Montenegro-Kosovo for the year 2014{C({2014)
3722004,

¢} Amex TA: TPA T1 CBC 2014-2020 programme between Montenegro and Kosovo;
dy  Annex 1T General Conditions:

g} Amnex LI Model Annual Report CBC on the implementation of TPA T assistance in accordance
with Article 20 of the Framework Agreement:

f)  Annex IIA: Model annual report on the implementation of TPA 11 assistance in accordance with
Article 38 and 39 1) of the Framework Agreement,

g) Annex IV: Model Financial Report as per Article 59(2) of the Framework Agreement;
h)  Annex V: Accrual Based Accounting System Minimum Specification.
i1 Annex VI Conditions related to indirect management.

(2] In the event of a conflict between, on the one hand, the provisions of the Annexes and, on the
other hand, the provisions of these Special Conditions, the latter shall take precedence. In the
event ol a conllict between, on the one hand, the provisions of Annex L and Annex 1A and the
provisions of Annex 11 on the other hand, the latter shall take pracedence. In the event of a conflict
between, the provisions of Annex 1 on the one hand, and the provisions of Anmnex LA, on the other
hand, the former shall take precedence.

Article 7 - Provisions derogating trom or supplementing Annex [1

Article 11 (1) of the General Conditions is replaced by the followmg provision:

The TPA 1T beneficiary shall submit its initial disbursement forecast Tor the Action Programme,
prepared pursuant to Article 10(2), with the first pre-lfinancing payment request after adherence to this
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Cross-border Cooperation Action Programme Montenegro- Kosovo™ for the vear 2004

1 IDENTIFICATION

Ii [‘Ilﬂll:"lﬂﬂ[ S

CRISSABAC U ﬂmmltmmt
references

Union Contribution

Budget line

H{'IIHLHL gro, ’:w«m ¥

|zﬂ1 4/ /037-502 5

| FUR 840 000100
22020401

Management mode

' Responsible Structures

e P

Inddirect management by Montenegro

The Operating Structure responsible tor the
excculion of the operstions : Mmistry of Forcign Al
and European Integration

The partner Operating Strocture in Rosove is:

Ministry of Local Government Administration

]1 mal date for concluding

Financing Agreement(s) with
the IPA 1l beneficiary
countries (tripartitc)

tor the budgetary commitment ol vear E‘H—L

1 December 203

| at the latest by 3

Final date lor coneluding
procurement and prant

coniracts

|3 years following the date of conclusion ol the relevant
Financing Agreement (zignature of the last party)

with the excaption of the cases listed under Article
L8N 2} Financial l{u. Euhtt lon

Final dule Iur operational
i plemenbation

l' inal date for mmlementm g
| the Financing Agreement

| {daie by which this programme

should be de-committed anid
closed) after the acceptance of
thc ACCOUNES

l’mgr'ﬂmmmﬂ Unit

B A T Ry

6 yvears following the dm of u,{Jl'i.,iLli-.If]I'l {}'F the
Fu.dmmg Agreement {signature of the last | purty)

——— e —amwe S PP,

12 years [olkowing the conclusion of the ['umnung
Agreement(signature of the last party)

|

|

|

i

]

Un:i Hl F»*qmr.:imum IL-.mml

I'mplcmentm[_ Uuit/ EU
Nelegation

F_[' ]_}le_{k_.rl[t{]il n Podgorica

" Uhis designation is withoul prejudice ta

PSS v The aratis.

Opintion on the Kosevo declarszion of independence

andd o hmee with TINSCR 124401900 gnd the 1T



2

DESCRIPTION OF THE ACTION PROGRAMME

2.1 OVERVIEW OF THE 2001 4-2020 CROSS-BORDER COOPLERATION PROGRANMME

Programme Areas:

Montenegro:

The municipalities of Andnjevica, Bar, Berane, Bijelo Polje, Gusinje, KolaSin, Mojgovac.
-PL'.l]ji.'L'tl. P]i’l"r‘._ PE]EI.E_U]':CEJ:. I{[J;.:'I:‘ii_' ﬂl]d [.TI.CHE_i

Kosove:

West Econemic Region, which s composed ol the municipalities of Peid/Pec. Istogflstok,
Kline/Klina, Junik, Decun/DeCani, GjakovEDukovicu;

Croas-border cooperation (CBC) ehpible area context

Regional differences i terms of economic and social development. not only between
Montenegre and Kosovo but even within their regions, constiture a characteristic of the
pProgramine area.

I terims of private sector cevelopment there are clear svnergies to be developed within the
prograimme area and to be supported by the CBC programme, The entreprencurial tradition
identificd in the programming area. with a long history of cross-border trade, should be
ufilized. The challenge will be how o overcome the culture of a short investment horizon,
favouring short-term trade opportunities over long-rerm capital investments.
Unemployment 18 a major economic and social problem across the programme area.
Creation of new jobs and improving the unemployment characteristics {espeacially reducing
sender inegualities, stimulating employment of youth and the disabled) are amonyg the key
sustainable development challenges.

A clear agricultural policy. better land management, the improvement of irvigation
schemes and infrastructure and the introduction of a modem agro-processing industry.
remain key challenges ind pre-conditions for an efficient development of agriculture in the
PrOSrimme area,

The importance of tourism in the economics of Montenegro and Kosovo varies a lot - the
share of tounsm in GDP could be over 30% in Montenegro while it ix sull neghgible in
Kosovo, Nevertheless, tourism 1s a sector of potential growth {or the eross-horder area,
thanks 1o rich nataral resources, tnspoiled natuwre and mountainous landscapes, waditional
toiklore and the presence of valuable cultural and historic sites

Improving the educational system and school infrastructure is a major priorily for the
programme area. The CRC pragramme will have a limited role in addressing this issue but
cowld support exchanges between schools and vocational training centres in the border
areas.

Health prevention campaigns and health education are potential activities 1o be covered
within the lramework of the CBC programme.

The culural and natural heritage s a highly prospective asset tor the touristic development
of the programme arca, with National Parks on both sides of the border. Linking cultural
and natural heritage promotion with tourism could provide various opportunities for
development and tor cross-border cooperation intiatives.

The local network of community organisations both in Montenegro and in Kosove is
diverse and rich and svme of them, sueh as the mounlaineers sssociations, epvironment



protection oreanisations, conservation of the cultural heritage ete. could play an important
role in fourism development.

e The whole progrumme ares is abounding in environmentad resources and biodiversity.
Environmenmtal protection and  preservaion is therefore the key lor o sustuinablc
development ol this area.

e Ovorview of past and on-going CBC experience including lessons leamcd

Key recommendations from interim evaluations and audits on the 2007-2003 CBC
programmes have been taken on beard in the development of this programme. Thus, the
20H4-2020 CBC programmes are more focused as resards the number of thematie
priorities addressed and the geographical eligibility, which wall help to achicve better
resuits and increased impact. Additionally, the implementation of the CBC programmes
vas been simplified mainly by having a single contracting auwthonty and a single fmancial
cnvelope per programme.

Following the experience gained in the period of 2007 w 2013, the Joinmt Muontoring
Committee (JMC) will sec as the cross-border program’s decision making hody to overses
the effectiveness and guality of implementation of the programme. The IMC role refers to
the averall srogramming and monitoring of the CRC progeamme meanwhile the selection
of actions will Tall under the responsibility of the Contracting Authority under indivect
management moe,

2.2 DESCRIPTION AND IMPLEMENTATION OF TUE ACTIONS

Action 1 | Cross-Border Cooperation Operations | EUK 8440 (00.00

I il Al

(1) Description ol the action, objective, expected results

The following thematic prioritics, objectives and expected results, will be achieved over the
period of implementation of 2014 programme. from 2014 to 2020.

Deseription of the action: Cross- Border cooperation operations in the border region in the lelds of
employment, Jabour mobility and social and cultwral inclusion, enviromment, climate change
adaptation and mitigation, visk prevention and management, tourism and cultural and natural hernage.

Objective: Socio-economic development and stiengtbening of the neighbourdy relations in the cross
border area threough the waplementation of cross-border cooperation operations aiming at:

(@) promoting employment, labowr mobility and social and cultural inclusion across borders through,
mter alia; integrating cross-bovder labowr markets, including cross-border mobility; joine local
employment initiatives: information and advisory services and joint waining: gender equality. equal
opportunities; ntegration of mmmigrants’ communities and valnerable groups: tvestment in public
employment sgrvices; and supporling investrnent tn public health and social services:

(b} protecting the environment and prometing climate change adaptation and mitigasion, risk
prevention and management through. inter alia; joint actions lor environmental protection: promoting
sustminable wse of natpral resources, resource efficicncy, renewable energy sources and the shil
towards o safe and sustainable low-carbon cconomy. promoting investment to address specific risks,
cisuring  disaster resilience  and  developmg  disasler  manasement systems and emergency
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(¢ encouraging tourism and culmural and sawral heritage: through, mter ahac support e cullursl and
other social exchanges; the promotion of tourism offer and valerisation of cultural heritage of the area,
meluding the improvement of the quality of services, the eslablishment of networks and parnerships
hetween foeal government and local stakeholders to promote joint tourist sites: the preserviiiom of
cultural heritage; enhancement of exchanges of culwiral, historica’ values, and cultwal diversity.

Expected results:
ncreased level of smployment, decreased level of pollution and increased tourism in the &rea.

(2) Assumptions and conditions

As a necessary condition for the eftective management of the programme, the beneficiaries
shall provide proper and functioning offices and staff tor the Joinr Technical Secretariat (1o be
set up under a separate Financing Decision) and the antenma. in case the latter wall be
established.

Failure 10 comply with the requirements set out above may lead 1o a recovery of tunds under
this programoie andfor the re-allocation of future funding.

{3) Short descripion of the tasky entrusted

The operating structures of Montenegro and Kosovo have jointly prepared the 2014-2020
crass border eooperation programme and shall agree en the necessary arrangements for the
manggement and implementation of the programme including establishing a system to
monitor the implementation.

The operating structure of Montenegro shall arrange for procurement and grant award
procedures in the selected thematic priorities of the programme. As regards the call for
proposals, the entrusted tasks melude drafting gudelines for applicants, launching the calls,
sclecting the srant benehcianes and signing grant contracts, The entrusted tasks also mclude
activities linked with the implementation and financial management of the programmes such
as monitoring, evaluation. payments. recoveries, expenditure verification, ensuring intemal
audit, irregulanty reporting and the setup of appropriate anti-fraud measures.

() Lysentiod elements of the action

Grant - Call for proposal: FUR 844 G0¢.040

a1 The essenbial eligibility criteria:

The following Hatis a summary indicating the main aligihle actionsfoperations:

e Improving public sewage and solid waste cellection and processing systems and
tacilities

» Exchange of good practices between local authoritics and environmentally friendly
initiatives

 Promotional campalgns and activities {e.2. at schools) to raise the public awargness

about the need for a cleancr environment “
_.—L"I:::X&‘\\J
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¢ Joint environmental management of river banks amd national parks

o Fight against illegal landfills

s Smaull seale mfrastructurs mvesiments and procuremant of eguipiient

s Transler of know-how on pollution control systems and technigues

o [ncourage entrepreneursiup i the tourism sector

e  Supporl the development and upgrading of small-scale (public) tourism infrastructure

e Create and improve traioing for upgrading hospitality skills in the touriam sector,
involving the regional education and rivate sector

s Promote sod stimuolate the miroduction of (nlemationaly certiticazions and standards
i order o improve the stuble guality of tourism providers

s Promore and stimulate joint tourism products (For example: hiking and biking tours
ered as well as (mnli-secton) clusters in the wurism seclor

o Improve and ntegrate {web-based) possibilities o Tind (cross border) tourism
information and booking facilities
e  Suppor initiniives 1o preserve, restore and maintain cultural and historical sites

o  Support the upgrading, maintenance and promotion of National Parks and other
enviromnenially precious areas

s Support resedrch on and protection of vulnerable and valuable flora and fauna
+  Support youth initiatives addressing conservation of culiural heritage and values
s  Promote the creative industry (e.g. women producing handicraft)

o Suppoit joint initiatives to promoe, preserve and impovate the national cubure
heritage in the programine area

o Provpotion of oudoor tourism services and tacilities

The bereficiaries shall be legal entities and be established in an IPA 1T beneficiary participating m the
CHRC programme.

Potentinl heneliciaries could ber local avthontes, local governments and  their institurions,
assocttions of mumicipalities, development azencics, local business suppor organisations, ccononic
factors such as SMEs, toweism and cultural organisations, NGOs, public and private bodies supporting
the workfores, vocationsl and technical fraining institutions. bodies and organization for nature
proction, public bodies responsible or water management, [refemergency  services, schools,
colleges, untversities and research canters including vocations and technical training institutions.
Adkditionul entitics can be added if relevant to the programm,

by The essential selection critena are lNnancial and operational capacity of the applicant.

b Thwe essential award criteria ave selevance. effectiveness and feasibility, sustainability and cost-
effectivencss of the action.
d) Maximum rate of Union co-financing for grants unier the calls iz 83%: of the eligible cost of the

action,

e} Incicative wmount of the call(s ) at least EUR 8B40 000,000 The responsible structures may decide
to merge the 2004 allocation with subsequent budgel allocations.

£} Indicative date for lavnch of the call(s) for proposals: tentatively in the first seoester of 2016,
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4  IMPLEMENTATION

4.1 IMPLEMENTATION MODALITIES AND GENERAL RULES FOR PROCUREMENT AND
GRANT AWARD FROCEDURES

INDHEECT MANAGEMENT?

This programue shall be mplemented by indirect management by Montencgro in accordance
with Article 58(1)c) of the Financial Regulation and the corresponding provisions of 11y
Rules of Application.

The general rules for procurement and gramt award procedurcs shall be defined in the
Financing Agreement between the Commission and the IPA I beneficiaries participaling in
the cross-border cooperalion programme

3 PERFORMANCE MONITORING ARBANGEMENTS

As part of its performance measurement framework, the Commission shall monitor and assess
progress owmds achievemant of the specific objectives sel oul in the [PA 11 Regulation on
the basis of pre-defined, clear, transparent measurable indicators, The progress reports
referted o in Article 4 of the [PA {1 Regulation shall be taken as a point of reference in the
assessmoent of the results of IPA I assistance.

The Commuission will collect performance data (process, output and outcome indicators) fror
all sources, which will be agereeated and analysed in terms of racking the prozress versus the
targets and milestones established for cach of the actions of this programme. as well as the
Country Stratcev Paper.

The National [PA Co-ordinators (NIPACs) will collect information on the performance of the
actions and programmes (process, outpul and ouatcome indicators) and coordinate the
collection and production of indicators coming from national sources.

The overall progress wall be monitored through the following means: a) Result Orientated
Monering (ROM) system: by IPA 1 Beneficiaries’ own monitoring; ¢ self-monitoring
performed by the EU Delegations; d) joint menitoring by DG Enlargement and the IPA (1
Beneliciaries, whereby the compliance, coherence, effectiveness, efficiency and coordination
i implementation of fnancial assistance will be regularly monitored by an IPA II Monttoring
comimitlee, supported by the Joint Monitoring Comnuttee, which will ensure o monitoring
process al programime level.
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IPA Il Cross-border programme
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Montsnagro

FROGRAKNME SYHOPSIS

' F‘IDQFE Mmime illle

Prc:rg.rarnrne area

| Programme thematic

Prdg'rail"r_uh'ue overall
objective

|PA Il Cross-porder programime
Kosavo

CEC Frugrnrnma Muntenegrn Hasm.ra'

' Montenegro: The municipalities of Andrijevica, Bar, Barane, Bijelo P:-he

. Gusinje, Kolagin, Mojkavae, Petnica, Plav, Pedgerica, RoZsje and Ulcinj

- Kosovo: West Economic F{egmn which is composed of the municipalilies of |
PelefPer: lstag/lstok, Kliné/Klina, Junik, Degan/Decani, Gjakové/Dakovica,
Improve the standard and quality of living of the people in the programme |
area through the environmertally sustainable and socially inclusive ecanomic |
davelopment of the region, with respect for its common cultural and natural

. heritage.

priorities, (as stated
in Annex |l to the
IPA Il Regulation ) :

' 1. Promoting employment, labour mobiity and social and cultural inclusion

across the border

' 2. Protecting the environment, promotng climate change adapiation and i

mitigation, risk prevention and management
3. Enccuraging tourlsm and cultural and natural herilage

4. Technical assistance

Programme specific
abjectives

| Thematic Priority 1: Promoting employment, labour mobllity and social |
| and eultural inclusion across the border :

1. Improve the access to the labour market

2. Encourage socially vulnerable groups lo participate in society

Thematic Priority 2: Proiecting the environmeni, promoting c:Hmare
change adaptation and mitigation, risk prevention and management:

1. Improve the environment, waste management and sustairable use of |

resources

' 2. Reducea soil erosion and promate soil conservation
| Thematic Priority 3: Encouraging tourism and cultural and natural

heritage:

1. Improve the volume, quality and visibility of tourism

2. Promote and improve cultural and natural heritage and valuss
Technical Assistance

! To ensure the elfective, efficient, transparent and timely implementation of the
| programme and awareness raising

Financial allocation
2014- EDE'D
Implementation
methac

! Contracting Authority

| IPA I bensficiary
| [Cperating
Structures]

' EUR 8 400 000.00

Indirect Management (subject to the entrustment of budget implementation
tasks) o
Montenegro:
Miristry of Finance
Central Finance and Contracting Unit (CFCLU)

| Stanka Dragojevica 2

Relevant authorites

in the participating

Tel: + 382 (0) 20 230 630

Fax: + 382 (0} 20 220 657

Montenegro:

Ministry of Foreign Affairs and European Integration

| Stanka Dragojevica 2
! 81000 Podgorica
| Tel (-3B2 20) 224 439

Fax:(+382 20) - 224 448

Kosovo!
Ministry of Local Government Administration

“This designation is withaut prejudice to positions on the status, and in line with UNSCR 1244/1989 and the I1CJ Opinien on
the Kosovo declaration of independance
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IPA 1l Cross-border programme
Maontenegro Kosovo

 Former Rilindja Building
| Floors: 11, 12 and 13, Prishting/Pritina
P Tel: (+381 38) 213 010
_ it Fax:(+38138)213804 S
1 JTS/Antenna The JTS will be located in Podgorica, Montenegro.

Antenna office will be located in Prishtina, Kosove.

™
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Section 1: Programme Summary

The prcgramme for cross-border cooperation betweer Montenegro and Kasovo will be
implemented under the framework of the Instrument for Pre-accession Assistance (IPA 11).
IPA Il supparts cross-border cooperation with a view lo promoting good neighbourly relations,
fostaring union integration and promoting socic-economic development,

The legal provis ans for its implementation are st pulated in the following pieces of legisiation:

« Regulaton {EU) Mo 231/2014 of the Eurcpean Parliament and of the Councll of 11
March 2014 astablishing an Instrument for Pre-accessior Assistance (IPA )

« Ragulation (EU) Mo 236/2014 of the European Parliament and of the Council of 11
March 2014 laying down common rules and procedures for the implementation of the
Union's instruments for finarcing external action

+ Commission Implementing Regulation EU no 447/2014 of 2 May 2014 on the specific
rules for implementing the IPA |l regulation

The document has been designed and drafted by the Ministry of Foreign Affairs and
European Integration of Montenegro and the Ministry of Local Government Administration in
Kasova, with suppot of Cross-border Institution Building Project (CBIB+), in accordance with
the provisions of the framework for IPA 1,

1.1 Summary of the Programme

Main findings

The document covers an extensive range of subjects that have been analysed and that are
considered to bs relevant lu the fulure development of the programme area, ranging from the
regional economy, unemployment, agriculture. tourism, education, haalth, culiure and nature,
civil society, infrastructure, the legal framework and environment. These subjects have all
been siudied thoroughly using the Political, Economie, Social, Technological, Legal, and
Environmental (PESTLE)-analysis methodology, based on which the Folitical, Ecanomic,
Sacial, Technolagical, Legal and Environmental aspects of regional development with a cross
border impact in the programme area have been analysec. For each of the eight potential
thematic programme prigrities defined by the European Commission, a SWOT analysis was
carried out, therewth identifying the Strengths, Weaknesses, Opportunities and Threats of
each potential thematic programme priority. In particular, the issues of employment and social
inclusion, environment and tourism weara consicered to be critical for the development of the
Prograrime area.

Main areas of intervention

As a result of the above findings and in close consultation with all stakeholders three thematic
priorities have been selected for the 2014-2020 Montencgro-Kosove CBC Programme, with
the following specific objectves:

1. Promating employment, labour mobility and social and cultural inclusion across the
border

+ Improve the access to tha labour market
+ Encourage socially vulnerable groups to participata in society

2, Protecting the environment, promotng climate change adaptation and mitigation, risk
pravention and managameant

s Improve the environment, (water and solid) waste management and sustainaole use
of resources

+ Reduce =oil erosion and promote soil consarvation
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3. Encouraging tourism and cultural and natural heritage
* Improve the velume, quality and visibility of tourism
= Promote and preserve cultural and natural heritage and values

In addition a fourth Technical Assistance priority has been added in order to supoort the
initiation, implementation, meonitoring and evaluation of the Cross Border Programme.

1.2 Preparation of the programme and involvement of the partners

The actual programming process spanned a period of eight months, from mid September
2013 to mid-May 2014, However, preparations involving both Operating Structures started in
June 2013 and continued until May 2014 during which the programme document has been
revised two times. The docurrent at hand is the result of close and intensive cooperation
between Montenegro and Kosovo in this period.

In order to be able to get this document produced and endorsed, slakeholcers were
frequently consulted and asked to provide information (e.g. municipal and regional statistics
and strategies, national and domestic statistics. policy documents and strategies, denor
publications and initiatives, ete.).

In addition the following initiatives were taken and events organized as part of the pragramme
procass;

- A Joint Task Force (JTF) was established, consisting of a representation of staseholders
from both Maontenegro and Kosovo fo the preparation of this CBC pragramme.

A survey on Cross Border Cooperation among regional stakeholders in the prograrmme
area (municipalitizs, sector associations/NGOs and SMEs) was developed, disseminated,
collected, processed and analysed,

In-depth interviews with representatives of line Minisiries were conducted in Qctaber
2013,

Two workshops were organized for central

< JTF members - on 25 Septernber 2013 in Podgoerica for the Montenagrin JTF memters
and on 1 Octohar 2013 in Pristina for the Kosovar JTF members - to inform tham about
the objective of Cross Border Cooperation, the technicaities of programming :his
document and their role as JTF members.

- Three JTF meetings were organized, the first one en 18 October 2013 in Pejé/Ped to
review the draft situational analysis uf lhis document, the second one on 15 Movember
2013 in Podgorica to review the draft programme strategy of this document and the third
on 25 February 2014 in Podgorica to presart the second craft of the dacument,

A Western Balkan Regional Forum was organized on 21 and 22 November in Belgrade,
where representatives of Kosovo and Montenegro presentad the programming process
and the main characteristics of the draft programme document submitied to the EC by 15
Movemoer 2013

- Public consultations were hed in holh Montenagro (30 October 2013) and Kasavo (13
May 2014), and the feedback was taken inlo account while preparing the final draft of the
document.

The Commission commented on the first and the second draft of the document and
provided suggestion on improvements in preparation ol lhe final version submitied to the
Commission on 25 May 2014.

The table below gives an overview of the steps in this programming process.
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18 September 2013,
Kosovo

23 Septeriber 2013

20.-21 September 2013, !
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Kick off meeting

Meetings and clarificaton interviews with OS and line
! ministries

Intreduction meeting with the MNE OS

25 September 2043

Strategy development and fermulation training for the OSs,
JTF, JTS of Maontenego

26 Septemnber 2013
Podgorica, Montenegro

Kick-off maeting

27 September 2013
Kosovo

Infarmation meetings at central level

01 Octocber 2013

Strategy development and formulation training for the 0Ss,

07-11 October 2013 Consultative meetings and clarification interviews with ling
Montenegro ministries and OS5

18 October 2013

Kosovo

1% JTF meeting

a0 Oetober 2013

Bijelo Polie , Montenagro

Public consultation with CBC stakeholders

05-06 Novembear 2013
Kosova

Corsultative meetings with the 05

15 November 2013
Podgorica, Montenegro

{ 2™ JTF meeting on Programme Strategy

15 Novermber 2013

Submission of the first draft of the Programming Document to
the Commission

21-22 November 2013
Belgrade

Regional CBC Consultative Forum

23 January 2014 . ) .

Technical meating on the programming process,
Kosovo .
7 Fabruary 2014 | Submission of the 2nd draft version to the Commissian

25 February 2014
Podgorica, Mantenagre

3rd JTF meeting

{13 May 2014

' PejsiPet, Kosovo

Public consuliation,

| May 2014
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Section 2: Programme Area

2.1 Situation Anaiysis

Figura | Map of Programme Area

V ; The programme area for the Cross-
i s P, bordar Frogramme between
/3\ \ é‘“’ HE 4 Montenegro and Kosovo covers a

g L Bistn Pedj territory of 8725 ki wilh & total

\ R e e
L Ml ke

population  of about 706,823
inhabitarts. The total borderline
langth is 75.6 km. There are two
border crossing peints; in Kulla/Kula
{on the road Ro2aje-Pejé/Pet),
which is also a custems point; and in
Qakor/Cakor (on the road from
Muring linking Plav and PejéPec
municipalities) that has been closed
to traffic for the last fourteen yvears.

In Monienegro the eligble area
cover 6,400 km® and is composed of
12 municipalities or a total of 624
seftlements including the capital city
end 11 main towns, There are no
edministrative regions in Montenegro
and the follewing are the municipalilies represented in the programme area:

+ The municipalities of Andrijevica, Bar, Berane, Bijelo Polje, Gusinjs, Kolagin, Mojkavac,
Patnjica, Plav. Podgorica, RoZaje and Uleinj:

In Kosavo the eligible area covers 2,325 km® and includes the West Economic Region,
which is compesed of the municipalties of Pej&/Peé, Istog/stok, Kiiné/Klina, Junik,
Degan/Dacani, GjakevéBakovica,

Fable T ~ The programme area

Municipatities of Andrijevica, Bar, Berane, Bijelo Polje, Gusinje,
Holasin, Mojkovac, Petnjlca, Plav, Podgorica, Ro#aje and Lcing

&, 400 465%

Koddgus | R RS : . 10,0087 00 100%

West Economic Region (municipalities of PejéiPet, Istogfistok, |
i Klind/Klina, Junik, Dacan/Detani and Gjakové/Bakovica) i

" Source: KAS (2013). Kosovo in a nutshell. Availasle at: hitp:/issk.r<s-gov.netleng!
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The territory of the programme arse is biggar in Meontenegro (73% of the programme area)
than it is In Kosovo {27% of the programme area). Six municipalities are directly on the
relevant horder, Berane, RoZaje and Plav in Montenegro and Pejé/Pec, Istog/Istok and
Decan/Detani in Kosovo, The border line passes through the high mountain ranges of
Bjeshkét e Nemuna/Prokletije (Accursed Mountains) and Hajle also called the Albanian Alps.
Border crossing posts are located at high altitude and may be difficult to pass during winter.

Figure 2: Pragramime are in km? The West Economic Region of

e o L e KpgOV0 covers 2,325 km? and is
1 J'.EF,".m [ T e e e i . r r

| | is812 Territories [(km2) | bordering with Abania,

- ] | Montenegra and Serbia. Pejé/Ped

el represents the centre of the region

0.000 - which covers six municipalities,

8,000 W fState Pejg/Ped, Istog’ |stok, Kling/Klina,

| eico 4 Progamee sran | JUNIK, Decan/Delani,

 E——" | Gjakové/Dakovica. The area is

TIRATR - covered largely by the Dukagjini

o B I . . Plain that borders the Albanian

AN E (AT Tetal prossramens NDE. ThE hlghEEt F}Eﬂk is

o | Gjeravica Mountain (2,656 m)

which is also the highest 'p-néak"in Kosovo,

The eligible area of Montenegro covers the north-gastern part of the country, a mountainous
area pordering with Kosova, Serbia and the capital city of Podgorica. Mountain peaks reach
up to 2.500 meters and the territory is crossed oy rivers, like Lim, Moraga and Tara, forming
canyons and valleys. The ragion is dominated in the east by Prokletije and Hajla mountains
adjacent to Albania and Kosovo. Another mountain range, Bjclasica forms the centre of the
northern part of the eligible area. Podgorica is located in the central parl of Montenegro,
where the population and sconomic activities of the country are mainly concentrated. The
southern part of Fodgorica is among the rare territories in the country where intensive
agriculture 's possible and is reported to have Lhe largest all-in-one piece vineyard in Europe.
The municipality siretches to the northern shore of Skadar Lake, the largest lake in the
Balkans.

The eligihle area also covers two coastal municipalities of Bar and Ulcirj. The municipality of
Bar, with its port infrastructure, is an important entry and exit point for large amounts of
goods, not only for Mortenegro but also for its neighbouring countries. Consequently, it relies
less an tourism than the other coastal municipalities. Evan though the Morth-eastern region of
Montaregra is directly located on the border with Kosovo, the coastal area has paradoxically
a better access to Kosovo via the new highway in Morth-Waest Alaania.

The situation in the program area could be summarized as follows:

Economy

In Montenegro, in order to reduce disparilies in ecenomic and social development across the
regions, the Northern region is a priority for all national development strategies. Regional
economic develooment plans are based on the protection and preservation of the natural and
envirormental resources of the region and on a high pricrity given to sustainable agriculture
and food processing, tourism, sustainable forestry and creation of all tyoes of “green jobs" in
environmentally friendly sectors.

In Kosovo the same priorities are defined for the eligible economic region, to improve
efficiency in agriculture and forestry and to develop additional sources of income from
preserving natural assets and tourism. Mining is another economic potential in an area that is
known for having the richest mineral resources in Kosovo (lignite and bauxite minerals in
Istag/lstok and Kling/Klina municioalities).
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Unemploymesnt

Unemployment in the programme area ig high by international standards. A decrease in
econamic activity has been followed by a significant decrease in labour demand. It could be
argued that the labour market has yet to absorb the changes in the system related to the
transition to the market economy. Unemployment rate could also be associated with the
inacequate skills and education of the working age population,

Transition from the old socialist system to the market economy led to the negative frends in
terms of equal rights for all, including the right to employment, right to development and other
basic human rights. Social stratification caused the emergence of so called “losers of
transition” class. Some of the problems of social inequality, however, have deeper anc
systemic roots. Such are, for instance, the problems related to gender inequality and social
exclusion of Rema, recently increased with the emergence of refugees and displacea
persons. From the equity standpoirt, refugees and displaced persons are particularly
vulnerable categories, whose difficult economic situation is frequently related to the issues of
sceial marginalisation,

The official unemployment rate in Montenegro in June 2013 was 13.23% in the programme
araa excluding Bar and Ulcinj where unemoloymeant rate was 16.24%. The unemployment
rates of particularly vulnerable groups, such as the internally displaced persons, rafugees and
Roma are 10-20% higher than the averzge ones®. In Kosovo the unemploymen: rate is
30.8%. A high share of unemployment of women {in Kosovo 40%) and of yeung people
{55.3% of age group 15-23 in Koscvo) is a common feature. Unemployment is one of the
main reasons for nternal migration and emigration out of the area, negalivaly affecting the
population growlh and structure of the programme area. The overall population in the area is
decreasing and the emigration is high both Mantenegro and Kesovo, espacially from the rural
and less developed areas where the unemployment rates are high.

The problem with unemployment is so evident that all the stakeholders pointed out that it has
lo be addressed through the CBC programme, includirg the activities which will contribute to
the upgrade ano development of the vocational education and support the self-employment
programs. Particular attention will have o be given to the sncial integration of marginalized
Qroups.

e e
il L L

' Wes! Fconomic Region 42,703

aEsesa

Agriculture

Agriculture is an important sector of the econemy in the programme area, considering the fact
tnat the majerity of the population lives in rural areas and their man revenues come from
agriculture-related activities. Kosovo has over 80% rural population. In Montenegra, with tha

2 Montenegrin Strateqy of Sustainable Devalcpment

38ource: Employ=ent Agenzy, Juna 2613
* Kosovo Agency of Statistics; Lakour mar«et data by municipalifies 2011 Final Besults of the population cansus 2011
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axception of Podgorica, the share of rural population is also about 80%. Agriculture accounts
for 19 2% of GDP in Kosovo and about 11% of the GDP in Montenegro.

Due to climate diversity, agriculture in the programme area differs between lhe regions. The
farming systerms in the Northern Ragion in Montenegro and in the programme area in Kosovo
have relatvely similar features

Tourism

Despite an Jneven distribution of the flow of tourists, tourism is considered as an Bconomic
opportunity for the whole programme area. Obvious synergies, potentially 1o be supported by
the CBC programme, can be built between the Northem Region in Montenegro and tne
programme area in Kosovo, They have similar characteristics in terms of environment, wile
nature and mountains. Thase border regions in Montenegro and Kosovo are alse sharing the
same himterland location. Some small-scale joint tourism initiatives and packages. for
examole biking and hiking trails, have already been intiated. but many more initiatives would
be needed for tourism to be able to really take off and an integrated tourism develcpment
approach backed up witn the financial resources required is still lacking.

Tabla 2: Taurism

Education

The cducation systam in Montenegro and Kosovo is managed at central level. Improvemeant
ul lhe educational system and school infrastructure is a major priority for both governments.,
Ihe main problems in the field of education in Montenegro are; school infrastructure needs
to be ungraded; Roma and marginalised groups need to be better irtegrated in the education
systemn; there is an insufficient inclusion of children with special needs; existing curricula do
not prepare the young people for the market economy and entrepreneurship and there is a
lacx of financial resources for scientific research and development. In Kasovo, a number ol
educational indicators worsened owver the last decade, caused by the closure of schools,
shortage of gualified teaching staff, deterioration of school infrastructure and a shortage of
funding. On the one hand, school attendance in rural areas is low due to lorg travelling times
and poverty, while on the other hand classrooms are overcrowded in the main urban areas.

Table 3: Primary and Secondary
Education

Montenegro” R T 163 | 31,888 50

5 Sourca: Manstat - Statistical Yearbook o Montereara 2012 (data for 2011)
€ qource: Kesove Agency of Statistics (2012) Series 3. Econamiz Statiztics: Hotel Slatistics 24-2011
7 Source: Minisiry of Education, school year 2012/2013
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294,419 1,029 | 109,516 142

West Economic Hegicn 51,855 174 12.483 27

Health

The health systems are relatively similar in Montenegro and Kosovo, but different
demographics, with a very young population in Kosovo versus a pooulation nat old but ageing
in Montenegro, affect public health differenthy.

Tre National Strategy of Sustainable Development of Montenegro deplores the fact that “the
health care system is to a great extent geared towards the provision of curative sarvices” and
therefore considers prevention and health promotion programmes a priarity. In Kosovao, the
health sector is poorly and unevenly develuped and the absence of a legal framework for
health insurance is still hampering its development.

Table 4: Heaith services

Culture and Nature

In the programme area there arc scveral different religious beliefs, traditions, and cullures.
The area is ethnically a mix of communities (Montenegrins, Albanians, Serbs, Bosniaks) that
traditionally have been closely connected. There are sometimes strong bonds betwaen the
populaticns on the two sides of the border that are rooted in the common language ard
commeony shared personal, eultural, commercial and political beliefs and relations throughout
history. This cultural heritage and the regional identity at large are an asset for the ‘ouristic
development of e programme area. Cross-oorcer cooparation could play an important -o'e
in protecting and promaoting this heritage. The programme area iz characterized by rich
natural resources, unspoiled nature and mountainous landscapes. Tne lack of development
has helped keep programme area's natural beauly mostly untouched. The main natural
features in the programme area in Monteneqro ars 3 National Parks, water resources and
numerous mountan peaks, many of which are abcve 2,000 meters high. The natural
rasources in the West Economic Region of Kosovo include the National Park of Cursed
Mountains (Bjeshkét e Nemuna/Prokletije), the regional park of the Mirusha Canyons, and
cther locations along the valleys of the region, which have a great potential for development
of winter and summer tourism. The region has potential to offer various sports and recreation

activities, health and curative services, as wel as to develop eco and agro-tourism!!.

B Kesoun Agency of Statistics: Edueation Stafistics 2011-2012,
? Saurce: Health Stalislical Yeabeok 2010, Irstiute of Fubic Health
" Source: Source: Kosowo hational Institute for Putlic Healir: State o healh of Kosave population 2010

n Fegional Tourism Stratagy for the Westem Region of Kosowo, RDA, 2013
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Civil Society

Encouraging regional CSO (Civil Society Organisation) retworks - including sport, youth and
sultural organisations - could contribute ta maintaining and strengthening tha ties between the
communities an both sidas of the border in this multi-sthnic programme area.

Infrastructure

Poor infrastructure is a main obstacle to the economic and social development of the
programme area. The sustainable development and improvement of iranspart and public
infrastructure could contribute to sustainable economic growlh and a general increase of
wealth in the programming area. Sustainability could be achieved through the increased use
of renewable energy sources and an integrated approach towards improvirg transoort,
including non-polluting modes of public and private transpert, requiring the involvement of
stakeholders from all sectors and at all levels.

Legal framework

Neither in Montenagro nor in Kosovo is there any specific legis'ation in place, nor any bilateral
agreemert , that would in some way negatively affect cross barder cooperation in the
programme areas in particuar, differently from how 1 affects other areas. Of course the legal
framewark of both IPA |l Bensficiaries does regulate - ke it prohibit, inhibit, tolerate or
stimulate - specific phanomena or developments, ke for example measures related to
contraband, border safety or human trafficking. But that is what these legal framewarks per
definition are for and they do not specifically apply to the programme area.

Environment

With the overall development of the programme area largely relying or natural resources, the
environmental protection and preservation of these resources is crucial for the sustainable
development of the programme area. Adequate high quality water supplies are necessary
both for use by local eammunitias and local ecosystams. Energy consarvation and the use of
renswable fuels provide cost-cffective and more sustainable alternatives to non-renewable
sources for power generation. Air quality could be preserved oy limiling or elminating the
discharge of harmful chemicals into the air and by minimizing the sources of air ocliution.
Local communities have to support inteqrative approaches for managing. protecting, and
enhancing wildlife populations and hebitats appropriate to their area. Whie providing a
protective covering for soil, water, and the atmosphere, forests zre also renewable sources of
an endless variety of products. In a healthy ecosystem, policies and programs must balance
economic and cohservation needs, Land use practices and businesses that both conserve
ecosystems and enhance local economies have to be developed. Improved waste
management, contrel of pollution, an efficient use of enargy resources and improved land
management are amongst the key prorities to be addressec by governmental and local
development plans. The sustainable production of renewable energy, and in particular in the
sector of transport, heating and cooling, is an important izsue for the programms area and is
in line with the EU objectives of the 2020 "Energy and Climate change package". The
conditions in the whole programme area are conducive to the procuction of renewable energy
(production of hydroelectric ty but also solar energy, biomass and wind power), which is still at
a very early stage of development.

2.2 Main findings

The main findings stemming from the situation analysis carried ot in the previous chapter
may he summarised as follows:

Regional differences in te'ms of economic and social davelopment, naot only between
Montanegro and Koscvo out even within their regions, constitute a characteristic of the
programme area,

In terms of private sector development there are clear synergies to be developed within the
programme area and to be supported oy the CBC programme. The entrepreneurial tradition
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identified in the programmng ares, with a long ristory of cross-border trade. should be
utilized. The challenge will be how to overcome the culture of a short investment horizen,
favouring short-term trade opportunities over long-term capital investments.

Unempleyment is a major economic and social preblem across the programme  area.
Creation of new jobs and impravng the unemployment characteristics {especially reducing
gender inequalities, stimulating employment of youth and tha disabled) are among the key
sustainable development challenges. The employability in the programme area has to
improve and the entry of young people to the labour market. Also, a mismatcn in the
demanded and available ‘abour force qualifications has to be racuced. Adequate ratraining
measures, by recognising previcus education, can improve the ratio between the lzbour force
demand and supply and reduce structural unemployment. Also, very important area of
intervention will be the development of employment programs for integration of soecially
marginalized groups,

A clear agricultural policy, better land management, the improvement of irrigalion schemes
and infrastructure and the introduction of a modem agro-processing industry, remain key
challenges and pre-conditions for an efficient development of agriculture ir the programme
area. One of the main challenges in this thematic area will be the continuous migration from
rural to urban arsas. which may impede the development of the rural economy in lhe program
area. Both at central and local levels, the development plans for agriculture are often linkec
with tourism. Their main developmen: priorties could be easily supparted by cross-border
initiatives.

The importance of tourism in the economies of Montenegro and Kosovo varies a lot - the
share of lourism in GOP coud be over 30% in Montenegro while t is still negligiblz in Kosova.
Neveriheless, tourism is a sector of octential grawth far the croas-harder area, thanks to rich
natural resources, unspoiled nature and mountainous landscapes, traditional folklore and the
presence of valusble cultural and historic sites, Tourism development could increase the
iving standard and contribution to local/regional development, by keeping people in the
vilages and mitigating the problem of “aging’ of the villages through the devslopment of
agriculture and forms of tourism related to countryside and agriculture — agro-lourism, eco-
tourism and countryside tourism. The development of this type of active outdoor tourism in
integrated packages (such as mountaineering, rafting, trekking, biking) represents an
opportunity for interventian in the geographical area.

Improving the educational system and school infrasiructure is a major priority for the
programme arss. The CBC programme will hava a limited role in addressing this issue but
could support exchanges between schools and vecational training centres in the border
areas. The presence of higher education institutions and research centres in both sides of the
programme area is an asset not only for establishing academic cooperation, out also for
inilialing cross-border research programmes in sectors such as agriculture or touriam. It is
well known that vacational training curriculum is not aligned with Izbour market demand, but
there is certain opportunity to better serve the labour market through uograding and
modarisation of VET services offer in the program aree.

Health prevention campaigns and health education are potential activities to be covered
within the framework of the CBC orocramme.

The cultural and natural heritage iz a hignly prospective asset for the touristic development
of the programme area, with Mational Parks on both sides of the border. Linking cultural and
natural heritage promation wilh tourism could provide various opportunities for development
and for cross-border cooperation initiatives. One of the main challenges will be to avercome
the lack of experience in organising joint culture activities between communities across the
border. Potential areas of intervention wil cerainly include the cevelopment and
strengthening of local institutional capacities related to cultural and traditional values ard
preservaticn of cultural heritage sights.

The loca natwork of community organisations both in Montenegro and in Kosovo is diverse
and rich and some cf them, such as the mountaineers associations, environment protection
organisations, conservation of the cultural heritage ete. could play an important rolz in tourism
developmant.

Tha whole programme area is ebounding in environmental resources and biod versity,
Environmental proleclion and preservation s therefcre the key for a susfainable
development of this &rea. The environment in the programme area, is undar pressure through
& combination of factors: poor water supply and sewage management, uncontrolled waste
disposal, unregulated urbanisation and, in some areas. industrial pollution: there is a risk of

by
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deforestatior due ta uncontrolled logging; rivers and lakes locally risk pollution from illegal
landfills and poor industrial and urban wasle management; the intensive use of pesticides is
harming agriculture; the fauna in and around the lakes and rivers s sutfering from over-fishing
and illegal hunting. All these challenges are at the same time the areas of potential
intervention, which have to be followed by growing public awareness on ervironmental

protection Mmeasuras.
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Section 3: Programme Strateqy

3.1 Rationale

3.1.1 Justification for the selected intervantion strategy

The needs and challenges of the programme area as identified in the situational analysis
(including PESTLE and SWOT analysis) require an integrated approach that will allow for
impraving the relatively weak susiv-sconomic situation in the region. with its high
unemployment, especially ameng youtn and other vulnerable groups. This imorovemen:
can best be realised by capitalising on the strengths and opportunities of the Mentenegrin-
Kosovo programme area, which is rich in natural resources and cultural heritage, providing
opperiunities for forestry, agriculture and mining, if carried out in a sustainable way, The
beauty of the area provides a good basis for tourism, provided that it can capitalize on these
cultural and natural assets and is therefore developed in a sustainable way, with respect for
the environment.

The overall objective of the Montenegro-Kosovo Cross Border Cogperation can thus be
summarized as [ollows:

Overall Programme Objective:.

“Impreve the stan ang guaiity of living of the peop i F'-’“ -.t._h"Z'
environmentally sustainable and socialy inclusive economic developr the region, with

‘espect for its common eultural and natural herftage.”

In order to achieve this overzll objective - fully supported by the situat onal analysis and in line
with the outecome of the survey conducted among regional srakeholders - the fol owing three
thematic priorities have been identified:

Thematic Priority 1:
Promoting employment, labour mobility and social inclusion

Justification: The basis of individual wealth is income and the main source of income comes
fram having a job. Currently unempleymsant and consequently emigration is high. In order to
revert the pattern of m gration, the econcmic situation should im rrove, especially for younger
people. The prospect of attractive forms of (self-) emoloyment available in the region is a key
factor for young people and young families te build their future in the region, which will in turm
allow the regional economy to become more productive and grow further. This calls for an
nclusive economic developmen:, with opportunities not only for the healthy, talented and
well-to-do, but also for the mast vulnerable graups in sociaty.

Thematic Priority 2;
Protecting the environment, promoting climate change adaptation and mitigation, risk
prevention and management

Justification. the programme area is blessed with natural beauty, but at the same time suffers
from some sarious problems (like erosion and sollution) that should be addresscd urgently if
nature is to remain an asset and an oppertunity for the sustainable economic deveslopment of
the region. As a matter of fact that is not only crucial for the development of the agro- ard
forestry sector, but also for the well-being of the papulation at large. Moreover, it bacomes a
critical success factor for the next thematic priarity:

Thematic Priority 3:
Encouraging tourism, culture and natural heritage

Justification: Tourism is still relatively underdeveloped, especially in the border area, and
offers a great potential to czpitalise on the rich cultural and natural heritage of the region,
provided cf course that the environment is clean. If pecple realise that, then tourism
development could in return be a driving force far developing cleaner and more sustainable

.
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enviranment, while offering job opportunities and a source of income to the rural community.
Mostly unspoiled natural heritage in the programme area, which includes Mational Farks,
watar resources, numerous mountain peaks and other locations along the valleys and rivers
of the region, aleng with preserved cultural her tage, nave a great potential for development of
winter and summer tourism, various sports and recreation activities, health and curative
services, as well as to develop eco and agro-tounsm,

Thematic Priority 4:

Technical Assistance

In addition to the above three thematic priorities, this CBC programme a so includes a fourth,
technical assistance priority aiming amongst others at reinforcing the administrative
capacity of the authorities implementing the CBC programme and of the beneficiaries. This
priority will also include the preparatory, management, menitoring, evaluation, information and
control activitias related to the implementation of the programme.

3.1.2 Coherence and compatibility with policies and projects

Annex 5 gives an elaborate overview to illustrate the coherence and compatibility of the three
selected thematic priorisies with poley and donor documents and initiatives. To this end the
relevant documents and initiatives related to policies and to donor invalvement are listed for
gach thematic priority and par IPA |l beneficiary.

The selection of Thematic Priority 1: Promoting employment, labour mobility and social
inclusion Is Justified by high unemployment rates and high emigration rates out of the region,
which hinder the economic development of the region. Kosovo's Private Sector Developmant
Strategy 2013 — 2017, developed by the Ministry of Trade and Industry underlines the need
for a sustainable economic development of Kosove and defines private investments and
turther development of entrepreneurship as main gererators of economic growth. At the
same time, the Montenegrin Strategy for Employment and Human Resources Developmant
2012-2015 aims to create better conditions for new jobs and investment in human capital in
order to achieve higher level of employment and improve the economic compatitiveness,
while Montenegrin Strategy on Development of Small and Madium Sized Enlerprises 2011-
2015 aims to achieve a more favourable business environment which woule reflect oositively
in the strengthening of SME competitiveness, innovation and export. as well as lead to an
increase in employment and uniform regional development, The European Commission,
through the European Office in Kosovo, in its "2013 Annua Programme for Kosove®
formulated the initiative on “Fdueation and Employment", targeted specifically at young
people and long-term unemployed people, stressing the need for social inclusion of all groups
in society. International orgarisations supported Montenegro's economic palicies ard human
resources development through numerous prajects. In the EU and regional context - this
thematic priority is in line with the South East Europe 2020 (SEE 2020}, the regional growth
and development strategy which aims to address tne challenge of unemployment as the
major social challenge these countries face in a coordinated manner. The strategy envisages
clear targets, indicators and policy measures to guide cooperation in line with IPA I
beneficiaries' priorities. The strategy rests on five pillars (integrated, smart, sustainable,
inclusive growth and good governance), all of which make an important contribution in
stimulating the economy to create new jabs, while ensuring that the right combination of skills
is available for those jobs.

Thematic Priority 2: Protecting the environment, promoting climate change adaptation
and mitigation, risk prevention and management is justified with the undeniable fact that
degradation of the cnvironment negatively affects the quality of life ard consirains the
sustairable economic development of the region. Kosove's Strategy and Action Plan far
Biodiversity 2011 — 2020, prepared by the Ministry of Envircnment and Spatial Planning,
defines the following strategic objectives: development of legal and institutional framework in
line with the EU stendards and its effective mplementation; conservalion, protection and
improvement of plant and animal species; integrated protection of nature through ceoperaticn
with other sectors, sustainable use of biodiversity and equal sharing of benefits and
promotion of cffective education and communication for Dbiodiversity. Mantenegro's
Development Directions 2013-2016, a document produced by the Minisiry of Firance, defines
enviranmental protection policy as a pre-condition for preserving a healthy environment and
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the health of people, sustainable tourism, agriculture, forestry, rura development, transport
and energy as pricrily development sectors in the ecological state of Montenegro, The
selection of this thematic priority is in line with the climate palicy objectivas of the EU. The
alignment with EU standards in the environment and climete change sector contributes to
strengthering administrative capacities and accalerating integration of Montenegro into and
the approximaticn of Kosovo to the EU's ecanomic and political community. Therefore, it is ne
surprise that the EU and other international donors were particularly active in the feld of
environmental protection and funded a numoer of projects in both IPA Il Beneficiaries {non-
exhaustive list in Annex 5).

Thematic Priority 3: Encouraging tourism, culture and natural heritage was selected
because tourism is recognised as the patential growth secter for this region, witn its cultural
and natural heritage. Tourism requircs a clean environment and offers possibilities to create
cmployment. so this thematic priority clearly complements the other two thematic priorities.
Successful development of tourism could ensure amployment and income for a sizeable
segment of the population. Montenegro Tauriem Developmant Strategy until 2020 defines 5
operational objectives: creation of tourism-related and accompanyng infrastructure; creation
of unique sale offer; development of all-year-round tourist destination principle: development
of an aporapriate institutonal and legal framework as the basis for creating & successful and
sustainasle tourism development, and increased participation of the local population in the
tourism industry. Kosovo's Regional Development Agency West puolished a Regional
Tourism Strategy for the Western Region of Kosovo and established a thematic Worxing
Group on tourism invalving municioal representatives of the region, civil soclety, businesses
and institutions af higher education. Several internatioral donors implemented projects in the
fie'd of tourism, cultural and natural heritage in the programme area on both sides of the
border,

Against this background, lhe three thematic priorities are coherent and compatible with
policies of both Kosovo and Montenearo, as well as with donor programmes and projects. It
should furthermore be noted that the thematic priorities are in full compliance with the “IPA
Cross- Border Programme Montenegro — Kosovo 2011 — 2013", which was also focused on
the socio-economic development of the programme area, and with specal attention for
tourism and environment. The Call for Proposals for supporting economic, environmental and
social development in the eligible areas unde- the IPA Cross Burder Cooperation Frogramme
Mantenegro — Kosovo 2011-2013 was launched early in 2014. As this was tha first Call for
Proposals and the evaluation process was not concluded when drafting the programme
document, no lesson-learned can be concluded from this process. Mevertheless,
Montenegra's and Kosovo's experience in other CBC programmes points out to the fact that it
Is very important to better understand the IPA legal framework and to set up efficient
management structures (NIPAC, OS, JMC, JSC, JTS), as wel zs ta run a grant scheme n
order to become familiar with EU —funded calls for preposals.

3.2 Description of programme priorities

Below is a tabulated overview of the programme strategy, one table having examples for
€ach thematic prionty and a table for the technical assistance priority.
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Thematic Priority 4: Technical Assistance

Specific objective:

The specific objective of the technical assisiance is to ensure the efficient, effective,
transparent and timely implementation of the cross-border cooperation programme as well as
to raise awareness of the programme amongst central , regional and local communities and,
in general, the population in the eligible arogramme area. It also supports awareness-raising
activities in order to inform citizens in bolh IPA || beneficiaries. Moreover, as experience has
stown under the programming cycle 2007-2013, this priority will also reinforce the
adminisirative capacity of the authorities and beneficiaries implementing the programme with
a view to improve ownership and suitability of the programme and projects’ results.

The technical assistance zllocation wil be used to support the work of the Cperating
Structurcs (O8) and of the Joint Monitoring Committee (JMC) in ensuring the efficient set-up.
implementation, monitoring and evaluation of the programmes as well as an optimal use of
resqurces. This will be echieved through the establishment and operation of a Jont Technica
Secretarial (JTS) based on the territory Mentenegro and an Antenna Office on Kosovo, The
JTS will be in charge of the day-lo-day management of the programme and will be reporting
o the OS5 and JMC.

[ntended results:

1. The administrative support to the Operating Structures (0S) and Joint Menitoring
Committee (JMC) of the programme is enhanced

This pricrity will secure & smooth programme implementation during all its phases. It includes
the availability of the financial means and the deployment of qualified staff in chargs of
assisting the Operating Structures and the Joint Monitoring Committee. as well as
estaolishing and enforcing management, monitoring and control mechanisms and
procedures. Il required, it will also contribute to the preparation of the successive financial
cyele (2021-2027).

Result indicators:

Indicator | Unit Baseline | Target 2022

Average share of beneficiaries salisflisu with the | Percentage | No data B4
pragramme implementation suppnrt‘l“'“

2. The technical and administrative capacity for programme management and
implementation is increased

This pricrity will alsc provide opportunities for improving the competences and skills of the
management structures of the programmes, as well as of the potential applicants and grant
bencficiaries. Specific canacity building activities will be planned and executed on the basis of
identified needs in the course of the implementation of the programme. As part of the lessons
lzarned from the programme cycle 2007-2013, () an ncreased participation of the JMC
members in the tasks stipulated under the IPA Il legal ‘ramewerk will be expected; (i) the
capacity of potential applicanis te develop sustzinable cross-border partrerships will be

" Requires a regular and simple survey using a standard questionnaire wilh closed types of
queslions,
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enhanced; and (iil) the capacity of grant berefic aries to salislaclorily meet the cbligations of
thair contracts will be reinfarced.

Result indicators:

Indicator Unit Baseline | Target 2022
Average increase in the number of proposals | Percentage | Nodata No data”
received within each consecutive call
Average Increase in the number ol voncept notes | Percentage | 0 10%
| that would qualify for furthar assessment

* Please note that In the financial pErapective 20714-2020 possible tallored/stracegic Calls for Projcsals are envisaged
with clear focus andfior certair requirements recarding potential bensficiaries. Also, Calls for Proposals might use the
rotating principle for the selection of thematic priorties (T and their specific objeclves and in “hat respect the
numbier of progosals mignt Not necessanly be increased. For these reasons, the potential expecled inurease in the
numbar cof apolications reczived could be calculated for each consenutive call individually and will be affected Ey a
factor that could be calculated basad an: 1) Tatal financia envelope available, 2) Thematic pronties, specific
objectives and resLits included in the Call for Froposals, 37 Minimum and maximurm amourts of granks allowed, )
Murmiper ot applications and grarts allowed per applicantyco-applicanvatfillated entity and 5) Any elhar special
pravisions influsncing various eligibilty cntena applicable ‘or a specifc call 1or proposals,

4.1.3. The visibility of the programme and its outcomes is guaranteed.

The CBC programmes have been very popular in the eligible arsas thanks, amongst other
things, to the visibility actions undertaken during the 2007-2013 programme ¢ycle. Locking at
the number of applicants in subsequent calls, it has been noted that there is an increasing
interest far cooperaton intiatives, These achievements should be maintained and even
improved during the implementation of the financial perspective 2014-2020. A variety of
communication channels and publicity tocls should 2e developec to ensure regular
information between programme stakeholders and a wider audience,

Result indicators:

Indicator Unit | Baseline Target 2022
Increase in the number of people Percentages 500 100%
participating in promational events |

Visits to the programme website Number 0 | 30,000
Type of activities:

A non-exhaustive list of potential activities covered by the lechncal assistance allocation
would include:

» Establishment and functioning of the Joint Technica Secretariat and its Antenna,

« Organisation of events, meetings, traning sessions, study tours or exchangs visits to
learn from pest practice of other territorial development initiatives

= Participation of staff of the management structures in Western Balkans or EU forums

« Preparation of nternal and/or external manuals/handbooks

+ Assistance to potential applicants in partnership and project development (partrers
search forums ete.)

=  Advice to grant beneliciaries on project implementation ssues

» Manitaring of project and programme implementation, including the establishment of
a monitoring system ard related reporting

» Organisation of evaluation activities, analyses. surveys and/or background studies
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= Information and publicily, including the preparation, edoption and regular revision of a
visibility and communication plan, dissemination (info-days, lessons learnt, bast case
studies, press articles and releases), promotioral events and printed items,
development of communication tools, maintenance, updating and upgrading of the
programme website, efc.

* Support to te work of the Joint Task Force in charge of preparing the programme
cycle 2021-2026

Target groups and finaf beneficiaries (non-exhaustive lisi)

+ Programme management structures, including the contracting authorities
+« Potential applicants

« Grant beneficiaries

*  Final praject heneficiaries

® (GSeneral audencs

3.3 Horizontal and cross-cutting issues

Horizontal and cross-cutting Issues play an important role in the preparation and
implementation of this programme. Because of ther very nature they are namely per
definition a priority.

Protection and preservation of arvironment, natural resources and cultural heritace is the key
fo the sustainable development of the program area. Efiicient use of energy resources and
better waste and land management, as well as the control of pallution are amongst the key
priorties of both goverrments. Better quality of ai- watar and soil, together with a rich
historic-cultu-al-artistc heritage in the bordering area that needs to be preserved, are the
prerequisite for the development of tourism. Bolh cullural and environmental heritage are
assets for the economic development of the programme arsz. Rich Aatural oiodiversity,
untouched and atiractive environmen:, diversity of natural landscapes call for the
development of eco-tourism related type of outdoer “experiences” as an integrated taurism
package (e.g. mounaineering, rafting, trekking, biking). Favourable natural corditions and
resources for diversilied and sustainable agrculture created specific culinary tradition where
agro-food products contribute to strengthening the identity and tourist experience of tha
region. Furthar valarisation of natural resources in the view of economic development is a key
issue for the development of the area. Absence of employment opporlunilies resulting in
emigraticn of young and qualifed workers cou'd be best addressed by cpening new jobs in
the field of agriculture. production of eco food and other related products and tourism.

Development of employment programs for social integration of sacially marginalized groups
and the issue ef egqual opportunities will be clesely monitored in order to prevent any
ciscrmination based on sex. racial or ethnic origin, religion or belief, disabilily, age or sexual
crientation during the preparation, design and implementation of the cooparation programmea.
Dissemination of information. for example on an upcoming Cal for Proposals, will therefore
be widespread, without any prejudice or preference for wnatever background of eligible
participants. And when o-ganising information events it will be made sure that the venue will
be accessible for disabled persons also.

Also, the incividual thematic priorities themselves have been chosen iaking into account
horizontal and cross cutting issues, even though it is cbvious that selected pricrities are tightly
integrated throughout and across the supported activities within the programme. Taking an
izclated view of the selected priorities, it could be concluded that:
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- The selected thematic priority “Protecting the environment, promcting climate change
adaptation and mitigation, risk prevention and management” is a horizontal and cross-
cutting issue iteelf and through a separate financial allocation will therefore be well
covered in this programme.

- The selected thematic priority *Promoting employment. labour mobility and social and
cultural inclusion across the border” even mentions the aspecl of social and cultural
inclusion, which means; inclusion for all. This is moreover expressed and explicitly
covarad through its Specific Objective to “Encourage socially vulnerable groups to
parlicipate In society”,

- Tne tourism sector, which is largeted through the selected thematic priority of
“Encouraging tourism and cultural and natural hertage” is known to employ a relalively
higher percentage of women compared to, for example, the indusiry sector, thus
providing an acditional opportunity to address and reduce female unemployment in the
programime dared.

Projects prepared under the Area Based Development (ABD) approach to facilitate
sustainable grow:h in defined geographical arsas in cross-border regions in the Weslem
Bal<ans, in particular rural areas charactarized by specifc complex development preblems.
may be considered for funding under this cross-border cooperation programme. Accourt will

be ‘aken of the preparalory work for the ABD approzch already carried out in the cross-border
region covering Montenegro and Kosova,

Couble funding must oe avaided and complementarity of the activities with othar programmes
muat be ensured.
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Section 4: Financial Plan
Table 1 shows the indicative annual amount of Union contribution to the cross-oorcer
cooperalion programme for the period 2014-2020. Table 2 provides an incicative distribution
of the allocations per thematic priority as well as an indication on the maximum amount af
Jnion co-financing
Table 1: Indicative financial allocations per year for the 2014-2020 cross-border
cooperation programme
i : IPA Il CBC PROGRAMME MONTENEGRQ - KOSOVO [E‘;'j;']
- Year
: 2014 2015 2016 2017 2018 2018 2020 2014-2020
CBC:
: ﬁgﬂg‘;ﬁ‘ﬂs {1 a0 000 1200000 | 12c0000 } ‘840000 1200000 | 1zooo0o | cusoooo | 7560000
priorties)
Techminal 360 000 0.00 0.00 360 D00 0.00 0.00 120000 | 840 000
Azsistance
Total (EUR) 1200000 | 1200000 | 1200000 | 1200000 | 1200000 | 1200000 | 1200000 | &400000
Table 2: Indicative financial allocations per priority over the 2014-2020 period and rate
of Union contribution
IPA [ CBC PROGRAMME MONTENEGRD - KOBOVO
Union Beneficiaries Rate of Union
FRIETI S cantribution cao-financing otk funding contribution
fa) b} iz) = (A id) =faic)
1. Tharmafic Friority 1 - Promoting employment,
Imbour mobiity-and social and cultural inclusicn 2 1040 000.00 370 588,24 £ 470 588.24 853
across the border
2. Thematic Priorty 2 - Protesting the environmaort,
prommating climate change adaptation and miligation, 2820 00000 444 705,83 2 964 705 85 B3%
risk prevention and menagement
3. Thamatic Priority 3 - Encotraging tourism and S e
- cultural and natural heritage £ a3 I Wi 308 SR a5 %
4, Technical Assistance B40 DO0.00 0 340 COC.00 100 %
GRAND TOTAL (EUR) & 400 000.00 1334 117.65 9734 117.65

The Unicn contribution has been calculated in relation to the eligible expenditure, which is
based on the total eligible expenditure including public and private expenditure. The Union co-
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financing rate at the level of eacn thematic priority shal not be less than 20% and not higher
than 859 of the eligible exoenditura.

The co-linancing of the thematic priorities will be provided by the grant beneficiaries. Grant
seneficlaries should contribute with & minimum of 15% of the total eligible expenditure.

The amount dedicated to technical assistance shall be limited to 10% of the total amaount
allocated to the programma. The Union co-financing rate shall be 100%.

Funds for the thematic priorities will be committed through Comnmission Implementing
Decisions covering one to three years allocations, as appropriate. Funds for technical
assistance will be committed througk a separate Commission Implementing Decision.

Section 5: Implementing Provisions

The overall aim of the cross border programme is to implement high quality, result oriented
projects with a clear addec value and of a strategic nature, relevant for the cross border
programme area.

As a main ruls, this programme will be impemented through calls for proposals (CiP). The
Joirt Monitoring Gommittee will be responsible for identifying the thematic prioritics, specific
objectives, target beneficiaries and specific focus of sach call ‘or proposals which shall be
endorsed by the European Commission, It is foreseen that each call for propesals weuld be
focused on two or maximum three specilic objectives at the time.

Based on the priorities defined for each call for proposals, specific elements in order to

achieve prcjects with high level cross-border impact will be defined. These elements may
include among others:

a) Genera calls for proposals (open to all interested operators that are narmally eligible
for the aclivity(ies)). In the case of general calls for proposals, the JMC may limit’
each call for proposals to one or maximum two thematic pricrities per call;

b) Targeted calls ‘or project proposals narrowing the target group of potential project
beneficlaries.

Cperations selected shall include final beneficiaries from both Morntenegro and Kosovo which
shall co—operate in the development and implementation of operations. In addition they shall
conperate in either the staffing or the financing of oparations or both.

As only four specific objectives were selected it would be easy to rotate selected specific
objactives in groups of twa ta three in subsequent calls for proposal. Furthermare, the call can
have a greatsr impact if it is oper to a reduced group of potential bereficiaries, such as
municipalities, civil society organisatons or similar. The inlended results should rotate in
subsequent calls for proposals following an example similar to the one illustrated 'n the table
b low:
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I bR 't
Specific objective 1.1, result B el
More unemployed peope. ncluding
students that finished or still in the
school, succeed in finding a job

General CfP

Specific objective 1.1, result 1.1.3.
More people decide to start their
own business .

Specific cbjective 3.1, result 3.1.4.
Dutdoor ~ tourism  activties and
tacilties created and improved -

Specific objective 3,1, result 3.1.3.
Sites and buildings with a cultural
value conserved, revitalised and
open 1o oublic

Strategic Projects are defined as those which have a significant cross-border impact
throughout the Programme area and which will, on thel” own or in combinatior with other
Strategic Frejects, achieve in particular a specific objective. During the preparation of the
pragramme no strategic projects have been identfied. However during the programme
implementation period it might be considered to allocate part of the financial allocation of the
programme o one or more strategic projects. The identification of strategic projects will
depend on whether specific intarast is demonstrated by both IPA |l beneficiaries to address
specific strategic priorites which clearly follow common objactives and prove te have a clear
crogs-porder impact,
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Strategic projecis can be selected through calls for strategic projects or outside call for
oroposals. In the latter case the pregramme partners will joinlly identify and agree ocn any
strategic praject(s) that will be approved by the JMC at the appropriate moment along the
grogramme implementation. After the identification and confirmation of the strategic approach
by the respensible authorities and the JMC, -elevant institutions (lead institutions for strategic
projects) will be invited 1o submit their proposals in the form of lerms of reference, technical
specifications or bills of quantities. In that event, after being proposad and approved by the
JMC and endorsed by the Commission, tne CBC programme must be amenced to
incorporate such & strateqic project.

In both cases the received proposals will be evalualed on the basis of pre-defined and non-
discriminatory selection criteria. Strategic projects shall deliver clear cross border impacts and
benefits to the border arsa and ita people and shall produce durable changes and effects that
extend seyond lhe cross border area and beyond current project content. Some general
criteria for selacting the strategic projects would ba: impact on both sides of the programme
area: link with local, regional or other strategies for development of the bordering areas; 'evel
af contrbutior and co-financing from local authorities; number of population benefiting from
the intervention: cost effectiveness of the intervention; complementarily with parallel actions,
sustainability of interventian.
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ANNEX 1: Desceription and Analyses of the Programme Area
Al.1  Political

In Kesovo, the public adminislration requires reforming in order to implemert its reform
poliicies. Ihese reforms are formulated in the "Public administration reform strategy 2010 -
2013" of the Government and include:

1. Policy management, for a reorganised system and institutional capacity building for the
transparent planning, development and debate of public policies

2. Legislative drafting, for a rearganised system and institutional capacity building for the
planning, drefling and monitoring of legsiation

3. Ethics and trarsparency. ‘or a public administration that I= ethical, transparent,
respensible, incorrupt, nen-discriminatory ane with equal opportunities.

4, Communication with and participation of citizens, for a regrganized communication
system and strengthened participation of citizens in the drafting process of palicies,
legislation and decision-making

5. Budgetary planning, for a plannec budget in accordance with the priorities set by the
governmanrt

6. Budgetary execution, for a befter ef‘ectiveness (performance) in budge: execution and
dealing with requests from budgetary organizations in accordance with a set of criteria for
controling revenues and for making budget revisions

7. Internal control and auditing, ‘or the impravement of the internal audit and control system

8. Public procurement, for @ modernisation of public procurement procedures in accordance
with the international best practices and standards.

in}

Organization of the public administration, for the recrganization of the execLtive and its
subnrdinated organs in accordance with the approved recommendations

10. Human resources menagement and development, for a civil service which is professional,
impartial, independent, merit based, including reform of salary system, oriented towards
citizens and businesses

1. Rationalisaticn of admiristrative processes through digitalization (e-governance), for
improved administrative services that are provided by the government institutions for
citizens, businesses and itself, resulting in a modern, transparent, and well perfarming
Government

In Montenegre the natianal reform process is focused on the efficient and reliable provision
of acequate pubic sector services, essential for achieving a higher level of life quality of
citizens and for creating a favourable economic and social environment. In view of the fact
that Montenegro is in the advanced stage of EU ntegration, close attention is paid to the
administrative capacities needed for enforcing the EU Acquis communautaire. The alignment
with the EU Acquis communautaire means not only the harmonization of laws but zlso the
development of cifferent sector policies related to administrative capacties that are now not
gualified enough to cope with new challenges and requiremens.

The Strategy fer Public Administration Refarm for the period 2011 - 2016 has bezsn adopted
as well as its implementation Framewaork Action Plan under which actions are undertaken
during the reform of public administration, local self-governments and organizations and
holders of public authorisations. This is to result in a “structural adjustment of the pualic
administration system to the best European standards; rationalization of public administration:
its increased afficiency and savinga; improvement of coardination inside public administration;
its openness, accassioility; and the participation of citizens in public duties performance”.

The fiscal policy of the public secior &nd its effects on the national budget has been an issus
since Montenegro regained ndependence. Measures have been undertaken for ensuring
fiscal discipline, among which also the one restricting the wages fund, while at the same time
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maasures have to be taken and funded to improve the efficiency of pudlic acministration and
to build capacities for managing the process of accession to the European Union.

As far as the country status regarding EU accession of Montenegro is concerned, the
decision establishing the Megetiating Structure for the Accessior of Montenegro to the
European Union was adopted on 2 February 2012, On 29 December 2012 the Government of
Montenegro appointed the Chief Negotiator for conducting negotiations regarding "CCession
of Mantenagra o the EU. 33 working groups were establishec to conduct negotiations ‘or
certain chapters of the acquis, and 12 negotiatars - membars of the Negetiating Group - were
appointed. By the end of 2013 the negotiatng slruciure consists of approximately 1,300
members, including representatives of all social structures, public institutions, the academic
community and civil society,

In March 2012, Montenegro initiated the screening process, a detailed analysis of the level of
compliance of Montenegrin legislation with EU legislation. The screening of all negotiating
chapters was competed on 27 June 2013. In the course of that process 66 explanatary and
bilateral screening meetings were held for 33 negotiating chapters. Following the reception of
the EC Sereening Repart (for individual chapters), the Megotiating Strueture will work on the
negotiating positions and development of reports on the negatiating chapters.

The EU's relations with the Western Balkan countries take place within a special framework
known as the Stabilisation and Associalion Process. |t has 3 aims:

1. Stabilising the countries politically and encouraging their awift transition to a market
BConomy

2.  Promoting regional cooperation

3. Evertual membership of the EU

A counltry is offered the prospect of membership (it becomes a potential candidate). This
means it should be offered official candidate status when it is ready. This process helps the
countries concarnad build their capacity to adopt and implement EU law, as well as European
and internaticnal standards. It is based on an ever-closer partnership, with the EU offering a
mixlure of:

Trade concessions (duty-free access ta EU markets

Economic and financial assistance

Assistance for reconstruction, development and stabilization

Stabilisation and association agreements — a far-reaching contractual relationship with
the EU, entaling mutual rights and obligations.

W=

Each country maoves step by step towards EU membership as it fulfils its commitments in the
stabilization and assocation process. The Commission assesses prograss made in annual
prograss reports.

On Kosavo the European Commission observed in a Feasibility Study In Oclober 2012 that
increased alignment of legislation with the acquis was recommended in order for Kosovo to
meet its obligations under a possible Tuture Stabilisation and Association Agreement.
Underlining that the pace of progress depends on Kosovo itself, tre European Commission
invited Kosovo to intensify refarms and focus on implementation in the areas of rule of faw,
judiciary, public administration, electoral reform and the Assembly, human and fungamental
rights, protection of minorities, trade and internal market issues, and phytosanitary and
velterinary issues.1®

But a year later, in October 2013, the Commission also observes that Kosovo has made
substantial progress in these areas.’®

In the context of the political eriteria, the Kosove government hag increased its capacity to
address otrlorities of the Eurcpean approximalion process. It has demonstrated this capacity

15 5ource: European Commsson - Feasibilty study for a Stabilisation and Association Agreement with Kagave, October 2012
18 Source: Eurapean Commission - Kosovo 2013 Progress Report, Oclaber 2013
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by its follow-up to the shorl-lerm priorities of the feasibility study and the preparations for the
negotiations of the Stabilisalion and Association Agreement, Steps have also been taken to
improve the Assembly's aversight of the government's wors<. However, the decision of the
Assembly to debate the outcome of a judicial case was a selback to Kosove's efforis to
strenglhen its institutions of democratic governance.

Kosovo has demensirated a commitment to deliver results in the fight against organised crime
and corruption, including launching investigations and strengthening  the legislativa
framework. First steps have been taken to produce harmorised statistics in this area. Kosovo
has also continued is good cooperalion with EULEX. The judicial system underwent
important reform. Its coherent implementation will be essential for bringing further positive
charges and wil need to be closely monitored. In Jznuary, the laws on courts and on
prosecution entered into foree, introducing new court and prosecution slructures. The new
legal framework is expected to contributa to the independence, effectiveness, accountability
and impartiality of the judicial system. Kosovo has also continued the readmission of persons
from Member States.

Following feasibility study recormmendations, the Assembly has modified the articles of the
Criminal Code on criminal iability of the media and the protection of journalists” sources. The
Implementation Monitoring Council. which brings Kosovo autharities and the Serbian
Orthodox Church together, has been establisked and functions well. Public broadcasting in
the Serbian ‘anguage nas also started. A new Language Commissioner was appointed and
his office has started to perform its functions. The budget and staff of tte Ombudsperson
have increased so thal this institution can now deliver on its role as protector of good
governance and numan rights in Kosovo.

Kosovo still needs to ensure that efectoral refarm is completed and the legal framawork
reflects best practice in the EU. The Assembly nesds to srhance its oversighl of the
exocut ve by improved scrutiny of draft legislation and by moniloring the implementation of
polices and 'aws. The government needs to ensure adequate participation in the work of the
Assembly. Financial independence of the Assembly has improved, but further steps are
needed (for example improving rules of procedure and legislation on the Assembly} to
cnhance the financial and administrative independence of the Assembly.

On the rule of law, Kosovo needs to provide concrete evidence ol resuts in fighting
organised crime anc corruption as a matter of priority, and strengthen legislation and its
implementation. Kosovo needs to improve further the reliablity of statistics in these areas.
Kosove neacs to actively support EULEX in the implementation of its mandate, including the
Spacial Investigative Task Force. Kosovo is progressively laking cn increasing responsibilities
from EULEX. The Structured Dialogue on the Rule of Law is an essential forum for Kosovo
end the EU to review progress in this regard.

Political interference in the work of the judiciary remairs a serious coneern. Tha Judicial ard
Prosecutorial Counci's need to strongly respond to attacks against judges, prosecutors ard
the judicial institutions. The Assembly and the government need to do the same. Appropriate
security and protection measures for judges and court staff, as well as prosecutors, witnesses
and plaintiffs, are necessary. Kosovo needs to tske ‘urther measures to raduce the total
backlog of cases. including the enforcemeant of court rulings, and ensure triale are conducted
in appropriate premises and in line with court procedures. The recruitment of judges and
prosecutors fram minorities in accardance with the legisiative framework needs 1o cantirue.
kKosovo needs to ensure that the special prosecution responsible for cases aof organised
crime, war crimes and corruption maintaing its competencies.

As concemns public administration, Kosovo needs to focus on the implementation of
legislation, the strategy and the action plan, which reguires strong political guldance. The
professionalism of the civil service needs to be enhanced, and the persons belonging to
minorities need to be well represented in line with the legislation. Palitical irterference with
recruitment and appeintment of public employees necds to stos. In the area of human and
fundamental rights, the complex and overlapping institutional set-up for their promotion and
proleclion needs to be smplifled. More efforts are needed In investigating and prosecuting
physical attacks agains: journalists. The same epplies to violent incidents against the leshian,
gay, bisexual, transgender and intersex (LGBTI) community. Progress is also needed in
enforcing properly rignts, for example threugh decreasing the backlog of cases and improving
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enforcement of judicial and administrative decisons. Personal data protection legislation
neads ta be bater entorced. The Assembly needs to design a susiainable long-term funding
mechanism for the public broadcaster; appointments to its board still need to be completed.

On the protection of minorities. legislaton on cultural heritage and the Serbian Orthodox
Church needs to be implemented. Lacal authorities need to be further supported to continue
the process of decentralisetion. The strategy and action plan for the Foma, Ashkali and
Egyptian communities need to be implemented vigarously, as the situation of these minorities
on the ground remains a major concern. This is also important in the context of the visa
liberalisation process. Attacks mativated by ethnicity or religion have to be investigated,
prosecuted and perpetrators brought to justice.

As regards the economic criferia, Kosove has made some progress towards establishing a
functioning market ecoromy. Cansiderable reforms and investments are needed to enable it
tc cope over the long term with competitive pressure and market forees. Tne challerging
economic situation in the region and the EU has started to affect Kosoveo's economy, although
less than in other countries of the region. Kosovo's GDP grew by 2.5% in 2012, Fiscal policy
has been prudent and budget performance has been on track. A legaly binding fiscal rule
was introduced, to be implemerted in 2014. Unemployment has remained vary high. Kosovo
has continued significant investments in its infrastructure. Continuous efforis are needed to
suppart macroeconomic stability and improverment in the social situation. Kosovo needs lo
imprave its competitiveness and business environment, and suppar: the privale secltor so as
to reduce unemployment. A sound business environment demands further measures to tackle
the weak rdle of law and corruption. Privatisation needs to cortinue. The informal sector
remains an impaoriant challenge.

The priorities in the area of European standards need 1o be tackled in the context af
negotiations on the Stabilisation and Association Agreement. Kosovo has completed the
restructuring of the Ministry for Trade and Industry so as to be able to negotiste the trade-
related parls of the agreement effectively and it has completed an impact analysis. Kosove
has also undertaken efforis to prepare the agricultural census,

As regards trade and internal market issues, improving Kosovo's business stalislics is
essential. Kosovo needs to continue implementng the legal framework for trade, competition
and the internal marke:. Kosovo needs to step up its efforts in 2 number of phylosanitary
and veterinary areas that afiect food safety, as delined in the feasibility study. In the energy
sactor, efforts to decommission the Kosovo A power plant need to be enhanced. The focus on
the priorities of the feasibility study, on preparing the negofiations of the agreement with the
EU and on the visa liberalisation dislogue has had an impact on progress in other sectors.

So although progress has cleary been made, al lot of work still remains to be done, But 2013
has been a very important year for Kosovo on its path to the European Union. The decisions
of the European Council in June 2013 autnorising the opening <f negotiations ‘or a
Stabilisation and Association Agraement (SAA) represented the start of a new phase in EU-
Kosovo relatiors, and the Commission aims to comolate these negetiations in spring 2014, to
inilal the draft agreement in summer 2014 and thereafter to submit the proposas fer the
Council to sign and conclude tha agreement.

The Stabilisation and Assoclation Agreement with Montenegro (3AA) entered info force
on 1 May 2010, following ratification in all EU Member States. During the ratification process

which lasted just over two and a half years — the so called Interim Agreement was
implemented, referring 1o trade and trade-related issues falling under the competence of the
EC. When the Stabilisation and Association Agreement entered irto force the Irterim
Agresment c2ased to be valid and a new institutional framework for cooperation between the
EU and Mentenegro was established.

Althcugh the Stabilisation and Association Committee of Mentenegro and the EL jointly
concluded that progress was made in all areas of SAA implemeniation, annual Progress
reports alsa pointed to the need for additional legislative and institutional harmonisation in lhe
following areas:

1. Agriculture and rural development- it is necessary to establish the Payment Agency in
the sector of agriculture, and to continuously strengthen the capacities of the Payment
Agency which by the day of accession needs to establish the Integrated Administraticn
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and Control System (IACS) for the enforcement, monitoring and control of direg
payments, identificaticn of land parcels (Land Parcel Identification System LPIS), and
monitoring of the intervention measures for the market management (CMO) — Common
Market Organisation:

Food safety — Montenegro should establish a working body which would coardinata all
activities in the area of food sa'ely, including the control:

Taxes and customs — Il is necessary 10 further strengthen IT sectors in the Tax
Administration and the Customs Administration. According to recommendations from the
last Progress Report, the last Law Amending the Law on Excise (OQfficial Gazette of
Mentenegro 38/13) was adopted and it envisages tne abolition cf the coffee excise
effective from 1 January 2015;

Financial contral- It is necessary to make addilicnal efforts in strengthening the
independence of the State Audit Institution and the strengthening of the admiristrative
capacities of this irstitution.

Commercial law ~it is necessary fo establish an indesendant hocy for the contral of work
of auditors:

Judiciary and fundamental rights and Justice, freedom and security— The mast important
recommendations in this area are related to the constitutional reforms. capacity building
in the Administration for Anti-Corruption Initiative and the Public Audit Institution, asylum.,
etc. Some activities have alrsady been carried out regarding the fulflment o obligatons
stemming from these two chapters. A detailed set of reform measures has been
envisaged by the action olans for Chapters 23 and 24 which were acopted by the
Government on 27 June 2013;

External relations - It Is necessary to clearly define the institution which wocld deal with
the export loans;

Enviranmental protection — the |ack of strategic approach in the area of water quality and
waste management, It is necessary to strengthen administrative capacities regarding
enviranmental inspectors.

Al.2 Economic

Regional Disparities

Regional differences in terms of cconomic and social development, not anly between
Meontenegro and Kosove but even within tneir regions, constitule a characteristic of the
programme area,

The Fegional Development Strategy of Montenegro measures these differences by
calculating a development index, whick is a weghted average of basic socio-economic
indicators. According to this index, the situation of the municipalities within the pragramme

area in Montenegro is as shown in the graph 6.17

Figure 3: Index of deve'opment of mumicipalities in Montenegro
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lhe national average. The municipalities of Plav and Gusinje, in a landlocked location, have
the lowest level of develapment in the country. The municipalities of Bar and Ulcinj, unlike the
other coastal municipalities, are alse below the national average. However Bar is in a better
situation due to the economic weight of its port.

Relatively industrialised at the time of Yugoslavia, the northern region has faced a major
economic decline. The whala narthern region conlribules 1o the national GDP with only 18%.
The average unemployment rate as well as the poverty rate are significantly righer than in the
central and coastal regions. This situation leads to a constant de-population of this region,
which may hamper further developrent plans. However, the region has valuable resources
which are mainly linked o Its unigue environmert. This is paricularly the case for the
agriculture and lorestry sectars, for the production of renewable energy and for developing all
types of mountain and oco touriem. Small production actwvities mainly related to food
processing (meat, fruit and vegetable) and wood processing are re-developing and a lot o
efforts are devoted to develop new tourism products.

The Capital city of Podgorica, having a central position, is concentrating on services and
industries. It also benefits from favourable soil and climate conditions for intensive agriculture.

The coastal region. apart from the activities related to the port of Bar, is highly depending on
touriem and related sctivities. However, foreigr and national investments in tourism sector
were so far mainly concentrated in the wesem part of the cost. In terms of tourism
infrastructure, Ulcinj and Bar are still far from being at the level of the other municipalilies of
the Mantenegrin Adriatic coast,

In Kosovo, the programme area has a predominantly industral-agrarian based economy.
Agriculture, trade, construction and food processing are generating the majority cf local
turnover and revenues.

Currently, the major strengths of the West Economic Region lie in its geographical location as
a gateway to neighbouring countries (Albania and Monlenegro) with which it has a long
tradition of frade. The quality of fts natural environment, the potential for agriculture product.on
anc especially tourism, as an attraction for visitors, are also factors favouring the economic
development of the area. The region has a relat vely developed ‘ood industry with snterprises
supplying the Kosove market and exporting to the neighbouring countries. The construclion
sactor (apartment huildngs) and the food and beverage industry are particularly expanding.
The rcgion is very rich with forest products which are very much required in the external
market and the timber indusiry is reviving. In =addition capitalizing on the traditional
advantages in these sectors, RDA West (the Regional Development Agency lor Western
Kosovo) undedines the need and potential for foreign direct investments (FDI) in the
innovative sectors of information and communication technelogy (ICT) and business
services.'®

Kaosovo
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With well ever 40,000 businesses in the programme area the private sector is becoming an
important factor in job generation in both IPA Il Beneficiaries. In Kosovo there are currently
18,174" registered businesses operating in the programme area, accounting for 17% of total
number of businesses registered in Kosovo, The overwhelming majority of companies are

'8 eouoe; RDA West - Raganz! Promaton Strategy of invesiments in the wester ragion of Kosave, 2093
¥ source; SME Support Agency - 4 statistical Overview of Enterprises as of 20.08.2011
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SMEs, just like the overwhelming majority of SMEs are micro companies with less than 10
employees=?. In Kosovo for example over 98% of all companies are micro companies. 2!

Medium 50-2489 221 D.22

In Mantenegro. 12,903 active entraprareurs and SMEz woare operating in 2012 in the
orogramme arca (counting for 57.82% of the total number of active SMEs in Montenegro) but
34.73% of them are concentrated in the municipality of Podgorica22.

As shown in the graphs 7 and 8, the distribution of SMEs per economic sectars is similar in
the two IPA Il beneficiaries. The main SMEs activity is concentrated n the trada sector {retail
and whcleszle trade) dominating with 46% in Kosove?? and 43% in Montenegro, followed by
other activitias in the tertiary sector (35% in Kosove and 39% in Montenegro). SMEs in the
primary sector were represented with only 2% and 1 % in bath heneficiaries. but the number
iz balisved 0 be much higner due to the fact that majority o farmers operate as family
business not  officially
registered in the tax
offices. 24

Flgure 4: Businesses by economic seefors in Kasovo

In the Kosovo part of the
programme arzg and in the
gadli] Morthern Hegion in
CEE T | Montenegro, the private

i S sector is dominaed by small
shops, which sell moslly
imparted goods. Genearally
speaking, the manufacturing
sector is underdeveloped,
there is a flourishing informal
economy, and businesses

Tertlary sactor Terdary sector Secandary sactor Erimary sector Ezzﬁaﬂ:fﬁﬂgzt:‘:eg?tda:grllcg:r
cmomcsicd o e hign credit Interest rares of
e A A e NS S s i e e e ] SGENDIREECIEL  ‘Danks.  Tha
estimated size of the informal econemy in Kosove ranges fram 40 to 50% of GDP25, This
weakans the trust between SMEs and the financial irstitutions ard reducas SMEs' access to
credit and ability to make use of formal mechanisms for disputes resolution. It also
discourages foreign investmart and in that sense cross border cooperation. Amongst the
important factors representing a constraint fer the economic development of the programme
area are the lack of tcchnolegical know-how and labour skils necessary lo respend fo the
merkel demand for high-quality services and products. In the food industry, the lack of
distinctiveness (packaging, marketing strategy, ete.), poor branding and lack of quality
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2D Source Kosovo Businse Fiegastraion Aganecy (KBRA, 2013

! Zouice. SWE Desvelopment Straegy for Kosove 20012 - 2016

22 5ocrce Directorate ‘or Development of SMEs, 2012

23 Savree: Kosovo MTL SMEs Susport Agency, "SME Annual Report® 2008

24 BaLrce Monstat *Analysis of businesses by muricipality and secior” Segt 2012

23 Gauree: Goverment Programme ‘or Praventen of the Infomal Econcmy In Kosovo 2010-2012
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T Y — and traditional agro-food
produets) with the southern market ie a priority emphasized by many stakeholders and could
also benefit to Kosovo.,

In Kosovo, the Ministry of Trade and Industry has launched Industrial Par<s and Busincss
Incubatar initiatives as a concrete measure to stimulate SMEs development. In the West
Economic Region an incubator is established in Degan/Detani and another one is planned for
Pejé/Pe¢ municipality. In the West Economic Region of Kesove, and with the support of EU
funding, a Regional Development Agency (RDA) is estabished, aiming to supporting the
economic development of the area., RDA nas recently prepared a Hegional Development
Strategy 2010 — 2013. |1 acdition the RDA West is is currently, with EC techniczl assistance,
repositioning itself in order to become more active as a business advisory centre in regional
private support development.

In Montenegro business suppert mechanisms are in place, but not always up to standard.
Chambers of Commerce are present in each region of the programme area but ther activity is
limited in scope. There is a business centre in each municipality, providing support and advice
to the entrepreneurs. Business incubators, under the umbrella of the Directorate for
Development of SMEs (SMEDA) are operating in Podgorica and Bar and the opening of
another ane is planed in Berane.

In Kosovo a strategy for regional development, providing an ovarall and integrated
framework for regional and/or croge-ragional priorities, is not in place. This issue s currently
being addressed, with the support of EC technical assistance and has already resulted in the
creation of an association o RDAs, ARDA. Meanwh le the main regional strategy for the West
Economic Regior is in place, prepared by the RDA West, and in close cocperation with the
municipalities in the region and incorporating the municipal strategies.

In Montenegro, on the other hand, economic development strategies, although defined by
national authorities, local governments and internatioral organisations, are top down ariented
and struggle to find relevant interlocutors at the local level, Here the insufficient cooperation
between municipal and regional authorities, sector associalions and farmers associations is
seen by some as an obstacle for developng business activities, particularly in the field of
tauriem, which requires strong local, national and international interconnections.

In Kosovo and Montenegro it is worth noting though that policy reforms to stimulate private
sector development are paying off, and that it is becoming easier to develop a business. In
the World Bank's ranking of “Doing Business 2014 the situation in both Kesovo®® (going up
from rank 96 to 86) and Montenegro=7 (going up from rank 50 to 44) improved.

% source: hitp: www, doingbusiness orpoata‘exploreeconomissbosevo
27 saurce: htte:(www.doingbusiness.org'cata/exploreeconamias/marenegra

Fazove
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Starting a Business

Dealing with Construction permits
Gell ng Electricity

Reaqistering Property

Getting Credit

Protectirg Investars

Paying Taxes

Trading Acrces Borders
Enforcing Coniracts

Resolving Insolvency

Recent business reforms in Kosovo:

1. Starting a business: Kasovo made starting a ousiness easier by creating a on-stop shop far
incarporation

2. Dealing with construction permits: Kosove made dealng with construction permits easier by
eliminaling the requirement for validation of the main construction projects, el minating fees
for technical approvals from the municipality and reducing the building parm t fee.

3. Registering property: Kosovo made transferring property easier by introducing a new notary
system ard by combining procedures for drafting and legalizing sale and purchase
agreements.

MONTENEGRO29
ST DB 2014 Rank T DB 2074

69

Dealing with Construction permnits 106

(Getting Electricity 60 .
Registering Property a8 114 Loih
Getting Credit 3 3 Ma change
Protecting Investars 34 32 -2
Paying Taxes g6 85 -1
Trading Across Borders 53 51 [ -2
Enfarcing Contracts ! 136 134 [1-2
Reszclving Insolvency 45 45 Mo change

Recent business reforms in Montenegro:

1. Dealing with construction permits: Montenegro made dealing with construction permits
easler by introducing a one-stop shop and imposing strict time limits for the issuance od
approvals

2. Reqistering propery: Montenegro made registering property easier by introducing a
hotary system

28 squrce: Worla Bank - Uning Businass 2012, Kosovo (Rank ng out of 189 economies)

Y Source; Word Bank - Do ng Susiness 2014, Montenegro (Ranking out of 189 eccnomies)
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In sJm, in tarms of private sector development there are clear synergies to be developed
within the programme arze and to be supporied by the CBC programme.

In Montenegro, in order to reduce disparites in economic ard social development across the
regions, the rorthern region is a priority for all national development strategies. Regional
economic developmant plans are based on the protection and praservation of the natural and
environmental resourcas of the region and on a high priority given 1o sustainable agriculture
and food processing, tourism, sustainable ferestry and creation of all types of "green jobs™ in
environmentally friend'y sectors.

' The same priorities are defined for tha two economic regions in Kosove to improve efficiency
in egriculture and forestry and to develop addilional sources aof income from preserving
natural assets and tourism. Mining is another economic potential in en area that is known for
having the richest mineral resources in Kosovo (lignite and bauxite minerals in Istog/Istok and
Kling/Klina municipalities). |

Labour market and unemployment

In Kesoveo, with micro companies {i.e. companies with up to 9 employeeas) reprasenting maore
lhan 98% of all companies, it should come as ne surprise that private sector employment also
in the programme are is largely based on small-scale enterprises and self-employment. But
in rural areas the main opportunities for develapment and ereation of employment and for
increasing or compensating for limited family income are still in agriculture. The private sector
in Kosovo employs about two third of the total number of employees, whilst the public sectar
employs about ane third.

In Montenegro agriculiure is more important for employment in the rest of the programme
area than in the Bar and Ulcinj. Services, mainly in frade and tourism sectors, are
predominant. Public services (particularly municipal services), are a major and ofien main
emplayer. The distribution of employment per region and per economic sector in Montenegro
is snown in graph 9.
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The average net salary per month in Montenegro is reported to be lower in the Northern
Region than in than the national average®®. As regards the difference in salary level, saaries
in Montenegro are according ta Eurostat statistics about three times higher than in Kosovo®!

30 gaurce: MOMSTAT, Cficial Stztemant , salaries in Septamber 2010
31 govLrce: UNDP - Kosovo Human Development Report 2012, private seclor and emplayment
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where on estimate 34,3% of the population Ives in poverdy and 12,1 even in extreme
aoverty. 2

Figure & Avevage monihiy salaries in ELros! in central Evranean ang Balkar countries, EumaStat 30110
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It should be noted however that in programme area of both Montenegro and Kosovo,
considerable number of people work outside the programme area or even abroad and are
very active in providing aid to their families. Remillances, thus, play an Impaortant role in
subsidizing incomes and local consumption.

In Montenegro unemployment is still a major sconom ¢ problem and is characterised by
significant regional differances. The official unemployment rate in June 2013 was 13.58% in
the programme area. A high share of unemployed are women and of vourg peopla.

In Kosova unemployment is also a majer chalenge, and the regions West and Morth are no
exception to this, with an unemployment rate of around B0%. The number of registered
employed people in 2011 in the West Cconomic Region was 42,703, while the lolal number of
registered unemployed then was 45,05C people {unemployment just over 50%), with the
majority of them belonging to the age group from 28-35. However. tnis might nat reflect the
real siluation considering that people invelved in agriculture are courted as self-employed
and the rate of employment in agriculture is most probably overestmated (hidden
unemployment). Approximately 40% of unemployed are women.

In canclusior, regardless of the fact that the statistics may have a relatively big error margin,
t1e consensus is that unemployment in the Kosovo programme area is still extremely high,

Agriculture and rural development

Agriculture is an important sector of the economy in the programme area, considering the fact
that the majarity of the population lives in rural areas and their main revenuss come from
egriculture-related activities. Kosovo has over 60% rural population. In Montenegre, with the

¥ Sovrce Economic Statistics 2011 - 2012

Kasavo
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exception of Podgorica, the skare of rural nopulation is also about 60%. Agriculture acccunts
far 19 % of GDP in Kosove and about 11% cf the GDP in Montaregro.

Due to climate diversity, agriculture in the programme area differs between the regions. The
farming systems in the Narthern Region in Montenegro and in the programma area in Kosovo
have relatively similar features.

In Montenegra, the agriculture n the Central Region (Podgorica) is more intensive and
export oriented; while in the Coastal Region agriculture is oriented by the growing importance
of the tourism industry. The Morthern Region in Monteregroe has the largest share of arable
land in the courtry. The share of population living from agriculture is also much higher than in
lhe Southem Regions {(about or over 10% in most municipalties whie the national average ia
only 5.3%). The alluvial sois in lowlands and abundance of water make this region sultable
for crop and vegetable production, fruit as well as livestock. Plateaus are adequate for high
quality potato production. A large part of the territory is covered with grasslancs, proper for
summer pasture of cattle. Particularly important for the dentity of the region are the summer
pastures or “katuni', temporary settlements for catlle and sheep breeders. A tew hundreds
ara still used, some of which are owrad and used by breeders from Kosowve. Small and
medium processing unts for meat and vegetables are operating in the region. Due to an
Insufficient production in Montenegro they are ollen buying a part of the raw materal in
Kosovo. Forests constitute a major asset for the sustainable development of the country. With
54% of its territory covered with forests. Montenegro is one of the more foresied countries in
Europe and mare particularly of the northem region. Ore third of forests are privately ownad.
Forest fruits, medical and aromatic planis are a potential which is still to be developed.

As far as the Central and coastal regions in Montenegro are concerned, Podgorica is the
main lowland region and has optimal conditions for dwersitied production: vegetable, field
crop production, livestock, fruit and wine. Wire is the main expart orienied production in
Montenegro and 75% of the Montenegrin vineyards are located in Podgorica municipality.

The ceastal region in Montenegro is especially suitable for subtropical fruit and olive
production. Cver 80% of the total number of cilrus lrees in Montenegro grows in Ulcinj and
Bar. Olive production is a tradition in Ulcin] and Bar where 50% of the total production in
Montenegro is concentrated. The olive ail. known for its quality, is produced in small
processing units and almost exclusively sold on site and in local green markets. Considering
the demand tor domeslic cive products, this production has a big potentlal fer development.

The hilly relief of the coastal area is also rich with honey plants and medical herbs and is
suitable for cattle breeding.

In Kosovo the naturzl conditions in the programme area are suitable for a diversified
development of agriculture. Agricultural productivity is often based cn small plots of arable
land and small-scale family households. Most agricullural producls are for self-consumiption,
but a good par of the West Region's production is traded on the Albanian side of the border.
The large-scale migration of labour force from rural areas has caused a decline of the
utilization of arable land

West Kosovo, with a total agricultural land of 141,287 hectares, of which 100 thousand
hectares of arable land, has potential for the further development of the sector. The West
Economic Region grows cereals, and has viniculture. Fruit-growng is Increasing rapidly,
making the region one of the main suppliers of the Kosovo market with apples. Tha mountain
part of the territory is dedicated to cattle-breeding, milk production and forestry. The area is
also well-known for the cultivation of trout, truck farming, viticulture and beekesping. The
cattle-breeding sector, including the processing of milk, with one of the biggest milk
production plants in Kosovo located in the region, as well as ceveloped small-scale meat
processing industres, make the region important for supplying the Kosovo market, The
Dukagjini Plain is of particular importance for the agriculture deve opment of the regien. lis
geographical location, the fertile sail and climatic conditicns are ideal for the developmaent of
horticulture, fruit production and beskeeping as well as arable and livestack (including poultry)
farming. The largest part of the territory is covered by pastures. Agricultural land consists of

arable land, gardens, orchards, vineyards, greenhouses, meadows, pastures, and land left
fallow.

Kosova
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| An overall observation for the whole programme area is that a clear agricultural policy, batter
and management, the imorovement of irigation schemes and infrastructure and the

intreduction of a modern agro-processing industry, remain key challenges and pre-conditions |

‘or an efficient development of agriculture in thase regions. At the govermmental and local
leve g, the development plans for agriculture ars often linked with tourism.

Tourism

The importance of tourism in the economies of Montenegro and Koscovo varies a lot. On
estimate™?, by including the grey market, the share of tourism in GDP could be over 30% in
Montenegro while it is still negligible in Kosovo.

In Montenegro, the Coasta Region is a very popular tourist destination, ir contrast to the
Morthern Hegion where fourism is still in an early stage of development. The whole Coastal
Region makes up over 95% of all overnight stays in the country, mostly during the holiday
months of July and August. Within the programme area, in 2071, Uleinj ard Bar made up
almost a quarter of all overnight slays in the country. It was only just over 1% for Podgorica
and even less than 1% for the programme area ir the Northern Region™

Under the brand "IMontenegro-Wild Beauty", all efforis are now oriented towards “intagrating
all regions into a single righ gquality destination™. This integrated approach includes
improvement of public infrastructures, environmental protection and preservation of traditional
agriculture and handicrafts. Promoting "quality instead of gquantity”, the goal is to decrease the
pressure on the coast by extending the tourist season and by including the narthem
municipelitias in the tourism offar,

Despite the current low level of tourist visits, the Morthern Region of Montenegro has a
potential for develeping tourism ralated to mountain sports (skiing, hiking, biking, raftirg, etc.).
Donors' initiatives and private investments in hotels already succeeded ta increase tourism in
the North ard new hiking and biking trails are being developed. And Kolaiin (tha only ski
centre in the programme area) is bacoming a tourist centre for the region. In spite of the
intended intcgrated aporoech there is a tendency however for municipalities in the region o
develop their own facilities and capacities.

The Central Region, Podgorica, is rot relying on tourism for its further economic
development, but nevertheless in particular wine tourism is developing.

The Coastal Region Is a popular tourist destination during the summar period. In 2011 as
much as 1,130,387 overnight stays were registered n Bar and 878,305 in Ulcin/*8. In Uleinj
about two third of the tourists are reported o originale from Kosovo. However, both
municipalities are sulfering from insufficient investment in the tourism sector. Particularly, the
hotel industry is less developed than in the other coastal municipalitios and private
accommadation is predominant (often not registered, which reduces tax income of the
rmunicipalities). In addition, the municipal infrastructure and urban planning are no: adapted to
this seasonal influx, adding pressure on the environment and guality of Ife of the inhabitants.

In Kesovo the tourism irdustry is still still in an early stage of development in bolh economic
regions and dominated mainly by daily tourism. A main reason fort his is that, contrary to
Montenegra, Kosove is landlocked and lacks the coastal line that Montenegro avails of.
Toursm infrastructure is therefore much lzss developed, whicn in tum is a cause for attracting
less tourists.

Nevertheless, tourism Is a sector of potantial growth for programme area in Kesovo, thanks to
natural resources, unspoiled nature and mountainous landscapes, traditional folkiore and
some the presence of valuable cultural and historic sites. Pajé/Ped's, with the renowned
Rugova Valley for example, could be of interest to mountain tourists. And it has been

B gource Mentenegre Teurism Cevelapmer! Strategy fo 2020 (2008
% Sovree: Monstat - Statistical Yearbaok of Mantenegre 2012 {cata for 2011)
33 Sovrce: Mostenegro Touism Developmert Strategy to 2020 (2008)
98 Saurce: Monstat - Slatistical Yearbook of Monteregre 2012 (data for 201 1)

Kosavo
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proposed that a joint area in Albania, Montenegro and Kesovo will form the Curzed Mountains
(Bjeshkat & Nemuna/ Prokletije) National Park. And the De¢an/Detane Monastery is a world
heritage site, under protection of the UNESCO. It comes as no surprise then that it is widely
agreed that “the sustainable development of the tourism sector should be based on natural

resaureas and cultural heritage, which represent a competitive advantage of this region™. 5"

In concusion, despte an uneven distribution of the flow of tourists, tourism is considered as
an economic opportunity for the whole programme area. Obvious synergies, potentially to be
supported by the CBC programme, can be built between the Northern Region in Montenegro
and the Economic Region West in Kesovo. They have similar characteristics in terms of
eavirorment, wild rature and mountaing. These border regions in Mantenegro and Kosowvo
are alse sharing the same hinterland location. Scme small-scale jont tourism initiatives and
packages, for example biking and hiking trails, have already been imtiated, but many more
initiat ves would be needed for tourism to be able to really take off, requiring an integrated
tourism develspment approach backed up with the financial resources reguired.

A1.3 Social
Demography

Total Monienegro® 620,029 45
B ke T e T _:2‘;?#'..:. - 1) LR % g T P 24 A

Total
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Kosovo 39 SR s : 1,815,606 166

West Economic Region (municipalities of Pejg/Ped, 1s0g/|510K,
Kling/Klina, Junik, Decan/Cetani and Gjakove/Dakovica) as eligible 320,751 138
arega

The population living in the programme area accounts for almast 18% of the total population
of Kosava and 62% of Montenegro. Kasave's estimated population in the programme area is
slightly lower tharn the population of Montenegro. Generally, on Kosovo's territory, the
population density is relatively high whie it is low in Montenegro, particularly in the
mountainous Continental Ragion which constitutes maore than half of the programrre area in
Mcntenegro. Tnere is a tendency of internal and outward migration, negatively affecting the
growth and structure of the population in the programme area in Kosovo and in the narthern
region in Montenegra,

In Montenegro the population of the programme area is predominantly urban with almost half
of it concentrated in Podgarica. However, in the Northern Region and even in the Coastal
Region, the mgjority of the population is still living in rural areas,

In Kosovo there = a low urbanisation level in the programme area: around 70% of the
population is rural. The area is demographicaly young, with over half of the populatien
younger than 25. Albanians make up the majority of the total population, and the rast is

7 Source: ADA West - Regional Tourlsm Strategy for the western region o Kosovo, 2013
3 Source: MONSTAT, Cansus 2011
38 goyrce: Statisical Uffice of Kosova” Key Inicators of Population” hitp-esk.rks-gav.net'eng’, with carrection far Morty
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composed of Serbs, Roma, Ashkal, Egyptions, Busniaks, Turks, Croats, Gorani,
Mantenegrins.

In Montenegro the age distribution in the programme area is similar, althaugh lass extreme,
with almost half of the population younger than 29 years old. However, in many mountainous
localities, the ageing of the inhabitants is a major constraint for ecanomic development that
relies heavily on tourism and traditional agriculture. The majority of the population is
compaosed of Montenegring and Serbs. However, in the coastal municipalities as well as in the
municipalities of Plav and Gusinje in the North, Albanians form a strong minerity community
and even constitute a majority in the municipality of Ulcinj. In the northern regian the Bogniak
population is also very important and reported to be traditionally active in trading with Kosovo.
The situation of aver 10,000 displaced persons from Kosovo residing in Montenagro, in
particula- those from Roma, Ashkali and Egyptian community, is still an issue. Mosl of them
left Kosovo for Montenegro because of the war in 1899, In addition to this group, the number
of asylum-seekers has increasad significantly since 2011, but accorcing to ULNHCR for them
Montenegro is mainly a transit country, 40

Educatian

The edueation system in Mortenegro and Kosove is managed at the central lovel,
Imorovemaent of the educational system and schoal infrastructure is a miajor priority for both
governments.

In Kosovo a number of educational indicators worsened over the last cecade, caused by the
closure of schoaols, shortage of qualified teaching stafi, deterioration of schaool infrastructure
and a shortage of funding. Also demographic changes (due to migration and high birth rates)
have influenced the functioning of schoals. On the one hand, schoo! attendance ir rural areas
is low due to long travelling times and poverty, while on the other hand classrooms are
overcrowded in the main urban areas. In many cases there are 40-50 pupils per classroom,
compared to the Kosovar general norms of 30-32 pupils per classroom and a lot of schools
operate in shifts. Primary ard secondary scucation in Kosove is free and linanced by the
governmertal budget. Education is obligatory for all from the age of 6 to 15. In addition to
public ecucaticn in Kosovo, the offer of orivate education is limited, but increasing. Primary
and secondary education is provided in Albanian and Serbian languages through separate
curricula,

In the West Economic Region there are 174 primary schools offering education to arourd
51,855 pupils. As far as secondary schocls are concered, there are 27 high schoals tor
19.483 pupils, while tertiary education is provided at the, two public universities: the university
"Haxhi Zeka" in Pejé/Pe¢ and the "Fehmi Agani’ university in GjakovaBakovica, Although
private university institutions have proliferated in Kosovo, the public university system is still
the predominant provider of education at that leve . In order to upgrade the level of skills
and to better link the educational system to the requirements of the labour market and
investment opportunities, the central govemment has proposed the establishment of a
Competence Centre. RDA West argues this would be beneficial lur the development of the
region ard that this plan should therefore get more active support from local authorities in the
ragiond2,

In Montenegro primary and secandary schools are considered to be well distributed over the
tartitory and are basically coverng the education nesds, including in the rural areas. The main
problems n educaton are: school infrastructurs needs to be upgraded; Roma and
marginalised groups need to be better integrated in the education system: there is an
insufficient inclusion of children with specia needs; existing currcula do not prepars the

0 Saurce: UNHOR, www.unher og/paces/450480386, 2013

4 goiree: Center for Matiana Policy — Educztion, tha Key o Kosova's future, Mareh 2013,
http:femponling org bt ViewBloggerThreadt/41385/0id/35636

42 Source: ROA West - Regional Pramation Strategy of invesiments i ths westem ragion of Kasowa, 2013
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young people for the market economy and entrepreneurship; and there is a lack of financial
resources for scientific research and development#3.

In the programme area thare are 96 primary schools for around 42,844 pupils and 28
secondary scnools for 19,878 studerts (at least one in each muricipality)*¢. Education is
provided in the Montenegrin languags, but alse in the Albanian language in municipalities
predominantly inhabited by ethnc Albanians. As In Kosovo, education is otligatory for all from
the age of 6 to 15 and is directly administrated by the Ministry of Education.

There are three universities hased in Podgorica: the public University of Montenegro (19
faculties and 2 institutes) and two private universities, the Mediterranean University (8
facultes and 1 research centre) and the University Donja Gorica. The Universily of
Maontenegro and the Mediterranean University have branches in Bijelo Polje, Berane (Faculty
far Management in Transport and Communication) and Bar (Faculty for Business
Management / Faculty for Business and Economics).

There is ne farmal cooperation agreement between the universities in Mantenegro and the
universities In Kosovo, but the two universities in Montenegro have initiated discussions and
exchanges with the public and private uriversities in Pristing/Pristina. lhey are also
collabarating within the ‘ramework of several Tempus projects.

In conclusion, improving the educational system and schoal infrastructure is a major priority
for the programme area, particularly in Kosovo. The CBC programme will have a limited role
in addressing this issue but may suoport exchanges between schools and vocational training
cantres in tne border areas. The presence of universities and research cenires in both sides
of the programme area is an asset and an opporiunity not only for establishing academic
cooperation, but also for iritiating research programmes in the border area and in several
| sectors such as agriculture or tourism.

Health

The health system is reatively similar in Montenegro and Kosovo, but different demographics,
with a very young population in Kosovo versus a population not old but ageing in Montenegro,
affect public health differently.

In Montenegro, primary health care services are provided at municipal level and all
municipalities have a primary nhealth centres. Private heallh care centres are rapidly
expanding in the urban areas. There are three general hospitals providing secondary health
care in tne programme area (in Berane, Bielo Polje and Bar) and the Clinical centre of
Montenegre in Podgorica providing secendary health care for the municipality and tertiary
health care for the whole country. Health workers are known to be well trained but the Fealth
centres are often under-equipped. Some heatth indicators (e.g. infant martality rate, maternal
mortality rate) show a regular improvement in public health in Montenegro®. The Mational
Strategy of Sustairable Development of Mortenegro deplares the fact that "the health care
systemn |s to a great extent geared towards lhe provision of curalive services” and therefore
considers prevention and health promotion programmes a pricrity

In Kosovo, Publc Health Houses and Family Health Centres are establishad in all towns, A
General Hospital and a Menlal Health Centre in Pejg/Pe¢ and a Regional Hospital in
Gjakové/Bakovica are the main hospital centres offering hospital services ta the population in
the \West Region. Al inhabitants enjoy full and equal access o the health care system.
Municipal healh care faces difficulties Fowever because of poor infrasiructure inadequate
funding. In the West Region thers are four hospitals. Privaie health care units have racently
been expanding. Overall. the health sector is poorly and unevenly developed and the

43 geyree: Matianal Srategy of Suslainatle Develooment of Mentanagra
¥ Source: Misistry of Education
45 goures: Institute of Pustic Health, Montanego Health Statistical Yearbook 2010
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absence of a legal framework for health insurance in Kosovo is still hampering its
development.

'In conclusion, health prevention campaigns and health education are potential activities to be
covered within the framework of the CBC programme, along with smaller interven:ions related
| to provision of madical equipment.

Culture

In the programme area there are several different religious beliets, traditions, and cutures.
The area is ethnically a mix of communities (Montenagrins, Albanians. Serbs. Bosniaks) that
traditionally have been closely connected. There are somstimes strong bonds between the
popilations on the two sides of the border that are rooted in the common languags and
commonly shared personal, cullural, commercial and political bellefs and relations throughout
histary. This cultural heritage and tha regional identity at large are an asset for the tourstic
development of the programme area. Cross-barder cooperation could play an irrporiant role
in pratecting and promating this heritage.

In Montenegro there is cultural centre in each municipality in the programme area, in charge
of erganising, together with numerous cultural asscclations, the local cultural life which is
relatively diverse, It includes musical and literary events, theatre festivals, art exhibitions, etc.
Podgarica is the main centre for intermational events but a few fastivals in the norhern region
have ¢lso an international dimension (e.g. "Mejkovae Film Autumn' at which movies from
former Yugoslavia are shown; the International festival of children songs in RozZaje, etc). The
programme area is rich in archaeological sites and ancient manuments (monasteries,
churches, mesques). Local handicrafts and specific culinary traditions are also featuring the
identity of each region of the programme arse. This culiural heritage is endangered by the
lack of financial resources and adeguate expertise for ensuring its protection. A National
Programme of Cultural Development {2011-2018) and & new Law on the Protection of
Cultural Heritage were approved in 2010. They contain a plan for improving the protection of

this heritage and for decentralising ts management and financing*®.

In Kosovo the programming area is rich on religious and historical sites and monuments, as
well as traditions and folklere and cutural events and festivals that are erganised throughout
the year. Cultural life in Pejé/Pec is particulary rich, but alse in other parts of the region there
are several museums, theatres and other cultural attractions worth visitng. These institutions
end NGOs play an important role in feeding, representing and promotng the culture and
artistic life of the communities in the whaole bordering area..

In conclusion, the cultural heritage is an asse: for the touristic development of the programme
area. Linking cultural and heritage promoticn with touriem could provide various opportunities
for development and for cross-border coooeration initiatives,

Civil Society

In Mentenegro. the most active and influential Civil Society Organisations (C30s) are
located in Podgorica, addressing hurman rights, public policy, environment and rural
development, capacity building, disabilities, etc. Some of them already established
cooperation with Kosovo's C50s, through interrational networks (a.g. the Balkan Civil Society
Develooment Network) or through bilateral initatives and have experience in defining CBC
projects. In the cther regions, and particularly in the northem region, C50s are much less
present Fowever, The local network of community organisations s nevertheless diverse and
rich and some of them, such as the mountaineers associations, could play an important role
in tourism development,

45 Source: Matiorzl Pregramme of Developmanl of Cullure 2011-2016
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In Kosovo, the CS0s network is also guite active in the programme area. The majority of
organ'sations are established in the main urban areas such as Feé/Pec and
Gjakové/Dakovica,. .CS0s are working on a variety of fields including demaocratisation issues,
advocacy, environment, conservalion of the cultural heritage etc. The C50s are mainly
dependent on foreign denors.

In ¢onclusion, encouraging regional CS0O networks (including sport, youth and cultural
organisatiors) could contribute to maintaining and strengtnening tha ties between the
| communities on bath sides of the border in this multi-ethnic programme area.

Al1.4 Technological

The geographical position of the programme area makes il a regional crossrcad providing a
trading interface between West, North and South. Presently, both sides of the border face
challenges with their underdeveloped infrastruciure, inefficient public transport netwnrks and
frecuent power cuts (the latter mainly on the ®osovo side). A good franspert and energy
infrastruciure is considered critical howevar for the sustainable expansion of trade and
enhanced compefitiveness.

Roads

In Montenegro there is no highway in the programme area and all roads are two-lane.
Podgorica is well connected to the coastal ragion (less than an hour) with the road going
through the Seozina tunnel. In the Morth, the road from Podgorica to Bijelo Palje and Serbia
through the Morada canyon is dangerous in winter and crowded in summer. There is a project
to build a highway in order to bypass the canyon, which would highly contribute to opening up
the country and to hoosting the regional impertance of Port of Bar. The secondary and rural
road network is managed by local governments and is sometimes in a poor condition, which
is considered by the municipalities in the nerthern region s a major obsacle for the
eccnomic development and particularly for developing tourism in the area,

In Kosovo, the roads are ranked in highways, regicnal roads and local roads. Highways and
regional roads are in the competency of the central level institutions, while local roads which
are ranked at the lowest category are managec by local government authorities. As of lately
there have been considerable investments from lhe central Government to improve the road
infrastructure, and the highway Prishtiné/Frigting — Pejé&/Pec iz under reconstruct on.

There are two roads connecting Montenegro and Kosovo. Only the road RoZaje-Kulla/Kula-
Fejé/Paé is open while the road Murino (in Plav Municipality) - Qakor/Cakor —Pejé/Pe¢ has
been closed since 1999, On both roads, the border is located at high altitude and the passage
in winter czn be difficull. Re-opsring of the border cross point of Qakor/Cakor is of course a
priority for the communiies living in the area. The Coastal Region in Montenegro has a good
connection to Pej@/Ped via the papular new Albania — Kosovo highway. Most often people
from central and coastal regions take this road to go to Kosove, despite the extra kilometres
saving time by avoiding the two-lane mountain reads,

Railway

In Montenegro the only railway which passes through the programme area is the line Bar-
Belgrade, calling at Podgorica, Kolasin and Bijelo Polje. Connecting Montenegro and Serbia,
this railway is of crucial importance for the further development of the Port of Bar. |1 might also
play an important role for the development of the Northern region by improving the cennection
and trade with Podgorica and the coastal regicn (as well as with Sarbia). However, this
railway needs o be moderised in order to be an attractive alternative for road transport. In
Montenegro, the recanstruction of some parts of the line will be carried out under EU funding.
The railway runs through an impressive mountainous landscape in the Narthern region of the
Montenegrin programme area and could become a tourism attraction as well.

In Kosovo the railway infrastructure (single-trac) was built in the 1960s. Given the low level of
investment and mainlenance since then it is nowadays in a poor condition. The maximum
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speed allowed in just a couple of places Is 80 km per hour.In the West Economic Region
however there are caily trains riding bemween Pej&/Paé¢ and Prishting/Pridtina. But a
modearnized nationwide railway system is so far not policy priority in Kosova,

Airports

In Montenegro Podgarica airport is the only airpert in the programme area. However, Tivat
airport, which serves the coastal region, has an mportant role during the summer period.
Feople living in the border area also often uze Prishtin&/Pridtina International Airport. An cld
military airport is located in Berane and there are discussions fer re-epening it for civil use.

In Kosovo the nearest airport for both econamic ragions is Prighting/Pridtina International
Airport located in Fushé Kosové/Kosovo Polje. In West Kosovo, there is an airport located
near Gjakové/Bakovica, but it is used mainly by KFOR.

Seaport

Part of Bar is the only seaport in the whole programme area and is connecting Mantenegro
with cther Adriatic countries, thus potentially playng a major role in lhe economic
development cf the country. It is currently however operating below its capacity and with a
financial loss. The projects of building the Bar-Boljare highway and of modernis ng the Bar-
Belgrade railway could give an impulse to the future development of the port.

Electricity

In Kosove the electrical network is not fully reliable. The power cuts create problems for
business in general and production companies in particular. Although useful and promising
the coniribution of alternative sources of energy to the tolal energy production and
consumption is currently still negligible. Nevertheless. especially in remote rural areas and
natural resorts, renewable energy certainly has a future as a clean alternative to fossil energy,
tnerewith also enabling the development of eco-friendly tourism.

In Montenegro all regions in the programme area in Montenegro are connectsd to the
electrical nelwork, However, the National Strategy for Sustainasle Development of
Mcntenegro identifies some weaxnesses of the energy sector; a low level of energy
efficiency; high electricity losses in the dstribution system: a high import dependencs and a
low level of use of domestic natural energy resources, especially of hydro anergy.

Watar

In Kosovo. just over one third of the area is covarad by the public water supply systerm and
the coverape of sewage public networks is even lower, in some arcas even below 109,
Although the majority of the villages do have some kind of water supply syslem, the quality of
water Is often poor due to contamination caused for example by an olc local sewage system.

In Montenegro, over % of households use water from the public water supply system. ¥ The
level of coverage with public water sysiems is particularly insufficient in rural areas. The
quality of the water is generaly good and ir line with EU standards. With :he exception of the
municipality of Mojkovac and a part of the municipality of Podgorica. there is no waste water
treatmen: system in Montenegro. which is considered as a major environmental and public
healtn problam.

' In conclusion, poor infrastructure is a main obstacle to the economic and social davelopment
af the programme area. The sustainable development and Improvement of transport and
public infrastructure could contribute to susta nable economic growth and a general increase
of wealth in the programming area. Sustainability is to be achieved through the increased use |

47 Source: National Strategy of Sustzinable Davelopment of Montenegra
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of renewable energy sources and an integrated approach towards improving transport
including nen-polluting modes of public and private transporl®®, requiring the involvement of
stakeholders from all sectors and at all levels.

Kosove

AlS5 Legal

In Montenegro insufficient financial and human capacities as well as high number of staff
working In local administrations. particuiarly in the small municipalities, are ofien considered
as an obstacle for an optimal use of the existing funding oppertunities. This 15 why the
davaloprment of municipalties is supported by the stzte. In addtion, inter-municipal
cooperation is a key issue for the development of the programme area, but not yet common
practice. There have been several initiatives however, amongst other supported by the EU, to
promote inter-municipal cooperation and there are some organisations participating in
strengthening inter-municipal and regional cooperation.

In Kosovo over the past vears thare has been an institutional and fiscal decentralisation
process based on the Local Sef Government Law, adooted in 2008 as part of the "Ahtisaari
Plan”. Kosovo is divided in five economic regions, although it should be noted that this is
meraly a conceptual division. Formally {i.2. by law) Kosovo does not have a regiohal policy
level reprasented by regional governmental bodies with regional responsibilities and regional
bucgets. But with the signature of the Inter-municipal Agreements in December 2008. five
economic zones (Centre. East, North, South, and West) and five Regional Development
Agencies (RDAs) were establishred based on the municipal association and cooperation
prireciple outlined in the Local Self Government Law. The Western region is covered by the
ADA in Pej@/Ped. But the municipality is the basic unit of local-self goverrment in Kosova,
Howewver, in the future, there could be a law on regional development for economic
development purposes,

In absence of a legally formal regional policy level in Kosovo, the establishment of RCAs
(Regional Development Agencies) aimed to address the socio-economic development of
Kosovo at the regional level, as well as promoting inter-ethnic integration and reconciliation.
One of the tazks of the RDAs, in cooperation with local government unils and other
stakeholders, was to develop Regional Feonomic Development Sirategies. RDAs are also
instrumentzsl in preparing, implementing calls ‘or proposals refated to grant schemes that
contribute 1o regional development, as well as monitoring and evaluating the projects funded
through those grants. And lately, as of 2013 in particular, the RDAs have become more
invalved and active in private sectar development, sither directly or by linking with nitiatives
and funds that supocrt privates sector development, and in particular SME development. in
lheir region. RDA West works very closely with and as it were incorporate the municipal
strategy into a regional strategy, which is safequarded oy the faet tnat the municipal mayors
are in the board of the RDA. The strategy directly address the opportunites and needs in
place, with different but also similar priorities. In the West these are: Creating the conditions
for sustainable economic growth; stimulating an innovative and competitive business base;
developing West Kosovo's human capital; and community based sustainacle development.
As far as legislation in the form of hilataral agreemeants, the table below lists the most recent
anes. since 2010, They are all somehow related to the border.

Bilateral agreements signed between Kosovo and Mantenearo:

4 Bource: ROA West - Regional Toudsm Strategy for the westen ragor of Kosove, 2013
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Memorandum of Understanding between Attorney General of Montenegro and
Chief Attorney Genaral of Kosavo in the field of combat against terrorism,
smuggling and serious cross-border crimes

Agreement between Gavemmenis of Montenegro and Kosovo on mutual
assisfance on customs' issues

Memorancum of Understanding between Ministry of Defence of Montenegro
and Ministry of Security Forces of Kosuvo on cooperation in the flald of security

Agresment between Govemmen! of Montenegro and the Government of
Kosovo on Later Registration of Displaced Persons from Kosovo residing in
Montenegro in Basic Registers and in the Ragister of Citizens of Kosovo

Frotocol between Customs Administration of Montenegro and Kosavo Customs
on electronic exchange of data

Agreement betwsen Governments of Montenegro and Kosovo on Readmission
(return and acceptance) of persons without residing permit elong with relevant
protocol on the implementation of Agreement

26/06/2009

17/03/2010

0311/2010

29/06/2011

04/07/2071

25/06/2013

In neitner Montenegro nor in Kasovo there is any specific legislation in place that would in
| some way affect cross border cocperation in the programme areas in particula- apart from
other arcas. Of course the legal frameworks of Montenegro and Kosovo regulate, be it
prohibit, inhibit, 1olerate or stimulale specific phenomena or developments, like for example
measures related to contraband. border safety or human trafficking. But that is what those
legal frameworks per cefinition are for and they do not apply to the programme area at hand

only.

Al1.6 Environmental

The whole programme area is rich on  environmental resources and biodivarsity.
Enviranmental protection and preservation is therefore the key for & sustzinable development
of this area. The environment in the programme area, is under pressure througn a
combination of factors: poor water and sewage management, uncontrolled waste disposal,
unregulated urbanisation and in some areas industria’ pollution; there is a risk of deforestation
due to uncontrolled logging; rivers and lakes locally risk pallution from illegal landfils and poar
imdustrial and urban waste management; the intensive use of pesticides is harming
agriculture; the fauna in the lakes and rivers is suffering from over-fishing and illegal hunting.

Montenegro is definad in its constitution as an “ecological state”. Environmental protecticn is
therewith a main pillar of all development strategies, There are lhree National Parks in the

Montenegrin eligible area:

Skadar Lake. located in the municipalities of Podgorica and Bar. One third of the lake belongs
to Albania. The Montenegrin part (about 40,000 hactares) was listed as a Mational Park in
1983. Biggest lake in the Balkans, t is exceptionally rich in birds and fizh as well as in marsh

vegetation.

Biogradska Gera, surrounded by the municipalities of Kolasin, Berane and Mokovac. The
Mational Fark was proclaimed in 1952 and covers 5400 hectares. It is known for its
untouched farests (among tha last primary forests in Europe), the great civersity of flora and

fauna and for its six glacial lakes including the famous Biogradsko Lake.

Bjeshkét e Nemuna/Prokletije (Accursed Mountains) in Kosove, a mountain range that
extends from northern Albania, to southb-western Kosovo and eastarn Montenegro.
Exceptional and untouchec nalural site, it was proclaimed a National Park in Montenegro in
2009 (the Park covers about 21,000 hectares' mainly in Plav municipality). In additon, the

management unit of the park lies within the Plav municipality..

Kosovo
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Industry and agriculture are not the big polluters in the Montenegrin part ol the programme
area. Main threats for the environmant there are related to poor waste water treatment
sysiems (orly Mojkovac and partly Podgorica are equipped with proper waslewater treatment
plants) and adequate solid waste management and treatmert facilities. Several planned
investment projscts (i.e. on waste water and sanitary landfill) are aimed at improving this
situation.

In Kosovo the programma area is alsg very rick in environmental resources and biodiversity.
Bjeshkét & Nemuna/Prokletija (Accursan Mauntzing) (Prokletije in Montenegro), at the border
with Montenegro and Albania, i3 to become tri-oorder national park (38,000 hectares). The
West regior of Kosove is known for its waler resources, tharks to the high density of its rivers
(e.g. Drini i Bardhé, lbri, Sitnica, Bistrica of Peja, Ereniku). The area is surrounded by
mountains that are part of a mountain range covering tha entire Western Balkans. This range
contains a number of the highest mountain peaks in Kosovo, such as Kopaonk (2,460 m),
Mali Zhlep (2,352 m), Hajla (2,460 m), and Gjeravica (2,656 m), whch is the highest peak in
Kasovo.

In conclusion, with the averall development of the programme area largely relying on natural
resources, the environmental protection and preservation of these resources is crucial for the
sustainable development ol the programme area. Adequate high quality water supplies are
nacessary both for use by local communities and ocal ecosystems. Energy conservation and
the use of renewable fuels provide cost-effective and more sustairable alternatives fo non-
renswable sou-ces for power generation. Air quality could o2& preserved by limiting or
eliminating the discharge of harmful chemicals into the air and by minimizing the sources af
air pollution. Local communities have to support ntegrative approaches for managing,
protecting, and enkancing wildlife populations and habitats sppropriate to their area. While
providing a protective covering for soil, water, ard the atmosphere, forests are also renewable
sourcas of an endless variety of products. In a healthy ecosystem, policles and programs
must balance economic and conservalion needs. Land use practices and businesses tnat
botn consemve ecosystems and enhance local economies nave to ba developed*®. Controlling
flooding and landslides due lo soil erosion, improved weste managemert, control of pollutior,
an efficient use of energy resources and improved land management are amongst the key
priorities to be adcressed by governmentzl ard local developmert plans. The sustainable
production of renewable energy, and in particular in the sector of transport, heating and
coaling, is an important issue for the programma area and is in line with the EU objectives of
the 2020 "Energy and Climate change package".

M rw, sustainable.ory
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AMNNEX 2: Survey

In order to involve stakeholders in the progremme area and give them the opportunity to
provide their inout in the iritial stages of the programming process, three types of
guestionnaires were developed and cisseminated:

1. A questionnaire for local autharities

2. A questionnaire for bodies other than local authorities (Chambers of Commerce,
Chambers of Cralts, Local Development Agencies, Professional or Business
Aszsaciations)

3. A guastionnaire for companies (SMEs)

The questionnaira for SMEs was disseminated with the suppart of Chambers of Commares in
fnc programme area.

In total 58 filled out questionnaires were returned, divided as follows over the two [PA I
Beneficizries and the target groups:

Municipalities

Sector Organization 13 22
EMEs 4 4
Total 28 32

It should be noted that this is a relatively small survey sample. Nevertheless, in view of the
total number of municipalities and sector organisations in lhe programme area, those samples
can be considered &s representative for the entire population of municipalities and sector
essociations. We do not consider the sample of 4+4 SMEs to be reprasentative for the entire
population of SMEs in the programms area (please note that there are over 40.000 SMEs in
the programme ares, see the ECONOMIC paragraph of the PESTLE analys's above). Instaad
we presume the answers of the sector associations to be reprasentative for the SME sector in
the programme area.

In the framewark of this programme document it is of particular importance what in the view of
the respendents the priorities for cross border cooperation in the programme area are. To that
end respondents were asked to score eight pre-defined priorities, a score of 1 being the
highest and 2 scare ¢f 5 being the lowest. It should be noted that such a type of questionnaire
with these eight thematic priorites has been disseminatac for all & borders for which a similar
programme document like the one at hand has bean prepared. They are in other werds
generic thematic oriorities and do not apply specifically to Kosavo and Montenegro only.

First the local authorities. They score the eight pre-defined priarities as fallows, in order of
importance: (1 highest, 5 lowest),

Tourism and cultural hentage

Environmental protection, climate charge and risk pravention 1.89 2.00 3.89
Eﬁggi]n?d regional governance, planning and administration capacity 1.86 240 4.8
Transpart and public infrastructures 2,00 267 467
Competitiveness, business and SME development, trade and investment 2.29 2.67 4.96
Employment, labour mebility and social inclusion 2.00 3.40 5.40
Youth and education 225 367 592

Research, technological devalopment and innovation and ICT 275 450 7.25
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This is consistent with the specific priorities defined uncer the previous CBC programme
between Kosovo and Montenegro: teurism and the environment score high.

Sector associations (including private sector representatives and NGOs) score the thematic
priorities as follows, ranked from top to bottom according to level of importance:

Youth and education : | 2.25 3.00 525

Local and regional governanca, planning and administration capacity bulding 3.00 233 533
Tourism ard cultural heritage 254 300 554
Competitivenass, business and SME development, trade and investment. 346 287 613
Employment, labour mobility and social inclusion 2837333 6.6
Tranzport and public infrastructures 2.50 467 TAT
Environmental protection, climate changa and risk preveantion 3.08 433 741
Research, technological development and innovation and 1GT 315 450 765

Hera we sea that the difference in scores is much smaller and in particular that the themeatic
priorily of “Youth and education” score much higher, which is related also to the type of NGOs
participating in tne survey.

If we aggregate the scores into one overall table, then the result is as follows (from top to
bottomn, ranked according to level of importance);

Tourism and cultural heritages 3.75 5.54 9.29

iI;qcu:uizlgilnegu:l regional governance, planning and administration capacity 4.28 5.33 9.59
iisgé?ﬂ::fness, business and SME development, trade and 4,98 6.12 11.09
Youth and education 5.92 5.25 1117
Environmental protection, climate change and risk prevention 3.89 7.4 11.20
Employment, labour mobility and social inclusion 5.40 6.16 11.56
Transport and public infrastructures 4,67 7.7 11.84
Research, technological development and innovation and ICT 7.25 7.65 14.80

In conclusion, based on the outcomes of this survey the thematic priorities “Tourism & cultural
hertage” and “Local and regional govemance, planning and administrative capacity building”
are corsidered to be most important for the regioral development of the programme area.
“Research, technological development and innovation and ICT" is considered to be least
irnportant.
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ANNEX 3: SWOT

Existence o
traditional labour
farce skilled in
industrial

PIQGEE 525

Relatively low
cost labaur farce

Relatively young
population

University
pranches
present, to
support and
focus closely on
lecal knowledge
and skills neads

Multi-etnnicity as
an advantage for
gcanomic, social
and cultural
inclusion

De-population
and outilow of
skilled and
educated peaple
in rural parts of
the programme
area

High
unermplayment
rata

Curricula not
always aligned
with potential
employment and
deficient
employment-
oriented
vocational
lraining

Underdaveloped
system of
lifelong
education

Low level of
aeducation of the
rural population
and socially
marginalized
groups such as
Roma, Ashkali,
ete.

Improvement of
the level of
vocational
education in view
of better serving
the labour-market
situation.

Expansion of
research &
development
activities by using
axisting research
and nigh
educational
cantras

Developing
employmeant
programs lor
social integration
of socially
marginalized
graups

Supporting the
opportunities for
self-employment

Concentration of
people in urkan
areas generating
local
unemployment

Absence of
employment
opportunities
accelerating the
viclous circle of
gmigration and
migration,
especially of
young and
gualfied workers

The presence of
non-registered
and informal
labour distorting
the formal labour
market

An increase of
unemployment
that would
particularly affect
the low educated
and vulnerable
graups

Limited access
of the rural
population to the
farmal
educational
gystem, due also
to poverty,
limiting their
access to the
labour market




Rich natural
biodiversity,
untouched and
attractive

environment,
diversily of
natural
lardscapes.

Wide forest areas
and quality of the
forecsts.

Favourable
natral conditions
and resources for
a diversified and
sustairable
agriculture

High potential for
using renewable
Bnergy sources
ihydroelectricity,
wind power, solar
energy and
biomass)

Inadequate zolid
waste
managemean:
and lack of
waste water
treatment
systems

Institutional and
legal frameworks
on

environmental
protection still
weak or
incamplete,

Inappropriate
land
management

Matural
resources
insufficiently or
nal properly
exploited and
withaout
adequate control

Low awareness
of environmental
iIS5UES

Better
management of
forestry

Existence of
Mational Parks
and protectad
areas. including
potential cross-
border initiatives
and joint
managerment of
such areas

An increase in
programmes and
projgcts on
environmental
protection,
lorestry,
sustainable
agriculture, solid
waste and waste
waler, ele.

Local interest for
producing green
energy

Increased public
awareness an
environmental
protactinm
measures under
the pressure of
eco-tourists
demanas

Pallution of land
and water
resources due to
inadeguate or
absent solid
waste and waste
water treatment
systen

LUncontrolled
urbarnisation and
pressure on
agreultural land

Uncontrolled
exploitation of
natural
resaurces
(timber, river
gravels, forest
fruits)

Pressures an the
coastal
environment due
to high tourist
frecuentaticn

Slow
development of
environmental
related
infrastruciurg
and the required
legal framework




. FHﬂMﬂTiHE SUSTJ\INAELE THANSFGHT AND IMPHEIWING FUELIE

Strategic
gecgraphic
position in the
wider region

Easy connections
by road anc
railway networks

Relative
proximity in the
entire
programme ta
the airports in
FPodgorica,
Prishiing/Pristing
and Tivart

Sufficient waler
resources

Fort of Bar, as an
Impartant
economic asset
for the regian

-JHFHAETHUCTUHES_

EAKNESSES'

Limited and
under-equipped
border crossing
points are an
obslacle (o [rade
flows by land
and cross-border
cooperation

Secondary road
network and
railways
infrastructure
needs upgrading

Meed [or the
improvement of
public
infrastructures
{quality water,
sewage and
solid waste),
particularly in
rural areas)

Shortage and
unreliabilily of
electricty supply
in Kosavo

Programmes for
a sustainable
improvement of
road and rail
networks in
Montenegro and
Kosovo

Existing plar and
funds (ELJ,
European barks,
ate.) far
mpraving solid
waste
management and
waste water
systems

Easier movement
of people and
gocds through
impraved roads
and new
(including re-
opened) cross—
border points

s

A%

Limited financial
MesS0uUrces
delaying
investments in
public
infrastructure

High cost of
road
nfrastructure
araject in
mountainous
araas

Unresalved
oraperty issues
could hamper
investmeants
development
plans to improve
public
infrastructure.

Underdeveloped
urban planning,
including
planning far
sustainable
means of public
and private
transport




Rich and diverse
nature, well
suited for cutdoor
leisure and
activties

Rich cultural and
hislorical hartage

Mumerous
community
associations
invalved in
activities to
presarve cultuarae
and nature

High petential for
developing
diverse typas of
tourism
thraughout the
programme grea

fa

Insufficient
efforts and
furding for the
protection and
preservation of
nature and of
histarical and
archaeological
heritage

Limitac
racognition of
the potential of
kistorical and
cultural heritage
25 a source of
income through
tourism and
cullure activities

Underceveloped
tourism
infrastructure in
view of
international
standards

On-going and
upcoming
initiatives for
including the
cultural heritage
in the tourism
offer

Soecific culinary
tradition and
agro-food
products may
contribute to
etrengthening the
identity and
tourist experience
of the ragion

Daveloping and
strengthening
local institutional
capacities relaled
to cultural and
traditional issues

The davelopment
of eco-tourism
related type of
autdoor
"Bxperiences” as
an integrated
packages (e.q.
mauntaineering,
rafting. trekking,
biking)

Insufficient public
funds, both at
central and
regional levels,
far proper
taurism
promation

Lack of
cxparience in
orgdanising joint
culture activities
betwesn
communities
across the
barder

Lack of
public/private
parinership
initiatives for
protecting culture
and historical
heritage

Environmental
pollution in areas
with a high
potential for eco-
tourism

A lack of cutural
moden zation
and innowvatian in
case of a focus
on heritage
Histarical only




_ INVESTING IN YOUTH, EDUCATION & SKILLS

. OPPORTUNITIES

Helatively young Curriculum nat Improvement of 1. Anincreasein
populaton aligned with the level of private schoal in
potentisl vocational a weay that it
Regional employment and education in view would resultin a
university deficient ot better serving division in
hranches that emplayment- the labour-market education
can support and oricnted situation with facilities, with an
focus con local vocational skills reeded impoverished
needs and that training public education
can prevent Development of system
youth from Underdoveloped research &
migrating system of development 2. Limited access
lifelong actions by using of rural
Multi-ethnicity as education existing research population to the
an advantage for and high formal
social and Low level of educational acucaticnal
cultural education of the centres systam, due to
development rural population poverty
and socially Thea use of
The eagernass marginalized nternet in order 3. A pooror absent

and maotivation of groups such as ta improve the rural ICT
youth to l=arn Rama, Ashkali, access to infrastructure,
etc. educalicn in rural resulting in a
arezs and virtual digital divide

Cross porcer

between the

contacts and rural and urban

coopearation areas in the
pragramming

An increased area

cooperation

among and

betwesn

educational

institutions and
NGOs to cover
the needs and
aspirations of

youth

- !
.H"FF"“‘—H;:F_



: Pnum:-TrNG. LucAL'AND HEGmﬂnL GOVERNANCE,

Existing pratacol
of cooperation

between the IPA
Il Beneficiaries .

Exstence of
Regional
development
strateqy

Existence of
Regional
development
plan,
incorporating
municipal
development
plans

Decentralisation
process on-going

Limited
capacilies of the
local
governmeant
units to
implemeant
development
policies

Insufficient
financial
resources o
finanze
cevelopment
coals

Lack of proper
knowledge by
the local
administration to
abtain and
implement EU
funds.

AI:! MINISTHATWE CAFACIT"I"’ E!JILDI N

Participation of
Local government
units into joint
initiatives or
programs to
enhance
insttutional
capacities

Training
pragrammes for
strengthening
capacitiza of local
dactors

Financially weax
lecal
government
units

Lack of funding
for training of
Local
govermment
administration to
increase their
policy making
and
implementing
capacities

Lack of
cooperation
between proper
regiona
structures.




A programme
area rich on
natural resources
for economic
exploitation, be it
woods for
farestry ar
precious metals
for mining

An
entreprenaurial
culture, with a
long tradition of
cross-border
trade

Participation of
bath [PA [
Beneficiaries in
CEFTA

The existence of
suppor
programmes and
subsidies for
agriculture and
agro-business

Poar
competitiveness
of husinesses,
due to limited

farmal capital,
insufficient
knowledge of
modern
technologies and
lack of market
infarmation

Small zcale
organisation of
farming anc low
productivity of
agribusiness
activities;
Limited technical
support for
development of
agricultura
activities in rural
areas

Cepopulation of
rural areas,
hampering the
development of
tourism and
agriculture

An
entrepraneurial
culture with a
relatively short
investment
harizon,
favouring short-
term trade
opportunities
over long-term
capital
investments

Pctential for
sustainable
agriculture and
agro-food
processing

Improved
competitivenass
and trads
rosulting from the
introduction of
international
narms, standards
and certfications

A legal
framework fully
harmonized with
EU regulations,
further fostering
forelgn direct
investments

Local businesses
capitalizing an
regional
development
trends related to
environmental
care, tourism
development and
innovation

Impravemert of
business
maragement and
entragpreneurship
skills

The extensive
investment
capacity of the
diaspora

Limited access
to credit system
for farmers and
SMEs may slow
down the
economic
davelopment

Continuous
migration
towards urban
argas may
decrease the
attractiveness of
rural areas snd
hamper
development of
the rural and
regional
economy

Sustained illegal
logaing and
contraband at
large, hincering
the development
of legal
business.




Presence of
public and private
Universities in

t7e programre
area

Increasing
percentage of
population
actively using
ICT technology

Poor research
and innovation
practices of
universities and
other operators
in the
programime aresg

Modes: Interneat
penetration

Poor computer
literacy

Poor ICT used
by Universities,
Schools and
businesses.

Developirg and
implemanting
cross-border ICT
projects

Investment in ICT
and R&D
programmes that
would fit private
sector
development
needs

Sirengthening
research,
technological and
innovation in the
programme area

Siudent
exchange
Rrogrammeas

Lack of
strategies
promuoting ICT
and R&D

Limited of
financing for the
Research and
devalaprmaent
and

Insufficient
interest of
private sector for
technalogical
development
and
maodernisation of
production
processes




AMNMEX 4: Main Statistical Data

Tahble 1. Territory and papulation

Table 2: Municipalities and Settlements

Montenegro?

50 Source; Census 2011

51 Kosovo Cadastral Agency, 2015 and Kosovn Agency of Statistics: Estimation of Kosovo Population
201 2nttp:esk.rks-qav.net

52 Source: Cansus 2011
53 Source: Agency for Real Estate Cadastre and Kosowo Agsncy of Stalislics: Kosove in figures 2012
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Tabie 3: Number of registered SMEs
Montenegro® s

West Econamic Region . ' o " 474

54 gL ree: Monstat

93 Savrce: SME Support Agency @ 4 stetistical Oveview of Exteprises as of 30.09.2011
B 5o17ce Miristry of Education

7 Kasovo Agency of Stat stics: Education Statistics 2011-2012.



Table 5: No. of unemployved persons

rast conomic Region 42,703

Table 6: Demographic Data

58 source: Emoloyment Agency, Jure 2013

59 Kpzoun Agency of Stat etics: Labour market data by municipalities 2071 © Fina Results of the popalation census 2017
B0 5o rce: Gensus 2011

B1 kosova Agency of Statistics (2015) Deragraphic data by municipa ity

B2kosovo Agency of Statistics (20131, Kosovo in a nutshell. nitp:'esk rks-gov.netieng

West mncrmic Region . 320.?’1 138
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Table 7: Age structure of population

118,751 421,693

Eﬂﬂr?‘l

Table 8: Vital indicators

Montenegro®®

7510 20141

West Economic Region 4,592 1,405 3,187 326.83

83 Saurce; Census 2071

& Kosowo Agency of Stafistics: Demographic data by municpality Publishes March 2013,
B Saurce: Health Staistical Yearbook 2010, Insttute of Publiz Haglth

B8 Source: Kosovo Agency of Stalisticsi2012) Vita! Statstics hitp:ask, tks-gav.net
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Table 8: Tourism

West Economic Region 7.907
Morth Economic Region as adjacent area 2,646

Table 10: Health services

Montenegro®

o
Ll

West Economic Region ' 1,056

BT Source: Manstat - Statistical Yearbook of Mentenagee 2012 {dats for 2011)

BB Source: Kosovo Agency of Statistics [2012) Series 3. Ecanomic Statislics: Hotel Statistics O4-2011

B9 Source: Health Statistical Yearbook 2010, Institute of Puslic Health

70 source: Source: Kosovo Mational Institute far Public Health: Sate of hzalth of Kosove population 2010
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ANMNEX 5: IPA Il beneficiaries and donor policies and projects

Thematic priority 1: Promoting employment, labour mnfhllltjr and soclal inclusion

—re—auan

11 Kosovo

1.1.1  Policy documents & initiatives

“Strategic Development Plan 2012-2014" anc “Vocational Training Strategy” (both
documents of the Ministry of Labour and Socigl Welfare), which links the increase of
employrment to the development of vocational skills based on labour market demands.

- "Kosovo Education Strategic Plan 2011 — 2016" {Ministry of Education, Science and
Technology) which emphasis the importance of improved links among educational
institutions, between VET -curricula and the needs of the labour market and of rasearch
and development programmes relaied to the economy (food processing and miring)

- ‘Private Sector Development Strategy 2013 — 2017" (Ministry of Trade and Industry),
aiming to create a globally competitive private sector to increase employment and reduce
poverty

- ‘Labour and Employment, 2011 (Ministry of Labour and Social Welfare), which
underlines the seriousness of the unemployment problem, especially among youth (15-25
years) and long-term employed (> 12 months).

- ‘Strategy for the Integration of Roma, Ashkali, and Egyptian Communilies n the Kosovo
2009 - 2015 (Office of the Prime Minister), which underlines the necessity for an
inclusive soc ety, with equal apportunities in education and on the labour market.

1.1.2 Donor documents & initiatives

In 2009 the Warld Ban< launched the Sustainable Employment Development Policy
Program (SEDPP] for Kosovo. As result the shift from social welare to regular
employment was stimulated and the linkage between higner and vocational education
and the lahour market was improved?

- The ETF (European Training Foundation) through several projects supports the Kosovo
Government and the Eurcpear Commission in the framework of the sector wide
approach for education, fraining and labour market and ETF will continue to contribute to
the mplementation of the Kosovo Education Strategic Plan (2011-2018) and the
Employment Strategy.

- Inits "Keosovo Human Development Heport 2012, cn private sector and employment”,
UNDF stresses the need for an inclusive and labour intensive growth in Kosovo and for
the economic development of Kosova,

- In the "USAID/Kosovo Strategic Plan 2010-2014", USAID formulates as objective of its
assistance in Kosovo: making youth mare productive and engaged with an ncreased
private sector-led growth economic growth,

- The European Commission. through the European Office in Kosovo, in its “2013 Annual
Frogramme for Kosewo' formulates the initiatve on “Education and Erployment’,

"l Sourca:  hwww worldbank crglaniresulta/201 2/04/08 kosovo-sustainable-employment-development-palicy-
pregrem-project-brief
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targeted spacifically at young people and long-term unemployed people, stressing the
need for social inclusion of all groups in society.

- In partnarship with the Danish Refugea Council the European Union Office in Kosovo has
implemented the “Beautiful Kosovo™ project, aimed at fostering economic development
and reducing poverty in selected municipalities by enhancing economic opportunities far
Kosovo's population, especially marginalized groups,

1.2 Montenegro

1.2.1 Policy documents & initlatives

“Mational Strategy for Employment and Human Resources Development 2012-2015."
The overall objectve of the Slralegy is lo creale beiter cenditons for new jobs and
investment in human capital 'in order to achieve higher level of employment and improve
the economic competitiveness of Montenegro.

- “Gtrategy for Development of Veecaticnal Education in Montenegro 2010-2014." The
Strategy aims at a better respensiveneass of vocational educational training to the labour
market needs, developmert, of better qualifications and skills based on leaming, and an
the improved accessibility and retention in education for youngsters and adults, peoola
who drop out of schools, vulnerable groups and people without qualifications.

- "The MNational Strategy for Lifelong Career Orientation 2011-2015", which idantifies
priorities and definss education measures to ensure lifelong career development for the
citizens, in accordance with their capabilities, interests. capacities, as well as wih the
labour market needs.

- "Strategy for Integration of People with Disabilities (2008-2018)". This Strategy, apart
from the measures and activities envisaged in the araa of health care, sodial prataction
and education, formulates also special measures for professional rehabilitation and
empoyment for dizabled people, in close cooperation between local Employment Offices
and Centres for Social Waork,

- “Strategy for Improving the Situation of Roma and Egyptians (2012-2018)", on improving
the lzgal status of tha Roma and Egyptian population, sducation, preservation of culture
and traditions, information, employment and labour relations, health and health care,
social and child prolection, violence against women and domestic violence, improving
living conditions and participation in public and pclitical life.

- "Sirategy on Development of Small and Medium Sized Enterprises 2011-2015 aims 1o
achieve a more favouranle business environment which wauld reflact positvely in the
strengthening of SME competitiveness, innovation ard export, as well as lead 1o an
increase ir employment and uniform regional development.

1.2.2 Donordocuments & initiatives

- Harmenization anc Implementation of tne Regulations of Labour Inspection and Safety at
Work, IPA 2008. Beneficiary: Ministry of Labour and Social Welfare

- ldentitying Durable Soclutions for IDPs and Residents of Konik Camp, IPA 2011,
Beneficiary: Justice and Home Affairs

- Support to the Human Rescurces Management Authorty, IPA 2011. Beneficiarles:
Ministry of Interior, Human Resources Management Authority

- cconomic Development and Employment Promotion n Montenegro. GIZ Montenegro.
Beneficiary: Ministry for Economic Development.

- Strengthening Vocational Training in Morth-East Montenegro, Luxemburg Development.
Beneficiaries: Ministry of Education and Science and the Centre for “ocational
Education,

t 1
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Support to the Inclusive Vocational Training, Austrian Devalopment Agency. Beneliciary:
Ministry of Education and Sport.

= Economic Developmen: and Promotion of Employment, GIZ. Beneficiary: Ministry of
Economy.

Thematic priarity 2: Protecting the environment, promoting climate change adaptation

and mitigation, risk prevention and management !
1 L

2.1 Kosovo

2.1.1 Policy documents & initiatives

- “Agriculture and Rural Development Plan 2009 - 2013" (Ministry of Agriculture, Forestry
and Rural Development), of which ore of the main pillars is the environmentally
responsiole use and maragement of land

- ‘Energy Strategy 2009 — 2018" (Ministry ot Energy and Mning) which proposes to
stimulate new forms of sustainab e energy

- "Wosovo Agriculture Rural Development Praject” (Ministry of Agriculture, Forestry and
Rural Dewvelopment, 2010), with the goal of enhancing investments to promote
sustainable rural development

- "Strategy and Action Plan for Biodiversity 2011 — 2020" (Ministry of Environment and
Spatial Planning), which advocates the preservation of biodiversity and a sustainable
economic development based on the sus:ainable use of natural resources

- "Policy and Slrategy Faper on Forestry Sector Development 2010 — 20207 (Ministry of
Agriculture, Forestry and SRural Development), which underlines the need for a
sustainable forestry sector, which is so important in the programme area, both
ecenomically and environmentally.

‘Kosovo Healing Slralegy 2011 — 2018" (Ministry of Economic Developrrent), which

proposes measures to reduce the use of energy especially in public buildings {i.e. through
improved isolation)

2.1.2 Donor documents & initiatives

- In its “Strategy for Kosovo (2013)" the European Bank for Reconstruction and
Development oullines how its invalvement in Kosova has three top priorities, Apart fron
private sector davelopment these are: upgrading of public infrastructure, including the
managemenl of the water and waste-warer and zolid waste utllities, and the sustainable
development of the energy and mining seclor.

- UNDP has been assisting the Ministry of Environment and Spaiial Planning (MESP) in
environmental pclicymaking in Kasevo, in environmertal protection, and in addressing the
climate change challenges

The World Bank in 2013 approved a 5-year project to support KEK (Kasowo Fnergy
Cooperation) and tne Ministry of Environment and Spatial Planning to tackle the problem
of open dumping of ashes on land, to free fand for community development purposes
currently taker by waste material and introduce good environmental praciices in the
miring and energy sector and is

The EU has bzen very eactive trrough a range of initiatives on “Improving the
Environment'™2, in particular in the field of water quality, waste watsr management, solid
waste management and energy efficiency

72 soyres: nipeew.2eas.eurcoa eu/delegations kosove'documents'p ess_comerimprevng_the environmet_en, pof
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22,

During a conference cn 14 May 2013 in Pristina all main donors pledged many millions of
Eura’s for the development of a sustainable energy sector in Kosovo.

Montenegro

2.2.1 Policy documents & initiatives

“Energy Development Strategy of Montenegro until 2030", which includes the
sustalnable development of an energy sector mainly based on lhe use of own energy
resources in compliance with the principlas of environment protection. increased energy
effciercy and increased use of renewable energy sources.

“Master Plan for Wasta Water of Ceniral and Morthern Region 2004-2028° on
addressing sowage and wastewater Issues in the Central and Morthern region of
Montenegro.

“Sirategy for waste management in Monlenegro 2013-2018", on controling and reducing
the pollution from solid waste and assisting municipalities in preparing and implementing
local waste management p'ans to strengthen their capacities.

“Agtion Plan for Fighling lllegal Activities in Forestry (2009-2013)", outlining the need and
way to combat illegal astivities in forestry and to monitor its implementation.

"Strategy on planned development of forasts and forestry under development 2013-
2023", on improving the condition of the forests.

222 Donordocuments & initiatives

The National Biodiversity Strategy with the Action Plan 2010-2015, funded by the Global
Environment Facilty with the UNDP as the implementing agency, identifies the areas,
species, measures and resources requred to preserve biodiversity in Mantenagro.

Implementation of Air Quality Cortrol in Montenegra, ltalian Government. Beneficiary:
Ministry of Sustainable Development and Tourism.

Support for Capacity Building in the Forestry Sector, Luxemburg Development.
Beneficiary: Ministry of Agriculture Farestry and Water Management.

Integral Management of Skadar Lake Ecosysltem, Global Fund for Environment.
Beneficiary: Ministry of Sustainable Development and Tourism.

Strengthening Sustainability of Protected Areas in Montenegro, UNDP  Global
Environment Facility. Beneficiary: Ministry of Sustainable Development and Tourism.

Raising Environmental Awareness, IPA 2010. Beneficiary: Ministry of Sustainable
Development and Tourism.

Energy Efficiency in Public Buildings, GIZ. Beneficiary: Ministry of Economy.
Renawable Energy Promotion Program, GIZ. Beneficiary: Ministry of Economy.

Thematic priority 3: Encouraging tourism, culture and natural heritage

i

31

Kosove

3.1.1  Policy documents & initiatives

Through the Law on Tourism (2013) the government of Kosovo underlines the importance
of toursm devalopment and the policy priority it has by providing “the legal basis and
instituticnal frameweork, principles and rules for tourism development and promoton and
the establishment and developmen: of lourist services standards”. A similar law has been
adopted on cultural heritage.
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- The Miristry for Trade and Induslry is primarily responsble for supervising and
coordinating the mplementation of this law, but most of its other competencies in the field
of touriam. including promotion, have been transferred to the Investment Promation
Agency of Kosovo, indicating the need and potential for investments.

- The Regional Development Agency West already for years has been an active promoter
of sustainable tourism development in the region. The ADA established a thematic
Working Groups on tourism involvirg municipal representatives of the region, civil society,
businesses and institutions of higher education and in 2013 published its “Regional
Tourism Strategy for the Western region of Kosovo”

J.1.2 Donor documents & Initiatives

- USAID, through its Kosovo private Enterprise Program (KPEP), has been active in
supporting the tourism sector in the region. primarily focusing on ircome generation
activities.

- The Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GI1Z) has besn zctive in

supporting the development of a cross-border hiking trail conrecting Kosovo, Montenegro
gnd Albania.

The European Union (EU) Office in Kosovo has also supporled a nunber of activities in
the tourism sector in the Fej@/Pec regian, including the ‘Dear West' project to increase
local tourism capacities and the develop and promote local tourism products.

- Cultural Heritage without Borders is an example of zn independent (Swedish)
crganisation that is aclive in crganising (cross bordar) regional events and projects to
preserve the cultural heritage of the Western Balkan reglon, with support af the
international donor community

3.2 Montenegro

3.2.1 Policy documents & initiatives

- “Mational Program for development of culture 2011 — 2015", on preserving, protectng,
developing and promoting all segmenls of culture,

“Tourism Development Sirategy 2008 — 2020", on tourism development based on natural,
historical and cultural aftractions.

“Human Resources Development Strategy for the Tourism Sector in Montenegro 2007,
on developing the human capital necessary to support growth of travel anc tourism.

3.2.2 Donordocuments & initiatives

- Kolasin Municipality Master Plan for Sustainable Development of Tourism, Italian
Ministry for Protection of Environment, Lend and Sea. Beneficiary: Municipality Kalasin

- Support to Tourism Destinations in Central end Mounlain Region of Montenegro,
Austrian Cevelopment Agency and MNorwegian Ministry of Foreign Affairs. Beneficiary:
Ministry of Sustainable Development and Taurism.

- Tourism Based on Maturzl Heritage, Morwegian Government. Seneficiary: Minisiry of
Agriculture and Rural Development

- Revitalization of Cultural Heritage in the Frame of Sustainable Development in Besac,
IPA 2009, Beneficiaries: Ministry of Culture, Bar, Republic Irstitute for the Protection of
Cultural Monuments, State Institute for the Protaction of Natura

- Tour-Reg, Support to Education in Tourism, Austrian Devalopment Agency.

Sustainable Regicnal Development of Bjelasica, Komovi and Frekistje — Mountain
Tourism, Austrian Development Agency. Beneficiary, Ministry of Sustainable
Development and Tourism,

m Pama F1.aF 775 |



- Montenegro and Maturz 2000, Morwegizn Ministry of Faoreign Affairs. Beneficiary:
Ministry of Sustainable Development and Tourism.
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Part One: General Provisions
Article 1 - Execution period, operational implementation period and contracting deadline

(1) The exccution period is the period during which the Finaacing A areement s 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 shall start on the BTy
i foree of this Financing Agreement,

The operational implementation period is the period in which all operational activities covared by
procurcment and grant contracts of the Action Programme are completed. The duration of this
period is stipulated in Article 2(2) of the Special Conditions. and shall start on the entry into foree of
this Financing Agreement;

The execution and operational ‘mplementation periods shall be reapected by the Contracting
Authority when concluding and implementing procurement and grant contracts within  this
Financing Agrecment.

Costs related to the operations of this Action Programme shall be eligisle for U linancing only if
they have heen incurrad during the aperational imp ementation period,

The procurement and grant contracts shall be concluded at the latest within three vears ot the entry
into force of the Firancing Agreement. excent:

T
ke

.-I';

i4

5

LY

(a) amendments W contracts already congluded:
(b) individual procurerent contracts to be concluded after early termination of an existing
[IrtHremeaent contract;
(¢} contracts relaling to audit and evaluation, which can be signed after operational irplementation:
{d) change of the entity charged with entrusted tasks.
(6] A procurement o grant contract which has not given rise to any payment within two vears of it
signature shall be automatically \erminated and its funding shall be de-committed.

Article 2 - The IPA 11 beneficiaries and their joint duties

(1) As provided for in Article 76(3) of the respective Framework Agreements. the 1PA 11 beneficiaries
shall cooperate closely, and shall jointly fulfill in particular the following functions and assume he
tollowing responsibilities:

{a) prepare the ¢ress-border cooperation progranunes in sccordance with Article 68 of the
respeclive Framework Agreements, of revisions thareof:

th) ensure participation to the Joint Monitoring Commitiee (M) meetings and ather bilateral
meelings:

fc) nominate their representativels) ta the JMC:

(d) set ap the Joimt Technical Secretariat (JTS) and ensure that it is adequately stalTed;

(«) prepare and implement the strategic decisions of the JMC:

{1} support the work of the IMC and provide it with the infarmation required to carry out its tasks,
in particular data relating 1o the progress of the operational programme in achieving the
specilic objectives anc largels per themaric priority as set up in the cross-border cooperalion
programme:;

(g) establish a system to gather reliable information on the cross-border cooperalion programme's
implementation;

(h) draw up the ammual and final imalementation reparts as refered woin Article 80 ol the
respective Framework Apgreements in accordancs with Articls 3

(i) prepare and implement a coharent plan on communication and visibility:

(1) draw up an annual work plan for the Joint Technical Secretariat. to be approved hy the JMC.
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Article 3 - Reporting requirements

(1) For the purpose of the reporting requirements set out in Article 8(1) of the respective Framework
Agreements, the operating structures shall use the template provided for in Annex [l 10 this
Financing Agreement.

{2 For the purpose of the general reporting requirements to the Commission st out in Article 38 of the
Framework Agreement and the specilic reporting requirements under indirect managemant st out in
Articles 39(13 of the respective Framework Agreements on the annual report on the implementation
of IPA 11 assistance, the NIPACs shall use the template provided for in Annex 1A to this Financing
Aarsement.

{3) Forthe purpose of the specific reporting requirements undar indirect management sel oul in point {2)
of Article 39(2) of the Framework Agreement on the annual financial report or statements. the NAQ
in the IPA |l beneficiary that is the Contracting Authorily shall use the templates provided for in
paints {a) and (k) of Annex 1Y 1o this Financing Agreement.

(4} For the purpose of Article 39(4) of the Framework Agreement the NIPAC in the IPA 11 beneliciary
that is the Conrracting Authority shall submit a final report on the implementation of [PA 1
assistance of this Action Programme to the Commission no later than four months after the last
dishursement to its contractors or grant benelicianies.

(5) For the purpose of Article 39(6; of the Framework Agreement the NAO in the IPA 11 beneliciary
that is the Contrecting Authority shall provide by 15 Janvary of the following financial vear in
glectronic format a copy of the data held in the accounting svstem established under Article 10(3).
This should be supported by a signed un-audited summary financial report n aceordance with poind
(e)af Annex 1V,

Article 4 - Visibility and Communication

(1) As provided for in the provisions of Articles 24(1), 76{3)(k). and Article T8(8)} 1) of the respective
Framework Agreements, the IPA [l beneficiaries shall prepare a coherent plan of visibility and
cormunication activities which shall be submitied to the Commission for an agrcement within &
months of the entry into foree of this Financing Agreement.

{2} These visibility and communication activities shall comply with the Communications and Visibility
Manual for EL7 Extermal Actions laid down and published by the Commission. in force at the time of
the activities.

Article 5 - Intellectual property rights

{1y Contracts financed under this Financing Agreement shall ensure that the [PA Il beneficiaries acguine
all nevessary jntellectuel property rights with regacd 10 information technology, studies, drawings,
plans, publicity and any other material made for planning. implemertation. moenitoring and
evaluation purposes,

(2} The IPA 11 beneliciary that is the Contracting Authority shall guaraniee that the Comamission, of
anybody or person authorised by the Commission. and the other 1PA 1 beneficizry shall have access
and the right to use such a material, The Commission will only use such materal for its cwn
purposes,

Article & - Fligibility of costs

(1) The following expenditure shall not be ehgible for tunding under thiz Financing Agreement;

(al ehis and debr service charges (interest);

ik provisions lor losses or potential future labilities:
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{2) cost declared by the beneficiary(ies) and linanced by another action or work arogramme
receiving a Union grant;

(dy currency exchangs losses:
= cradits to thied partics:
(13 tines. financial penalties and expenses of litigation.

The purchase of land not built on and land built an in the amount up to [0% of the ol zligible
expenditure for the operation concernec shall he eligible for funding under IPA 11 cross-border
cooperation assistance ifit is justificd by the nature of the action and provided in Anrex I.

Part Two: Provisions Applicable to Indirect Management by the IPA 11

bencficiary

Article 7 - General principles

il

The purpose of Part Two is to lay out the rules for implementing the Action Programme under

indirect management and in particular the rules related 1o the entrusted budget implementation

tas«s ac deseribad in Annex | and to define the rights and obligations of the IPA I beneliciary that

s the Contracting Authority and the Commission respectively in carrving out these tasks.

As provided for in point (b) of Article 76(3) of the respeetive Framework Agreements, the [PA ]

beneticiaries shall jointly prepare a bilzteral arrangement and ensure its implementztion,

The IPA 11 beneficiary that is not the Contracting Authority shall cooperate with the IPA 11

beneficiary that is the Contracting Autherity 1o ensure that the following tasks are [ulfilled:

(a) carry out aperational follow-up and management of the operations as provided for in pomt ( b)
of Aaticle 76(4) ol the Framework Agreement:

{b) verifications in accerdance with Article 76(5) of the Framework Agreement:

{e) pretection the linancial interest of the Union as provided for in Amicle 31 of the Framework
Agresment,

Article 8 - Procurement and grant award procedures

{h

(2}

{3)

(4}

The tasks referred o in Aricle 7(3) shall be carried out hy the IPA 11 beneficiary that is the
Contracting Authority in aceordance with the procedurss and standard documents laid down and
publishad by the Commission for the award of procurement and grant contracts in external actions.
in force at the time of the launch of the procedure in question (PRAG), as well as in accordance
with the required visibility and communication standards referred to in Article 4(2).

In accordance with Article 18(2} of the Framework Agreement the Commission will provide the
IPA I beneficiary that is the Contracting Authority with further guidance as to the adaptation of
the procedures end standard documents laid down and published by the Commission far the award
of procurement and grant contracts in external actions to the specific case of cross-border
coaperalion.

The IPA 11 beneficiary that is the Contracting Autherity shall conduct the procurement and gran!
award procedures. conelnde the resulting contracts, and ensure that all relevant documents for
audit trail are in the language of this Financing Agreement.

Ihe IPA 11 heneficiaries shell fully cooperatz in establishing evaluation committees as provided
for in point (a) of Article 76(4) o7 the respective Framewaork Agregments.
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(5}

(6)

The IPA 11 beneficiary that is the Contracting Authority shall infurm the Commission when a
candidate, tenderer or applivznt i in a situation of excligion from participating N procurement and
grant award procedures, or has been found in sericus breach of its contractual obligations.

In such cases. withoul prejudice 1o the power of the Commission to take measures against such an
entity according w the applicable Financial Regulation. financial penaltics mentioned in the
provisions on administrative and financial penaltics of the General Conditions ol procurement and
grant contracts concluded by the TPA 11 beneficizry that is the Contracting Authority may he
imposed on the contractors and grent bereficianes by this 1PA 11 beneficiary it this is allowed by
its national law. Such financial penalties shall be imposed [ollowing an adversarial procedure
ensuring the right of defense of the contractor or grant beneticiary, The [PA 1] beneficiary that is
tke Contracting Authority shall take into account the information contained in the Central
Exclusion Database, when awarding procurement and grant contracts. Access te the infermation
can be provided throuzh the laison point(s) or via consultation with the Commission’ { European
Commizzsion, Directorate- Cieneral for Budgel, Accounting Officer of the Commission, BRE2-
13/305, B-1049 Brussels, Belgium and by email 1o BUDG-COL-EXCL-DB@ec curopa.cu in copy
to the Commission address identified in Artic’e 3 of the Special Conditions).

The IPA 11 bereficiary that is the Conlracling Authority shall keep all relevant financial and
contractual supporting documents fram the date of the enty intn force of this Finarcing
Agreement. or 2s from an earlier date in case if the procurement procedure, call [or pronosals or
direct grant award procedure was laimched prioe to the entry into foree of this Financing
Agreement:

{a) For procurement procedures in particular:

a1 Forecast notice with proof of publication of the procurement natice and any corrigenda:
bl Appoinument of shortlist panzl:

¢} Shortlist report (incl. annexes ) and applications:

d} Proolof publication of the shaortlist notice;

e Lellers 1o nen-shortlistec candidates;

1 Inviwalion to tender or equivalent:

w1 Tender dossier including annexes. clarifications. minutes of the meetings, proot of

publication:

by Appoinient of the evaluation conumittes:

1} Tender opening report, including annexes;

i) Evzluation / negotiation repert. including annexes and bids received:
k) Notiheation letter:

[y Cover letter for submission of contract;

The 174 11 beneticiare shall be allowed to have direct aceess to the Contra exclusion database through a Tiaison
point when the Beneliciars i;;:nilig;—. i the Commission service r~:~j|1n::-r|w'ih'|i.' that it epplies the adequats daa
protection measures as provided in the Repulation (EC) No 45720010 of the Furopean Parliament and ol the
Couneil of 13 December 2000 on the prodection ol indivicoals with regard o the |:|m,..wu*' ol persona; data b
the Community institutions and bodies and on the lree movament of such da Aai0) L& 1205000, p 10,

2 Elimicaticn of unsuccasssul hids five years after te dlamure of the prosuremeni procedure
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m} Letters to unsuccessful candidates:

nb Award / cancellation notice, including proof of publication;

o} Signed contracts. amendments. riders. implamentation repons. and relevant correspondence.
{b) For calls for propasals and direet sward of grants in particular:

2 Appeintment of the evaluation committee:

bl Opening and administrative report ingluding annexes and applications received:”

¢) Letters to suceessful and unsuccessiul upplicants following concept note evaluation:

) Concept note evaluation report;

e} Evaluation report of the Tull application or negotiation repart with relevant annexes:

i Eligibility check and supporting documents;
g} Letiers to successful and unsuceesstul applicants with approved reseeve list tollowing full
application evaluation;

by Cover letier for submission of zrant contract:
1 Award‘cancellation notice with proot of publication:

iy Signed contracts. amendments, riders and relevant correspondence.

In addition. financal and contractual cocuments referred to in paragraph 6(z) and (k) of this
Article shall be complemented by all relevant supporting documents as required by the procedures
referred 1o in section | of this Article, as well as all relevant documentation relating to pavments.
recaveries and operating costs, for example project and on the spots checks reperts, acceptance of
supplies and works, guarantees. warranties. reports of supervising engineers,

All relevant financial and contractual documents shall be kept for the same duration in accordance
with Article 49 of the Framework Agreement.

Article 9 - Ex-gnfe controls on grant and procurement procedures and ex post controls on
contracts and grants to be performed by the Commission

(1} The Commissicn may exercise ex e controls on the tendering of contracts. launch of calls for
proposals and the award of contracts and grants tor the following stages of procurement or grant
award;
ta) approvel of contract notices for procurement. work programmes far calls for preposals and any

corrigenda thereol,
{h) anproval of teader dossiers and guidelines for applicarts on grants:
(€] anprovil of the composition of Evaluation Committess:
{d) approval of evaluation reperts and award decizions™
ic) appraval of contract dessiers and contract addends.

r21 With regard 1o ex unte controls the Commission sha | decide:
(&} to perform «x aqeie controls onall files, ar
ib) 1o perform ox aire controls on a selection of such files, or

F Chrnimatean of wisueieelil appiroaions thre yews wlles the clognrg af the prant proceduce

4 For sereve conloasi= His steps cocludes ex ane enmircls soneer e dpproval af the sheeslis
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¢ to completely dispense with sx ainte controls,
l" r

{3} Il the Commission decides to perform ex ante controls in accordance with paragraph 2. letters (a) or
() of this Article, it shall inform the IPA 11 beneficiary that is the Cortracting Autherity of the files
selected for ex ante controls. This IPA 11 beneficiary shall srovide all the documentation anc
information necessary te the Commission upon being informed that a file has been selected for ex
ate control, at the latest at e time of submission of the contract notice or the work programme Tor
publication,

{4} The Commission may decide to perform ex posr controls, including audits and on-the-spot contrels,
at any time on any contracts or grants awarded by the [PA 11 bereficiary that is the Contracting
Authority arising out this Financing Agreement. This IPA 11 beneficiary shall make uvailable all the
documentation and information necessary to the Commission upon being informed that & file has
been selected for ex post control. The Commission may authorize a person or an entity ‘o perform ex
post contrals on its behalf.

Article 10 - Bank aecounts, accounting svstems, and cost recognised

(1} After the entry into torce of this Financing Agreement, the Naticnal Fund znd the aperating struchire
of the IPA |1 beneficiary that is the Contracting Authority for the Activn Programme shall vpen at
least one hank accoun: denominated in euro. The alal bank balance for the Action Programme shall
be the sum of the balances on all the Action Prugramme baok accounts held by the National Fund
and all participating operating structures in the 1PA 11 heneficiary that is the Contracting Authority.

(2) The IPA 11 beneficiary that is the Contracting Authority shall prepare and submit to the Commizsion
dishursement forecast plans for the duration of the implementation period of the Action Programme.
These forecasts shall be updated for the annual financial report ~eferred to in Article 3(2) and for
each request for funds. The forecasts shall be based on a documented detailed znalysis (including the
planned contracting and payment schedule per contract for the following twelve months) which shall
he available to the Commission on request.

(3} The initial disbursement forecast plan shall contain summary annual dizsbursemen: forecasts for the
whale implementation period and monthly disbursement forecasts tor the first twelve months of the
Action Programme. Subsequent plans shall contain summary annual disbarsernen: [orecasts for the
balance of the implementation perind of the Action Programme and monthly disbursement forecasts
lor the [pilowing [ourteen months,

4

The 1PA 11 bereficiary that is the Contracting Authority is reguired Lo cslablish and maintain an
accounting system in accordance with Clause 2(3)b) of Amnex A lo the Framework Agreement
which will hold at least the information for the contracts managed under the Action Programme
indicated in Annex V.

(53 Cost recognised in the accounting sysiem maintained under the section 4 of this Article must have
been incurred, paid and acceptad and correspand o actual costs proven by supporting documents and
shall be usad wher appropriate to clear pre-financing paid by the 1PA 11 beneliciary that 15 the
Contracting Authority under local contracts,

(0

The cost recognised in the accounting system shell be vsed by the Commission for its own
provisinnal recognition of cost during the implementation of the Action Programme {incloding
clearance of pre-financing paid to the IPA 11 beneficiary that is the Contracting Authority b, the
approval process Tor payments. the final clearance of accounts procedure at the end of the Action
Programme. the annual cut-ofY exercise and any other management implementation and performance
TEVIEWSA,
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The IPA Il beneficiary that is the Contracting Authority shall provide o the Commission reperts as
leallows:

(1) Cut-off report - as setout in Article 3(5);

(b1 Annual reporis as set out in paragraphs (2) to (4) of Article 3:
ic) Request for tinds reports as referred to in Article 11,

Article 11 - Provisions on payments made by the Commission to the IPA 11 beneficiary that is the

(1

(2]

(3)

(<)

(3}

(5]

{7}
(8]

(9

Contracting Authorily

The [PA 11 beneticiary that is the Contracting Authority shall submit its initial disbursement forecast
for the Action Programme, preparad pursuant o Article 1002), with the first pre-financing payment
request. The first pre-linancing payment shall be for 100 % of the forecast dishursements for the first
year of the dishursement forecast plan.

The 1PA I beneficiary that is the Contracting Authority shall submit subsequent pre-financing
puyment requests when the total back balance f(or the Action Programme falls helow the
disbursements forecast tor the tollowing five months of the Action Programme.

Each request for additional pre-financing shall be supported by following documents:
Ak A summary of all disbursements made for the Action Programme:

b} I'he bank balances for the Action Programme at the cut-off date of the request;

¢) A forecast of disbursement for the Action Programme for the fullowing fourteen months at
the cut-off date of the request in accordance with Annex IV paint {d).
The IPA 11 beneficiary that is the Contracting Authority may reguest for each subsequent pre-
financing the amount of wial disbursemeants forecast for the fourtesn months tollowing the cut-off
date ol the request, less the bulances referred to in seetion 3(b) of this Article at the cut-ulT dute of
the request for funds increased by any amount funded by the IPA 11 beneticiery under paragraph 5 of
this Article and not ver reimhbursed

The Commission reserves the right W reduce each subsequen: pre-financing payment it the tetal
bank balances held by the IPA [1 beneficiary that is the Contracting Authority under this Programme
and on all other 1PA [ or IPA I programimes managed by the IPA [I beneficiary that is the
Contracting Authority exceeds the disbursement forscast for the next fourteen maonths.

Where the payment i+ reduced under paragraph 4 of this Article, the 1PA 11 beneficiary that is the
Contracting Authority must fund the Programme fiom ils own resources up 1o the amount of the
reduction, The IPA |1 heneficiary that is the Contracting Authority may then request the
reimbursement of that funding as part of the next request for funds as specified in paragraph 4 of this
Article,

The Commission shal 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
IPAIL beneficiary that is the Contracring Authority 1o give reasons for the delay in disbursing the
funds and demonstrate a continuing need for them within the next following two months.

Interest gencrated by pre-financing of the Action Programme bank balances shall not be du.

Fellowing Article 33(4) of the Tramewors Agreement. if inlerruption of time limit for payment
request exceeds two moaths. the 1PA 1T beneficiary that is the Contracting Authority may reguest
decision by the Commission on whether the interruption o tme linit is o be continued,

The final financial declaration reterred 1o in Artcle 37(2) of the Framework Agreement shall be
submitted by the NAG no later than 16 months after the 2nd ol operational implementation period.
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Article 12 - Interruption of payments

(L}

Without prejudice w the suspension or ermination of this Financing Agreement according W
Articles 16 and 17 respectively, anc in acdition o Article 39 ol the Framework Aprcement. the
Commission may interrust payments partially or fally, if:

{a) the Commission has established, or has serious concerns that the [PA 11 beneficiary that 15 the
Contracting Authority has committed substantial errors. irregularities or frauc questioning the
lewality or regu’arity of the underlyving particolar transaetions in the implementation of the
Action Programme, or has Tailed w comply with i obligations under this Financing Agreciment;

(k) the Commission has established that or has serious concerns, whether the IPA I beneNciamy that
is the Contrecting Authority has committed svstemic or recurrent errors or irregularities, fraud or
breach of obligations under this or other Fmancing Agreements, provided that those erross,
irrepularties, [raud or breach of obligations have & matesigl impact on the impementation on
this Financing Agreement or call into question the reliability of the 1PA 11 beneficiary's internal
contrel system or the legality and regularity of the undariving expenditure:

Artlicle 13 = Recovery of Tunds

{1}

(2]

(3)

(4)

In additicn to cases referred to in Article 41 of the Framework Agreement, the Commissicn may
recover the funds fram the [PA T beneficiary that is the Contracting Awhority as provided in the
Financial Regulation, in particular in case oft

(a) the Commissivn established that objectives of the Action Prograrmme set cul in Annex [ are nol
achieved;

(b)Y now eligible cxpenditure;

(o) expenditure meurred as g result of errors, irregulariies, Traud or breach of obligations i the
implementation of the Action Programme, in particular in the procurement and grant award
provedure,

In accordance with national law, the IPA 11 benelciary that is the Contracting Authority shall

recover the Linion contribution paid to the IPA 11 beneficiary that is the Contracting Authority from

recipients who were in any situation defined in paragraph | points Blor ¢ ol this Arnicle or referred
to in Arlicle 41 of the Framework Agreement. The fact that the IPA I beneficiary that is the

Contracting Authority does not succeed in recovering all or part of the funds shall not prevent the

Commission from recovering the funds from the [PA [l beneficiary that iz the Contracting

Authority,

The 1PA [I beneficiary that is not the Contracting Auwhority shall de i wtmost to suppors the IPA T
beneficiary that is the Contracting Authority in the recovery when the reeipient is estanlished on its
territory. The arrangement for recoveries shall be provided in the bilateral arrangement to be
concludad in accordance with Article 8% of the respective Framowork Agrecments,

Amounts unculy paid or recovered by the 1PA 11 beneficiary that is the Contracting Autherity,
amounts from  [nancial, performance and pre-financing  guarantees lodged on the bazis of
procurement and grant award procedurss, amounts from financial penaltics imposed by the TPA I
beneliciany that is the Contracting Autherity on candidates. tenderers, applicants, contraciors or
grant beneficiaries, to the IPA 1l beneficiary that is the Contracting Authority shall be either re-used
for the Action Programme or returned o the Commission.



IPA I Financing Agreement. Annual Action Programmes CBC - Annex 1l - General Conditions v. 1.2

Part Three: Final Provisions

Article 14 - Consultation between the 1FA 1] beneficiaries and the Commission

(1} The IPA 11 beneficiaries and the Commission shall consult each other before making any dispute
relating to the implementation or interpretation of this Financing Agreement [urther pursuant to
Article [8 of these General Conditions,

(2) Where the Commission becomes aware of problems in carrving ous procedurcs relating to the
implementation of this Financing Agreement, it shall cstablish all nacessary contacts with the 1PA I
beneficiaries 1w remedy the situation and take any sleps 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 1l beneficiarics of the implementation of activities
described in Annex 1 which do no: fall under Part Two of these General Conditions,

Article 15 - Amendment of this Financing Agreement

(1) Any amendment of this Financing Agreement shall be made in writing,

(2) 1T the IPA [1 beneficiaries request an amendment, the request shall be submitted jointly to the

Commission af least six months betore the amendment is intended to enter into faree,

(3) The Commission can amend the Model Documents in Annex 1L A, 1V and V without this
necessitating an emendment to this Financing Agreement, The IPA 1] beneficiaries sha'l be irformed
nowriting about uny such amendment and i1s entry into force.

Article 16 - Suspension of this Financing Agreement

(1} The implementation of this Financing Agreement may be suspended in the following cases:
a} ITany IPA 1] keneficiary brezches an obligation under this Finencing Agreement.
by If the [PA 11 beneficiary that is the Contracting Autharity breaches any obligation set under the
procedures and standard documents referred to in Article 18(2) of the respective Framewnrk
Agreements without prejudice 10 the provisions in Article §(2).
¢) If the IPA 11 beneficiary that is the Contracting Authority docs not meet requirements for
entrsting budgel imolementation tasks.
dj It the IPA 1D bencliciaries do not jointly fulfil the functions and responsibilities referred to in
Agticle 2{1) and when applicable in indircet management Article 7(3).
e} [Fany [PA 1] bereliciary decides to suspend or cease the EU Memnbership accession process.
£) I any IPA 11 beneficiary breaches an obligation relating to respect for human rights.
democratic principles and the rule of law and in sesious cases of corruption.
g) In cases of force majeure, as defined below, "Force majeure” shall mean any unforeseeable and
exceptional situetion or event beyond the parties’ control which prevents either of them from
fultilling any of their obligations. not attributable to arror or negligerce on their sart (or the

part af their contractors. agents or employees) ard proves insurmountable in spite of all due
diligence. Defects in equipment or material or delays in making them available. labour
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disputes, strikes or financial difficulties cannat be invoked as force majeure, A party shall no
be held in hreach of its obligations if it is praverted from fulfilling them by a case of force
mzjeure ol which the other party is duly informed. A party faced with lorce majeare shall
inform the other party withaut delay. stating the nature, probable durction and [oresecable
effects of the problem, and take any measure 10 minimise pussihle damage.

MNeither ol the parties shall ke held liable for breach ol iis obligations under this Financing
Agreement it it is prevented from fulfilling them by force majenre, provided it takes measures
to minimise any possiblz damags.

(2} The Commission may suspend this Financing Agreement without prior notice,
{3) The Commission may take any appropriate precautionary measure before suspension takes place,

(2) When the suspension is notified. the cansequences for the Gn-going procurement and grant contracts
and delegation agreements and for such contracts. delegation agreements 1o be signed shall be
indigated.

o
LA
ot

A suspension of this Financing Agreement is without prejudice to the termination of this Financing
Agreement by the Commission in accordance with Article 7.

(b6} The parties shall resume the implementation of the Financing Agreement once the conditions allow
with the prior written approval of the Commission. Uhis is without prejudice 10 any amendments of
this Financing Agreement which may he necessary ta adapt the Action Programme 1o the new
implementing conditions, including, if pessible. the extension of the implementation period. or the
termination of this Financing Agreemeant in accordance with Article 17.

Article 17 - Termination of this Financing Agreement
(1) If the issues which led to the suspension of this Financing Agreement have not meen resolved within

a4 maximum period of 180 days, either party may terminate the Financing Agresment at 30 days’

notice,

(2} This Financing Agrezment shall be automatically terminated, i within a period of two years of its

signature:
(a) it has not given rise to any payiment:
(b no implementing contract or delegation agreement has heen sianed.

(3} When the termination is notified. the conscquences for the on-going procurement and grant
contracts. and such contracts or grants to be signed shall be indicated.

i4) The termination of this Financing Agrzement shall not preclude the possibility of the Commission w
make financial corrections in accordarce with Articles 43 and 44 ol (he Framewaork Agreement.

Article 18 - Dispute seltlement arrangements

(11 Auny dispute conceming the Financing Agreement which cannot be settled within a six-rronth poriod
by the consultations between the parties provided far \n Article 14 may be settled by arbitration at
one of the partiss request,

(2} Each party shall designate an arbitrator within 30 days of the request for arbitration. Failing tha:.
cither party may ask the Secretary-Cieneral of the Permanent Court of Arbitration ( The Hague) 1o
designate a second arbitralor, The two arbitratars shall in their tun designate a third arbitrator withia
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30 days, Failing that. either party may ask the Secretary-General of the Perstnanent Court of
Acrbitration to designate the third arbitator,

{3) Unless the arbitrators decide otherwise. the procedure laid down in the Permanent Court of
Arbitration Optional Rules for Arbitration Trvelving lnternational Organisations and States shall
apply. The arbitrators’ decisions shall b taken by = majority within a period of three manths.

{4) Each party shall be bound to take the measures necessary for the application of the arbitrators’
decizion.
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MODEL

Annual CBC Report on Implementation

IPA Il Cross-border cooperation between
IPA Il beneficiaries
(Article 80 of the Framework Agreement)



Annex [11 CBC annual report = CBC Financing Agreement [PA 11

1. |dentification

CROSS-30RDER PROGRAMME Programme fitle:
Cross—border pragramma <country A= — <country B> <ygar=/<year-

20 appropriations:

20w agpropriations:

2o appropriations:;

AMNUAL REPORT OM IMPI EMENTATION Reporting year (fom * = January 20xx untl 31 December 20xx}

Praparad by:
~  <operaling structure country X»
—  <opetating structure country Y=

Date of examination cf the annual repart by the Joint Monitoring
Coamminze

Legal basis: Article 80 of the IPA Il Framewerk Agraemant
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2, Overview of the implementation of the Cross-border cooperation programme
2.1  Achievement and analysis of the progress

A summary of programme implementation during the pericd covered (2ctivities carried out, cells launched, parmer
sgarch forlims, JVC mestings, ato),
- i relevant . includle alse informatian or the 204 4-2020 programmea praparation of revision

22  Progress made in implementing the cross -border cooperation programme (Art.80.1a IPA Il FWA)

Progress made in implementng the cross-border ceoperation programme and in particular in achieving the spaciic
odjectives per thematic priorityiand also of the TA priarty), including qualitative and quantitate elements indicating progress
in ralzticn to targets.

221 Quantitative analysis

Information on the progress made in implementing the cross-border programme with guantifications when possitle
using ihe fargate and indicators included in the programme (Fill Annex 1 )

Analysis of the achievements as measured by the physical and financial indicators. Indicators shall be broken down
by gender, whera possible,

If the figures {data) are not yet available, informaticn on when they wil become avallable and when they will be
inciuded in the annual report on implemeniation should be provided. In aadition, e irformation ma ¥ be presanted
graphically.

222, Qualitative analysis

— Lualitative analysic of the prograss made in implementing the cross-border programme incliuding an analysis of the
impact of the programma in the pragramme araa

23  Detailed information about the financial execution of the cross =border cooperation programme
(Art.801(d) IPAIl FWA)

- Information on contracting and dishursement of yearly appropriations (**Fill Annex 2}

- Anzlysis of the fofiowing facfors,
»  Financial sfafus
»  [nformation on co-financing
e Faclors that impeded andfor delaysd the financial implementation
e Factors that that had a positive impact on the financial implementation

This paragraph shall be includcd in the rzporis orly in the case ol indirec managemenl.
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214‘

2.4.1

2.4.2.

2.5

26

27

Information on the steps taken by the operating structures and/or the Joint Monitoring Committee
to ensure the quality and effectiveness of implementation:

Monitaring and evaluation

Manitoring measures taken by tha operafing structures or the Joint manitcring commiftee, including data collection
arrangaments,

In programimes implemented in indirect management evalualion maasures taken by the aperating sfruciure whare the
contracting Autharity i located 'article 57 of the FIVA),

Problems encountered and corrective aclions

Summary of any significant problems encountersd in implementing the programme and any conective actions faken.
Recammendations for {furiher) corrective actions,

Visibility and publicity

Measuras taken to ensure the visibiiity of and publicise the progremme [visibility plar,, inciuging examples of bast
praciice and highlighting significant events.

The use made of technical assistance

Cetailed explanation of the use maag of tlechnical agsistance,
Summary of any significant problems encountered in Implemsnting the TA budgel

Changes in the context of the cross-border programme's implementation (if relevant)

Description of any element which. without stemming direclly from the assistance of the programme, have a direct
impact on the programme’s implamentation (2.9, lzgislative changes, relevant socio-economic changes, etc.)

“** . irclede an annex 2 — list of projects and short summary



Annex A Modal Annual Report
Period covered by the repoit:
DL 20N X-31A 27200KK

Report issued on WX IOKK

Annual Report on the implementation of IPA 11 assistance under indirecet management
by Montenegro submitied by the Mhational 1A Coordinator

I Executive Summary

o

Reference to the ebjectives of the Country Strategy Papers and a brief overview of
challenges in the sectors

2. Involvement in programmiing
3. Relations with the Furopean Commission.
4, Problems encountered in meeting the required conditions for implementation and m

ensuring sustainahility. related measures taken/planned. recommendations for further
ACLION.

5. Relevant issues stemming (tom the 1PA 11 beneficiary's participation n the IPA
menitoring conimittes and in sectoral monitoring committees (including foint
Monitoring Committee for CBC)L it any.

6. Involvernent in Multi-country actions and any related issues.

7. Moniloring and evaluation activitics, main lessons learned & follow-up te
recommendations.
8. Communication and visibility activitics

9. Donor coordinalion.

It case of indireet management the executive sumemary should also cover:

0. Cverall implementation of 1PA assistance under indircet management (max, one
page),

I 1. Main horizontzl problems encountered in the implementation of [PA assistance and
subsequent measures taken/planned (max, half page).

12. Recommendations for {urther actions (max. hall page).

13 Audits — main Hindings amd recommendations and corrective actions Laken

- f
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1I. Infermation per Sector
Sector title's | Fransport|

Marvative part: summary per sector, including the fotlowing information:

I Involventent m Progranning

]

Overview of results in moving wowards a full y-fledged sector approach (e, largets
reached as per sector roacmap in the Seetor plarning docwment ),

Coordiation with other instrmments andfor donarsd IFLs within the seetor

Radd

4. The impact of IPA H actions within the <ecter on the development of the relevant
naticnal sdministrative capacity i the scetor, strategic planming and budgeting

Unider indivecr tanagentent the following informetion shold also be ineluded:

. Opetating structure(s) in place and related changes. if relevan: | Mins Iy af
Freistaperet |

6. Information on the implementation of programmes i the sector

Main achievements in the sector

.-h'r

S Any sigmbicant problems encountered in implementing the tasks enttusted ¢ o delays
i contractng. and subsequent measures raken/planned.

9, Recommendations For further actions

M. Dinplernented monitoring and cvaluation activides, audits — main findings & lessons
lemmed, recommendations, follow-up and corsective action taken

. i 5 i o R
Sector title: Cross-Border Cooperation
. Iovolvement in progravniming as appropriate.

2. Progress made in implementing the CBC programume and in particular . achieving the
specific obicetives per thenmatic priovity (including qualitative and quarntitialive
clements indicating progress n refation to targets)

3. A sunrnary of problems encountered in implementing the CBC programme and an W

cortective actions taken. as well as recommmendations tor luther cortective actions,

" As per thie secloiy 1 the indicative Sirategy Papers.

For Cross-border Cocperation specific regorting Is required.



Annex A Madel Annual Report

4. Monitoring, mehiding data collection arrangements and where applicable evaluation
activities.

L

Communication and visibility activities,

B Coordination with the pariner countr ¥,

Unider indivect monagement the joillowing informarton should alse be inclivded:

Lo Operating structwre in place and related changes, if relevant.

-]

2. Any sigmlicant problems enconntered in implementing the tasks entrusted e.g, delays
in contracting, and subsecuent measyres taken/planned.

3. Recommendations for further actions

4. Implemented audils — main findings & recommendations and corrective action raken
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Lnder indivect manaeement the following annexes staonldd alse b prontided.

Annex |
Overview of the functioning of the inanagement and control systems (including changes in the

institutional struclure) {max, one pagel.

Trunsparency. visihility. information and communication sctivities in line with FWA {max,
) Ll BH

Annex !
Suceess siories (N, B this section may be used for the wonual financial assistanee report
nreparcd hy the Eurcpean Commission!

Annex 3
Anrd procurement plan

For both direci and indirect memagement, the jollowing annex showld be provided:

Aunncs 4
Sector approach roadmap - achievements {fughlighting whether planned targets hive been
fultilled or not)
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Annex V to the Financing Agreement
Accrual Based Accounting System Minimum Specification

The accounting system of the IPA I1 beneliciary shall meel following requircinents:

I

Reflect the organdsational structure put in place for the internal control svstems suited o
the performance of duties. In particular before an operation is authorised, all aspects (hoth
operational and Tinancal) of the operation have 1o be verified by membets of stafl ather
than the ene who initiated the operation. The person dealing with the venfication ¢canaot
be subordinated to the initiator of the transaction.

Include an audit tear] for all transactions and amendments,

Possess adequate physical and  electronic security inclading back-up and recovery
svslRIms.

The accounting system should hold at least the following information for the local
coniracts managed under each programme:

ia) Comtract reference:

(bi Contract value inchuling any amendments:

(¢} Contract signature dates (hoth parties);

(d) Contract inplementation start dale:
This is in addition 1o the contract signature date and may ditfer {rom at, as when the
comtract works start date is given after the signature of the contracs through an
Administrative Order.

(e} Contract implementation end date inc'uding any amcndments,

This is the final date on which chgible costs can be incurred. It does nol include any
guarantee period or time allowed for weport preparation by the conteactor.,

([} Tatal paid (cash) by contract;
{g) Pre-finuncing paid by contract:

Explicit recognition and recording on the halance sheet of conractuall v Teqjuired pre
linancing.

(h) Cost recognised — direct (hy contract):

Explicit recogintion of cost as o charge to expenses [ar the vear. Some payments will
Cirectly cover costs already incurred. No pre-fingneing is involved, They may be {ical

1 ‘(“'\TH\J



Annex V1o the Financing Agreement
Accrual Based Accounting System Minimum Specification

(1

()

(k)

(N

payments where any pre-fingncing has already been cleared or interitm  payinents
where pre-financing has been cleared or where the contract does not include the
provision of pre-tinancing.

Cost recoenised - indirect (by contract )

Explicit recognition of cost as a charge to expenses for the year. Some invoices or cost
claims submitted by a grant benefictary v contractor will relme fo costs that are
covered by pre-financing paid earlier in the implementation period of the grant
asreement or contract. T these cases the puyment made will be loss than the reported
cast, It may even be zeva if all the cast is covered by pre-financing. (it will certainly he
zero if the reported costs are insnfficient o absorb the pre-linancing and o 1ecovery
order is issued for the unused balince of the pre-financing.) In all such cases the
systern should record the [ull value of the reported eligible cost as expenses for the
vear and reduce the balance of pre financing by tae amount of cost olfset against the
pre-financing when determining the amount payable.

Recovery erders tu teduce pre-financing (by contracty

Recoenition of the reduction of pre-fmancing on the balance sheet fellowing o
recovery of unused pre-linancing.

Recovery orders to reduce gost {hy contract);

When a recovery is made against cost that had earlier been accepied — possibly
following an investigation for fraud. In such cuses the recorded costs for the year must
be reduced iT the cost was accepted in the same veur as the subsequent recoverys or
mcome must be vecorded where the cost was accepted n an caclier vear than that ol
the recovery.

Supplier's invoice date Tor each invoice or other document accompanied by a nancial
report Ziving rise 1o recognised costs:

(1 Recovery context information on incligible cost and recoveries,



Annex VI: Conditions related to indirect management

The following conditions will need to be addressed at given deadlines:

1. All IPA entities

" Conditions Concerned | Priority | Implementation |
party lies) Deadline
| Control environment .
a)  Implementation of the CBC programme can only start it 3 menths arter the
the presence of a stable, adopied legal framework, the ; adherence the fast
3 : Montene gproy [ )
key cornerstone being the bilateral arrangement; and ; 2 ; party o this

. . PRl Kosovo Medium i ;
enforceable primary and secondary legislation for the Financing
IFA CHC entities, AgTeement

3 months afte: the
by Well substantiated  workload analyses  must  be adherence of the
developed, which ke account of all activilies assignad | Montenegro Medium lust party to this
to every concerned entity, Financing
e Agreemenl
¢} The controls @nd audits to be carried out in the [riCess
of the srogramme  implementation tincluding  for
nstance  verifications of expendilure, mana pement | menth after the
verifizalivns, assurance verifications by the National adherence of the
Authorising  Officer Support Office, results-oriented Muontenegro Hieh last party to this
minitoring of apetations, internal audits, external audits 2 Financing
by the Audit Authority) shall be lurther elaborated and Agreement
sireamlined in the legal framework and the working
ATANEEMENLs 45 Appropriate,
di - The loint Monitoring Commitiee (TMC) is vet to be
established. The JMC shall adopt its Rules of Procedure
{RoP) o be drawn up in consultation with the aperaling 3 manths afier the
structures and  the  Commission.  Details  of  the adherence af the
- ; L . i Montencgro! S
functioning of IMC shall be described in its Robs. R Wsdiuga last party to this

- ¥ i - LS TH - '
which shall be adopted by unanimity at the first IMC Financing
meeting The final draft of the TMC’s RoP shall be sent Agreement
te the Commission as soon as possible and in any event
oot later than the implementation deadline,

el The national authorities are required to ensure that
recerds of decisions taken by the Jmlr.t Task Furce_ JTF) Gineniths iR s
during the programme  preparation ez, minutes. g ;

P 2 4 adherence of the
decision notes. brief notes ete) shall be transferred 1o Monenegro/ STy
NIPAC representatives. This is aimed ar ensuring the Kosovo Low i 2 '

e e = : Financing
traceability of pust decisions and thal future decisions At
taken by the IMC are done so on the basis cimplets =
information,

Iy The final draft of the Joint Technical Secretariat's (TT%)
Manual of Procedures (MoF) shall be submitted to the J months after the
Commission as soon as possible and in anmy event not adherence of the
S . i : Montene prof ;
later than the impiementation deadline. The national o L= last party to this

15 ; i = ; Kosovo Medium . :
authorities are requested to clearly identify the tasks Financing
which ure assigned to the IS by the wperating Agreement
structures of both participating [PA II beneficiaries.

Tnformation gnd commurnication |

2) The ICT environment in the CBC stuctures must | Monlenegro | 4 months after |




comply with the applicable internationally accepted Medium | the adherznce ol
standards {in particular ISO/TEC 27002). the last party 1o
this Finuncirg
Agrecment
hy Cooperstinn with other CBC FProgrammes gives a
possibility to create an overview on the progress of the
cooperaticn on the different CBC  programmes For
stakeholders [}[_‘I-EI:HLiT‘.g in the same sectors o netv—'{_wk i o oo Ui |
and exchange with each other on plactices, cnsuring . e
LR : adherence of the
complementar ity of operations. Montenegro — last party to this
The NIPAC services und NAOSO shall propose leam:mg
. ; 3 e Aygrrzement
measures to ensure exchange of the information und hest
practices between the national authorities and uother
members  of European  territorial  and  territorial
conperation Programmes,
Monitoring af internal contrel framework _
3 months after the
iy Statt assigned to internal audic in the CRC structures adherence of the
must meet the job requirements and to be ready o meel | Montenegro | e o last party L this
the rigours of the internal audit profession, Financing
Agreernenl
il At the leve! of the eperstion, the monitoring of project A months after the
implementation should allow for the identification of adherence of the
issues in a timely manper. for example and corrective | Monenegio s last party o this
action should be taken as appropriate. The 'egal and Finaneing
working arrangements should be edapted as appropriate.

Afreement

2. Nativnal Autherising Officer (NACY, National Anthorising Officer Support Office (NAOS0) and Mational
Fund {INF}

Conditions Concerned  Priority | Implementation
) ) party lies) Deadline
NAO supervision af proper implementation of the
recommendutions
I month after the
a1 All modalities of the supervisory and follow-up toals adherence of the
must be st up for an effective and timely | Montenegro Hizh last party to this
implementation of the recommendations in this Anoes. Financing
Aprsement
Cantrol enviranment
3 months after
entry in force of
the Financing
Agreement for the
bl The NADSO and NF must be established in such 1 wuay Naticnzl
that they are funcrionally separated and operationally | Mortenegro : Programme
subordinated to the NAO. ' Medium | Montenegro 2014
{Objectve 1 - part |
1 and Objective 2-
part 1
2014032022 and
2014/052-802
Monitoring of internal control framework
3 months afrer
¢} The efficiency of the syslems must be ensured and the entry inlo force of
respect of the principle of sound financial management Montenegro | 4o o the Financing

shall be strengthened,

Apreement for the
| N ationadl




Programme
Montenc gro 200 4
(Objective | - part
I and Ohbjectiva 2-

part 1)
20014/032-022 and
2014/032-303 |

d) The assurance mechanisms in place to ensure NAO and

NAOSO have sufficient contral over the internal conteol
systems as to their operations, guarantzeing a level of

3 months after
entry inio force of
the Financing
Agreement for the
Narional
Programme

protection of the financial interests of the Buropean e M Montenegro 2014
Union equivalent to that required under the Financial Rewim (Objective 1 - part
Regulation must he srrengthened. | and Objecrive 2
part 1)
2004/032-022 and
2014/032-803
3 momhs after
entry into force of
the Financing
2) A mix of operational & budget sxecution indicators Agrm'"?m .[T” e
must be developed and used, to ensare thar the principle PHtiphA
4 T i 3 Programme
of sound financial management is respected and the Montenegro Medi M. T
tunctioning of the internal corirol systems is effective T m_lte.nre.&.m
anid aABianE. {Gb_]cr,tnla ] - pan
1 and Objective 2-
patt 1)
2N 4/032-022 and
201 4032-803
3 momths after
enfry into force of
the Finuancing
Agreement for the
fi A ventral set of procedures and training materials for Mational
dentifying, recognising, reporting and monitoring o S Programme
wregularities, for all implementation levels must be ~E Mediom | Muontenegro 2014
developed. iUbjective 1 - part
1 and Ohjective 2-
part 1)
2014/032-022 and
2014032-503
3. NIPAC and Operating Structures (0Ss)
Conditions Concerned | Priority | Implementation
party {ies) Deadline
Cantrol environment
a)  Segregations of duties within the operating structures | month ai"t! the
2 : : 5 7 v : adherence of the
anc between the NIPACs ard the operating stuctures Montenegro/ i
i e ; - I \ last party Lo this
shall be sireamlined and strengthened in both the legal Kosovo High it
framewnrk snd the working arrangements, b 2
| Agreemant J
4. National Fund (NF) and Operating Structures (0Ss) |
Conditions Concerned | Priority | Implementation |
party {ies) Deadline

Control activities

al  Procedures in the CBC ICS ensuring complete, accurate | Montenegro

3 months afier the




{ and transparent accounting followirg internationally Medium | adherence of the
accepted accounting principles must ke finulised. | lasr parry 1o this
Financing
| | Ajgpreement
| 5. Operating structures
Condilivns Concerned | Priority | Tmplementation
i parly (ies) Deadline
Conirnl aciivities _
a)  The dilferent bodies within the operating structures shall
put in place appropriate audil, control and accounting
varems  and  srandands.  Operational  managem
R Handunls, Opetational  AROaEEment 3 months after the
functions and financial management functions shall be ;
: ¥ S e : adherence of the
organised seperately within these bodies. The risk of i
; . R Montenegro last purty to this
inadequate segregation of duties must be adaquately Medium s ST
i i 7 S . Financing
recugnised and evaluated and subsequently it must be Misaaih
ensured that mecessary mitigating controls are pur in T
place, andfor supervision incressed andfor controls
added if necessary.
by The contral modalities and the conoel armangements, i
L iy m.mu._ia iR I | month after the
including a contenl guideling, poverning the orgamsation
' L HER adherence of the
and performance of verificalions of expenditure and T e R
managzement veritficaiions of operaticns shall be much e Hizh NEE :',. ki
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